
	
	


	
	



8
Demography
The level and nature of economic activity in Australia over the next 40 years will be strongly influenced by demographic change, particularly the size and age structure of the population. It is therefore necessary to make some assumptions about the key sources of demographic change in developing a modelling reference case.

However, identifying future demographic trends is a difficult task, especially over the medium to longer term, as many key variables will be affected by a wide range of economic and social factors. For example, changing social conditions and norms affect decisions about whether, and at what age, to have children. Such factors are not normally included in stylised modelling reference cases and are outside the scope of this chapter. Rather, the projections developed in this chapter are guided by broad historical patterns. As such, the projections developed imply a continuation of such trends over the projection period. The resulting projections do not represent forecasts of the future.
This chapter identifies the stylised demographic reference case used in assessing the impacts of COAG reforms. The chapter is organised into sections that focus on the key sources of national demographic change — fertility, mortality and net overseas migration.
 Each section commences by providing a historical perspective focusing on relevant national and, where appropriate, state trends. Each section then details the key assumptions employed by the ABS and the latest Intergenerational Report in their population projections. Each section concludes by detailing the key demographic assumptions that the Commission adopted in the modelling reference case that was used to assess the impacts of COAG reforms. As MMRF models the economy of each state separately, many of the demographic assumptions in the modelling reference case are expressed at the state level. The historical timeframes analysed generally reflect the longest period over which comparable ABS demographic data are available.
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Overview of demographic change in Australia

Historical perspective
The population of Australia has grown at a reasonably steady rate of 1.6 per cent per year over the last 90 years, reaching an estimated resident population of 22.7 million in September 2011 (figure 8.1). This growth has closely followed a polynomial trend.

Figure 8.1
Australian population, December 1921 to December 2050a,b
Millions of persons
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a Includes Christmas and Cocos (Keeling) Islands since September 1993. b Actual data to 2010. Projection to 2050.
Sources: ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Australian Demographic Statistics, September 2011, Cat. no. 3101.0); Commission estimates.

The rate of population growth is determined by the net of births over deaths (net natural increase) and net of immigration over emigration (net overseas migration, NOM).
 Natural increase has been the main source of population change over the last 90 years (PC 2010b and figure 8.2). However, since 2005, NOM has greatly exceeded the rate of natural increase. Historically, net overseas migration has been more variable than net natural increase.

Figure 8.2
Components of Australian population change, 1921 to 2010a
Thousands of persons
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a Net natural increase: births less deaths. Net overseas migration: immigration less emigration.

Sources: ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Australian Demographic Statistics, September 2011, Cat. no. 3101.0); Phillips, Klapdor and Simon-Davies (2010).

Not only has the population of Australia increased over the last 90 years, its average age has increased too. Mortality rates have declined since 1921, resulting in a steady increase in life expectancy. Combined with periods of decreasing fertility rates, this has resulted in an ageing population structure (PC 2010b). That is, the proportion of the Australian population in older age groups has increased relative to younger age groups (figure 8.3). For example, the share of Australians aged 65 years and older has increased from 4.5 per cent in 1921 to 13.7 per cent in 2011.

Comparison of recent projections

The Intergenerational Report 2010 (Australian Government 2010, p. 5) projects that the Australian population will reach approximately 36 million by 2050.
In comparison, the ABS (Population Projections, 2006 to 2101, 2008, Cat. no. 3222.0) presents three projections of Australia’s potential population by 2050:

· ‘Series A’ projects a population of around 39 million;

· ‘Series B’ projects a population of around 34 million; and

· ‘Series C’ projects a population of around 30 million.

The Intergenerational Report 2010 and ABS Series B projections roughly align with a continuation of the historical polynomial trend in population growth (which would yield a population of 36 million by 2050) (table 8.1).
Figure 8.3
Share of the Australian population by age, 1921 to 2011a,b
Per cent
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a As at 30 June. b Data for 2011 are preliminary.

