The Ageing
Population of Brunel
Darussalam: Trends

and Economic

Consequences

Formal investment by the Government is
needed to care for elderly people, otherwise, huge social
problems with significant economic consequences
are both inevitable and imminent

By Parvez Azim*

Population ageing has been a topic of consderable interest during the last
decade (Knodel, 1999), more so in the developed regions of the world than in
the less developed regions. This is s0 because the process of population ageing
has been much dower until recent times in the less developed regions.
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Tablel. Actual and projected population by residential
status, 1971-2011, Brunei Darussalam

Year Citizens and permanent Migrant workers Totals population
residents
Number Per centage Number Per centage Number Per centage

1971 112,896 82.9 23,360 171 136,256 100
1981 147,861 76.7 44,971 23.3 192,832 100
1991 189,956 72.9 70,526 271 260,482 100
1996 214,400 75.4 69,800 24.6 284,200 100
2001 240,100 69.6 104,700 304 344,800 100
2006 266,300 68.5 122,400 315 388,700 100
2011 293,200 67.2 143,300 32.8 436,500 100

Sour ce: Economic Planning Unit Report: Demographic Situation and Population
Projections 1991-2011, Ministry of Finance, Negara Brunei Darussalam, April 1994.

The United Nations (1998) has projected that in some developing
countries the “greying” population will increese regpidly in the next few
decades. Because no ressarch has ever been published on population ageing
issues in Brunei Darussdam, this article was prepared to fill that gep. After a
brief discusson of the past population changes in Brune Darussdam, the
future trends in population age dructure are described, with the main emphass
beng on the ageng segment of the populdion. This atide diginguishes
between “citizens and permanent residents” and “temporary residents’
(migrant workers). The United Nations projections do not distinguish between
those different population groups and thus project the entire populaion as
though it will eventudly reach retirement age in Brune Darussdam. Therefore,
it is necessry to make a didinction between the different groups. This aticle
deds with the issue of migrant workers explicitly, and projections have been
made separatdly for them. The aticle concludes with an assessment of the
overdl impact of population growth on the economy of the country in generd
and tha of the ageing population on macro-economic vaiables in paticular.
The socid impact and other implications of the ageing population have aso
been touched tangentidly.

Past and future changesin population

The populaion of Brune Darussdam was 136,256 persons, 192,832
persons and 260,482 persons, in1971,1981 and1991(table 1) respectively.
These numbers reflect a growth rate of 4.5 per cent and 3.5 per cent for the
|0-yearintercensal periods 1971-1981and1981-1991respectively. It can be
seen from this trend that the population of the country amost doubled between
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Figure 1. Population of Brunei Darussalam, 1971-2011
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1971 and 1991 (Obben, 1998); it is estimated that it will have tripled by the
year 2011 (figure ).

The reduction in the rate of population growth could be attributed to the
decline in fetility resulting from the increesng number of femdes attaining
higher education (tabled. This has led to a conddedble rise in the femde
labour force participation rate and in the number marrying at alater age. The
composite effect of these factors has caused a reduction in birth rates, which
are illugtrated by the gradud dhrinkage of the base of the respective populétion
pyramids of Brune Darussdam (figures2, 3and 4).

These population pyramids for 1971, 1981 and 1991 clearly show the
changes in the country’s age dructure. The proportion of people aged 0-14
decreased, the proportion of people aged 15-59 increased and the proportion of
people aged 60 and older remained dationary. One factor which held amost
steadily throughout the period under consideration has been the 60 years and
older population age group. It comprised 4.8 per cent of the entire population
of the country in 1971,4.2 per cent in 1981 and 4.1 per cent in 1991, as shown
in the apex of figures 2, 3 and 4 respectively. The population 0-14 years
comprised 43 per cent of the population in 1971, 39 per cent in 1981 and 34
per cent in 1991, a dear downward trend in the young dependents, while the
percentage of the 1564 year age group (economicdly active people) increased
from 52 per cent in 1971 to 57 per cent in 1981 and 61 per cent in 1991.
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Figure2. Population pyramid for Brunei Darussalam, 1971
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Figure3. Population pyramid for Brunei Darussalam, 1981
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Figure4. Population pyramid for Brunei Darussalam, 1991
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Table 2. Total fertility rate and life expectancy at
birth in Brune Darussalam, 1950-1995

