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Population
	Overview
Australians are expected to live longer and remain healthier to an older age, while Australia’s population is projected to grow more slowly over the next 40 years.
Australia’s population growth is projected to slow to an average of 1.1 per cent per year over the next 40 years, compared to 1.4 per cent per year for the past 40 years, and similar to the 2021 Intergenerational Report (IGR) projections. Australia’s population is projected to reach 40.5 million in 2062–63.
Population ageing is one of the major forces shaping Australia’s future. The median age is expected to continue to rise as fertility rates remain low and life expectancy increases. Australia’s total fertility rate has declined since the 1960s due to a range of societal, cultural and economic factors. At the same time, Australians have been living longer with more years in full health. Healthier older Australians have better wellbeing, can lead fuller lives, and can choose to participate in the labour market and other activities if they wish.
Overseas migration is expected to continue to support population growth, offsetting demographic challenges to some extent. The arrival of young migrants lowers the median age of the population and adds to Australia’s working age population and skill base. While this can slow Australia’s population ageing, migrants themselves age and tend to have slightly lower fertility rates than the Australian‑born population.
An ageing population presents long‑term economic and fiscal challenges, with fewer people of working age relative to the number of older Australians and growing demand for quality care and support services.
Well‑planned and well‑managed population growth, including through targeted migration, will help to deliver better outcomes on infrastructure, housing, service delivery, and the environment and can support rising living standards over time.


Australia’s population growth is slowing
Australia’s population growth slowed to its lowest rate (0.1 per cent) in more than 100 years in 2020–21, mostly due to international border restrictions limiting overseas migration. Overseas migration has quickly recovered with the easing of border restrictions, as has been the case in other countries such as the United Kingdom and Canada. This is driving the recovery in Australia’s population growth, which is expected to have increased to 2.0 per cent in 2022–23.
Population growth is projected to decrease over the next 40 years to 0.8 per cent in 2062–63 (Chart 2.1). The average annual population growth rate over the next 40 years is projected to be 1.1 per cent, lower than the average annual growth of 1.4 per cent between 1982–83 and 2022–23.
Population growth will continue to be supported by overseas migration and natural increase, but both are expected to fall relative to the size of the population. The level of net overseas migration is assumed to remain fixed at 235,000 persons over the long term. Natural increase is projected to fall as the population ages, with deaths projected to increase faster than births.

[bookmark: _Ref140584854][bookmark: _Ref129706773]Population growth
[image: This chart shows Australia's historical and projected population growth rate and the components of growth between 1982-83 and 2062-63. It highlights that natural increase was the main driver of growth during the early 1990s. From 2005-06 net overseas migration contributed more to population growth until 2020-21. The growth rate is projected to reach 2.0 per cent in 2022-23, and decline to 1.5 per cent by 2024-25. It will then gradually fall over time to reach 0.8 per cent in 2062-63, with the contribution from both natural increase and NOM declining over time.]
Source: Australian Bureau of Statistics (ABS), National, state and territory population, September 2022, 2023; and Treasury.

Australia’s population is projected to grow from 26.5 million in 2022–23 to 40.5 million in 2062–63 (Chart 2.2). Population projections are similar to those in IGRs since 2010, which reflect a continuation of migration settings over the past 20 years that have supported population growth, despite the declining total fertility rate observed during this period (Chart 2.8).[endnoteRef:2] [2:  	Treasury & Department of Home Affairs (Commonwealth of Australia), ‘Shaping a Nation: Population growth and immigration over time’ Treasury Research Institute (16 Apr. 2018), 4, https://research.treasury.gov.au/sites/research.treasury.gov.au/files/2019-08/Shaping-a-Nation-1.pdf, accessed 24 July 2023.] 


[bookmark: _Ref129873955][bookmark: _Ref140585035][bookmark: _Ref141367974]Population level projections across IGRs
[image: A line chart showing a comparison between population projections in the 2023 Intergenerational Report and the last five Intergenerational Reports. The chart shows that the population projections in the 2023 intergenerational report are expected to be higher than all previous intergenerational reports, except the 2015 report.   ]
Source: ABS, National, state and territory population, September 2022, 2023; and Treasury.

Migration is assumed to be constant in the long run, and to fall as a share of the population
Migration will continue to be an important driver of population growth. Migration has historically fluctuated with the economic and policy landscape of the time. Migration levels were at a low during the recession of the early 1990s as fewer people entered the country. They then recovered by the late 2000s as the permanent Migration Program was increased and pathways from temporary residency to permanent residency were established.[endnoteRef:3] Net overseas migration accounted for over 60 per cent of Australia’s population growth over the past decade. [3:  	Treasury & Department of Home Affairs (Commonwealth of Australia), ‘Shaping a Nation: Population growth and immigration over time’, 4.] 

Net overseas migration dropped to a net outflow of 85,000 people in 2020–21 because of international travel restrictions introduced to slow the spread of the COVID‑19 pandemic. This was the first net outflow of overseas migrants from Australia since the end of the Second World War. By the time border restrictions were relaxed at the end of 2021, net overseas migration was cumulatively almost 500,000 lower than expected prior to the pandemic.
The 2023–24 Budget forecast that net overseas migration will recover in the near term due to the temporary catch‑up from the pandemic. It is expected to largely return to normal patterns from 2024–‍25 (Chart 2.3). Even with the near‑term recovery, on current forecasts, cumulative net overseas migration would not catch up to pre‑pandemic levels until 2029–30.

[bookmark: _Ref142923204]Net overseas migration
[image: A line chart showing Australia's historical and projected annual net overseas migration between 1982-83 and 2062-63. While there is historical volatility, NOM hovers around 100 thousand for the first 20 years, then increases to around 250 thousand before a sharp dip to minus 85 thousand in 2020-21. NOM recovers to a peak of 400 thousand in 2022-23 before flatenning out to the long-run assumption of 235 thousand in the projected period.]
Source: ABS, National, state and territory population, September 2022, 2023; and Treasury.

