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The Impact of Demographic Change on Public 

Services 

The International Longevity Centre-UK (ILC-UK) is the leading think tank on longevity and 

demographic change. We are an independent, non-partisan think-tank dedicated to addressing 

issues of longevity, ageing and population change. ILC-UK takes a lifecourse approach to 

demographic change. We consider the impact of an ageing society on all ages. 

ILC-UK has a strong international remit and is one of fourteen international members of the 

International Longevity Centre Global Alliance. Our work draws upon the expertise and experience 

of these organisations. ILC-UK is a futures organisation. We are interested in how the world will 

change as a result of demographic ageing. We develop ideas, undertake research and create a 

forum for debate. We look for innovations which will help tackle the societal challenges emerging 

as a result of demographic change. 

The following paper is based on evidence through the direct work of the ILC-UK from recent years 

and is necessarily brief. We hope to expand on broader themes relating to public services from our 

experience of researching demographic change if called to present oral evidence. 
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1. Does our culture about age and its onset need 

to change, and if so, how?  

1.1 Our society should seek to become “age neutral”. Age is a poor proxy for, for example, ability, 

experience, skills, knowledge, and wealth, and yet policies in the private, public and voluntary 

sector are far too often based on age. 

1.2 Our 2010 research on older consumers highlighted, for example, how the consumer 

marketplace fails the older consumer due to lazy assumptions about age (The Golden Economy – 

The Consumer Marketplace in an Ageing Society, 2010). This report also promoted the need for 

older people themselves need to be more demanding consumers. 

1.3 Our experience of working on issues relating to older drivers also highlighted significantly 

negative perceptions of older drivers, perceptions which are not borne out by evidence. Almost 

one in four adults say that people should have to stop driving at 75, 70 or younger than 70, despite 

their being no evidence that age related bans would improve road safety. 

1.4 We should take care not to overestimate the problem. Just one in six people agree that retired 

people play no part in the economic prosperity of the country (17%). (Population Ageing: Pomp or 

Circumstance, 2012). An ILC-UK think piece by Professor John Macnicol argued that whilst 

ageism has contributed to labour market problems facing older people, other factors have been 

more significant (Ageism and Age Discrimination: Some Analytical Issues, 2010).   

1.5 Recent data from one of our reports suggested that two-fifths of the population think we are 

overestimating the effects of an ageing society (Population Ageing: Pomp or Circumstance, 2012). 

This suggests that a substantial portion of the population may not be supportive of measures to 

help adapt to demographic change. This viewpoint was not concentrated among any one social 

group (based on age, social class, region, marital status, gender) but was one that was fairly 

evenly distributed among the population.  

1.6 Almost half of adults (45%) believe that the NHS will not be able to provide a service that is 

free at the point of use because of population ageing (Population Ageing: Pomp or Circumstance, 

2012). This demonstrates the widespread concern among the public about the impact of 

demographic change on public services. 
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2. Do our expectations and attitudes about work, 

savings, retirement and independence need to 

change, and if so, how?  

2.1 Expectations of Retirement: The meaning of retirement was originally bound up with the receipt 

of a pension, but has changed over time (The Future of Retirement, 2010). Between 1881 and 

2008 the economic activity rates of UK men aged 65+ fell from 74 per cent to 10 per cent. Now, 

there is an expectation of retirement, and the majority of people can expect to live for at least 

twenty years in retirement.  

2.1.1 Increasing longevity is beginning to challenge the economic reality of retirement for both the 

state and the individual. Faltering growth and the end of generous pension provision will for 

some, create a compulsion to work for longer. The increasing fiscal burden of an ageing society 

is emerging alongside the possibility of intergenerational conflict as today’s taxpayers are 

asked to fund the retirement of today’s retirees.  

2.1.2 The concept of retirement which many have come to expect is unlikely to be delivered for 

future retirees who are making inadequate pension savings. Barely a third of people are 

contributing members of a private pension scheme (38 per cent of men and 34 per cent of 

women) (How will the Retail Distribution Review impact on people with small pension pots?, 

2012). 

2.1.3 There is an increasing need for individuals to plan early for getting older, particularly as limits 

on public service provision increase. However, getting people to plan ahead earlier is not 

feasible for many. There is a lack of recognition that many of the policies set in place affecting 

young people are likely to have long-term consequences as they age. 

