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EXECUTIVE SUMMARY

— Over the last four decades, Spain has successfully achieved one of the major aspirations of any
country: to increase the life expectancy of its citizens to unprecedented levels in history. At
the start of the 20th century, the Spanish population had a life expectancy at birth of just 35
years. Today, it is over 83 and is the third highest in the world, surpassed only by Switzerland
and Japan.

This dramatic increase in longevity has been accompanied by a marked increase in healthy life
expectancy. Not only do we live longer, but we also do so in better health and with a greater
degree of autonomy than before. This is due to improvements in diet and hygiene, healthier
lifestyle habits, and the development of a extensive and modern welfare state that has allowed
biomedical progress to be transferred to most of society.

Over the next three decades, the life expectancy of the Spanish population will continue to
increase (potentially by more than 3 years), which will lead to strong degree of ageing within
our demographic pyramid. In 2050, one in three Spaniards will be 65 or older, and for every
person in this age group there will be only 1.7 people between the ages of 16 and 64 (today,
there are 3.4). Potential possible improvements in the birth rate and an increase in immigration
will not be able to completely reverse this scenario.

An ageing population will bring significant social and economic opportunities for the country,
but also a significant challenges to the sustainability of our welfare state. By the middle of
the century, public spending on pensions could increase by up to 5 GDP points; healthcare
spending could rise by more than 1 GDP point; and the number of people over 65 benefiting
from care benefits could double.

To weather this change, our country will need to improve the efficiency of its public services
and, above all, ensure that older people play an increasingly active role in economic and social
life. This will mean overcoming outdated stereotypes about age, adapting many jobs to the
expectations and abilities of older workers, and making it easier to reconcile pensions and
employment. If we are able to match the activity rates of our over-55s to those of countries
like Sweden or Denmark, Spain will add 1.6 million people to the active population between
now and 2050 - something that will help enormously to mitigate the negative impacts of the
fall in the labour force, whilst improving the welfare of millions of households.

At the same time, we will have to ensure that public pensions provide enough and are
sustainable, whilst ensuring solidarity across generations; strengthening and reforming our
National Health System; and improving our public long-term care network. This may lead
to increased spending, but it will also bring new jobs and firms that could end up being an
important part of our future economy and a key part of the sustainability of the system.
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THE PAST: ACHIEVEMENTS

Over the last four decades, Spain has successfully achieved one of the great aspirations of any
country: to increase the life expectancy of its citizens to unprecedented levels in history. At the
start of the 20th century, the Spanish population had a life expectancy at birth of just 35 years.?
Today, it is over 83. Spain is the country with the highest life expectancy in the EU and the third
highest in the world, behind only Switzerland and Japan [Fig. 1].

Fig. 1. Life expectancy at birth, 2018
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Source: Author’s own based on OECD data.?

This spectacularincrease in life expectancy is the result of several factors:® improved hygiene and
nutrition, the adoption of healthier lifestyles, advances in education [see chapters 2 and 3] and,
the development of a extensive and modern welfare state which has enabled, among other
things, the progress of biomedical knowledge to be transferred to the bulk of society.* As result of
these factors, Spain has been able to reduce mortality rates - first, among the infant population
and then among the older population; and to increase life expectancy at the age of 65 from 10
years in 1920 to more than 21 years in 2019 [Fig. 2]. It is important to note, however, that this
improvement in survival has not been the same for all population groups.®

Fig. 2. Life expectancy at the age of 65 in Spain
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Source: Authors own, based on INE and Human Mortality Database data.®
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The democratic Spain that was created in 1977 inherited a fragile and obsolete health system?”
that was less well developed than that of its northern European neighbours. From the 1980s
onwards, however, central and regional governments implemented a series of far-reaching
reforms aimed at bringing into reality the right to universal, high-quality public health care, which
had been enshrined in the Spanish Constitution shortly beforehand.® With the General Health
Act of 1986,° which led to the National Health System and the progressive transfer of health
competences to the autonomous communities, primary care was promoted, an extensive network
of health centres was built, distributed across the country, and health professional training was
drastically expanded.'® Our public health system has not only improved in terms of coverage
- to the point where it is now universal - but also in terms of quality. In the last four decades,
public spending on health increased by 1.7 percentage points of GDP;** the number of doctors
per inhabitant doubled;*? the catalogue of benefits expanded enormously; and healthcare cover
was extended to people without sufficient financial resources?® as well as to administratively
unregulated groups.'* As a result of these efforts, Spain has successfully created one of the
most advanced healthcare systems in the world, in terms both of the quality and accessibility
of its services and its efficiency.1®

Mortality rates associated with preventable and treatable causes are lower in Spain than in most
EU countries. Among other things, this indicates the effectiveness of our health system in treating
different pathologies (for example, ischemic heart disease, cerebrovascular diseases and certain
cancers).® Our country has a modern hospital network, first-class healthcare professionals and
highly respected biomedical research centres of excellence. According to the EU-SILC survey,
unmet medical care needs (relating to cost, distance or waiting times) are very low in Spain,
having been reported by only 0.2% of the population in 2019.%” In addition, there is almost no
difference between people in the highest and lowest income quintiles [Fig. 3], which reflects the
fairness within the National Health System. We have also been world leaders in terms of organ
donation for the past 28 years,® both in regard to the number of donors [Fig. 4] as well as the
effectiveness of the system, which is considered a model by the World Health Organisation.*® In
2019, Spain accounted for 20% of organ donations in the EU and 6% of those registered in the
world, despite the fact that the country barely represents 9.1% of the European population and
0.6% of the world's population.°

Fig. 3. Percentage of population reporting unmet medical needs by income level, 2019

20%
18% .
16% ‘
14%
12%
10%

8% ®

6%

4% ; { i
A
0% @ ‘ ‘ [ 3 | ‘
g 8 wEe S >4 29 g s T LI EF >X £ T LT T QT
T 2 38 £ 83 2 §Ec 5 5 ® 5 PE S S5 E 5 & 285 8 5§
= &£ 8 & 3 E 2 £ 8 ¢ 3 o = g = E @»wg 2 ¢ 5 8 2 2 o 2
T 2w 2t 5 53&8 228535 $ ¢ 5 & &2 a ~ £ 5 & &
£ g c g T w5 o a o @ © n o2
o X O
Zz o
¢ Low income ® Total population A High income

Source: Authors' own, based on Eurostat data.?*

Spain 2050 ® Future ageing



50

45

40

35

30

25

20

15

10

Spain

vs

poruge! N

Fig. 4. Organ donors per million population, 2019
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The development of the National Health System was accompanied by two other key transformations.
The first of these has been the universal application of the public pension system, thanks to
the creation of non-contributory pensions.?® Furthermore, this has been in a context in which the
average amount of contributory retirement pensions?* doubled in real terms [Fig. 5].
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The other key transformation has been the development of the social services system and,
within this, care for dependent persons along with encouraging their autonomy - something
now known as the "fourth pillar" of the welfare state. What for decades was considered to be
the sole responsibility of families and those who need care themselves, has been progressively
taken over by the State, through a series of reforms resulting from the agreement between
political forces and social stakeholders that has culminated in the creation of the Autonomy and
Dependent Care System. While there is still a long way to go, Spain already has an extensive
network of assisted living facilities and day centres, home help and telecare services, support
programmes for informal carers, and health services specialising in gerontology and geriatrics,
benefitting more than a million people.?

The creation of this vast network of social services and benefits has transformed the life of our
country and its people. It is not just that we live longer, but that we do so in better health and
with a greater degree of autonomy in later life, thanks to better control over the most serious
effects of many diseases. In fact, the majority of the Spanish population up to the age of 74
considers their state of health to be "good or very good" [Fig. 6]. Thus, life expectancy in “good
health”?” at the age of 65 28 has increased from 9.7 years in 2004 to 11.4 years in 2018, and is
now the fifth highest in the EU (although there are significant inequalities between groups).?’

Fig. 6. Distribution of perceived health status by gender and age group in Spain, 2017
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THE PRESENT: THE CHALLENGES AHEAD

It is clear that the increasing life expectancy and good health in older ages that we have seen in
recent decades is a success story. In fact, it should be considered one of the great achievements
of the Spanish welfare state. However, as we will see below, it is undeniable that this historical
transformation has brought with it new challenges that could severely strain the very welfare
state that made it possible.

This is due, in part, to the fact that the increase in longevity has been accompanied by two other
processes that are equally important for our demographics: the reduction in the fertility rate
and the increase in immigration.