Once this temporary catch‑up subsides, net overseas migration is expected to fall to 235,000 per year, which is the long‑run assumption. Actual net overseas migration outcomes over coming decades will depend on several factors, including future migration policy settings and future economic conditions. A sensitivity analysis in Appendix A4 illustrates the impacts of different net overseas migration assumptions, as well as different fertility assumptions.
The migration rebound after the pandemic eased has not been unique to Australia. Net international migration to Canada[endnoteRef:4] and the United Kingdom[endnoteRef:5] in 2022 was more than double the levels in 2019. Like Australia, these increases were primarily driven by non‑permanent residents, especially international students and temporary workers. Unlike Australia, the United Kingdom has experienced a significant increase in humanitarian migrants, especially from Ukraine. Canada has experienced a significant increase in permanent visa holders, reflecting major policy changes. [4:  	Statistics Canada, ‘Estimates of the components of international migration, quarterly’, Statistics Canada (28 June 2023), https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1710004001, accessed 24 July 2023.]  [5:  	Office for National Statistics, ‘Long-term international migration, provisional: year ending December 2022’ Office for National Statistics (25 May 2023), https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/internationalmigration/bulletins/longterminternationalmigrationprovisional/yearendingdecember2022, accessed 25 July 2023.] 

Over the next 40 years, net overseas migration is expected to account for 0.7 percentage points of Australia’s average annual population growth, falling from 1.0 percentage points in 2024–25 to 0.6 percentage points by 2062–63. The average growth rate over the next 40 years is the same average rate that was experienced over the past 40 years, although higher than the contribution in the 1990s (0.4 percentage points) and lower than in the 2010s (0.9 percentage points).
Natural increase will continue to slow
Natural increase – births minus deaths in a given year – will also continue to support population growth but will decline from 123,000 in 2022–23 to 80,000 in 2062–63 
(Chart 2.4). Births are projected to continue to increase, despite fertility being below the replacement rate. This is due to Australia having a relatively large cohort of women in their 20s and 30s, including the adult children of the baby boomer generation, and overseas migrants. As the population ages, deaths are projected to grow faster than births, leading to a lower level of natural increase.
The contribution of natural increase to population growth will become smaller but remain positive. It accounted for 0.7 percentage points of annual population growth in the 1990s and 0.6 percentage points in the 2010s. It is expected to contribute an average of 0.3 percentage points to population growth over the next 40 years (Chart 2.1).
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[image: This chart shows the historical and projected levels of natural increase, births and deaths from 1982-83 to 2062-63. The level of natural increase has been falling from around 2010-11 and is projected to continue to decline steadily in the future while still remaining positive, as deaths increase at a faster rate than births. ]
Source: ABS, National, state and territory population, September 2022, 2023; and Treasury.

Australians will live longer and spend more years in full health
Life expectancies in Australia have been improving over time and are among the highest in the world (Chart 2.5).[endnoteRef:6] Australians are enjoying more years of full health, allowing older Australians to have better wellbeing, lead fuller lives and continue participating in the labour market and other activities if they choose. [6:  	United Nations, Department of Economic and Social Affairs Population Division, ‘World Population Prospects 2022’ Population (2022), https://ourworldindata.org/population-growth#explore-data-poverty, accessed 31 July 2023. ] 

Life expectancies will continue to rise, but the rate of increase is projected to slow. Life expectancies at birth are 81.3 years for men and 85.2 years for women in 2022–23 and are expected to be 87.0 years for men and 89.5 years for women by 2062–63. Life expectancy at age 65 – the average number of additional years that a person at age 65 can be expected to live – is expected to continue increasing from 20.1 years for men and 22.7 years for women in 2022–23, to 24.7 years for men and 26.2 years for women by 2062–63.
The increase in deaths due to COVID‑19 and other causes in 2021–22 and 2022–23 resulted in a drop in life expectancy in these two years. The reduction is expected to be temporary.[endnoteRef:7] However, considerable uncertainty remains over the longer‑term impacts of COVID‑19 on mortality.  [7:  	Australian Bureau of Statistics (ABS), ‘Provisional Mortality Statistics Jan-Apr 2023’, ABS (28 July 2023), https://www.abs.gov.au/statistics/health/causes-death/provisional-mortality-statistics/latest-release, accessed 15 Aug. 2023.] 


[bookmark: _Ref142923232]Life expectancy at birth
[image: This chart shows life expectancy at birth for females and males from 1982-83 to 2062-63. Life expectancy has been increasing for males and females apart from a small decrease in 2020-21 and 2021-22. From 2021-22 life expectancy is expected to continue to rise for both males and females. ]
Source: ABS, Historical Population Statistics; ABS Life Tables: States, Territories and Australia, 2016–18; ABS Life Tables, 2017–19; ABS Life Tables, 2018–20; ABS Life Tables, 2019–21; and Treasury.



Some groups experience significantly lower life expectancies than the Australian average. In particular, life expectancies at birth for Aboriginal and Torres Strait Islander men and women were each around eight years lower than for men and women overall at the most recent measurement in the mid‑2010s.[footnoteRef:2] [endnoteRef:8] [2:  	Life expectancy estimates for First Nations people are produced every five years, with the latest currently available for 2015–17. The next estimates will be released on 29 November 2023 (for the period 
2020–22). This comparison adjusts for age structure differences between the First Nations and overall populations. Caution is required when interpreting First Nations life expectancy estimates over time, because of changing First Nations identification rates across data collections, including the Census.]  [8:  	ABS, ‘Life Tables for Aboriginal and Torres Strait Islander Australians, 2015–2017’, ABS (29 Nov. 2018), https://www.abs.gov.au/statistics/people/aboriginal-and-torres-strait-islander-peoples/aboriginal-and-torres-strait-islander-life-expectancy-estimates/2015-2017, accessed 11 Aug. 2023.] 