2.2 Working longer: An ILC-UK survey (Gradual retirement and pensions policy, 2012) on the 

prospects for extended working lives demonstrated a strong willingness across all age groups to 

work for longer in various circumstances. For example: 46 per cent of men and women would 

consider delaying retirement if their employer offered support for reducing their hours, or working 

more flexibly; 41 per cent of men and 39 per cent of women would consider delaying their 

retirement if they could defer their state pension entitlement in return for higher payments later; 

and only 2 per cent of men and 3 per cent of women said that nothing would make them consider 

delaying retirement. To a large extent, these circumstances already exist– but awareness of state 

pension deferral and the right to request flexible working, for instance, is very low, even among 

people approaching retirement. 

2.2.1 Younger and older people are most likely to exhibit positive attitudes towards people 

remaining in the workplace for longer; those who are middle aged are least supportive of 

workplace flexibility (Population Ageing: Pomp or Circumstance, 2012). However, supportive 

attitudes among all ages are in the minority – less than half of people asked in March 2012 

agreed that ‘because people are living longer and healthier it is right that people work longer 

before they can claim a state pension'. Those who were in the lowest social classes were least 

likely to agree – this may reflect concerns about health and occupation type. Policies aimed at 
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increasing the duration that people remain in the workplace and/or raising state pension age 

will have to recognise these differences in attitudes among different groups and their ability to 

work longer.  

2.3 Citizenship and later life: In a recent report (Retirement in flux: Changing perceptions of 

retirement and later life, 2012), ILC-UK argued for a citizenship approach to later life. Citizenship 

implies that, in return for recognising our responsibilities and duties such as obeying the law and 

paying taxes, we have certain entitlements and rights.  We believe that society needs to abandon 

the notion that people make contributions in their working life in return for support in retirement. 

Such an approach implies that retirement marks the point where older people’s contributions are 

no longer necessary or valuable. 

2.3.1 In Retirement in Flux, ILC-UK argued that older citizens have a responsibility to remain in the 

labour market, where possible, to enable skills retention and minimise the fiscal burdens on 

taxpayers. But alongside this, older people should have a right to support from employers, and 

society more generally, to enable longer working lives (including access to flexible work and 

gradual retirement).  We felt that older people should have a right to remain in their own home, 

but that it is fair that older people draw upon property wealth to help fund care costs. Whilst the 

idea of an obligation to volunteer is contradictory, we all have a responsibility to remain active 

in our communities. Opportunities to volunteer must therefore be appropriate: flexible, 

enjoyable, and oriented towards utilising the skills older people have developed during their 

working life. 
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3. Do the extent and nature of public services 

need to change? If so, how, and how should they 

be paid for?  

3.1 An ageing society will change both the nature of demand for public services and the way they 

need to be delivered. The public is concerned about the impact of ageing on demand for services 

and there is a large degree of concern about future sustainability. 

3.2 Health services: An ageing society will require us to rethink the prioritisation of health services. 

We are likely to need to invest more in preventative health across the life-course. This will pose 

difficult political decisions of prioritisation. In a recent report with Imperial College (Creating 

Sustainable Health and Care Systems in Ageing Societies, Global Health Policy Forum, 2012), 

ILC-UK has promoted a focus on preventative healthcare. Individuals’ ability to adopt healthier 

behaviours across the lifecourse is something that is sometimes overlooked – there is often an 

assumption that older people should be excluded from prevention programmes; with older people 

living longer this is no longer the case. 

3.2.1 Alongside the impact of the growth in the numbers of people living very long lives, the cost of 

dementia is likely to play an increasingly important role in influencing public spending. The 

current cost of dementia represents 1% of Global GDP and this cost is set to rise substantially: 

dementia funding is not relative to the burden of the disease. Of the top four diseases 

(dementia, cancer, stroke, heart disease), dementia contributes 52% of the costs, but receives 

only 6% of funding (The Future Economic, Health and Social Care Costs of Dementia, 2011). 

Public research funding provision must take into account the financial and societal cost of this 

disease. 

3.2.2 As another example of how services may need to change over time, over the last 12 months, 

ILC-UK has been working on the case for life course immunisation as part of the prevention 

agenda. As a society, the UK is very good at delivering childhood immunisation; yet with the 

exception of policies on influenza, there is no real strategy for delivering immunisation to adults 

(Life Course Immunisation: Improving adult immunisation to support healthy ageing, 2012). 