Year Total fertility rate Expectation of life at birth (years)
(children per woman)

Males Females
1950-1955 7.00 59.6 61.1
1955-1960 7.00 61.0 62.0
1960-1965 6.72 62.5 63.5
1965-1970 5.94 64.0 66.0
1970-1 975 5.40 66.9 69.9
1975-1980 4.40 68.1 71.4
1980-1985 3.80 70.1 73.6
1985-1990 3.37 715 75.3
1990-1995 3.09 724 771

Source:  United Nations (1999). World Population Prospects: The 1998 Revision, Volume
I1: Sex and Age (New York, United Nations).

Population ageing

Population datigtics reved that there has been a continuous decline in
fertility and a rise in the life expectancy a hirth (table?. As a consequence,
there has been a rise in the average age of the population, with a subsequent
trend towards an ageing population (table 3). Owing to this ageing trend, the
young dependency ratio (under age 15) will fdl and the old-age dependency
ratio will rise. In the future, the number of very old (those 75 years and older)
is expected to rise sharply as life expectancy continues to go up.

Table 3. Median age of the population by residential
status, 1991-2011, Brunei Darussalam

Year Median age (years)
Citizens and permanent Migrant workers All groups
residents
1991 19.9 28.9 234
1996 . 21.0 28.9 24.2
2001 222 28.9 251
2006 235 28.9 26.0
2011 24.7 28.9 26.8
Source: Economic Planning Unit Report: Demographic Situation and Population

Projections 1991-2011, Table 7.1, Ministry of Finance, Negara Brunei Darussalam, April 1994.
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As shown in table 3, the median age of citizens and permanent residents
is projected to increase from 19.9 years in 1991 to 24.7 years in 2011. The
corresponding  figures for migrant workers are estimated to remain constant a
289 years throughout the period under consideration. This implies that the
ageing process of the population is soldy due to the non-migrant population.
Furthermore, the median age of migrant workers was noted to be more than
that of local workers throughout the period 1991-2011. The overal median age
of dl groups is projected to increase from 234 years in 199 1 to 26.8 years in
2011

Regarding the economic consequences of this demographic trangtion, the
trend in the ageing of the population will affect everyone in the country.
Economists assess the importance of population size and population
characterigtics in terms of ther contribution to the production of goods and
savices (Anderton, 1995). However, it is not the population sze only that
metters but the different age didributions of the populations An ageing
population is likely to cause an increase in the number of retirees;
consequently, the old-age dependency ratio will incresse. Elderly people will
draw a penson and will make more demands on the country’s hedth and socid
savices sysem. The amount of hedth cae and community services needed
will increese not only with increesing numbers of dderly people, but dso with
the age of that segment of the population. These sarvices will be provided by
the working population of those aged 15 to 64 years. With the high levd of
unemployment and the growing edely population, the future does not look
very bright for the country. The ageing of the population will cause an incresse
in the cog of retirement pensons as wel as in the demand for medica care.
More geiatricians will be needed in hospitas.

There are many aspects in which ageing is an important issue: for
example, the growth of the older segment of the population will leed to a
reduction in the size of the work force and a sSmultaneous growth in the
percentage of the population over retirement age. In addition, it may become
necessry to re-design buildings and open spaces as the percentage of young
people decreases and the proportion of the ederly increases.

Table4 shows that the number of persons aged 65 years or oOlder,
including migrant workers, in Bruneé Darussdam was edimated to be 7,000 in
1991. Out of that number, only 400 were migrant workers. This age-group is
projected to admost double to approximately 13,800 by 2011; out of that
number, only 800 would be migrant workers The aged (65 years and older)
femde populaion of 7,700 will exceed that of the aged mde population of
6,100 in 20 11. Regading the percentage of the population aged 65 years or
older in Brune Darussalam, 2.7 per cent of that population group were aged 65
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Table4. Decomposition of the projected population aged 65 and older,
by sex and residential status, 1991-2011, Brunei Dar ussalam

Year Citizens and permanent Migrant workers All groups
residents
Males Females Males Females Males Females