On average, Australian men spend around 88 per cent of their lives in full health, while women spend around 87 per cent. These shares have not changed significantly over the past 20 years (Chart 2.6 and Chart 2.7).[endnoteRef:9] While Australians are spending more years in full health, the number of years lived in ill‑health has also increased, which has contributed to demand and government spending for health and aged care services (Chapter 7). [9:  	Australian Institute of Health and Welfare (AIHW), ‘Australian Burden of Disease Study 2022’ AIHW (13 Dec. 2022), 10, https://www.aihw.gov.au/getmedia/d9ae4bfa-df27-4e3c-9846-ba452bef6ac5/aihw-bod-37.pdf.aspx?inline=true, accessed 31 July 2023.] 


	[bookmark: _Ref141364790]Male health‑adjusted life expectancy at birth
	[bookmark: _Ref141364801]Female health‑adjusted life expectancy at birth

	[image: This chart shows life expectancy at birth for males and females from 2003 to 2022 split into the average number of years spent living in full health and ill health (health-adjusted life expectancy). Life expectancy at birth has been increasing over time, which has been accompanied by more years spent living in full health (without disease or injury). The chart shows that the average proportion of life spent in full health has not changed significantly over this period and the average time spent in ill health has also increased.]
	[image: This chart shows life expectancy at birth for males and females from 2003 to 2022 split into the average number of years spent living in full health and ill health (health-adjusted life expectancy). Life expectancy at birth has been increasing over time, which has been accompanied by more years spent living in full health (without disease or injury). The chart shows that the average proportion of life spent in full health has not changed significantly over this period and the average time spent in ill health has also increased.]

	Source: Australian Institute of Health and Welfare, Australian Burden of Disease Study 2022.





Fertility rates are expected to remain below the replacement rate
Australia’s total fertility rate has been below the replacement rate of 2.1 babies per woman since the 1970s.[footnoteRef:3] It has declined from 1.93 babies per woman in 1982–83 to 1.69 babies per woman in 2021–22 (Chart 2.8). However, Australia’s total fertility rate remains above most advanced economies and well above levels seen in Japan, Italy and South Korea.[endnoteRef:10] [3:  	The total fertility rate represents the number of children a woman would have during her lifetime if she experienced the current age‑specific fertility rates at each age of her reproductive life. The replacement rate is the level required for a generation to replace itself, assuming no net overseas migration and no mortality improvement.]  [10:  	United Nations, Department of Economic and Social Affairs Population Division, ‘World Population Prospects 2022’ (2022).] 

‘‘‘
[bookmark: _Ref142923246]Historical and assumed total fertility rate
[image: A line chart showing the historical and projected total fertility rate between 1982-83 to 2062-63. The chart shows that the fertility rate has been on a downward trend, declining from 1.93 in 1982-83 to 1.69 in 2021-22. The fertility rate is projected to decline slightly from 1.66 in 2022-23 to 1.64 in 2026-27, and then stabilise at 1.62 from 2030-31 to 2062-63.]
Source: ABS, National, state and territory population, September 2022, 2023; Peter McDonald, A Projection of Australia’s Future Fertility Rates, 2020; and Treasury.

A range of societal, cultural and economic factors have contributed to people making different decisions about family formation. Women have more options to pursue education and participate in the workforce than previous generations, and many prefer to establish their careers and achieve economic stability prior to having children.[endnoteRef:11] [endnoteRef:12] In addition, it is mainly women that take time away from their careers to care for children and to take on other unpaid care work, which could factor into decisions about childbearing.[endnoteRef:13] These factors, along with health and technological improvements that allow women to have children later in life, have led women, on average, to delay having children and to have fewer children than previous generations.[endnoteRef:14] [endnoteRef:15] [11:  	National Skills Commission (Commonwealth of Australia), ‘State of Australia’s Skills 2021: now and into the future’ National Skills Commission (6 Dec. 2021), 21–22, https://www.nationalskillscommission.gov.au/sites/default/files/2022-03/2021%20State%20of%20Australia%27s%20Skills_0.pdf, accessed 31 July 2023.]  [12:  	Gray, E. et al., ‘Impacts of policies on fertility rates,’ Centre for Population (Canberra, 2022), 20, https://population.gov.au/sites/population.gov.au/files/2022-03/ANU_Impacts-of-Policies-on-Fertility-Rates-Full-report.pdf, accessed 31 July 2023.]  [13:  	Gray, E. et al., ‘Impacts of policies on fertility rates’, 35.]  [14:  	Lazzari, E., Gray, E., & Chambers, G., ‘The contribution of assisted reproductive technology to fertility rates and parity transition: An analysis of Australian data’, Demographic Research (9 Nov. 2021), 1081-1096.]  [15:  	Gray, E. et al., ‘Impacts of policies on fertility rates’, 32.] 

Other economic factors also affect childbearing intentions, with economic uncertainty and job insecurity considered major drivers of recent fertility declines in developed countries.[endnoteRef:16] Social trends, including changes to partnership patterns, increasing secularisation, and greater desires for self‑fulfilment and autonomy may also be related to declining fertility trends.[endnoteRef:17] [16:  	Gray, E. et al., ‘Impacts of policies on fertility rates’, 24.]  [17:  	Gray, E. et al., ‘Impacts of policies on fertility rates’, 36-37.] 

Australia’s total fertility rate is expected to decline further from 1.66 babies per woman in 2022–23, before stabilising at 1.62 babies per woman from 2030–31. The fertility rate is then assumed to remain at this level until 2062–63.
Future fertility rates for teenagers and women in their 20s are expected to continue to fall before stabilising, while fertility rates for women in their late 30s appear to have already stabilised (Chart 2.9). Ongoing small increases in the fertility rates of women in their 40s are expected, due to improvements in technology and healthy living, which are helping to extend the age at which women can give birth.
Overall, the proportion of Australian women without children is not expected to increase significantly (from 16.3 per cent in 2021).[endnoteRef:18] In several countries that are part of the Organisation for Economic Co‑operation and Development (OECD), cultural, economic and policy differences have resulted in higher proportions (20 to 30 per cent) of women having no children, contributing to very low and declining fertility rates in those countries.[endnoteRef:19] [18:  	ABS, ‘Census of Population and Housing, 2021’ ABS (2021), https://www.abs.gov.au/census, accessed 16 Aug. 2023. ]  [19:  	Organisation for Economic Co-operation and Development (OECD), ‘OECD Family Database: SF2.5. Childlessness’ OECD (2018), https://www.oecd.org/els/family/SF_2-5-Childlessness.xlsx, accessed 11 Aug. 2023.] 