3.3 Care, housing and communities: With regards to planning social care services, ILC-UK has 

endorsed keeping older people independent for longer and keeping care closer to home– this 

involves adopting cost effective and innovative models of delivery (Creating Sustainable Health 

and Care Systems in Ageing Societies, Global Health Policy Forum, 2012).  

3.3.1 ILC-UK is a supporter of the recommendations arising from the Dilnot Commission. We 

believe this is critical area; the underfunding of social care is an enormous issue which must be 

solved immediately and will be an even greater problem if action is not taken as a matter of 

urgency. 

3.3.2 Extra Care housing highlights but one of many examples of how services may need to 

change. Our research, using longitudinal data from three Extra Care providers, highlighted that 

it could play a major part in delivering better health outcomes and reducing the long term care 

costs facing older people (Establishing the extra in Extra Care, Perspectives from three Extra 
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Care Housing Providers, 2011). In this research ILC-UK found that compared to those living in 

the community in receipt of domiciliary care, those in extra care housing are about half as likely 

to enter institutional accommodation. We also found that compared to a matched sample living 

in the community, Extra Care is associated with a lower likelihood of admittance to a hospital 

overnight and a lower than expected number of falls. These findings suggest that Extra Care 

housing could contribute significant financial savings to the public purse, particularly when 

taking a long-term perspective. Local authorities and public bodies could take a more proactive 

role in promoting Extra Care. 

3.3.3 With an ageing society, we will need to ensure, more broadly, that our communities are 

increasingly built to ‘lifetime home’ and ‘lifetime neighbourhood’ standards. There is a strong 

‘invest to save’ argument in designing our communities to be well designed for all age groups.  

Poorly designed neigbourhoods and housing has huge social and healthcare costs.  

3.4 Inequalities within old age: It is vital that society does not assume that the needs of all older 

people are the same or even similar. People’s needs and wants arguably become more 

heterogeneous, not less, as we age and gain different experiences. Many of the issues we 

encounter in some fields, for example housing, are in part a reflection of a lack of choice available 

to older people – the choices available do not reflect the diversity in health and social care needs, 

socioeconomic backgrounds, and other characteristics of older people. If we are to address 

demographic change we need to recognise increasing not decreasing diversity in characteristics 

and inequalities with age. 

3.4.1 People in lower social classes are around 40 per cent less likely than those in the highest 

social class to agree that they are more in charge of their own health more than other parties 

including the government, their hospital or GP, after controlling for other factors (Population 

Ageing: Pomp or Circumstance, 2012). It is not however, just class which creates a different 

experience of ageing. For example, an ILC-UK report from 2011 posits that in the coming 

years, women will not only disproportionately bear the burden of dementia in terms of numbers, 

but also the impact of caring (Women and Dementia - Not forgotten, 2011). 

3.4.2 There are also significant variations in the income and wealth of older people. Average 

household wealth peaks among those aged 55 to 64 declining gradually among older cohorts. 

The average weekly income of the oldest households (75 or older) in 2007 was around £300, 

or just under £16,000 a year, meaning that many older people live on very low incomes indeed. 

Additionally, even those on a high income can suffer from expenditure poverty and as a result 

will also spend relatively little in the consumer market. (The Golden Economy – The Consumer 

Marketplace in an Ageing Society, 2010). 

3.4.3 Notwithstanding the inequalities of wealth issues highlighted above, it is vital that we 

increasingly consider how older people can and should contribute to the additional costs of an 

ageing society. We need a financial settlement for social care which would create a market and 

ensure older people knew what they needed to save to cover their own retirement costs.  

3.5 Underestimating the challenges: There is a significant risk that society is continuing to 

underestimate the challenges of an ageing society.  
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3.5.1 Centenarians currently number 12,640, a figure which is set to rise substantially and 

expected to reach half a million by 2066. Our report on Centenarians, published in 2011, found 

that that there was some evidence that current cohorts of centenarians enjoyed better physical 

health during centenarian years compared to other groups of older people, effectively avoiding 

many of the conditions associated with old age. However, the report highlighted that future 

health and social care services may witness a higher demand from the centenarian population 

of the future, as increasing numbers may survive to 100 living with a non-communicable 

disease - gains being made in the survival rate may not match gains in disease-free survival. 