Source: Estimates based on ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Australian Demographic Statistics, September 2011, Cat. no. 3101.0).
Table 8.1
Survey of Australian population projections to 2050

Millions of persons
	Projection
	2020
	2030
	2040
	2050

	ABS (series B)
	25.2
	28.4
	31.3
	33.9

	Intergenerational Report 2010
	25.7
	29.2
	32.6
	35.9

	Continuation of historical trend since 1921 (polynomial trend)
	25.5
	28.5
	32.0
	36.0


Sources: ABS (Population Projections, 2006 to 2101, 2008, Cat. no. 3222.0); Australian Government (2010, p. 5); Commission estimates.
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Fertility
Historical perspective

National trends

The number of births in Australia has important implications for not only the growth rate of the population, but also for its future age structure. The number of births depends on:

· the number of women of childbearing age (typically between 15 and 49 years);

· their age profile; and

· the fertility rate at each age (termed ‘age-specific fertility rate’).
The ‘sex ratio’ reflects the number of male births per 100 female births and is used in the demographic module added to MMRF to determine the gender of births. The sex ratio in Australia has fluctuated around its long-run average of 105.5 since 1921, varying from between 104 and 107 male births per 100 female births in any one year (figure 8.4).

Figure 8.4
Sex ratio of Australian births, 1921 to 2010a
Male births per 100 female births
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a No data available for 1969 to 1973.

Sources: ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Births, Australia, 2010, Cat. no. 3301.0).
The total fertility rate (TFR) is the headline fertility figure. It measures the average number of babies each woman would have if they experienced current age-specific fertility rates (discussed below) over their life.
In the last 90 years, the TFR in Australia has varied considerably, reflecting changes in the macroeconomic environment, external shocks such as World War II, the degree of access to effective birth control, changing social norms and the patterns of education and workforce engagement. Trends in the TFR can be divided into five distinct periods (figure 8.5):

· The 1920s and 1930s — The TFR dropped from 3.1 in 1921 to a low of 2.1 in 1934. While fertility rates were already declining prior to the Great Depression, the subsequent decline in per capita income and lack of financial security appears to have exacerbated the decline (Lattimore and Pobke 2008, p. 43).

· 1939 to 1945 (World War II) — The TFR trended sharply upwards during World War II (there had been a gentle upward trend in the years immediately preceding this).

· 1946 to 1961 (‘Baby Boomer’ period) — fertility rates continued to rise after the end of World War II, reaching a high of 3.5 in 1961. This period coincided with a prolonged economic expansion and low levels of unemployment. Increases in fertility rates were concentrated around women aged between 20 and 30 years (figure 8.6), although teenage pregnancy also rose over this period (that is, on average, women starting having children earlier than they had in previous decades). In part, the increase in the TFR reflects ‘tempo’ effects — recuperation of previously foregone childbearing, and bringing forward childbearing. However, the increases in the fertility rate demonstrate significant overall change in reproductive behaviour during this period.

· 1961 to 1977 — Over this period, the TFR dropped steeply and the age at which women began having children steadily increased. Fertility rates declined most sharply for women in their twenties, but decreased in all age groups except 15‑19 year olds (this group’s fertility rate declined from the mid-1970s onwards). This shift in fertility trends was driven by a number of complex and interacting factors. These include:

Figure 8.
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Australian total fertility rate, 1921 to 2010a
Births per woman
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a The total fertility rate is defined as the sum of the age-specific fertility rates (live births at each age of mother per female population of that age) divided by 1000 and represents the number of children that a female would bear during her lifetime if she experienced current age-specific fertility rates at each age of her reproductive life.
Sources: ABS (Australian Historical Population Statistics, 2008, Cat no. 3105.0.65.001); ABS (Births, Australia, 2010, Cat. no. 3301.0).
Figure 8.6
Australian age-specific fertility rates by age of mother,
1921 to 2010
Births per 1000 women
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Sources: ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Births, Australia, 2010, Cat. no. 3301.0).

· Greater control over fertility decisions. The oral contraceptive pill became available in Australia in 1961. While access (particularly for unmarried women) was initially constrained
, use of the oral contraceptive pill progressively increased amongst women (ABS, Australian Social Trends, 1998, Cat. no. 4102.0). In addition, women were granted greater access to abortion following the reinterpretation of abortion laws in South Australia (1969), Victoria (1969) and New South Wales (1971) (Cica 1998). Carmichael (1998) argued that the most important of these was the ruling in New South Wales in 1971, in which Justice Levine declared that economic and social stresses were sufficient to establish danger to a woman’s mental health.