[bookmark: _Ref135637179]Historical and assumed age‑specific fertility rates
[image: A stacked bar graph showing historical and projected age-specific fertility rates by 5-year age groups from 1982-83 to 2062-63. The chart shows that the fertility rate has been falling for women in their 20s, while the fertility rate for women in their 30s has remained broadly stable since the mid-2000s. The fertility rates of women in their 40s has increased slowly as the age at which women can give birth extends. These trends are expected to continue in the future.]
Source: ABS, National, state and territory population, September 2022, 2023; Peter McDonald, A Projection of Australia’s Future Fertility Rates, 2020; and Treasury.

Major cities tend to have lower fertility rates, at 1.58 babies per woman, than the national average. Regional areas have fertility rates much closer to the replacement rate, at 1.91 in inner and outer regional areas and 2.01 in remote and very remote areas. There is also variation across states and territories, with the lowest fertility rate being in the Australian Capital Territory (1.46) and the highest in the Northern Territory (1.80).[footnoteRef:4] [endnoteRef:20] [4:  	The sub‑national fertility rates for major cities, regional areas and the state and territory level reflect the average fertility rate over the 3 years from 2019 to 2021.]  [20:  	ABS, ‘Births, Australia, 2021’ ABS (25 Oct. 2022), https://www.abs.gov.au/statistics/people/population/births-australia/latest-release, accessed 24 July 2023.] 

Higher fertility in the Northern Territory reflects the fact that First Nations women have much higher fertility rates (2.34 babies per woman in 2021) compared to the overall population (1.70). They also tend to have children at younger ages. The median age of First Nations women who gave birth was 26.5 in 2021, compared to 31.7 for all Australian women.[endnoteRef:21] [21:  	ABS, ‘Births, Australia, 2021’. ] 

Overseas‑born women, who tend to live in cities, have lower fertility rates than Australian‑born women (1.59 babies per women compared to 1.67).[endnoteRef:22] [22:  	ABS, ‘Births, Australia, 2021.’ ] 

Population ageing will continue over the long term
Population ageing is one of the major forces shaping Australia’s future. It is an ongoing trend (Chart 2.10), driven by low fertility rates and increasing life expectancies. Between 1982–83 and 2022–23, the median age increased by 8.3 years to 38.5.[footnoteRef:5] During the same period, the share of the population aged 15 to 64 decreased by 1.0 percentage point to 64.7 per cent and the share of the population aged 65 and over increased by 7.2 percentage points to 17.2 per cent. [5:  	Noting that 2022–23 is a forecast year.] 

The population is expected to continue to age over the next 40 years (Chart 2.10). The median age is expected to increase by 4.6 years to 43.1 in 2062–63. The share of the population aged 15 to 64 will fall by 3.5 percentage points to 61.2 per cent between 2022–23 and 2062–‍63. Over the same period, the share of the population aged 65 and over is expected to increase by 6.1 percentage points to reach 23.4 per cent. Despite these trends, Australia has a younger population than most other advanced economies and is projected to continue having one of the lowest median ages in the OECD over the next 40 years.[endnoteRef:23] [23:  	United Nations, Department of Economic and Social Affairs Population Division, ‘World Population Prospects 2022’.] 


[bookmark: _Ref136529319][bookmark: _Ref142378639]Age structures, 1982–83, 2022–23 and 2062–63
[image: A population pyramid showing the share of the population in 5-year age brackets, both for men and women, for 1982-83, 2022-23 and 2062-63. This chart shows that the share of the population in older age groups (65 years and over) for both males and females is expected to increase in the future. The share of those aged 65 and over has grown from 10 per cent in 1982-83 to 17.2 per cent in 2022-23 and is expected to increase to 23.4 per cent by 2062-63. The share of those aged 0-4 has declined from 7.6 per cent in 1982-83 to 5.8 per cent in 2022-23 and is expected to decline further to 5.1 per cent by 2062-63.]
Source: ABS, National, state and territory population, September 2022, 2023; Treasury.

The ‘old‑age dependency ratio’ – which measures the number of people aged 65 and over for every 100 people of traditional working age (15 to 64) – is projected to continue to rise (Chart 2.11 and Chart 2.12). Between 2022–23 and 2062–63, the old‑age dependency ratio is expected to increase from 26.6 per cent to 38.2 per cent, reflecting the size of the population aged 65 and over growing faster than the working age population.

	[bookmark: _Ref142923276]The old‑age dependency ratio and economic dependency ratio
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	[image: Chart 2.11 shows Australia's old-age dependency ratio and economic dependency ratio from 1982-83 through to 2062-63. The old-age dependency ratio increased from 15.2 per cent in 1982-83 to 20.6 per cent in 2010-11. It is projected to be 30.3 per cent in 2031-32 and 38.2 per cent in 2062-63. The economic dependency ratio increased from 24.3 per cent in 1982-83 to 27.7 per cent in 2010-11. It is projected to be 37.1 per cent in 2031-32 and 45.4 per cent in 2062-63.]
	[image: Chart 2.12 shows the 10-year change for Australia's old-age dependency ratio and economic dependency ratio from 1982-83 through to 2062-63. Both dependency ratios reached their peak 10-year rate of change in 2020-21, and both are expected to grow more slowly than their respective peaks over the projection period.]

	Note: The old‑age dependency ratio figures included in the 2023 IGR are not directly comparable to those in the 2021 IGR, which calculated an inverse ratio. Total employment figures (including both full and part time employment) were used to determine the economic dependency ratio.
Source: ABS, National, state and territory population, September 2022, 2023; ABS Labour Force, January 2023, 2023; and Treasury.