Quality of life among the oldest old is found to decrease with age and that the oldest old (aged 

85 and over) are, as a group, at greater risk of poverty than younger older people (aged 65-85) 

(Living Beyond 100: A report on centenarians, 2011). 

3.5.2 These trends are not exclusive to the UK. An ageing world is likely to impact not just on the 

priorities of public spending in the UK, but also of our international aid and development 

budgets.  Deaths among over-60s caused by Non-Communicable Diseases in the developing 

world are over twice the number of those below 60 (Non-Communicable Diseases in an Ageing 

World, 2011).  

3.6 Ensuring a fair share of the pie – future public service delivery and intergenerational solidarity: 

The transfer of wealth from young to old, and its consequent inequality, represents a challenge to 

the contract between generations embodied in various functions and policies of the UK state that 

rest on the principle of intergenerational solidarity. 

3.6.1 The UK health system is a classic example of intergenerational solidarity (see Asset 

Accumulation across the Life Course, 2007). The NHS is funded in large part by taxes on the 

working age population. However, usage of healthcare is significantly associated with proximity 

to death, which for most people is in retirement. A second example is the state pension. When 

working-age individuals make state pension contributions through labour taxes, their 

contributions do not in fact go into specific allocated pension accounts, but instead contribute to 

the cost of paying a state pension to older generations. Such intergenerational contracts rely on 

a continued sense of intergenerational solidarity among the population, and this sense of 

solidarity relies in turn on a perceived equity between the generations.  

3.6.2 Two important findings from the Asset Accumulation across the Life Course research are the 

dramatic increases in the net non-pension assets of older generations in the decade after 1995, 

and the significant increase in the average household mortgage debt of younger generations.  

3.6.3 However, this change should not be overstated. First, some - but by no means all - younger 

households have received transfers from older cohorts to help with property purchases. 

Second, older people have not ‘grabbed’ the bulk of wealth in society nor, in fact, do they now 

have a radically larger share of the wealth in society. The Asset Accumulation across the Life 

Course research found that the relative proportion of total wealth held by different generations 

has not changed dramatically in recent years.  

3.6.4 An ILC-UK survey ahead of the last spending review found that seven in ten aged over 65 

felt they would be most affected by the spending review, as did the same proportion of 25-34 

year olds. Moreover, four in five over-65s felt that spending on their age group should be 

protected – as did over seven in ten 16-24 year olds. 
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3.6.5 We should take care not to assume intergenerational tensions in public spending. Somewhat 

counter-intuitively, younger people were more likely (one third of 16-24 year olds) to target 

education for spending cuts than older people (one in five aged over 65) (Intergenerational 

Fairness and the Spending Review, 2010). In another survey, a large majority of people – 67 

per cent – do not support the idea that people above state pension age, yet still in employment, 

should continue to pay National Insurance Contributions. Strongest came from category of 

those aged 25-34, where 74 per cent of people disagree that people in employment aged 

above state pension age should pay NICs. Slightly more people aged 65+ than in any other 

age group – 33 per cent – believe that such individuals should pay NICs) (Gradual retirement 

and pensions policy, 2011). 
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4. Do we need to redesign and transform public 

services for these challenges? If so, how?  

Demographic change demands that public services cannot continue as they have in the past. Our 

needs are changing and fiscal pressures require new innovative approaches. 

4.1 We should recognise that public services have actually changed over the last 30 or 40 years 

as a result of societal recognition of ageing. In our ‘futures’ report, Care Home Sweet Home 

(2012), ILC-UK highlighted how for example, the quality of care home provision has changed 

significantly over the last 50 years and how care homes will need to adapt to a changing world. In 

the report, we argued that the care home now needs to become a ‘community hub’, integrating 

services and resources into the mainstream of local communities. However, we should not be 

complacent about progress. A recent ILC-UK report (Undetected sight loss in care homes, 2012) 

highlighted just one example of the challenges ahead. It revealed that visual impairment and poor 

eye health is frequently ignored in care homes impacting on quality of life and independence for 

older people. 

4.2 The greater involvement of older people in the design of services must play a part in change. 

In Nudge or Compel, (to be published 2012), we argue that there is a strong case for greater focus 

on co-design. We made similar arguments in a think piece we developed with NESTA 

(unpublished) where we argued that co-design was important for the future design of the 

workplace. 