Along with Italy, Spain is today ranked number 2 in the OECD in terms of the lowest number
of children per woman of childbearing age.3* In 1975, the fertility rate in Spain was 2.8 children
per woman. By 2019, it had fallen to 1.2.32 Spain has gone from a model of "many children and
short lives" to one of "few children and long lives".2? In addition, there has been a significant
increase in the average age at childbearing and in the percentage of women without children,
which could be as high as 25% among women born in 1975.34 The causes behind this low fertility
rate include economic restrictions (lack of employment, job insecurity, problems of access to
housing), difficulties in balancing family and professional life, and the desire not to be a mother.*®

With regard to immigration, the arrival of foreign people has been continuous (apart from the
period of financial crisis from 2009 to 2014),%¢ has far exceeded the flow of people leaving our
country.” This favourable migratory balance has allowed Spain to maintain a positive population
growth and by the end of 2019 had a population of over 47 million.*® However, it has not been
enough to cushion the progressive demographic ageing [Fig. 7]. At the end of the 20th century,
people aged 65 and over accounted for 13% of the Spanish population. Today they account for
almost 20%. As a result, our dependency ratio (defined as the ratio of the proportion of the 65+
population compared to the working-age population®®) has risen from 20% to 30% [Fig. 8], which
means that we have gone from having 4.9 people of working age for every person of retirement
age, to having only 3.4.
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Fig. 7. Population distribution in Spain
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Fig. 8. Dependency ratio, 2019
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This dependency rate is still lower than that of other European countries such as Italy (36%) or
Finland (35%), but this is due to the fact that Spain's baby boom occurred later. It will be during the
next three decades when the effects of demographic ageing will become more pronounced, leading
to a series of social and economic challenges that our country will have to face. These include
four that we address here: 1) Changing standard working ages to align with increasing longevity;
2) increased public spending on pensions; 3) the adequacy of health services; and 4) the need to
provide long-term care services for an already considerable and growing part of the population.
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I. Aligning standard working ages with increasing longevity

Spain's retirement age of 65 was set in 1967. At that time, much of the population reached
retirement age in poor health, after a life of deprivation, strenuous physical labour and very
limited access to medical services. Today, the situation is very different. The development of the
welfare state and medical advances have greatly improved our health in older age, meaning
that most people reach 65 in good shape, and extending the average life in retirement from
12 to 24 years [Fig. 9].

Fig. 9. Expected number of years in retirement
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Despite this biological revolution and the regulatory changes introduced in recent decades, in
Spain, 65 continues to mark the transition from working life to retirement. Proof of this is the
strong reduction in activity rates as the population approaches this age [Fig. 10].

Fig. 10. Activity rates in Spain by age group and gender, 2019
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This abrupt transition between working life and retirement does not align with a time when most
people reach that age in good physical and mental condition. The view of old age as a time of
uniform decline, dominated by illness and inactivity, is becoming less and less valid, and means
that the diversity of profiles, needs and behaviours of people at this stage of their life need to be
recognised. A new paradigm is therefore beginning to take shape - one that is more flexible and
personalised and that takes account of the different social, economic and health circumstances
of each individual and their preferences, regardless of their age.

The keystone of this new paradigm is the concept of "active ageing" which is understood as the
process of optimising people's opportunities for health, participation and security as they age, in
order to improve their quality of life and well-being.** Applied to the field of work, active ageing
implies that each person should be able to decide whether or not to continue working after
the legal retirement age, and to establish the mechanisms and conditions necessary for them to
be able to do so in a favourable situation. This is the case, for example, in Scandinavian countries,
where a significant proportion of older people combine their retirement with some form of work,
often associated with leadership positions, advisory work, or filling in for younger workers' leave
and absences. [Fig. 11].4°

Fig. 11. People aged 60-69 who work and receive a pension, 2014-15
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If well executed, active ageing produces a win-win situation. Citizens are able to stay active and
influential in the economic and social life of their country, along with all the gains in autonomy
and health that this brings. It is worth noting that, according to several regional studies, more
than a third of retired people in Spain would have liked to continue working after retirement.*’

Countries also benefit, as they retain a valuable and experienced working population, reduce public
spending on pensions, and increase their labour force (or, in the case of Spain, mitigate its future
contraction), as the evidence generally suggests that older people's increased participation in
labour market is not detrimental to young people finding employment, as the jobs performed
by both are complementary rather than substitutes for each other.*®
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For these and other reasons, prolonging working life is now a declared policy aimin all developed
countries and supported by the main international organisations.

Spain has also pursued this goal, although with results that are still lower than those of the
leading countries in this area. Despite recent improvements, especially among women, the
activity rate between the ages of 55 and 74 in our country is still lower than the EU and OECD
average, and is far from that of countries such as Sweden, Denmark and the UK [Fig. 12]. The
difference is especially notable among those who are working at 70 to 74, where Spain has the
second lowest activity rate in the EU.#° This is remarkable if we take into account that, with some
differences by groups, life expectancy and living in good health in Spain is higher than that of our
European neighbours.

Fig. 12. Activity rate by age group, 2019
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The lower rate of participation in labour market by older workers in Spain is due to several factors.5*
First: legislative and institutional factors. There are currently very few incentives to continue
working beyond retirement age, and existing mechanisms for reconciling pensions and work -
such as active retirement (which is mostly taken up by the self-employed)? are used by only a
minority.> Secondly, there are factors associated with employment law in Spain, such as collective
agreements that include mandatory retirement at the age of 65.% Finally, there are factors arising
from our productive structure and the formation of our human capital. Although the impact
of physically demanding activities has been reduced, the smaller size of knowledge-intensive
sectors,®® the predominance of small businesses®® and the low rates of adults participating in
training and requalification programmes®” [see chapters 1 and 3], have limited the increase in
activity rates among older people.

This lower level of older people in the job market has strongly negative effects for the country:
it reduces our capacity to generate wealth, hinders the sustainability of public accounts, and
reduces the welfare of the entire population (not just that of older people).
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II. Increased public spending on pensions

One of the main challenges arising from an ageing population is the potential increase in
expenditure on pensions. The Spanish public system provides pensions for three contingencies:
permanent disability, death (orphan's, widow's, widower's and family members' pensions) and
retirement. There are also two types of pensions: contributory pensions (for those who have
contributed sufficiently during their working life, or for their survivors) and non-contributory
pensions (designed to guarantee a minimum income for those who cannot access the former).
The bulk of the pension system relates to contributory pensions, of which more than 60% are
retirement pensions. These are mainly financed by contributions made by companies and
workers,®® meaning that, to ensure they are sustainable, the balance between revenues and
expenditure needs to be maintained over time.

For several decades, the difference between revenues from social security contributions and
expenditure on contributory pensions was positive,®” which enabled a reserve fund to be built
up to cover possible contingencies. However, from 2008 onwards, demographic ageing, early
retirement due to the financial crisis ®°and the progressive increase in the ratio between the
average pension and the average wage ®* meant that public spending on this item rose from 7.6%
of GDP t010.8% in 2019.%2 This, together with the reduction in social contributions caused by the
2008 and 2011 crises, resulted in a deterioration in the position of the Social Security system.%3

The current level of pension expenditure does not, in itself, place a disproportionate burden
on the system. The percentage of GDP that Spain devotes today to the payment of total public
pensions is similar to that of the EU-27 average and is lower than that of EU-8 countries such as
Austria or France.®* However, the projected increase over the next three decades, when the
more populous baby boom cohorts reach retirement age, constitutes a major challenge. And
it will have to be tackled through social dialogue, a redesign of public policies and a review of
the material and intangible realities around retirement.

Spain has already taken important steps in this direction. With the 2011 reform, some relevant
measures were established with the aim to contain the increase in expenditure, including the
progressive increase in the retirement age to 67 in 2027 and the increase in the contribution
period required to receive 100% of the pension from 35 to 37 years.®® However, in certain areas,
there is still some way to go. Here, we highlight three of the main issues around which the debate
is currently focused.

The first relates to the retirement age. Most analyses agree that practices such as reducing early
retirement and increasing older people's participation in labour market are needed to bring the
effective retirement age closer to the legal age. There are, however, disagreements as to whether
or not the legal retirement age (beyond age 67 set for 2027) will have to be further delayed as life
expectancy continues to increase.

The second refers to the evolution of the replacement rate, defined as the percentage that
pensions represent out of income received before retirement. There is an intense debate being
held about this issue in Spain. On the one hand, there are those who emphasise the fact that Spain
has one of the highest replacement rates in the EU [Fig. 13], and argue that retirees receive, on
average, more than they contributed.®® On the other hand, there are those who emphasise the
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considerable variety and inequality that exists behind the average;®” the important economic
support that the Spanish retired population provides to their families (especially in periods of
crisis and high unemployment); 8 and the fact that the risk of poverty or social exclusion among
the over 65s in Spain is higher than in other European countries.®® The key lies in ensuring that
the replacement rate properly relates to the relationship that needs to exist between a public
pension system that provides enough and is also sustainable, as well as intergenerational equity,
which the system should aim for.

Fig. 13. Gross pension rates of replacement (public, private mandatory and private voluntary), 2018
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Source: Author’s own based on data from the OECD.”