1991 3,400 3,200 200 200 3,600 3,400
1996 3,800 3,800 300 200 4,100 4,100
2001 4,300 5,000 300 300 7,700 8,000
2006 5,000 6,200 400 300 9,400 9,900
2011 5,600 7,300 400 400 6,100 7,700

Source:  Based on Economic Planning Unit Report: Demographic Situation and Population
Projections 1991-2011, Table 7.5, Ministry of Finance, Negara Brunei Darussalam, April 1994.

years or older in 1991; it is projected that this percentage will rise to 3.2 in
2011

There has been a continuous increase in the number of migrant workers in
Brung Darussalam. Migrant workers were estimated to account for 17 per cent
of the tota population in 197 1. The percentage of migrant workers rose to 27
per cent of the total population in 1991 and it is projected to rise further to 33
per cent in 2011 (see table 1). However, it should be noted that, in spite of such
a large number of foreign workers in Brune Darussdam, they live in the
country for a temporary period and leave before retirement age. Thus, they do
not become pat of the ederly dependent population. This factor must be taken
into account in future studies and projections. It is aso worth mentioning that
the pecentage of old-age dependents is currently much higher in the more
developed than in the less developed countries (United Nations, 1998), but the
pace of ageing in developing countries is more rgpid, and their trangtion from
a young to an old-age structure will be more compressed in the future.

When it comes to the ageing population of a country, it is imperative to
shed light on life expectancy & age 60. The world has experienced dramatic
improvements in longevity. Life expectancy a birth has increased about 19
years since 1950 to its current level of 65 years. In Brune Darussdam, the
United Nations projects that life expectancy a birth will increese from 76 years
(1995-2000) to a dramatic level of 8 1 years by the year 2040. Life expectancy
a age 15 is projected to rise from 62 years (1995-2000) to 67 years in the next
four decades. It is ds0 obsarved that femde life expectancy a hbirth is grester
then that of males by a margin of aout Sx years. It has aso been concluded
that the oldest old (75 years and older) femaes outlive ther male peers. The
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reason for this phenomenon is that males are exposed to more harsh
environments and thus are subject to more wear and tear than femdes who in
gened ae more likdy to say a home In Brung Daussdam, of those
aurviving to age 60, by 2040 men can expect to live another 20 years and
women, an additiond 26 years. The United Nations has projected that men
reeching age 60 in the least developed countries can expect only 14 more years
of life and women, 16 years, while in the more developed countries, life
expectancy & age 60 is 18 years for men and 22 years for women. It is
encouraging to note that life expectancy in Brunei Daussdam is dmost the
same as in the more developed countries of the world.

As fa & the percentage of women, excluding migrant workers in the
older population of Brune Darussdam is concerned, the femae populaion will
far exceed the mae population in 2011 (table4). In 1991, however, there were
more maes than femdes in the older population, excduding migrant workers
This reversd of the trend could be termed as old-age feminizetion. The reason
is that women are generally more likely to survive to older ages. The
percentage of women in the older age groups is higher in the more developed
countries than in the less developed countries owing to larger differences in life
expectancy between the sexes in the more deveoped countries. The same
Stuation is projected to prevail in Brune Darussdam.

Changing dependency ratios

Dependency ratios have important implications for social security
schemes, particularly traditional pay-asyou-go systems (United Nations, 1998),
in which current workers pay taxes used for the benefit of current retirees. The
proportion of the population which is economicaly inactive (children below 15
years of age and adults above the retirement age of, say, 65) ae cdasdfied as
the dependent population. This ratio indicates roughly how many dependents
must be supported by every 100 people in the economicaly active group. It can
only be gpproximate, as some people younger than 15 or older than 65 may be
in full-time employment; furthermore, some people older than 15 may be
pursuiing full-time education. The dependency ratio is conddered to be one of
the most important measurements of populaion gtructure, because the revenue
obtained from the active population has to support the non-economicaly active
sector for things such as schooling, pensons, food, clothing and shdter, hedth
care and housing. Many of these services have to be provided by the
Government and are the subject of planning.