4.3 Health services must be transformed. We must place more of a focus on GP-led primary care. 

In doing so we must ask difficult questions about the relative investment in prevention, and we 

must accept that investment in care and in prevention may necessarily reduce the investment in 

other forms of health. 

4.4 Innovation Case Study: Patient hotels, the concept of which was first developed in 

Scandinavia, are designed to offer accommodation for low dependency patients who do not need 

the full services of a hospital ward, but need to be close by just in case. Research reveals that the 

cost of accommodating a person in a patient hotel is considerably lower than placing them in 

hospital. 
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5. What should be done now and what practical 

actions are needed?  

The scope of the inquiry is large and there are a huge number of interventions needed by the 

public, private and voluntary sector to help us cope with demographic change. We set below a 

small number of priorities for action. 

5.1 Government must not shy away from difficult public policy decisions emerging as a result of 

our ageing society. Putting off such decisions could create more unfairness. For example, 

increases to state pension age or changes in eligibility to age related benefits would hit harder if 

people are not given adequate notice. Government must explore the fairness of public spending 

across the generations and consider for example, where the means testing of certain age related 

benefits would be fairer than universal benefits. 

5.2 Government must lead. Government must bring together all relevant departments and 

agencies to deliver a new Government strategy on ageing and demographic change, one akin to 

the work on “Every Child Matters”. It is vital that this strategy goes much further than previous 

strategies and sets rights and responsibilities we can expect later in life. Previous strategies for 

older people have failed to get buy-in of major Government departments and a future one must be 

championed and led by a senior cabinet minister. 

5.3 As individuals, we must accept that we will need to work longer to help fund the continuation of 

public services. The policy solution is not however about simply raising state pension age. Doing 

so does not inevitably lead to increased average retirement ages.  Government and employers 

must ensure that gradual retirement and flexible working policies to facilitate working longer.  

5.4 We must invest in lifetime home and lifetime neighbourhood standards. Planning policy must 

better accept the reality of an ageing society. The quality of our environment is a health 

determinant (for example: damp housing can aggravate respiratory illness). Housing tenure 

impacts mortality, with tenants having higher death rates than owner-occupiers. Older people‘s 

health and well-being can be negatively impacted by their housing because it is too difficult or 

expensive to heat properly in winter, is difficult to navigate due to lots of stairs or inconvenient 

layout or is badly situated for public amenities. As people age, housing modifications may be 

needed to compensate for declining functional capacity. Our work on Extra Care Housing has 

exemplified how the right housing options can save money for the public purse whilst improving 

quality of life. The stock of retirement housing is not adequate to meet need. 

5.5 We must focus increasing public spending on preventative healthcare. Like pensions, 

healthcare reform in the majority of countries is driven by a desire to control costs, which have 

been constantly increasing above the rate of inflation due to a number of factors including 

advances in medical science (drugs, technology and procedures), population demands and 

demographic change. But few countries have managed to successfully implement preventative 

health policies, which have the potential to reduce pressure on public health budgets. 

5.6 We must invest more in innovation and co-design. All stakeholders must learn more from the 

experiences of innovation across the world. We must also better involve older people in the design 

of public services. 
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5.7 We must learn from the ‘nudge’ agenda. Over the past two years, ILC-UK has undertaken a 

wide range of work looking at the potential of behavioral economics to influence older people (for 

example: Resuscitating Retirement Saving, 2011; Can Older Drivers Be Nudged?, 2011; Nudge or 

Compel (To be published, 2012). Government must look towards the nudge agenda to influence 

older people and support ageing well.  

5.8 We must accept that the responsibility for change lies on the individual, the private sector and 

the voluntary sector, as well as Government. The private sector has an increasingly important 

impact on our lives and is increasingly delivering public services (for example, as a result of the 

personalisation agenda). The consumer market is important to older people, providing (and 

influencing) the food we eat and the medications we take. At the same time older people are 

important to the market and the economy. Older people’s (aged 65 plus) spending reached an 

estimated £97 billion in 2008 ‚ around 15 per cent of the overall household expenditure. Yet 

despite the size of the market, ILC-UK has found that for many, the private sector does not meet 

their needs.  

5.9 A debate of the age. In 2000 there was a Millennium Debate of the Age, organised by Age 

Concern. Over the past 10-15 years we have seen significant changes in policy, practice and 

demography. There is a strong case for repeating the exercise. 
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