The third - and final - issue is that of financing. In Spain, almost all retirement pensions
are financed by the state, as there is no widespread system of supplementary social security
pensions.” Conversely, in other advanced countries, there are mixed systems that complement
the public pension with private pensions (essentially, these are private employment plans)
that are mandatory, quasi-mandatory (as in Denmark, the Netherlands and Sweden, where
they have almost universal coverage’), or voluntary but very widespread (as in Canada, Ireland
and the UK) [Fig. 13]. Many claim that Spain will need to progressively adopt one of these
hybrid models. Others suggest that it will also be necessary to raise contributions, finance a
larger part of pensions through taxes,’”® and/or reformulate the expenditure covered by social
security contributions, so that all of it is used to pay contributory pensions, in line with the latest
recommendations under the Toledo Pact.” Currently, these contributions also cover, for example,
employment incentive policies and family support policies. Covering these non-contributory
expenses from the General National Budget, instead of via social security contributions, could
help to balance the Social Security system funds.”®

All these options have their advantages and disadvantages,’ so it will be up to the country as
a whole to use social dialogue and the framework of the Toledo Pact, to reach a consensus as
to which is/are the most appropriate to achieve the triple goals of of strengthening financial
sustainability, providing adequate retirement income, and ensuring intergenerational equity.
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III. Adequacy of the health system

Over the last 40 years, healthcare spending in Spain has increased by almost 3.2 percentage
points to 8.1% of GDP [Fig. 14]. Part of this increase has been due to the ageing of our population,
given that the elderly require more services of this nature. So much so that, in 2005, the average
per-capita expenditure for people aged 65 to 74 was double the average expenditure of the total
population. For over 75s, it was almost triple.””

Fig. 14. Health spending in Spain
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Nevertheless, it would be a mistake to think that the increase in longevity is the main determining
factor behind the increase in health spending, or that both phenomena are mechanically
linked. Numerous studies have shown that, although age is positively related to the use of health
services, proximity to death is a much more relevant variable.” This is because, in reality, it is not
the number of years a person has lived that determines resource use, but the level of health the
person enjoys. Adopting healthier behaviours and habits, implementing therapeutic innovations,
and reducing the time it takes to diagnose certain chronic conditions, mean that better health can
be maintained in later life. These are therefore fundamental for the evolution of health spending.&

This proven fact has profound implications for a country like ours. In Spain, health spending
will continue to increase in the coming decades. This is inevitable and also necessary to be
able to provide a quality universal service, as since the financial crisis of 2008, public health
expenditure has remained practically stagnant [Fig. 14] and is currently at lower levels than many
other European countries [Fig. 15].8%
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Fig. 15. Health spending, 2018

10%
9%
8%
7%
6%

5%

% of GDP

4%
3%
2%
1%

0%

France I
Germany I
Portugal I S

Austria I

EU-8 I

Spain
Sweden I
Belgium I S

Ttaly I
Denmark T

Greece NI S—
Slovenia GG S

Finland I S
Bulgaria I S

Netherlands I S
Malta I

EU-27 I
Slovakia T

Croatia I

Czech Rep. I

Cyprus N S—
Hungary I S

Estonia I
Lithuania I S

Poland T

Latvia I

Ireland T

Romania I
Luxembourg I

M Total expenditure Public expenditure

Source: Authors' own, based on Eurostat data.?*

Part of this increase in expenditure will be determined by ageing of the population which means it
is unavoidable. However, another important part will depend on the health situation of the older
population and the way in which the health services offered to them and the rest of the population
are structured. In these two areas, efficiency gains can and should be sought to avoid excessive
growth of health spending. Among other things, primary care will need to be strengthened seeing
as it has lost out relatively over the last decade.®® Access to new treatments and technologies will
need to be enabled along with better coordination between health and dependency care services,
and prevention and health promotion policies,®* as these help to delay or reduce the prevalence
of chronic diseases and multimorbidity® among older cohorts.

IV. Coverage of long-term care services

The increased longevity of the population is associated with a growing need for long-term care,
due to the relationship between age and dependency.® The provision of this care is an essential
part of the system of inter-generational cohesion that binds any country together. It is also a
common need that we may all end up calling on at some point in our lives.

In Spain, as in the rest of Europe, care is implemented in a hybrid space that involves families,
the public sector and the private sector.?” Informal (family) care plays the greatest role in our
system.®® 57% of people aged 65+ who need care are cared for in a purely informal setting,®’
compared to 14% in the Netherlands and 24% in France[Fig. 16]. In fact, it is estimated that the
theoretical economic value of informal care in Spain is much higher than current public spending
on long-term care.”®
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Fig. 16. Forms of long-term care for people aged 65+ (% of cases)

Informal Mixed Formal

Country care care home care Residences
Netherlands 14 28 17 42
Sweden 27 27 11 35
Denmark 21 37 15 27
Belgium 20 35 14 31
France 24 42 14 20
Germany 36 35 7 21
Austria 36 38 12 15
Spain 57 26 8 8
Ttaly 62 22 8 7

Source: Authors' own based on Barczyk and Kredler data.”

This peculiarity is the result of a range of social, economic and cultural factors. One of the main
ones is the preference to be cared for at home and the high importance that people attach to
family.”? This informal care is mostly provided by female relatives, who tend to devote a lot of
time to these tasks, as care is concentrated among people with a high degree of dependency.®
These women often receive little social support and recognition and pay a high professional
and personal price for their service.®* Although there are emotional benefits from these tasks,
the negative effects on caregivers' quality of life are not insignificant,”® and are an important
factor behind gender inequality in Spain.?® In Spain, 42% of inactive women do not participate in
the labour market due to care responsibilities (both for adults and children), compared to 6% of
men. The equivalent percentages for the EU-27 are 32% and 5%, respectively.’” In recent years,
we have witnessed a progressive change in the profile of caregivers, due to the increase in the
demand for care and the decrease in the number of potential family caregivers, as a result of
demographic change and women's greater participation in work.”® In particular, there has been
an increase in the age of caregivers along with a greater participation of men.?®

Formal care continues to be a minority in Spain, despite the strong growth experienced
in recent years.'°° Generally, formal care is characterised by a low degree of professional
development and a continued high level of job insecurity.'* This contrasts with the model for
Scandinavian and central European countries.??? As regards similar residential care and care
homes, only 8% of the over-65s in need of care are provided in this way, compared with 20% in
France and 42% in the Netherlands.1%

One of the main issues to be resolved within our care system is to improve its financing - in
order to increase what it can cover as well as the quality of services and employment in the
sector. Although public spending on long-term care has increased over the last decade - and
stood at 0.8% of GDP in 2018 - it still lags behind that of most of Europe's more developed
countries [Fig. 17].
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Fig. 17. Public expenditure on long-term care, 2018
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Source: Authors' own, based on Eurostat data.***

The Promotion of Personal Autonomy and Care for Dependent Persons Act of 2006,%°° which was
passed in order to correct this situation, represented a crucial regulatory advance in the area
of social rights, and gave rise to a mixed system of public protection that combines economic
benefits and services. Although its deployment was limited by the budgetary constraints caused
by the economic crises of 2008 and 2011, today there are more than 1.1 million people who
recieve benefits or services through this,*® 72% of whom are aged 65 or over [Fig. 18].

Fig. 18. Persons applying for and benefiting from the Autonomy and Dependent Care System and % of the
population in each cohort, 2020
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Source: Authors' own based on INE and Imserso data.*”

This law has achieved very positive results, including improving the mental health of caregivers®®
and reducing the number of hospitalisations associated with the roll-out of long-term care
services.'® However, there are still important issues to be resolved, such as promoting autonomy
(which is one of the priority goals of the law and the development of which has been very limited
so far), reducing waiting lists, and variable coverage between autonomous communities*® as
well as among degrees of dependency and socio-economic groups.** Furthermore, a significant
proportion of public funding has been directed towards monetary benefits associated with family
care and,**? although it may have increased the welfare of the most needy households,'*3 it has
to some extent distorted the initial philosophy behind the law (prioritising benefits in services). It
has also caused a series of inefficiencies in the system that need to be corrected.'*
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THE FUTURE: THE CHANGES THAT WILL LEAVE US AS A LONGER-
LIVING SOCIETY

The short term: Spanish demographics in the time of coronavirus

The coronavirus pandemic has precipitated the death of thousands of our country's citizens,
and has hit the elderly population particularly hard. They have been especially vulnerable
to Covid-19 as a result of age,*** comorbidities!'® and the deficiencies recorded in many care
institutions.*’

According to preliminary estimates by the INE, the excess mortality generated in 2020 could
reduce life expectancy in our country by almost a year.?*® This increase in mortality, together
with the sharp fall in migratory flows and the reduction in births,**? could lead to a fall in Spain's
population in the short term.*?°1t is still too early to conclude that, on this occasion, the fall in
income and employment will translate into a reduction in the fertility rate in Spain in the medium
term,*?* as occurred with the 2008 and 2011 crises.*?> The duration of the pandemic itself and the
related recession will determine whether the sum of higher mortality, lower migration and lower
births will ultimately prolong the demographic effects of Covid-19 beyond 2020-21.