The totd dependency ratio in Bruneé Darussdam has gradudly declined
from 59 in 1991 to 48 in 2011 (table5). In 1991, there were 59 dependents per
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Table5. Dependency ratios by residential status,
1991-2011, Brunei Darussalam

Year Citizens and permanent Migrant workers All groups
residents
<I5 65and <15+65 <15 65and <15+65 <15 65 and <15+65
years  older and years older and years older and
older older older

1991 69.6 6.1 75.7 26.1 0.7 26.9 54.9 4.3 59.2
1996 64.0 6.1 70.1 26.1 0.7 26.9 50.7 4.2 54.9
2001 58.7 6.4 65.2 26.1 0.7 26.9 46.9 6.9 53.8
2006 531 6.7 59.8 26.1 0.7 26.9 43.2 7.3 50.5
2011 48.5 6.9 55.3 26.1 0.7 26.9 39.9 8.7 47.9

Source:  Economic Planning Unit Report: Demographic Situation and Population
Projections 1991-2011, Table 7.4, Ministry of Finance, Negara Brunei Darussalam, April 1994, and
the author’ s own calculations.

100 persons of working age (1564 years). Out of these 59 dependents, 55 were
young dependents and only four were ederly. However, the percentage of
young dependents has been faling, while that of elderly dependents has been
risng among dtizens and permanent resdents. Among migrant workers amost
dl the dependents are young dependents.

The daa in table6 reved tha the overdl growth rate of the employed
population was 565 per cent during the period 1971-1981; 10 years later,
during the period 1981-1991 it was 4.7 per cent. An interesting feature of the
data concens the more than double growth rate of employed femdes as
compared with males between the periods 1971- 1981 and 1981- 1991. While
the growth rates of unemployed maes increased from 2.6 per cent in the period
1971-1981 to 4.04 per cent in the period 1981- 1991, that of females decreased
from 2.96 per cent to 1.43 per cent for the same period.

The projections indicate condgtently rising trends of employed mdes and
femdes over the period under consideration (1995-2010), but the growth rates
of employed femaes were noted to be more than those of mades. The growth
rates of unemployed maes and femaes were dmost the same during the period
1971-1981 except during the period 1981-1991 (table 6).

It is encouraging to note that the employed femae workforce increased
manifold from 7,000 in 1971 to 37,000 in 1991 ( Y ean and Tan, 1999); by
contrast, the number of employed maes increased from 34,000 to 75,000 for
the same period. This trend towards risng femae participation in the workforce
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Table6. Population distribution by activity status
and sex, 1971-2010, Brunei Darussalam

Activity status 1971 1981 1991 1995 2000 2005 2010 Average
annual
growth
rate o)

1971- 1981-
1981 1991

Total:

Employed 41,000 71,000 112,000 186,000 204,000 230,000 251,000 5.65 4.70
Unemployed 36,000 48,000 59,000 115,000 123,000 124,000 129,000 2.80 2.08
Males:

Employed 34,000 54,000 75,000 96,000 107,000 120,000 130,000 4.64 3.38
Unemployed 9,000 11,000 16,000 59,000 64,000 65,000 65,000 2.60 4.04
Females:

Employed 7,000 17,000 37,000 85,000 97,000 108,000 120,000 9.35 8.16
Unemployed 28,000 37,000 43,000 56,000 60,000 63,000 64,000 2.96 1.43

Source:  Figure for the period 197 I-I 991 are from Teo Siew Y ean and Tan Siew Ee
(1999). “Population and labour forcesin Brunei Darussalam: patterns and structural changes”,
Readings on the Economy of Brunei Darussalam: (Universiti Brunei Darussalam), pp. 101-1 05;
figures for the period 1995-2010 are projected.

Note:  Numbers have been rounded.

should help to reduce the current rdiance on foreign workers in dmost dl
sectors of the economy. This trend could be due to more enlightened employer
atitudes towards the hiring of femaes the better educationd qudificaions of
women and the more lucrative job opportunities for femdes in the rapidly
expanding economy of Brune Darussdam.