Population ageing is a long‑running trend, though its pace has varied based on demographic trends. The large size of the baby boomer generation, born between 1946 and the mid‑1960s, led to Australia benefitting from the positive economic effects of a large workforce while this cohort was aged between 25 and 64 years old. However, as the baby boomer cohort started to reach the age of 65 in the early 2010s, there was a particularly rapid increase in the old‑age dependency ratio. This increase in the old‑age dependency ratio is expected to slow in the 2030s, before picking up again from the 2040s. This is due to the ageing of young people born during the brief ‘baby boom’ in the mid‑2000s to mid‑2010s, and the effect of higher levels of migration from around 2008. After this, the old‑age dependency ratio is projected to continue increasing, but at a slower rate.
Changes to the age structure and the old‑age dependency ratio have economic and fiscal implications for Australia. For example, there was higher demand for education when the baby boomer generation was young, while demand for health and aged care services increases as more people age past 65.
The ‘economic dependency ratio’ measures the number of people aged 65 and over relative to those of any age who are employed. This includes the increasing number of older Australians who are employed, reflecting better health outcomes and more job options (Chapter 3). Between 2022–23 and 2062–63, the economic dependency ratio is expected to increase from 33.2 per cent to 45.4 per cent. Because not all people of working age are employed, the number of dependents captured by this measure is higher than the old‑age dependency ratio (Chart 2.11 and Chart 2.12). The difference between these ratios narrowed from the 1980s to the 2010s as the increase in the economic dependency ratio slowed, reflecting rising participation among women and older Australians.
First Nations people are significantly younger than the overall Australian population. The median age of First Nations people was 24 in 2021, which is much lower than the overall population.[footnoteRef:6] Only 5.4 per cent were aged over 65 in 2021, compared to 16.8 per cent in the overall population. The old‑age dependency ratio for First Nations people is also much lower at 8.8 in 2021.[endnoteRef:24] [endnoteRef:25] [6:  	The ABS publishes median age estimates for the First Nations population to the nearest whole number. First Nations population estimates for 2021 are preliminary; final estimates will be released in August 2023. Caution should be taken with First Nations age data, in particular due to changing First Nations identification rates across data collections in the Census.]  [24:  	ABS, ‘Census of Population and Housing, 2021’ ABS (2022), https://www.abs.gov.au/census/find-census-data/search-by-area, accessed 31 July 2023.]  [25:  	ABS, ‘Estimates of Aboriginal and Torres Strait Islander Australians, June 2021’ ABS (21 Aug. 2022), https://www.abs.gov.au/statistics/people/aboriginal-and-torres-strait-islander-peoples/estimates-aboriginal-and-torres-strait-islander-australians/jun-2021, accessed 31 July 2023.] 

Migration can help slow population ageing
New migrants to Australia tend to be younger than the existing population and most are of working age. In 2021–22, 76 per cent of new migrants were aged between 15 to 34. This compared to 27 per cent of the incumbent population.[endnoteRef:26] [endnoteRef:27] [26:  	ABS, ‘Overseas Migration, 2021–22’ ABS (16 Dec. 2022), https://www.abs.gov.au/statistics/people/population/overseas-migration/latest-release, accessed 31 July 2023.]  [27:  	ABS, ‘National, state and territory population, September 2022’ ABS (16 Mar. 2023), https://www.abs.gov.au/statistics/people/population/national-state-and-territory-population/sep-2022, accessed 31 July 2023.] 

Many temporary migrants are young adults, such as international students and working holiday makers.[endnoteRef:28] Most reside in Australia for a few years and then leave.[endnoteRef:29] This creates a constant flow of young temporary migrants that does not add to population ageing. [28:  	Mackey, W., Coates, B. & Sherrell, H., ‘Migrants in the Australian workforce,’ Grattan Institute (2022), 52, https://grattan.edu.au/wp-content/uploads/2022/05/Migrants-in-the-Australian-workforce.pdf, accessed 31 July 2023.]  [29:  	Centre for Population (Commonwealth of Australia), ‘Pathways from temporary visas to permanent residency: a case study of migrants that arrived in 2006–07’, Centre for Population (2023), 4, https://population.gov.au/sites/population.gov.au/files/2023-02/fundamentals-pathways.pdf, accessed 25 Jul. 2023.] 

Permanent migration also offsets population ageing, as the policy settings for much of the permanent Migration Program preference younger migrants. This offsets but does not resolve population ageing, because permanent migrants also age.
The effects of migration on population ageing were evident in 2020 and 2021, when international travel restrictions were instituted to slow the spread of COVID‑19. This caused the median age in 2020–21 to be 0.9 years higher compared to the pre‑pandemic projections released in the 2019–20 MYEFO. It also caused the working age population to decrease by 0.5 per cent in 2020–21, despite the overall population increasing by 0.1 per cent.[endnoteRef:30]  [30:  	ABS, ‘National, state and territory population, September 2022’.] 

Population ageing will have economic, fiscal and social effects
Australians are living longer, which has positive lifestyle and social consequences. Australians living longer and with more years in full health can enjoy longer retirements as well as more choice to stay in the workforce if they want to. Older Australians tend to provide caring and other support to their families, including by assisting family members who work and by caring for grandchildren. Older Australians contribute to our society by providing mentorship to younger generations and dedicating time to volunteering activities. This can also contribute to social engagement for older Australians.
The falling share of the working‑age population is expected to reduce the productive capacity of our economy on a per capita basis, although these effects may subside over time as the economy adjusts to an older population through capital investment.[endnoteRef:31] An older population could also have implications for industries currently reliant on younger workers, such as accommodation and food services.[endnoteRef:32] [31:  	Kudrna, G., Tran, C. & Woodland, A., ‘The dynamic fiscal effects of demographic shift: The case of Australia’, Economic Modelling, (Nov. 2015), 105–122.]  [32:  	ABS, ‘Labour Force, Australia, Detailed, June 2023’ ABS (27 Jul. 2023), https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-
force-australia-detailed/latest-release#industry-occupation-and-sector, accessed 8 Aug. 2023.] 