The impact of the current economic situation on the population's health condition will be key.
History tells us that economic downturns have negative effects on health, and that these tend
to be distributed asymmetrically, with the most vulnerable groups (including the elderly) being
most severely affected.??® This shows the importance of improving people's resilience through
healthier lifestyles and a greater promotion of autonomy and personal development.

The medium and long term: the challenges and opportunities of the demographic change
to come

Be that as it may, everything suggests that the disruptive effect of the pandemic on life
expectancy in Spain will be temporary and that life expectancy will continue to increase
over the coming decades without showing signs of stagnation. The introduction of health
innovations and further improvements in lifestyle habits will further delay the traditional
causes of death and mean that people in Spain live even longer. Thus, it is estimated that life
expectancy at birth will increase by 3.8 years for men and 3.1 years for women between
now and 2050, reaching almost 85 and 90 years, respectively.*?*

This increase in life expectancy will exacerbate the process of demographic ageing during this
century, whilst the other two forces that determine it (fertility and migration) will be unable
to reverse it.

The demographic projections set out in this Strategy*?> assume an increase in the fertility rate in
the future, from 1.2 children per woman today to 1.4 in 2050. It seems unlikely, however, that this
rate will increase much further and, in any case, not enough to reach the population replacement
rate.!?¢ Nor is an aggregate increase in the birth rate expected. Among other things, this is due
to the fact that:

Spain 2050 ® Future ageing



— The cohorts of women of childbearing age will shrink considerably,*?” such that the
aggregate effect of potentially higher fertility will be smaller.

— Not all impediments to becoming a mother are financial.*?¢ In Spain, 24% of women who
have not had children at the end of their childbearing years say they did not want to be
mothers. 22% say that the most important reason is not having found the right partner.
7% highlight impediments to work-life balance. And only 5% refer financial reasons as
the most significant factor in their decision.*?’

— Immigration will not solve low fertility either. Although it is true that women of immigrant
origin have more children in our country than native women, we must consider that the
female migratory contingents are not always made up of women of childbearing age 3¢
and that, very often, the women who arrive in our country have already had the children
they wanted to have in their country of origin.*3? Furthermore, it should be borne in mind
that, although the fertility rate of women of foreign origin is higher than that of native
women, the former tend to adopt the reproductive patterns of native Spanish women
quickly.*32

As far as immigration is concerned, this Strategy assumes that Spain will continue to welcome
and integrate hundreds of thousands of immigrants.*33 Specifically, a migration balance of about
191,000 people per year is projected between now and 2050, slightly higher than the average
between 1990 and 2019.*% This influx of people will partially help to mitigate the demographic
challenge in the short and medium term. However, in the long term, it will not solve it on its own,
as the immigrant population also ages and tends to align with national fertility patterns.t3®

With this, it is reasonable to assume that in 2050, 1 in 3 people in Spain will be 65 or over, and
that our dependency ratio will rise to 60% [Fig. 19], surpassed in the EU only by Portugal, Greece
and Italy. From the middle of the century onwards, this trend will stabilise as the more numerous
baby boomer cohorts reduce. Until then, however, change will come at an accelerated pace.

70% Fig. 19. Dependency ratio
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In this context, the challenges associated with increasing longevity, as identified above, will
intensify markedly. However, valuable opportunities will also arise if we are able to anticipate
and adapt our society to the new demographic reality.

I. The need to accelerate the process of aligning standard working ages with increased
life expectancy

Demographic change will mean a significant decline in our working population. It is estimated

that, over the next three decades, Spain will lose 3.7 million people of working age (ie those

aged 16-64), a fall of 12% compared to the current situation. This will mainly happen from 2030

onwards.** In the absence of a significant increase in the employment rate and productivity, this

decline in the working-age population will translate into a reduction in Spain's economic growth
and per-capita income [see chapter 1].1%7

Our country has several options available to it if it wants to neutralise this demographic effect.

The first involves correcting the structural deficiencies in our labour market, in the interest
of raising the aggregate employment rate to the levels of Europe's most advanced countries. In
particular, this will entail improving the employment rates of getting young people and women,
and reducing the high levels of temporary and insecure jobs [see chapter 7]. With regard to this,
it should be kept in mind that the lower rate of people aged 55-64 working also hides an issue of
significant long-term unemployment.38

The second option entails driving up labour productivity through a firm commitment to lifelong
education and training, innovation and technological take-up across the production sector.
Improving the efficiency with which we operate is particularly important in a context where
demographic ageing itself may cause additional difficulties to productivity growth [see chapter 1].

The third option, which is closely linked to the above, entails a better alignment of standard
working ages and changing life expectancy, and making more and better use of the knowledge
and skills of the older population.*®® Although there are variations between different groups, most
research indicates that life expectancy in good health will also continue to increase in the
coming decades.° This will make many of the stereotypes currently associated with age (lack
of productiveness, isolation, dependence) more obsolete, and people will be able to develop and
continue to contribute their talent and experience for longer and become key social and economic
stakeholders for the future of our society.

At this level, two major changes can be seen. On the one hand, everything points to the fact
that the standard working ages will change - in a flexible, non-consistent way - to adapt to
the increase in life expectancy. This will bring significant benefits both for our ageing population
(improved health and well-being) as well as for the country as a whole (retention of valuable and
experienced skills, increase in the available labour force and greater wealth generation).*%* Spain
has already set out a progressive increase in the legal retirement age to 67 in 2027.142 Whilst
thisis not a low threshold in the European context,*** it is a static limit that may become obsolete as
life expectancy increases.'** An alternative option - that is perhaps more in line with the differences
that exist in people's ability to prolong their working lives - is to act on the effective retirement age,
offering incentives to encourage people to remain in the labour market beyond the normal age.
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On the other hand, it is more likely that there will be a progressive increase in participation in
the labour market among older cohorts [see chapter 7]. This second change has great
potential for Spain, given that, as we have seen, the level of participation in work among over-55s
is much lower than that of countries like Sweden, Denmark (belonging to the EU-8) and the
UK. If we succeed in raising working activity rates among 55-74 year-olds to the levels seen
in these countries (an average increase of almost 6 percentage points compared with 2019),
Spain would add 1.6 million active people,**> which would greatly help to mitigate the future
negative impacts from the decline in the size of the labour force in intermediate ages on
economic growth. It will also help sustain our welfare state [Fig. 20].24¢

Fig. 20. Alternative scenarios for Spain's active population in later life
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If our country is to succeed in increasing the over-55s' participation in work, we will need to
undertake profound transformations involving all social stakeholders. It will need people who
are able and willing to work longer, and for companies and public institutions that are willing and
have incentives to hire them.® To do this, we will need to:

— Match future jobs to the skills and interests of older workers, so that the option of staying
in work is viable and appealing to them. This will involve creating new jobs in companies
and the public sector, and adapting existing jobs to the age of the people doing them,
by implementing flexible options. Advancing age is often associated with deteriorating
physical capacity and skills related to dealing with new technologies, but it also brings with
it more experience and the development of essential skills in many areas.** The retention
of experience, inter-generational cooperation and lifelong learning (especially in digital
technology) should be promoted in order to avoid an increase in the risk of age-related
exclusion from the labour market.**° Similarly, working environments should be adapted to
the diverse needs of the older working population as this will help to avoid early retirement
due to health problems.*s! The extension of teleworking could be extremely useful.25?
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— Create fiscal and wage mechanisms that bring adaptation, more flexibility and greater
participation of older cohorts in the labour market. In Spain there is a lack of effective
incentives to continue working beyond the legal retirement age. This situation will need
to be put right, with strong links being created between the job market and retirement,
so that staying in work is appealing at any age. In doing so, careful consideration should
be given to inequalities in healthy life expectancy.

— Breaking stereotypes, making those who work and those who employ understand that
the physical situation and working capacities of 70-year-olds are not very different from
those of 65-year-olds.

Naturally, it won't all be about work. Active ageing also implies that senior citizens are actively
involved in society, and are found in a wide range of spaces beyond the labour market. These
include volunteering, social participation, family care, study, and a long list of other areas. The
"social participation" data of the Active Ageing Index show an upward trend in this type of activity
among the Spanish population. In the long term, the aspiration should be to become similar to
benchmark countries in this regard - such as Belgium and the Netherlands.?®?

I1. Aligning the pension system to new demographic and social realities

The future increase in longevity will accentuate the challenge of the sustainability of our public
pension system. In 2050, there will be 1.7 people of working age for every person over the age
of 64. This compares with 3.4 today.*®* The various simulation exercises carried out suggest that
Spain's spending on contributory pensions will be between 15.2% and 16.9% of GDP in 2050,°°
compared with 10.8% in 2019.1% This increase could be lower depending on the impact of the
measures currently being discussed. However, as we have already noted, the key to the system's
sustainability does not lie exclusively in expenditure, but in the necessary relationship between
expenditure and revenues. It is here that the greatest uncertainties emerge.