· Increased participation by women in higher and vocational education.
· Increased participation by women in the workforce. Female labour participation increased significantly, from 42 per cent in 1966 to 52.6 per cent in 1981 (continuing to increase to 71.5 per cent in 2010 — OECD Stat, accessed 25 May 2012).
 This reflected greater numbers of women entering the workforce, and a greater ability to re-enter following the birth of a child. For example, the Commonwealth Public Service first permitted married women to be appointed or remain as permanent officers in the Commonwealth Service and to return to their jobs after the birth of their children in 1966 (Weston et al. 2001).

· 1978 to 2009 — The TFR has been relatively stable over the last 30 years, averaging 1.85, notwithstanding a slight increase recently. Many demographers have attributed this recent increase in fertility as a ‘tempo’ effect arising from a delay in the age at which women start bearing children. Despite the total fertility rate remaining relatively stable, age-specific fertility rates have continued to change since 1978, with fertility rates for under 30 year olds declining and fertility rates for 30 year olds and over rising (figures 8.6 and 8.7). Heard (2010) commented that:

During a shift to older ages at childbearing, fertility declines among younger women before any increase in fertility becomes evident among older women. Therefore, delayed childbearing temporarily depresses the TFR, whether or not it has any impact on completed fertility (ultimate family size).
Figure 8.
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Australian age-specific fertility rates by age of mother,
1975 to 2010
Births per 1000 women
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Source: ABS (Births, Australia, 2010, Cat. no. 3301.0).

State trends
In general, state fertility rates have exhibited a similar trend to the national figures, with fertility rates declining at a decreasing rate over most of the last 30 years, but experiencing moderate increases from 2001 onwards (with the exception of the Northern Territory).
Similarly, TFRs have not varied widely between jurisdictions, with the exception of the Northern Territory, which has traditionally been considerably higher. From 2001, there has been some moderate divergence between jurisdictions (excluding the Northern Territory). In 2010, the TFR varied from 1.75 births per woman in Victoria to 2.11 births per woman in the Northern Territory (figure 8.8).
Figure 8.8
Total fertility rates by state, 1972 to 2010a
Births per woman
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a The total fertility rate is defined as the sum of the age-specific fertility rates (live births at each age of mother per female population of that age) divided by 1000 and represents the number of children that a female would bear during her lifetime if she experienced current age-specific fertility rates at each age of her reproductive life.
Sources: ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Births Australia, 2010, Cat. no. 3301.0).

In 2010 (figure 8.9):

· Variability in fertility rates between states decreased in older age groups. For 20 to 24 year olds, the lowest fertility rate was 34.3 births per 1000 women in the Australian Capital Territory compared to 92.5 births per 1000 women in the Northern Territory. For 40 to 44 year olds, the lowest fertility rate was 11.6 births per 1000 women in Tasmania and the highest was 16.7 births per 1000 women in the Australian Capital Territory.

· The Northern Territory had a much higher fertility rate for 15 to 24 year olds than the national average, and a lower fertility rate for 30 to 39 year olds.

· Queensland, Tasmania and Western Australia had above average fertility rates for women aged less than 30.

· Women in the Australian Capital Territory and Victoria delayed childbearing to older ages than other states, with fertility rates for under 30s below the national average, while fertility rates for over 30s were slightly above the national average.

Figure 8.9
Age-specific fertility rates by state, 2010
Births per 1000 women
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Source: ABS (Births Australia, 2010, Cat. no. 3301.0).
Comparison of recent projections

Projections of future fertility rates have tended to assume a continuation of the recent period of relative stability (table 8.2):

· The Intergenerational Report 2010 (Australian Government 2010, p. 6) assumed that the national TFR will decline slightly to 1.9 births per woman by 2013 and will stay at that level to 2050. 
· The ABS series B population projections are based on the national TFR declining to 1.8 births per woman by 2021 and remaining at that level to 2101. Series A projections are based on fertility rates rising to 2.0 births per woman by 2021 and remaining at that level. Series C projections are based on the TFR declining to 1.6 births per woman by 2021 and remaining at that level (ABS Population Projections, 2006 to 2101, 2008, Cat. no. 3222.0).