There is no academic consensus on the relationship between population ageing and productivity. Older workers have more accumulated knowledge and experience, which can be lost when they exit the workforce. At the same time, more productive workers tend to stay in the workforce longer than less productive ones.[endnoteRef:33] However, some older workers may be less proficient in learning new skills and adopting new technologies than younger workers. Some studies indicate that population ageing will have little to no effect on productivity.[endnoteRef:34] [endnoteRef:35] [endnoteRef:36] More recent studies identify a negative impact.[endnoteRef:37] [endnoteRef:38] [endnoteRef:39] [33:  	Burtless, G., ‘The Impact of Population Aging and Delayed Retirement on Workforce Productivity’, Brookings Institute, (31 May 2013), https://www.brookings.edu/articles/the-impact-of-population-aging-and-delayed-retirement-on-workforce-productivity, accessed 25 July 2023. ]  [34:  	Parliamentary Budget Office (Commonwealth of Australia), ‘Australia’s Ageing Population – Understanding the Fiscal Impacts Over the Next Decade’ APH (1 Jan. 2019), 10, https://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Flcatalog%2F01245553%22, accessed 31 July 2023.]  [35:  	Mahlberg, B. et al., ‘Ageing, productivity and wages in Austria’, Labour Economics (2013), 5–15.]  [36:  	Burtless, G., ‘The Impact of Population Aging and Delayed Retirement on Workforce Productivity’.]  [37:  	Maestas, N., Mullen, K. J. & Powell, D., ‘The Effect of Population Aging on Economic Growth, the Labour Force and Productivity,’ National Bureau of Economic Research (June 2022), https://www.nber.org/system/files/working_papers/w22452/w22452.pdf, accessed 31 July 2023.]  [38:  	Poplawski-Ribeiro, M., ‘Labor force ageing and productivity growth’, Applied Economics Letters (2020), 498–502.]  [39:  	Calvo-Sotomayor, I., Laka, J. & Aguado, R., ‘Workforce Ageing and Labour Productivity in Europe’, Sustainability 11/20 (2019), https://doi.org/10.3390/su11205851] 

Population ageing will affect Australia’s fiscal outlook. A smaller share of working‑age Australians would result in lower tax revenues, assuming no policy change, than would be expected if the share of the working age population remained unchanged. At the same time, expenditure on age‑related government services, such as health and aged care, the Age Pension, and end‑of‑life support, are expected to increase. Around 40 per cent of the projected increase in Australian Government expenditure from 2022–23 to 2062–63 is estimated to be due to demographic ageing (Chapter 7).
[bookmark: _Toc130208810]

Planning for Australia’s future population
Changes in our population – including its size, composition and geographical distribution – affect many aspects of our economy, budget, society and environment (Figure 2.1). The expected increase in Australia’s total population over the next 40 years requires governments at all levels to consider how to leverage the benefits of population growth, while ensuring pressures on infrastructure, housing and services are well managed.

0. [bookmark: _Ref129874039]Effects of population change

Source: Treasury.

Planning for targeted and sustainable population growth
Strategically managed population growth and migration can support Australia by offsetting population ageing, improving economic outcomes like productivity and living standards, supporting stronger fiscal outcomes, and enriching the social fabric of our communities.[endnoteRef:40] [endnoteRef:41] [40:  	Varela, P. et al., ‘The lifetime fiscal impact of the Australian permanent migration program’ Treasury (7 Dec. 2021), iv, https://treasury.gov.au/sites/default/files/2021-12/p2021-220773_1.pdf, accessed 31 July 2023.]  [41:  	Treasury (Commonwealth of Australia), ‘2021 Intergenerational Report’ (Canberra: 2021), 19-24.] 

Migration planning is important to realise the broader benefits of population growth. Successful migration planning considers the composition and skill‑level of migrant applicants in the temporary and permanent skilled intakes (Box 2.1). Permanent migrants selected via the Skill stream, deliver, on average, a higher economic and fiscal dividend than those arriving via the Family stream and Humanitarian Program.[endnoteRef:42] The Family stream and Humanitarian Program deliver other important non‑economic outcomes for Australia, such as supporting family reunion, and meeting humanitarian goals and Australia’s international obligations. [42:  	Treasury, ‘2021 Intergenerational Report’, 22–24.] 

Successful migration planning also considers how migrants contribute to productivity and labour markets (Box 2.1), the range of contributions of migrants and their children, and the benefits of sustainable population growth for Australia’s security and strategic importance internationally.
Broader trends in global migration are also relevant to population and migration planning, as they affect the supply of migrants to Australia. Labour migration from youthful developing to older developed countries accounts for a large share of global migratory flows.[endnoteRef:43] India, Nepal and the Philippines have large young cohorts and are important sources of migrants for Australia and other developed countries.[endnoteRef:44] However, there is increased competition among ageing countries for migrants, which could make it harder for Australia’s migration system to attract the most‑skilled migrants. Climate change may also alter and accelerate migration flows within the Asia‑Pacific region, including to Australia.[endnoteRef:45] [43:  	International Organization for Migration, ‘World Migration Report 2022’ IOM (1 Dec. 2021), 2, https://publications.iom.int/system/files/pdf/WMR-2022_0.pdf, accessed 11 Aug. 2023.]  [44:  	United Nations, Department of Economic and Social Affairs Population Division, ‘World Population Prospects 2022’.]  [45:  	International Organization for Migration, ‘Climate Action Overview: Asia-Pacific’ (Nov. 2022), https://environmentalmigration.iom.int/sites/g/files/tmzbdl1411/files/documents/2023-05/dspop_asia_pacific99.pdf, accessed 31 July 2023.] 