The revenues depend on economic growth, job creation and social security contributions (the
latter being relatively high in comparison with other countries). Even if the reforms aimed at raising
productivity and the employment rate in our country are able to relaunch income growth in the
long term, we cannot rule out seeing a scenario of more moderate economic and employment
growth thanin previous decades [see chapters 1 and 7]. In this scenario, the gap between pension
expenditure and revenues from social security contributions will tend to widen. It is therefore
essential to understand what factors will determine the evolution of future pension expenditure,
so that the most appropriate menu of proactive strategies can be prepared.

Figure 21 offers an initial approximation on this,**7 illustrating the way in which demographic,
economic, employment and institutional factors could impact pension expenditure as a proportion
of GDP in our country between now and 2050. Unlike the estimates previously noted, this is an
illustrative exercise and does not cover the interaction between the different explanatory factors.
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Fig. 21. Change in public spending on contributory pensions (% of GDP) in Spain under alternative scenarios,

in relation to a baseline scenario, 2050
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Sources: Authors' own, based on data from Eurostat, INE and the Department of Inclusion, Social Security and Migration.*s¢

We start from a scenario in which the dependency ratio (which is calculated from age 67), evolves
in line with Eurostat projections to reach 53.3% in 2050, while the employment rate over the
working age population and the replacement rate remain at 2019 levels.** A reduction in the
dependency ratio of the order of 3.5 points, resulting from a gradual aligning of working life
with the increase in life expectancy and/or a greater migration of the working-age population
than assumed in the baseline scenario, would reduce expenditure by just over 1 GDP point. An
even larger impact of 3 GDP points would be obtained by raising the aggregate employment
rate to 72% from the current 60% [see chapter 7].2%© A combination of this scenario of higher
employment with a lower dependency ratio would allow a reduction of 4 points in the GDP
expenditure ratio. In fact, this increase in the employment rate could be partly due to higher
activity and employment rates among older cohorts, whether induced or self-initiated. In turn, a
reduction in the replacement rate - due to legal changes in calculating pensions or higher wage
growth associated with higher productivity growth - could also reduce pension expenditure as
a share of GDP. For example, reducing the replacement rate by 6 points would contain pension
expenditure by more than 2 points.t®* It should be noted that, with higher productivity growth,
higher pensions can be achieved even if the replacement rate reduces.

From this exercise we can see the enormous complexity of the reform that is required. In the
coming years, Spain's pension system will have to overcome the triple challenge of strengthening
financial sustainability, providing adequate retirement income, and ensuring inter-generational
equity.**?To this end, the increased resources required to adjust income or redistribute expenditure
items will need to be defined and anticipated, and the implications of the decisions taken on inter-
generational equity will need to be clarified. Whichever route is taken, it will need to respect the
principle of equality for all generations, including the younger ones.
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The Toledo Pact is taking some steps in this direction. It includes, among other things, the
need to gradually bring the effective retirement age closer to the legal retirement age; promote
the extension of working life; and promote complementary social welfare.?®3 In line with this,
promoting occupational pension plans as adjuncts to the public pension is gaining in strength.
The aim is to promote a culture of saving throughout life, but without ignoring the differences in
the population's capacity to do so: people with levels of lower income will find it more difficult
to build a savings buffer and therefore special attention will need to be paid to them. In fact,
consideration is being given to the creation of a public fund to facilitate access to employment
plans by SMEs and the self-employed.%*

Regardless, there is still a lot of unfinished business. Far from being over, the debate on pensions
has only just begun. It is essential that decisions are taken as soon as possible so that we can
design the appropriate mechanisms to avoid abrupt adjustments in the long term. This must
also be done on the basis of a forward-looking approach, taking account of the social and economic
changes that will take place in Spain between now and 2050, and reflecting on the ways in which
our public pension system will need to adapt accordingly. For example, it will be necessary to
study the way that more fragmented and varied working careers than today's will affect the way
that retirement pensions are calculated. It will also be necessary to rethink the functioning of
pensions such as widows' pensions and how they progressively adapt to a world in which women
will have levels of educational training and professional development comparable to those of men,
whilst not forgetting the important role of protection that they still play today.*> Future reviews
will also have to take into account the potential loss of contributions due to family care.r® The
recent approval of a new supplement aimed at further reducing the gender gap in pensions is
another step in this direction.¢”

ITI. Changes in the use of health services

As we have already seen, demographic change alone is not expected to drive up health system
spending, although this will depend to a large extent on the health situation of older cohorts and
the way in which the structure and cover of health benefits evolves. The projections made in the
European Commission's 2018 Ageing Report set out different scenarios for the rise in Public
Health Expenditure (PHE) depending on the way in which the population's health evolves.** In a
scenario in which gains in life expectancy are not accompanied by improved state of health,
the effect of ageing would increase public health spending by 0.9% GDP by 2050.1° However,
if we want to maintain a leading healthcare system that responds to future needs and demands
for services, this increase in spending should be higher.

For a complete prognosis, we need to add the possible disruptive effects of technological and
health developments to this base scenario. In the coming decades, we may see the widespread
use of revolutionary pharmaceutical and biotechnological innovations, such as gene therapy, stem
cells, the big data and artificial intelligence systems, robotics and wearables. These will allow the
development of medicine that is much more personalised, predictive and effective, especially in
therapeutic areas such as oncology.'’° Technology will also make it possible to predict survival
time more accurately and, with it, the consequences of diseases at the end of life. The concept
of "quality of death" will complement the concept of quality of life. There will be a significant
development of palliative care services and social positions on ethical issues will develop in regard
to the right to a dignified death. In this regard, it is worth highlighting the recent passing of the
law regulating euthanasia in our country, making Spain the sixth country in the world to legalise
death with dignity.*”*
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All these advances will bring with them challenges and opportunities for the sustainability of
the National Health System and they should be analysed as soon as possible. We will need to
have a clear plan for the kind of health service we want to have as a country, and design precise
standards that will enable us to determine the benefits and effectiveness of health innovations.
In this regard, it should be borne in mind that in Spain, as in most countries, the prices of health
innovations are not set by the market, but are established through negotiation between public
decision-makers and the companies marketing them. This means that the role of public policies
and the regulatory framework will be key to controlling health spending. The aim should be
to relate the price that the health authority pays for new technologies and treatments to their
therapeutic and social value.*”?

The future will also bring the emergence of new communicable diseases (as HIV/AIDS was in
the 1980s and Covid-19 is today) and an increase in other non-communicable diseases such as
mental and neurodegenerative diseases. This will force us to seek better coordination between the
National Health System and the Autonomy and Dependent Care System. We will also need to adapt
our health system, moving from an organisational model that is highly focused on treating acute
events (as it is at the moment) to a model more focused on chronic disorders and illnesses.'”

Similarly, the extent to which this type of illness proliferates and extends will depend on the
implementation of new health promotion and prevention policies and early diagnosis
mechanisms. As is well known, the determinants of health are multiple and go far beyond the
health sphere.’” The spread of social practices such as sedentary lifestyles, smoking and not
following a Mediterranean diet will have profound effects on the health of the elderly and on public
health spending [see chapter 9]. To alleviate this, these practices will need to be combatted at
root, with education in healthy habits being promoted and the health perspective being included
in all policies. On this, it should be stressed that, although in Spain we can find examples of
good, extensive public health policies and healthy ageing,*’®> there is no considered, mature
and applied framework for health policies aimed at the long term. It will need to be created in
the coming years.

These types of reforms, together with other organisational changes and improvements in health
governance, may have a greater effect on the evolution of health spending than aspects due to
demographic ageing itself, and may in turn serve to strengthen the role of the National Health
System as a source of innovation and generator of quality employment.

IV. The need to provide quality long term services to a growing part of the population

Our country's care system will change dramatically over the coming decades. The coronavirus
pandemic has highlighted the enormous importance of care and the room for improvement in
the model of residential care which, along with the demographic, health and cultural changes
already mentioned, will precipitate a profound expansion and transformation of the system.

The relationship between longevity and dependency, coupled with the reduced availability of
traditional caregivers, point to an increasing need for long-term care and a degree of informal
care being replaced by professional services.'’® It is not yet clear how this combination will be
structured, but what is certain is that informal care will continue to be decisive and, in many cases,
complementary to professional care.
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Something else that is certain is that the focus will increasingly be on people. The traditional model
will be redefined and new forms of integrated, person-centred care will emerge, designed to ensure
that individuals receiving care can continue to maintain their independence and autonomy.*”’

The strong preference, on the one hand, of the population to grow older at home,*”® and the increase
in single-person households among people over 65,17? on the other, pose a major challenge for the
design of these future services. It is most likely that care homes will be transformed and evolve
from the current "residential care home" model to a "home-based" model.*0 In parallel, new
options will emergeg, such as self-care formulas based on technological innovations (telemedicine,
apps, internet monitoring, home automation adaptations), cohabitation with inter-generational
support among non-family members, senior cohousing in its multiple forms (collaborative,
cooperative, collective housing),*®*and "time banks" or volunteering assistance aimed at avoiding
unwanted loneliness and encouraging such people to participate in society.*8?