Population by residential status

The data on foreign-born persons categorized as temporary workers show
an upward trend, risng from 23,360 persons in 1971 to 44,971 persons in 1981
and to 70,526 persons in 1991, for a growth rate of 6.77 per cent in the period
1971-1981 and 4.61 per cent in the period 1981-1991 (table 7). The distribution
trend of the temporary residents increased from 17.1 per cent in 1971 to 23.3
per cent and 27.1 per cent in 1981 and 1991 respectively. Another noteworthy
feasture concerns the decline in the number and proportion of permanent
resdents and a declining proportion of citizens of Brune Darussdam. The
annual growth rate of citizens was dightly dower for the period 198-1 199 1 as
compared with the period 1971- 1981. The number of citizens increased less
than two-fold, from 92,153 persons in 1971 to 171,099 persons in 1991. The
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Table7. Population by residential statusin
Brunei Darussalam, 1971,198 and 1991

Year Citizens® Permanent Temporary Total
residents residents
Numbers:
1971 92,153 20,743 23,360 136,256
1981 127,676 20,185 44,971 192,832
1991 171,099 18,857 70,526 260,482
Growth rate per annum (%):
1971-1981 331 -0.27 6.77 3.53
1981-1991 2.92 -0.68 4.61 3.05
Distribution (%):
1971 67.6 15.2 171 100
1981 66.2 10.5 233 100
1991 65.7 7.2 271 100

Source:  Variousissues of Brunel Darussalam Satistical Yearbooks.

a Theterm citizens refersto the holders of the Brunei Darussalam Y ellow Identity Card;

b Theterm permanent residents refers to the holders of the Brunei Darussalam Purple
Identity Card;

¢ Theterm temporary residents refers to the holders of the Brunei Darussalam Green
Identity Card.

number as wedl as percentage of pemanent residents in Brunei Darussdam
decreesed during the period under consderation. The man cause could be
emigration, which produced a negaive growth rate.

It is very important to note that temporary residents more than doubled in
number from 23,360 persons in 1971 to 70,526 personsin 1991. Thisincrease
should not be surprisng, the reason being that Brune Darussdam is an
underpopulated country. Over the years, the continuous recruitment of foreign
workers having a wide variety of sills has causad this change.

According to the 197 1 population census, out of the total population of
136,256 people in Brund Darussdam, 101511 persons or 745 per cent were
born in the country and the remaining 34,745 persons or 255 per cent were
born outsde Brunei Darussdlam. As can be seen from table 8, the number of
locally born persons had increased from 101,511 personsin 1971 to 139,167
persons in 1981 and 184,388 persons in 1991. However, in terms of proportion,
the localy born population decreased from 745 per cent in 1971 to 722 per
cent and 70.8 per cent in 1981 and 1991 respectively. There was an increasein
the share of persons born in other countries in the totd population of the
country between 1971 and 1991.
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Table8. Classification of the population according to citizenship
statusin Brune Darussalam, 1971,198| and 1991

Country of birth 1971 1981 1991 1971 1981 1991 Growth rate
(Number) (Number) (Number) (percen- (percen- (percen- (percentage)
tage) tage)  tage)

1971- 1981-
1981 1991
Brunei Darussdlam 101,511 139,167 184,388 745 7217 7079 320 2.85
Foreignersa 34,745 53,665 76,094 255 2783 2921 444 355
Total 136,256 192,832 260,482 100.0 100.0 1000 3.53 3.05

Source: Population Census Reports, 1971, 1981 and 1991.

a Foreignersinclude people from Australia; Bangladesh; China; Hong Kong, China; India;
Indonesia; Malaysia; Nepal; Netherlands, New Zealand; Pakistan; Philippines; Republic of Korea;
Singapore; Sri Lanka; Taiwan Province of Ching; Thailand; United Kingdom of Great Britain and
Northern Ireland; and some other countries which are not mentioned.

It may be observed from table 8 that the population of citizens of Brunei
Darusdam grew a an annud average rate of 320 per cent and 2.85 per cent
for the intercensd periods 1971-1981 and 1981-1991 respectively, which was
dower than the population growth rate of foreigners, which grew a 4.44 per
cent and 355 per cent respectively for the same periods. In 1991, citizens of
Brunei Darussdam condituted just over haf (5 1.09 per cent) the country’s
workforce (Tisdell, 1999:214); the proportion of temporary residents (migrant
workers) aged 65 years and older amount to less than 1 per cent of the
workforce.