If it were assumed that the national TFR were to follow the 30-year average to 2010, the future TFR would be 1.85 births per woman by 2050, the mid-point between the Treasury and ABS series B projections.
Table 8.2
Survey of Australian total fertility rate projections to 2050

	Projection
	2020
	2030
	2040
	2050

	ABS (series B)
	1.81
	1.80
	1.80
	1.80

	Intergenerational Report 2010
	1.90
	1.90
	1.90
	1.90

	Continuation of historical average from 1978 to 2010
	1.85
	1.85
	1.85
	1.85


Sources: ABS (Population Projections, 2006 to 2101, 2008, Cat. no. 3222.0); Australian Government (2010, p. 6); Commission estimates.
Towards a modelling reference case

Australia’s TFR has varied considerably over the last 90 years, and it is not possible to rule out further shifts in the future. Nevertheless, based on available evidence, it appears that the long downward trend in fertility since the 1960s has abated, and there are reasonable prospects that the fertility rate will persist within the range observed in recent years (Lattimore and Pobke 2008).
The modelling reference case reflects this assessment. It uses the actual TFR in each state from 2005‑06 to 2009‑10, before assuming that the TFR in each state gradually transitions to the long-run national average (over the period 1978 to 2010) of 1.85 births per woman by 2050 (figure 8.10 and table 8.3).
 The state age-specific fertility rates in each simulation year are scaled to align with the target TFR in that year. The initial total and age-specific fertility rates in the model database are set out in chapter 3 (table 3.10).
These assumptions imply that the national TFR declines from 1.92 births per woman in 2009‑10 to 1.85 births per woman in 2049‑50.

The modelling reference case assumes that the sex ratio in each state — male births per 100 female births — remains at its average rate over the period 2001‑02 to 2008‑09 (table 8.3).

Figure 8.10
Total fertility rates by state in the modelling reference case to 2049‑50a
Births per woman
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a Actual data to 2009‑10. Projection to 2049‑50. Data for 1971‑72 to 2004‑05 are the average of calendar year TFRs. Data for 2005‑06 to 2009‑10 are the financial year TFRs.
Sources: ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Births Australia, 2010, Cat. no. 3301.0); ABS (Australian Demographic Statistics, June 2010, Cat. no. 3101.0); Commission estimates.

Table 8.3
Fertility projections in the modelling reference case by state to 2049‑50a
	State
	2019‑20
	2029‑30
	2039‑40
	2049‑50

	Total fertility rate (births per woman)

	New South Wales
	1.88
	1.87
	1.86
	1.85

	Victoria
	1.80
	1.82
	1.83
	1.85

	Queensland
	2.04
	1.98
	1.92
	1.86

	South Australia
	1.89
	1.88
	1.86
	1.85

	Western Australia
	1.95
	1.92
	1.89
	1.85

	Tasmania
	2.05
	1.99
	1.92
	1.86

	Northern Territory
	2.10
	2.02
	1.94
	1.86

	Australian Capital Territory
	1.85
	1.85
	1.85
	1.85

	Sex ratio (male births per 100 female births)

	New South Wales
	105.8
	105.8
	105.8
	105.8

	Victoria
	105.3
	105.3
	105.3
	105.3

	Queensland
	106.0
	106.0
	106.0
	106.0

	South Australia
	104.7
	104.7
	104.7
	104.7

	Western Australia
	105.2
	105.2
	105.2
	105.2

	Tasmania
	105.6
	105.6
	105.6
	105.6

	Northern Territory
	105.9
	105.9
	105.9
	105.9

	Australian Capital Territory
	105.2
	105.2
	105.2
	105.2


a In the MMRF model, the fertility rate shocks by age of mother and the sex ratio shocks are applied in the year before they take effect. The existing age-specific fertility rates are scaled to align with the target TFR in each state.
Source: Commission estimates.
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Mortality
Historical perspective

National trends
Life expectancy at birth was 79.5 years for males and 84.0 years for females in 2009 (figure 8.11).