With regard to the profile of family carers, this will also go through some transformations as
a result of the demographic change itself, with a growing involvement of couples (rather than
daughters), men and older people as main carers.*® Alternating the roles of "caregiver" and
“cared-for" will be increasingly frequent, with possible overlaps between them, especially during
the initial stage of old age.*®

Projections made by the Ageing Report suggest that, under a scenario where gains in life expectancy
are not accompanied by improvements in health, Spain's public spending on long-term care could
rise to 1.8% of GDP in 2050, compared with 0.8% today.*®> Under a scenario of transition to
professional care, spending would rise to 2.2% of GDP. However, if we converge in terms of costs
and cover with other EU countries, public spending would rise to 3.0% of GDP. Given the current
situation, anintermediate spending scenario of between 2.2% and 3.0% is the most plausible.
In fact, our calculations indicate that, in the next three decades, the number of people over
the age of 65 benefiting from dependency assistance in Spain could double from the current
806,963 to more than 1,600,000 in 2050.2¢ Other studies show similar figures.®’

For sure, improvements in the population's habits and technological advances will significantly
reduce care needs in relative terms. However, it is also true that the level of cover for support
should be increased compared to what it is now. It follows that care needs will grow dramatically
in absolute terms between now and 2050. This will be a remarkable challenge for our country,
but also a magnificent opportunity for businesses and for job creation, the scope of which could
even extend beyond the national population. Spain is considered one of the best destinations in
the world to live after retirement,*® thanks to its excellent geographical position, climate, way
of life, infrastructure and transport network. If we exploit this advantage well, our country could
become a leader at European and global levels in the provision of services to the elderly and create
remarkable economic activity around it,*® which would be in addition to the benefits yielded by
the silver economy in sectors like such as mobility, leisure, education and housing [see chapter 1].
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WHAT COULD BE DONE TO ADAPT OUR WELFARE STATE T0 A LONGER-
LIVING SOCIETY

Between now and 2050, Spain will need to change a large part of its social, economic and labour
structures and adapt them to the inevitable and fortunate reality of a longer-living society. Doing
so will involve, among other things, improving the employability of young people, increasing
activity rates among the over-55s, reforming the pension system to achieve financial
sustainability, adapting the health system and vastly expanding the care system. However,
there is nothing to suggest that these transformations cannot be carried out and even become
opportunities to increase the prosperity and well-being of all citizens (not just the elderly). This
positive approach should guide future policy decisions.

Of course, it is difficult to achieve that which cannot be measured. It is therefore essential that,
in the coming years, we use social dialogue to reach a consensus on a dashboard of quantifiable
indicators and a list of specific goals that will enable us to monitor the progress made and guide
the ambition of our reforms. Here are some suggestions which follow the principles outlined in
the Introduction to this Strategy:

Goal 28. Progressively increase over-55's participation in work so that, by 2050, they are closer
to the levels seen in such as Sweden and Denmark, today's leading countries in this regard. This
will require creating the necessary incentives for people who wish to continue working and for
employers to be able to recruit them.

Goal 29. Progressively raise public spending on health to 7% of GDP over the next decade, in
order to meet the future needs and demands for health services of a long-living society.

Goal 30. Expand coverage and improve the quality of the long-term care system, raising its
funding to around 2.5% of GDP by 2050, paying particular attention to how it is coordinated with
the health system.

Goal 31. Reduce the waiting time between recognising someone's situation of dependency within
the framework of the Autonomy and Dependent Care System and granting them benefits.
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Table of indicators and targets

Average
2015-2019
Indicators Place o \Jaresr Targets
data available*
Between 55 Spain 62%* 63% 64% 67%
and 64
years old EU-27 62%* - - -
(%)
28 Activity EU-8 68%" - - -
ratett . 0% o o
Between 65 Spain 5% 7% 9% 11%
and 74 o
years old EU-27 11% - - -
%) EU-8 119" - - -
Public expenditure on health Spain 5.7% 7.0% 7.0% 7.0%
29 (% GDP) excluding health
expenditure on long-term EU-27 5.1% - - -
care?®?
EU-8 6.6% - - -
Spain 0.8% 1.5% 2.0% 2.5%
30 Public expenditure on
long-term care (% of GDP)'%3 EU-27 1.1% - - -
EU-8 2.3% - - -
31 Percentage of people who are Spain 17%* 0% 0% 0%

entitled to SAAD benefits but
do not receive them®™* EU-27 n.d. B B B

EU-8 n.d. - - -

To achieve these goals, Spain will need to undertake profound reforms and launch ambitious
initiatives on at least the following fronts:

Front 1: Make health a central focus of public policies, in order to improve the resilience of
the population at older ages
Four key policies are suggested to achieve this:

— Create a National Strategy for Healthy Ageing, based on the basic principle that health
is affected by all policies and not solely by those that are considered to be strictly
health policies. This strategy should be designed with the involvement of all society's
stakeholders. It should focus on prevention and self-care of health throughout life
(education on habits for healthy living from an early age is key) as well as strengthening
public health policies and reducing health inequalities (based on gender, educational
level, occupation and place of residence).*®* Due to their special prevalence and impact
on the elderly population, mental health and neurodegenerative diseases should be core
priorities in health policies [see chapter 9].

— Establish an autonomous independent Health Policy Assessment Agency, the purpose
of which is to evaluate ex post - before, during, and after - interventions that have the
greatest potential to improve life expectancy in good health and reduce inequalities.
Those that demonstrate success should be built on and those that have social opportunity
costs higher than the benefits achieved should be dropped.
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— To underpin the solvency of the National Health System,**® making structural changes in
terms of organisation of health services along three basic lines:

« Promote profound institutional changes that allow for the creation of a framework
for good health governance. This would include: 1) increasing the transparency
of the information provided to users, professionals in the sector, and the general
public, facilitating access to planning reports on health services and health policies,
communicating the cost of health services and providing free access to the
results of the health services themselves by processes and centres; 2) improving
the accountability mechanisms of the party responsible in the health system; 3)
encouraging involvement and commitment of citizens and the professional sector
in decision-making (for example, promoting the free choice of health centres and
professionals, and making documents on health projects and policies available for
consultation by professionals and the public); and 4) encouraging evaluation of health
strategies and policies.

Transition from a healthcare organisational model highly oriented towards the
treatment of acute events, such as the one we have today, to a model that is more
focused on chronic conditions. That is, devote more resources to controlling the
development of chronic diseases and focus on secondary prevention (detecting
diseases at early stages) and tertiary prevention of these events (treatment and
rehabilitation to avoid diseases from worsening).” This will require strengthening
primary care and further improving care coordination (primary and hospital care)
as well as coordination between health services and long-term care. It will also be
essential to prepare for potential emerging diseases, as the Covid-19 health crisis
has shown us.

— Ensure that public financing and use of health services and benefits are oriented towards
the efficient and equitable delivery of health outcomes. This would involve rules and
procedures so that funding medical services, medicines and health technologies is
done on the basis of its cost-effectiveness, and also taking into account criteria relating
to equity. It would also involve evaluating the effective use of services, as well as the
health provider organisations. Finally, it would entail discontinuing interventions that are
commonly applied in health practice but whose effectiveness, safety and efficiency have
not been proven (specific "do not do" programmes).*%

Front 2: Substantially increase older people's participation in work and society,
taking account of differences in the health of the population.

To achieve this, we propose the following:

— Progressively moving towards simplifying and adapting early, partial, flexible and
active retirement schemes in order to improve the compatibility between pensions and
work. To this end, it will be necessary to take into account the balance between the
two objectives required of the compatibility programmes: increasing job vacancies and
containing the Social Security system's financial costs. One way of achieving this would be
to encourage active retirement, improving the percentage of the pension enjoyed during
people's working stage, updating the pension at the end of the compatibility period, and
establishing specific incentives for employers (such as reducing salary compensation
linked to career length), among other things.**°
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— Develop comprehensive programmes for retaining older workers and bringing them
back into work.?%® Retention must incorporate elements of recycling, updating and
modernisation within the company, as well as aspects relating to health, well-being
and adapting to the workplace. Reintegration, on the other hand, must be based on
transforming the skills of people who cannot continue in the jobs they have been doing
- either for health reasons or because of the excessive physical burden involved (for
example "training work sabbatical").2°* A key aspect of these comprehensive programmes
will entail aligning timetables and working hours to the physical and mental conditions
of older employees.

— Create programmes based around individualised orientation services for preparing for
transitions from working life to retirement.

— Implement campaigns that promote a change in the perception of old age, cutting out
the negative stereotypes and prejudices that currently exist. It must be ensured that age
is not a criterion for being excluded from work or any other field.

— Support entrepreneurship among seniors, improving incentives for older people to create
their own businesses aligned with their interests and life values, and supporting the
setting up of contact networks to encourage the sharing of knowledge and best practice
among this group.?%?

— Set up spaces and programmes in which older people can maintain and promote active
citizenship which include the development of interpersonal networks and the creation of
new links. Older people who participate in general social activities or for their community
could be recognised by receiving in-kind (non-pecuniary) compensation and enjoy public
goods and services of their choice, or "credits" that could be exchanged for these services
or other benefits.