Regarding the implications of the large number of younger temporary
resdents in Bruneé Darussdam, it should be noted that a large number of these
workers could assst the Government via the payment of taxes to be used for
providing pensions and hedth care for citizens and permanent residents. Most
foreign workers in Brunei Darussdam live there for a temporary period; they
leave before retirement age, to be replaced by younger migrants, so they do not
become pat of the edely population of the country. Therefore, it is highly
recommended that a progressive income tax be imposed on temporary
residents. Brunei Darussalam, as arentier economy (ref: its so-called unearned
income from oil and naturd ges), is heavily dependent on migrant workers for
the operation of its economy. Government expenditure in the form of transfer
payments to the aged and unemployed populations, though financed by an
equivdent dlocation from income taxes, would have a podtive net multiplier
effect on the ndiond income. A taxation policy which redigtributes income
from the rich, with their relatively smdler margind propensity to consume, to
the poor, with their higher margind propensty to consume, would likey
increese aggregate demend in the economy, which in turn would raise the
nationa income and hence the dandard of living.
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The macroeconomics of ageng

To modernize and foder economic development in a country, injections
of capitd ae needed and these inputs should come from domedic savings. But
the composite impact of ageing and the rising dependency ratio in the country
will have adverse effects on household savings. Less savings mean less
availability of funds for banks to lend. This dStuation will exert an upward
pressure on interest rates. Pensioners living on meegre adlowances will not be
soending enough and therefore producers will not be investing and fully
utilizing resources. Therefore, less savings means less invesment, which in
turn will decrease the aggregate supply of goods and services. Thus, the fdl in
nationa income will be multiplied. Less income means lower tax receipts for
the Government. The fdl in nationd income will reduce both consumption and
savings as well as the demand for imports. the larger the margind propensity to
import, the bigger the reduction in imports. The reduction in demand may adso
put downward pressure on prices and wages. The reduction in demand will
widen the deflationary gep (demand-deficient unemployment) in the economy.
Less imports (by Brunel Darussdam) implies less exports (of the country’s
trading partners). In other words, if a country sdls less to a trading partner, it
cannot afford to buy as much as it did when it sold more. The net effect of
these two changes in exports and imports on the current account component of
the country’s bdance of payments is uncertain. Whether the current account
will go into deficit or surplus depends on which of these effects is the grester.
If the reduction in exports is greater than the reduction in imports, the current
account will go into deficit. This may cause deprecigtion of the country’s
currency againgt the mgor currencies of the world. The opposite will hold true
if the current account goes into surplus.

The current account deficit will reduce the supply of money, but on the
other hand the fdl in naiond income will reduce the demand for money. The
net effect on interest rates will depend on which of these effects outweighs the
other.

Regarding the pattern of production, the ageing population will force
producers to change the pattern of production, avoiding or reducing the
production of goods needed by the country’s young population and increasing
the production of goods which are demanded by its ageing population. This
will result in a diverson of resources in the economy from the production of
goods auiteble for the young segment of the population to the ones required by
the older segment.

A growing edely population is likely to be of increasng sgnificance to
slers of goods and sarvices, because they will be representing an important
and growing ssgment of the market. Frms will increesingly have to switch
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their products to apped to middeaged and old-aged people. It will be
necessay  for firms to carry out continuous new product development
programmes, kesping in mind the requirements of the ageing populaion. More
research will be needed by firms to determine the likdy leve of demand a
different ages, then they will have to caculae which is the most profitable.
More would be charged for a product with a reatively low price dadticity of
demand.

The changing compostion of the population has mgor implications for
the Government. Old-age dependents tend to have very low incomes and
therefore need income support. They will have to look to their families for care
in a way that has not changed in Brunei Darussdlam for centuries. But as time
passs, fewer and fewer people on whom such responsihilities will fal may be
willing to take on such burdens. The greying populaion may not only dow
economic growth, but adso heighten socid tenson and wesken coheson in the
community. Many edely people ae unable to look after themsdves and
therefore need care in the community. They are particularly expensive for the
Government in terms of penson and socid sarvices budgets, imposing grains
upon government finance. Because they have been brought up in a sociey
accustomed to affluence, their incomes will have to be increesed in red terms
if the sandard of living of the ederly is to be maintained a its current leve, or
there will have to be much more private provison by individuds. With the
population ageing as it is currently, the Government should encourage more
voluntary welfare organizations and private operators to provide community-
based hedth-care services (Sun, 1998). The Government of Brune Darussdam
has long recognized that there is a growing number of people with no family to
support and who are not ill enough to be hospitalized but who need continuous
medicad or nursing care in a community-based setting. To tackle the problem,
the Hedth Ministry must take appropriate early action.