Since the 1920s, life expectancy at birth for both males and females has increased at a more-or-less linear rate. Over this period, life expectancy for females has been consistently higher than for males — although the gap widened after World War II before narrowing slightly more recently (figure 8.11). Increases in average life expectancy have in large part been driven by declines in mortality rates for those aged 0–5 and those aged 60 years and over (figure 8.12).

Figure 8.11
Australian life expectancy at birth, 1921 to 2050a
Years
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a Actual data to 2010. Projection to 2050. Data from 1995 has been calculated using data for the three years ending in the reference year.
Sources: ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Deaths, Australia, 2010, Cat. no. 3302.0); Commission estimates.

State trends

Since 1971, trends in life expectancy at birth in most states have not varied substantially from the national average (figure 8.13). The Northern Territory is the exception to this, where mortality rates have been consistently higher than the national average (and consequently life expectancy at birth has been lower) for both males and females.

Figure 8.
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Australian mortality rates by gender, 1921 to 2010
Probability of dying
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Sources: ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Life Tables, Australia, 2008-2010, Cat. no. 3302.0.55.001).

Figure 8.13
Life expectancy at birth by state, 1971 to 2010a
Years
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a Data from 1995 has been calculated using data for the three years ending in the reference year.
Sources: ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Deaths, Australia, 2010, Cat. no. 3302.0).
Comparison of recent projections

Both the Intergenerational Report 2010 and the ABS project continued increases in life expectancy (table 8.4).
The ABS (Population Projections, 2006 to 2101, 2008, Cat. no. 3222.0) provides two possible projections:
· High scenario — male and female life expectancy at birth will increase from 2004–2006 levels by 0.30 and 0.25 years per year, respectively, until 2056. Based on this assumption, male life expectancy at birth would reach 93.9 years and female life expectancy at birth would reach 96.1 years in 2056.

· Medium scenario — from a base annual increase in life expectancy of 0.30 for males and 0.25 for females, mortality improvement is projected to gradually decline. In this scenario, life expectancy at birth will reach 85 years for males and 88 years for females by 2056.
Similarly to the ABS Medium scenario, the Intergenerational Report 2010 (Australian Government 2010, p. 7) assumed that the rate of increase will diminish over time, projecting that, by 2050, life expectancy at birth will reach 87.7 years for males and 90.5 years for females.
The ABS and Intergenerational Report 2010 project that life expectancies for males and females will gradually converge by 2050.
Table 8.4
Survey of Australian life expectancy at birth projections to 2050

Years

	
Projection
	2020
	2030
	2040
	2050

	
	Male
	Female
	Male
	Female
	Male
	Female
	Male
	Female

	ABS (series B)
	82.1
	86.1
	83.1
	86.9
	84.0
	87.5
	84.6
	87.8

	Intergenerational Report 2010
	82.5
	86.2
	84.5
	87.8
	86.1
	89.2
	87.7
	90.5

	Continuation of historical trend from 1921 to 2009 (linear)
	81.0
	86.9
	83.3
	89.2
	85.5
	91.4
	87.8
	93.7


Sources: ABS (Population Projections, 2006 to 2101, 2008, Cat. no. 3222.0); Australian Government (2010, p. 7); Commission estimates.

Towards a modelling reference case

While genetic limitations may mean that life expectancy cannot increase indefinitely, there has, nonetheless, been a more-or-less linear increase in life expectancy over the last 90 years (rather than the rate of increase diminishing over time).
However, adjusting the age-specific mortality rates published in life tables to achieve a target life expectancy as implied by extrapolating past trends is neither a straightforward process, nor one that is conducive to modelling in the demographic module in MMRF. Given this, the mortality rates in the model database (detailed in tables 3.11 and 3.12 in chapter 3) are updated using age, gender and state-specific growth rates (detailed in tables 3.13 and 3.14 in chapter 3). These growth rates are derived from the ABS Life Tables using the methodology outlined by the Australian Government Actuary (2009, p. 35). The resulting life expectancies at birth implied by these updated mortality rates (table 8.5) are generally close to those obtained by linearly extrapolating historical trends (figure 8.11).