Front 3: Guarantee sufficient pensions within a framework of a fully sustainable Social
Security system

Strengthening the sufficiency and sustainability of future pensions must be a priority aim for
the State and Spanish society as a whole. As we have seen, the demographic and economic
changes that will take place between now and 2050 will add extra pressure on the public system.
Improvements in the pattern of economic growth and the functioning of the labour market
(increasing the employment rate and reducing employment insecurity) as proposed in chapters
1 and 7 of this Strategy will help, in part, to overcome this challenge. There are also a host of
measures (some of which have already been outlined in the recommendations approved by the
Toledo Pact)?® that can be adopted and implemented to ensure the dual aim of sufficiency (with
a special emphasis on improving the purchasing power of minimum pensions) and long-term
sustainability. Among them, we highlight three:

— Develop a system of supplementary pensions that, without undermining the centrality of
the public system and its sufficiency, will by 2050 gradually approach those of today's most
advanced European countries in this regard. This would make it possible to supplement
retirement income from the public system, achieving higher total replacement rates and
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thus improving the extent to which retirement income as a whole is adequate, whilst at
the same time making progress on the goal of making the pension system sustainable.
A supplementary pension system like this would encourage savings, which would also
contribute to more sustained economic growth. To achieve its purpose, this system
should be owned personally such that it accompanies the beneficiary through the
different phases of their active life and is portable between companies, and is illiquid
until retirement. Exceptions to this would be situations of need such as serious illness,
occupational disability or cessation of activity in the case of self-employed workers,
among other reasons. Furthermore, it should be developed within a framework of dialogue
between companies and workers.

— Continue to reform the public pension system to make it more sustainable, and align
it to demographic changes (life expectancy) as they occur, introducing periodic review
mechanisms associated with changes in economic and employment dynamics. It would
also be advisable to develop measures to bring the contribution criteria for those working
under the Self-Employed Regime into line with those of the General Regime, linking the
contributions of the self-employed to their actual net income. Progress also needs to be
made in protecting non-conventional workers, given their foreseeable increase in the
future.

— Establish an advanced role for active retirement that allows us to prolong our working life
in a satisfactory way for all of us.

— In the coming decades, and once the effect of the other measures has been assessed,
the need to align the retirement age with the increase in life expectancy should be looked
at, whilst paying attention to health inequalities.

These are just some of the ways to ensure sustainability in the system. Spain may opt for other
complementary alternatives. In any case, the path to be taken must be one that ensures fairness
and equity between different groups and generations (present and future), so that the financing
of pensions for some cohorts is not at the expense of an excessive burden on others. In this
regard, it would be advisable to make explicit the implications on inter-generational equity of
any decisions taken, as well as increase transparency in the information offered to citizens in
terms of calculating benefits, accrued rights, or financing Social Security, with the aim of reducing
the population's uncertainty about their future pension and helping them to plan their retirement
better.204

Front 4: Transform the Long-Term Care (LTC) System

There are issues to be resolved within our country's care system that cannot be delayed: improving
and simplifying the management of the Autonomy and Dependent Care System (SAAD); reducing
waiting lists; strengthening home care; prioritising direct provision of services; increasing funding;
and the need for a comprehensive review of the SAAD. On this, it is worth noting the path opened
by the recently approved Shock Plan for the Autonomy and Dependent Care System.?%

In order to strengthen these action points and advance improvements to the care system as a
whole, several measures are proposed:2%
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— Make progress towards greater professionalisation of LTC:

+ Develop a National LTC Training Strategy, aimed at achieving improvements in the
training, qualification and accreditation of professionals working in the sector.

+ Increase the proportion of non-financial benefits (day centres, night centres,
telecare, home help service, residential centres), and agree a minimum percentage
of total benefits earmarked for services to encourage autonomy. Clear conditions
for accessing financial benefits associated with home-based care (budgets, care
inspections) should be also established, and in-kind services prioritised.

« Remove barriers to accessing LTC services, by setting explicit maximum time limits
for evaluating and providing the required service, and conveying information to the
public to enable them to choose a care provider, based on the quality of care, the
services offered and the price.

« Improve coordination between the National Health System and LTC, through
appropriate organisational development and with a view to models of care for chronic
conditions and person-centred care. To support this change, the planning of health
services and LTC should be integrated. A single information system should also be set
up for the provision of these services, and encourage the role of "case management"
professional.

— Caring for caregivers by:

« Devoting a percentage of the system's resources to training them.
« Promoting "respite and support services for carers".
+ Creating specific psychological support programmes for caregivers.

+ Reviewing employment regulations to protect caregivers, regardless of how they are
hired (whether by a household or by an institution).

« Promoting a culture of care across generations and genders for a more equitable
redistribution of informal care.

« Raising the social standing of care work, through education and campaigns to raise
awareness of its importance.

« Encouraging co-responsibility in caring for the elderly, through greater numbers of
men working in this area.

— Drive forward changes in forms of care:

- Encouraging citizens to choose the most suitable place for their care (home,
institution, mixed).

+ Favouring a person-centred approach?®” as an ethical model for LTC - both at home
and in care homes.
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« Promoting the use of new technologies (apps, internet monitoring, home automation
adaptations) in the homes of people with limited autonomy.

« Driving the development of new forms of housing (sheltered housing, self-managed
collective housing) and a reinventing of residential care to smaller and more modular
models, such as cohabitation units, with more homely and personalised environments
and settings.

— Encourage the creation of systematised LTC knowledge:

« Improve information systems for residential and home-based LTC - nationally and
in a standardised way - involving the collection of regular information on the types,
services, characteristics and users.

+ Promoting research to build knowledge and analysis on the different forms of LTC.

+ Sponsoring pilots for experimenting with and validating new LTC models - both in
homes and care homes.

Front 5: Make it easier for women to have the number of children they really want to have

In Spain, we have fewer children than we would like to have.?’® The data reveal that women in Spain
would like to have 1.9 children on average,?®® whereas the current fertility level is only at 1.2.21°
The most effective way to move in this direction is to achieve the improvements in employment
and redistribution discussed in chapters 1, 7 and 8 of this Strategy, with a special emphasis on
reducing job insecurity and improving work-life balance. At the same time, we will need to bolster
family policies that have already produced the best results in other nearby countries.?** Among
others, we highlight the following:

— Promote greater equality in the sharing of care work and co-responsibility.?*?

— Strengthen the available options for state funded high quality early childhood education
until over 50% of children aged 0 to 3 are in school (the national average is currently
37%).2*3 Countries like Sweden and Denmark are already above this percentage, with a
high level of involvement by state schools.?*4

— Supplement the educational options for 0-3 year olds with assistance services that ensure
effective schooling of children from the most vulnerable environments. It is proposed
that families in receipt of the Minimum Living Wage should also have automatic access
to school dinners and grants for fees at this stage of education.?*®
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CHALLENGE #5: GET OUR WELFARE STATE READY FOR A

LONGER-LIVING SOCIETY
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Poblacién residente por fecha, sexo y edad. https://www.ine.es/dyngs/
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Herce San Miguel (dirs.). Los retos socio-economicos del envejecimiento
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in each of the represented age cohorts and the population in that age
group. The EU-8 and EU-27 are constructed as the simple average of the
values of the individual countries. The observed figure is from 2019. For
further details, see: OECD. LFS by sex and age — indicators. https://stats.
oecd.org/.The activity rate is defined as the ratio between the active
population in each of the represented age cohorts and the population
in that age group. The EU-8 and EU-27 are constructed as the simple
average of the values of the individual countries. The observed figure
is from 2019. For further details, see: OECD. LFS by sex and age —
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Spain are from the OECD and data for the EU-27, from Eurostat. The
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eurostat/data/database; and OECD. Health expenditure and financing.
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term care (social). https://stats.oecd.org/Index.aspx?DataSetCode=SHA.
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average of the values of the individual countries. Data for the EU-8 and
Spain are from the OECD and data for the EU-27, from Eurostat. The
observed figure is the average from 2015 to 2018. For further details,
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For further details, see: Eurostat. Expenditure for selected health
care functions by health care financing schemes [HLTH_SHA11_
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HCHF. https://ec.europa.eu/eurostat/data/database; OECD]. Health
expenditure and financing. Government/compulsory schemes. Current
expenditure on health (all functions) and long-term care (health).
https://stats.oecd.org/Index.aspx?DataSetCode=SHA.