The Government is working on future reforms to the migration system to ensure it serves the national interest and complements the skills and capabilities of Australian workers. Reforms will be guided by the Migration Strategy, and the Employment White Paper.
The Government is also working with state, territory and local governments to develop a national Population Plan. This Plan will detail how governments at all levels are working together to appropriately plan for future population change, including future needs for housing, infrastructure, and services in different cities and regions (Box 2.2). The Government is supporting the delivery of more social and affordable housing and has a long‑term plan to boost housing supply working collaboratively with state, territory and local governments.
	[bookmark: _Ref142923641]Fiscal and economic effects of migrant composition
Treasury modelling estimates how the fiscal outcomes of migration vary by visa types. Permanent migrants who arrive younger and are highly skilled, such as those in Employer Sponsored and Skilled Independent visas, generally make a higher fiscal contribution during their time in Australia, compared with those migrants who arrive later in life or are lower skilled (Chart 2.13).

[bookmark: _Ref141278303]Lifetime fiscal impact on the Australian Government budget per permanent migrant, by tax and expenditure type 
(2018–19 cohort)
[image: Note: This chart shows the net lifetime fiscal impact of different cohorts for a selection of key Commonwealth tax and expenditure types that can be attributed to individuals. Other expenditure includes Australian Government spending on infrastructure and settlement services. The results do not include all Australian Government revenue sources (such as corporate tax) or expenses (such as defence) or fiscal impacts at state and local government level. As estimates are sensitive to assumptions such as the discount rate, they are best interpreted as relativities rather than in absolute terms. Primary migrants are the main visa holders who satisfy the primary criteria for the grant of a visa. Secondary migrants are accompanying family of primary migrants, such as spouses and dependents. The Skilled Secondary category represents the average fiscal impact of secondaries across all skilled visas. NPV stands for net present value. For further information, see the Appendix]
Note: This chart shows the net lifetime fiscal impact of different cohorts for a selection of key Commonwealth tax and expenditure types that can be attributed to individuals. Other expenditure includes Australian Government spending on infrastructure and settlement services. The results do not include all Australian Government revenue sources (such as corporate tax) or expenses (such as defence) or fiscal impacts at state and local government level. As estimates are sensitive to assumptions such as the discount rate, they are best interpreted as relativities rather than in absolute terms. Primary migrants are the main visa holders who satisfy the primary criteria for the grant of a visa. Secondary migrants are accompanying family of primary migrants, such as spouses and dependents. The Skilled Secondary category represents the average fiscal impact of secondaries across all skilled visas. NPV stands for net present value. For further information, see the Appendix A3.
Source: Treasury.

The Australian National University’s Tax and Transfer Policy Institute studied how migrants’ outcomes depend on a larger set of individual characteristics. This study found that migrants with higher levels of education received an earnings premium of 11 per cent for an undergraduate degree, 17 per cent for a master’s degree and 41 per cent for a PhD relative to migrants with a high school degree.[endnoteRef:46] This is similar to the outcomes for the Australian‑born population.[endnoteRef:47] [46:  	Varela, P., & Breunig, B., ‘Determinants of the economic outcomes of Australian permanent migrants’ Australian National University, advance online publication (2023).]  [47:  	OECD, ‘Education at a Glance 2022: OECD Indicators’ OECD (2022), 83, https://doi.org/10.1787/3197152b-en, accessed 31 July 2023.] 

Well‑planned migration can lift productivity and support employment growth for the Australian population. A forthcoming OECD study found that, between 2011 and 2018, a 10 per cent increase in the share of the overseas‑born population in an area increased the labour productivity of Australian‑born workers in that area by 1.3 per cent.[endnoteRef:48] It also found that a one percentage point annual increase in the migrant inflow to an area relative to its population increased Australian‑born employment in that area by 0.53 per cent.[endnoteRef:49] The e61 Institute found that migrant workers are more likely to work in lower productivity industries than non‑migrant workers, and within industries migrants on targeted visas (Permanent and Temporary Skilled visas) are more likely to work in higher productivity firms than those on untargeted visas (Student and Working Holiday Maker), as well as non‑migrants.[endnoteRef:50] [48:  	OECD, ‘The Impact of Migration on Local Productivity in Australia’, OECD, (2023) https://www.oecd.org/australia, advance online publication.]  [49:  	OECD, ‘The Impact of Migration on Local Labour Markets in Australia’, OECD, (2023) https://www.oecd.org/australia, advance online publication.]  [50:  	e61 institute, ‘Misallocated migrants: Immigration and firm productivity in Australia’ e61 (29 Mar. 2023), https://e61.in/wp-content/uploads/2023/03/Misallocated-migrants-Immigration-and-firm-productivity-in-Australia-2.pdf, accessed 31 July 2023.] 

In addition to these fiscal and economic outcomes, well‑targeted skilled migration complements the skills of the existing workforce and supports the education and skills systems to deliver the workforce required to support Australia’s long‑term economic prosperity. Skills matching rates between education and occupation vary by visa class, highlighting the importance of ensuring the migration, education and training systems work well together to help lift productivity of the workforce and support per capita GDP growth.



	[bookmark: _Ref139015558]Population in Australia’s capital cities and regions
Since 1994, Australia’s capital cities have grown faster than rest‑of‑state areas. This trend reversed in 2020–21 due to lower overseas migration and increased net internal migration into regions driven by COVID‑19 restrictions.
With the recovery in overseas and net internal migration, capital city growth is expected to overtake rest‑of‑state areas. The gap is expected to narrow but remain over the next 40 years (Chart 2.14).