Table 8.5
Life expectancy at birth by state implied by the annual changes in mortality rates used in the modelling reference case to 2049‑50

Years

	
	2019‑20
	2029‑30
	2039‑40
	2049‑50

	Males

	New South Wales
	82.0
	84.1
	86.0
	87.7

	Victoria
	82.4
	84.5
	86.3
	87.9

	Queensland
	81.9
	84.1
	86.0
	87.7

	South Australia
	81.9
	84.0
	85.9
	87.6

	Western Australia
	82.2
	84.3
	86.2
	87.9

	Tasmania
	80.8
	83.0
	85.0
	86.8

	Northern Territory
	78.3
	82.2
	85.3
	88.0

	Australian Capital Territory
	83.1
	85.1
	86.8
	88.4

	Females

	New South Wales
	86.3
	88.3
	90.6
	93.3

	Victoria
	86.4
	88.4
	90.6
	93.4

	Queensland
	86.2
	88.3
	90.5
	93.3

	South Australia
	86.4
	88.4
	90.7
	93.5

	Western Australia
	86.6
	88.7
	91.0
	93.9

	Tasmania
	85.1
	87.1
	89.3
	91.9

	Northern Territory
	83.4
	87.2
	91.7
	99.0

	Australian Capital Territory
	86.5
	88.5
	90.6
	93.3


Source: Commission estimates.
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Overseas migration

Historical trends

National trends
The level, age and gender composition of net overseas migration affect the rate of population growth. The effect of net overseas migration on population growth can be amplified by increasing the proportion of migrants from the high fertility rate age groups (20 to 39 years old) and/or the proportion of females.

Since 1921, the number of net overseas migrants as a proportion of the Australian population has fluctuated substantially between -0.19 per cent (1931) and 1.89 per cent (1949) (figure 8.14). However, despite the year-to-year variations, the long-run average has remained fairly stable at around 0.6 per cent of the Australian population over sub-periods to 2010 (table 8.6).
The overall number of migrants entering Australia has historically been determined by Australian Government policy (table 8.7). Over time, immigration policies have become more flexible, enabling the system to be more responsive to changes in the demand for labour.

Table 8.6
Average net overseas migration to Australia as a share of the population, 1921 to 2010

Per cent

	Time period
	Share of population

	1921-2010
	0.58

	1955-2010
	0.68

	1975-2010
	0.59

	1990-2010
	0.62


Source: Estimates based on Phillips, Klapdor and Simon-Davies (2010); ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Australian Demographic Statistics, September 2011, Cat. no. 3101.0).

There have also been significant changes in the level and composition of migration over the last seven years. Between 2004 and 2008, annual net overseas migration rose from just over 100 000 to over 300 000 (figure 8.14). In large part, this was driven by large net increases in the number of long-term temporary visitors coming to Australia (especially international students and long-stay business visas), rather than reductions in the number of departures (figures 8.15 and 8.16).

Table 8.
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Selected changes to Australia’s immigration program,
1973 to 2010

	Year
	Change

	1973
	Introduction of the unrestricted Trans-Tasman Travel Arrangement between Australia and New Zealand

	1977
	Commencement of the first tailored humanitarian program

	1996
	Introduction of the uncapped temporary business (long stay) visa (subclass 457)

	1999
	Introduction of a ‘migration occupations in demand list’, containing occupations considered to be in ‘shortage’

Additional points granted to migrants educated at an Australian institution

	2001
	Removal of the requirement for overseas students educated at an Australian institution with certain skills (especially information and communications technology) to first leave Australia or gain experience in their professional field to gain permanent residency 

	2003
	Increase in the minimum length of study required in Australia for overseas students to qualify for bonus points and the work experience exemption under the general skilled migration program (from one to two years)
Increase in the number of points awarded for completion of Australian honours, masters, and PhD degrees