193 The numerator includes the beneficiaries of the System for
Autonomy and Care for Dependency (SAAD) who, although they have
the right to a benefit, are not receiving it. The denominator includes
all the beneficiaries of the Sistema para la Autonomia y Atencion a la
Dependencia who have been recognised as entitled to a benefit. The data
observed is the situation as of December 2020. For further details, see:
Instituto de Mayores y Servicios Sociales. Estadisticas. Sistema para la
Autonomia y Atencion a la Dependencia. Histdrico. Informes publicados.
https://www.imserso.es/imserso_01/documentacion/estadisticas/
info_d/estadisticas/est_inf/inf_gp/2020/index.htm.The numerator
includes the beneficiaries of the System for Autonomy and Care for
Dependency (SAAD) who, although they have the right to a benefit, are
not receiving it. The denominator includes all the beneficiaries of the
Sistema para la Autonomia y Atencion a la Dependencia who have been
recognised as entitled to a benefit. The data observed is the situation
as of December 2020. For further details, see: Instituto de Mayores 'y
Servicios Sociales. Estadisticas. Sistema para la Autonomia y Atencion
a la Dependencia. Histérico. Informes publicados. https://www.imserso.
es/imserso_01/documentacion/estadisticas/info_d/estadisticas/est_inf/
inf_gp/2020/index.htm.

194 The Basque Government's Health in All Policies (SeTP, Salud en
todas las politicas) initiative is an interesting example of an ambitious
and comprehensive initiative. For further details on the initiative, see:
Department of Health of the Basque Government. “Salud en todas las
politicas.” Department of Health of the Basque Government, https://
www.euskadi.eus/gobierno-vasco/salud-todas-las-politicas/inicio/.

95 The draft of the "Recovery, Transformation and Resilience Plan"
includes in its component 18 "Renewal and expansion of the
capacities of the National Health System" more than 1 billion euros to,
among other things, develop a plan to invest in high-tech equipment
in the National Health System, reinforce prevention and health
promotion and increase the capacity to respond to health crises. See:
Government of Spain. Recovery, Transformation and Resilience Plan.
Madrid, 2021. https://www.lamoncloa.gob.es/presidente/actividades/
Documents/2021/130421-%20Plan%20de%20recuperacion%2C%20
Transformacion%20y%?20Resiliencia.pdf.

% For a detailed analysis of possible proposals for action in this field,
refer to: Asociacién de Economia de la Salud. “Capitulo IV. Buen
gobierno de la sanidad.” In Sistema Nacional de Salud: diagndstico y
propuestas de avance. 2014. http://www.aes.es/Publicaciones/SNS_
version_completa.pdf.

197 Department of Health, Social Services and Equality. Estrategia para
el Abordaje de la Cronicidad en el Sistema Nacional de Salud. Madrid,
2012. https://www.mscbs.gob.es/organizacion/sns/planCalidadSNS/
pdf/ESTRATEGIA_ABORDAJE_CRONICIDAD.pdf.

1981t refers to interventions that are routinely applied in healthcare
practice but (1) are performed outside the approved or clinically
relevant indication; (2) are effective and safe, but there are other first-
line alternatives with better cost-effectiveness and safety outcomes;
and (3) there is no solid scientific evidence on their appropriateness
and therapeutic utility. See: Department of Health, Social Services and
Equality. “Compromiso por la calidad de las sociedades cientificas en
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Espafa.” Department of Health, Social Services and Equality, https://
www.mscbs.gob.es/organizacion/sns/planCalidadSNS/cal_sscc.htm.

199 For further details on the international comparison of pension
and work reconciliation arrangements, the current situation in Spain
and the debate on future directions for improvement, see: Jiménez
Martin, Sergi. “Jubilaciéon Activa.” FEDEA, Documentos de trabajo, n.°
2021/02, 2021. https://documentos.fedea.net/pubs/dt/2021/dt2021-
02.pdf; and Sanchez Martin, Alfonso R., and Sergi Jiménez Martin. “La
compatibilidad del trabajo y el cobro de pensién en Espafa: analisis
institucional en el contexto europeo.”FEDEA, Estudios sobre la Economia
Espanola, n.° 2021/10, 2021. https://documentos.fedea.net/pubs/ece/
eee2021-11.pdf.

200Konle-Seidl, Regina. “Retention and re-integration of older workers
into the labour market: What works?” IAB Discussion Paper, n.° 17,
2017. https://www.econstor.eu/handle/10419/172881.

201Herce, José Antonio. “Trans-formacion.” Empresa Global, n.° 95, 2010.
http://www.empresaglobal.es/EGAFI/descargas/1051548/1633772/
trans-formacion.pdf.

2020n this question, see: Halabisky, D. “Entrepreneurial Activities in
Europe - Senior Entrepreneurship.” OECD Economic Policy Papers, n.°
2, Paris: OECD Publishing, 2012. https://doi.org/10.1787/5jxrcml7lhxq-
en; and Liang, James, Hui Wang, and Edward P. Lazear. “Demographics
and Entrepreneurship.” Journal of Political Economy 126,n.°S1,2018.
https://doi.org/10.1086/698750.

203 Official Gazette of the Spanish Parliament.Informe de evaluacién y
reforma del Pacto de Toledo. Madrid, 2020. https://www.congreso.es/
public_oficiales/L14/CONG/BOCG/D/BOCG-14-D-187.PDF.

204Since 2011, the General Social Security Act has already stipulated
that the Social Security Administration must inform each worker of his
or her future entitlement to ordinary retirement, by means of the so-
called "orange letter or envelope". An example of good practice in this
regard is the orange envelope in Sweden. See: Boada-Penas, Maria del
Carmen. “Reformas del sistema de pensiones: La Experiencia Sueca.”
FEDEA, Documento de Trabajo, n.° 2021/03, 2021. https://documentos.
fedea.net/pubs/dt/2021/dt2021-03.pdf; and Official State Gazette.
Ley 27/2011, de 1 de agosto, sobre actualizacion, adecuacién y
modernizacién del sistema de Seguridad Social. Madrid, 2011. https://
www.boe.es/buscar/doc.php?id=BOE-A-2011-13242.

205 Department of Social Rights and Agenda 2030. On this, it is worth
noting the path opened by the recently approved Shock Plan for
the Autonomy and Dependent Care System. Madrid, 2020. https://
www.montepio.es/wp-content/uploads/2020/05/Plan-de-Choque-
Dependencia_resumen-de-propuestas_02-10-2020.pdf.

206 Tn this respect, it is also worth noting the boost that European
recovery funds can provide. The draft of the "Recovery, Transformation
and Resilience Plan" in its component 22 "Shock plan for the care
economy and reinforcement of inclusion policies" provides for more
than 3.5 billion euros for, among other things, the strengthening of care
for dependent persons and the promotion of the change of model in
long-term care. See: Government of Spain. Recovery, Transformation
and Resilience Plan. Madrid, 2021. https://www.lamoncloa.gob.es/
presidente/actividades/Documents/2021/130421-%20Plan%20
de%20recuperacion%2C%20Transformacion%20y%20Resiliencia.pdf.
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207See: Martinez Rodriguez, Teresa, et al. Modelo de atencidn centrada en
la persona. Presentacion de los Cuadernos prdcticos. Madrid: Informes
envejecimiento en red, n.° 12, 2015. http://envejecimiento.csic.es/
documentos/documentos/enred-modeloatencioncuadernosmatia.pdf;
and WHO. WHO global strategy on people-centred and integrated health
services. Geneva, 2015. https://www.who.int/servicedeliverysafety/
areas/people-centred-care/global-strategy/en/ .

20821% of women aged 18-55 have had fewer children than desired.
42% of women in Spain aged between 18 and 55 have had their first
child later than they considered ideal. For more information, see: INE.
Encuesta de fecundidad 2018. https://www.ine.es/dynt3/inebase/es/
index.htm?padre=5497.

209 Considering women aged 18 and over. For further details, see: INE.
Encuesta de fecundidad 2018. https://www.ine.es/dynt3/inebase/es/
index.htm?padre=5497.

2WINE. Indicador coyuntural de fecundidad, 2019. https://www.ine.es/
dyngs/INEbase/es/operacion.htm?c=Estadistica_C&cid=1254736177
003&menu=ultiDatos&idp=1254735573002.

211 Tn addition to the policies proposed below, in Chapter 8 of this
Strategy two policies that may have an effect on the birth rate are
proposed: an improvement in the child benefit for each child under
18 years and a reform of family benefits in personal income tax. In the
long run, the effectiveness of family policies based on direct monetary
incentives may be compromised. In Spain, the introduction of an
allowance of 2,500 euros per child increased fertility by 3% between
2007 and 2010, but its elimination decreased it by 6%, See: Gonzalez,
Libertad, and Sofia Trommlerova. “Cash Transfers and Fertility: How
the Introduction and Cancellation of a Child Benefit Affected Births
and Abortions.” Journal of Human Resources, 2021. https://www.
barcelonagse.eu/file/8108/download?token=j4sLFbkf.

22Borras, Vicent, Marc Ajenjo, and Sara Moreno-Colom. “More time
parenting in Spain: a possible change towards gender equality?” Journal

of Family Studies 27, 2021. https://doi.org/10.1080/13229400.2018
.1440618.

213 For further details, see: Eurostat. Pupils in early childhood and
primary education by education level and age - as % of corresponding
age population [educ_uoe_enrp07]. https://ec.europa.eu/eurostat/
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