[bookmark: _Ref140586273]Population growth in capital cities and rest‑of‑state areas
[image: The chart in this table is a line chart showing historical and projected population growth for the combined population of all capital cities and combined population of all rest-of-state-areas for 2002-03 to 2062-63. Historical data shows combined capital cities experiencing significantly low population growth of -0.3 per cent in the year 2020-21. This is the only year in the series where combined rest-of-state-areas had a higher growth rate (1.0 per cent). In 2022-23, population growth for capital cities (2.4 per cent) is significantly higher than growth in combined rest-of-state-areas (1.2 per cent). The chart shows that the combined capital cities growth rate steadily declines over the projection period but remains slightly higher than combined-rest-of-state-areas.]
Note: This analysis is based on technical assumptions about future fertility, mortality and overseas migration consistent with the baseline contained in this report. A simplifying assumption has also been made for internal migration, which assumes a declining rate over the projection period.
Source: ABS, Regional Population 2021–22, 2023; and Treasury.
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Planning for the needs of an older population
Reducing barriers to labour force participation for older people who may wish to work, women and historically underrepresented groups will make the workforce more inclusive and may help offset the effects of population ageing (Chapter 3). At the same time, policy settings can reduce barriers for families to have the number of children they would like to have.
Employers can make themselves more attractive to older workers by being more flexible about when and where they work, and providing training and development to ensure skillsets remain up to date.[endnoteRef:51] This will help realise the potential older workers have to offer. [51:  	OECD, ‘Ageing and Employment Policies: Retaining Talent at All Ages’ OECD (Paris, 2023), 37 and 78, https://www.oecd-ilibrary.org/docserver/00dbdd06-en.pdf?expires=1691455849&id=id&accname=guest&checksum=018016493C8B2801ED600ECB29D51CEE, accessed 8 Aug. 2023.] 

Existing infrastructure and services can be adapted to better meet the needs of older Australians. This could include adopting emerging technological developments such as automation, making public areas and public transport more accessible, and building new housing and adapting existing stocks to meet the needs of older people (including to support downsizing).[endnoteRef:52]
 [52:  	OECD, ‘Ageing in Cities: Policy Highlights’ OECD (2015), https://www.oecd.org/cfe/regionaldevelopment/Policy-Brief-Ageing-in-Cities.pdf, accessed 11 Aug. 2023.] 

Endnotes

Changes to population levels, composition and distribution 


Economic


Fiscal


Social


Environmental


Security and strategic


Population | 3
1 | Population
Population | 1
image3.emf
-200

-100

0

100

200

300

400

500

1982–83 1992–93 2002–03 2012–13 2022–23 2032–33 2042–43 2052–53 2062–63

'000


image4.emf
-400

-300

-200

-100

0

100

200

300

400

500

1982–83 1992–93 2002–03 2012–13 2022–23 2032–33 2042–43 2052–53 2062–63

'000

Births Deaths Natural increase


image5.emf
70

75

80

85

90

95

1982–83 1992–93 2002–03 2012–13 2022–23 2032–33 2042–43 2052–53 2062–63

Years

Males

Females


image6.emf
69.4

70.8 71.3

71.5 71.6

8.7

9.1

9.1 9.3 9.6

78.1 79.9

80.4

80.7

81.2

0

10

20

30

40

50

60

70

80

90

100

2003 2011 2015 2018 2022

Years

Full health Ill health


image7.emf
72.8

73.7 73.8

74.0 74.1

10.2

10.6

10.8 10.9

11.3

83.0

84.3

84.6

84.9

85.3

0

10

20

30

40

50

60

70

80

90

100

2003 2011 2015 2018 2022

Years

Full health Ill health


image8.emf
1.4

1.6

1.8

2.0

2.2

1982–83 1992–93 2002–03 2012–13 2022–23 2032–33 2042–43 2052–53 2062–63

Babies per woman


image9.emf
0.0

0.5

1.0

1.5

2.0

2.5

1982–83 1992–93 2002–03 2012–13 2022–23 2032–33 2042–43 2052–53 2062–63

15 –19 20 –24 25 –29 30 –34

35 –39 40 –44 45 –49

Total Fertility Rate

Babiesper woman


image10.emf
0 1 2 3 4 5

0 1 2 3 4 5

0–4

5–9

10–14

15–19

20–24

25–29

30–34

35–39

40–44

45–49

50–54

55–59

60–64

65–69

70–74

75–79

80–84

85+

1982–83

Males

Total population (%)

Females

Age group 

0 1 2 3 4 5

0 1 2 3 4 5

0–4

5–9

10–14

15–19

20–24

25–29

30–34

35–39

40–44

45–49

50–54

55–59

60–64

65–69

70–74

75–79

80–84

85+

2022–23

Males

Total population (%)

Females

Age group 

0 1 2 3 4 5

0 1 2 3 4 5

0–4

5–9

10–14

15–19

20–24

25–29

30–34

35–39

40–44

45–49

50–54

55–59

60–64

65–69

70–74

75–79

80–84

85+

2062–63

Males

Total  population (%)

Females

Age group 


image11.emf
0

10

20

30

40

50

1982–83 2022–23 2062–63

%

Old-age dependency ratio

Economic dependency ratio

Baby 

Boomer 

generation 

turns 65


image12.emf
-2

0

2

4

6

8

1982–83 2022–23 2062–63

ppt

Old-age dependency ratio

Economic dependency ratio


image13.png
$000 (NPV)

900
800
700
600
500
400
300
200
100

o

-100
-200
-300
-400
-500
-600
-700
-800

Employer
Sponsored
Primary

ANet impact

T

Skilled State/ Skilled Family Humanitarian General
Independent Territory/ Secondary population
Primary Regional
Nominated
Primary
mIncome tax mIndirect taxes u Welfare payments

m Health and aged care m Education u Other expenditure




image14.emf
0.0

0.5

1.0

1.5

2.0

2.5

3.0

2002–03 2012–13 2022–23 2032–33 2042–43 2052–53 2062–63

%

Combined rest-of-state areas

Combined capitalcities


image1.emf
-0.5

0.0

0.5

1.0

1.5

2.0

2.5

1982–83 1992–93 2002–03 2012–13 2022–23 2032–33 2042–43 2052–53 2062–63

Natural increase NOM Intercensal difference Population growth

%


image2.emf
10

15

20

25

30

35

40

45

1982–83 1992–93 2002–03 2012–13 2022–23 2032–33 2042–43 2052–53 2062–63

m

Historical IGR 2002 IGR 2007 IGR 2010

IGR 2015 IGR 2021 IGR 2023