An ageing population will have adverse impacts on the standard of living
of workers in the populaion (Anderton, 1995). The higher the dependency
ratio, the lower will be the income of workers if dependents are to receive a
given income. Workers will see their share of naiond income fdl over the
next 40 years if the income of pensioners incresses at the same rate as that of
workers. A sharp increase in the proportion of pensioners in Brunei
Darussdlum will cause a rise in net fmancid ligbilities of public penson and
hedth care schemes. A risng percentage of this expenditure in gross domestic
product (GDP) will leave less money for the Government to spend on other
projects. Tough decisons will have to be made in order to ded with an ageing
society. One response to this Stuation is for the Government to cut expenditure
on dae pendons, otherwise, sate pensons would absorb an ever-increasing
percentage of the totd budget in the next haf century.
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Based on actuaid projections, even small changes in assumptions
concerning economic  growth, retirement age, eanings and cther varidbles
could result in big revisons to penson forecasts. However, it can be sad with
confidence that the ageing trend will not change much during the next four
decades.

Conclusons, implications and recommendations

With the country’s declining fertility rate resulting in a reduction in the
proportion of young people in the population, the trend towards ageing may
have serious implications for Brune Daussdlam such as the potentid for
limitation of the labour supply. Furthermore, femades ae becoming more
independent and marrying later in life. Thus, a liberal, well-structured
immigretion policy could do a lot of good for the economy because foreign
workers will be needed a the higher and lower ends of the kills scde

To respond to this mounting demographic pressure, the Government must
come up with new policies, which could, for example limit sdary-rdated
benefits for new retirees by a cetan percentage, and may consder gradualy
rasing the pendonable age from the current 55 years to 65. These and other
meesures would enable the Government to cut the annud penson hbill by a
condderable amount and will put the sysem’s long-term finances on a viable
footing. Unless something is done urgently, the pension fund will go into the
red within a decade or s0. With a repidly greying population, the issue is of
more than mere academic interest. To edtablish a hedthy ageing society, forma
invesment by the Government is needed to care for dderly people including
rapid development of pension schemes and establishment of a medical
insurance sysem; otherwise, huge socid problems with Sgnificant economic
consequences are both inevitable and imminent. Last but by no means leadt, the
Government must continue with its very impressve education policy to tackle
the high population growth rate. Better education, while a worthwhile end in
itsdlf, dso has impacts on family planning. Education fogters fertility decline as
it changes the perception of parents regarding the vadue of children (Morshidi
and others, 1999).

Data on foreign-born persons have shown a rising trend both
proportiondly and in terms of absolute numbers. This trend could be attributed
to Brune Darussdam’'s import of both skilled and unskilled workers to meet
the needs of the growing economy. Since there currently is no income tax in
Bruneé Darussdam, it is recommended that a progressve income tax be levied
by the Government on foreign workers. The tax revenue collected should be
spent on the welfare of the country’s ageing population. Government
expenditure, though financed by an equivdent dlocation from income taxes,
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would have a positive net multiplier effect on the national income. A taxation
policy which redistributes income from the rich with their relatively smaller

margina propensity to consume to the poor with their higher margina

propensity to consume will tend to increase aggregate demand in the country.
This fiscal tool will reduce the strain on the Government’s tight budgetary
position. Brunei Darussalam needs to undertake a comprehensive review of
taxation systems in order to broaden and strengthen the Government’s tax
revenue base. Such areview should take into account the needs of an ageing
population without discouraging investment in the country. Such an approach
will strengthen government finances by controlling government expenditure
through clear prioritization.

To conclude, unless adequate measures are taken in the course of time,
this ageing of the country’s population will affect its ability to develop
sustainably. It must be remembered that development and population are
interacting variables, each affecting the other. Judicious fiscal and monetary
economic policies will have to be formulated and implemented to ward off the
adverse consequences on the economy of the ageing population.
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