	2004
	Expansion of the migration occupations in demand list to include accountants and a number of trade occupations

	2005
	Inclusion of engineering-related occupations and more trade occupations (such as cooking and hospitality) in the migration occupations in demand list
Introduction of a trade skills training visa allowing employers to recruit people from overseas to undertake apprenticeships 

	2006
	Increase in the base level of English proficiency required by general skilled migration visa applicants, and introduction of a skilled work experience requirement for some previously exempt overseas students applying for permanent residency

	2007
	Abolition of New Zealand-specific permanent residence visas as part of reform of the general skilled migration program

	2008
	Increase in the number of places offered in the skilled migration program by 37 000
Introduction of a ‘demand driven’ model for determining permanent skilled migration, introduction of a ‘critical skills list’ to apply to independent skilled visa applicants; and an increase in the number of employee-sponsored visas

	2009
	Two cuts to the general skilled migration program quota, reducing it by 20 per cent

Removal of building and manufacturing trades from the critical skills list, leaving it to consist mainly of health, medical, engineering, and IT professionals

Introduction of a series of integrity measures associated with student visas

	2010
	Issue of a new ‘skilled occupations list’, containing 181 occupations — a reduction of 219 compared to the previous list

Removal of occupations such as cooking and hairdressing from the skilled occupations list. The inclusion of such occupations previously had contributed to growth in overseas student enrolments in the vocational education and training sector

Introduction of rules for temporary skilled graduate visas for students studying for an occupation not on the skilled occupations list


Sources: DIAC (2011b); DIMA (2001); Evans (2008a,b,c; 2009; 2010); Koleth (2010); Parliamentary Library (2010). 

Figure 8.14
Australian net overseas migration, 1921 to 2010
	As a share of the Australian population (Per cent)
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a From July 1925, figures are net permanent and long-term migration. From 1971 to 2006, net overseas migration (NOM) is the difference between permanent and long-term arrivals and permanent and long-term departures. From the September quarter 2006 onwards, estimates for NOM are the difference between the number of incoming travellers who stay in Australia for 12 months or more and the number of outgoing travellers who leave Australia for 12 months or more.

Source: Estimates based on ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Australian Demographic Statistics, September 2011, Cat. no. 3101.0); Phillips, Klapdor and Simon-Davies (2010).
Figure 8.15
Overseas arrivals to Australia, 1976-77 to 2010-11
Thousands of persons
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Source: ABS (Overseas Arrivals and Departures, Australia, March 2012, Cat. no. 3401.0).
Figure 8.16
Overseas departures from Australia, 1976-77 to 2010-11
Thousands of persons
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Source: ABS (Overseas Arrivals and Departures, Australia, March 2012, Cat. no. 3401.0).
The number of international student visas granted increased from 172 000 in 2003‑04 to a peak of 320 000 in 2008‑09 (figure 8.17). The largest increases came from vocational education and training (increasing by over 300 per cent, or 78 962 students) and higher education (increasing by about 150 per cent, or 78 748 students).

Figure 8.17
Number of student visa applications granted by subclass, Australia, 2003-04 to 2010-11
Thousands
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a From 2004-05 onwards, masters by coursework students were eligible for higher education (subclass 573) visas. Prior to this, they were eligible for postgraduate research (subclass 574) visas.
Sources: DIAC (2010, p. 17; 2011a, p. 17).
The increase in overseas students can be attributed partly to changes to the migration rules in 2001. The Government announced that overseas students that had successfully completed their studies at an Australian educational institution, and had skills considered to be in demand, could apply for permanent residency onshore under the general skilled migration program. Such students were no longer required to return home to apply for Australian residency, and were also exempted from being required to obtain work experience in their chosen occupation. This resulted in a rise in the number of successful applications for permanent residency.

The number of student visas granted dropped in 2009‑10, coinciding with a tightening of the rules from 1 January 2010. From then on, prospective overseas students were required to demonstrate that they had access to at least $18 000 to finance their living expenses in Australia, an increase of $6000 over the amount previously required. In addition, the appreciation of the Australian dollar significantly exacerbated this increase, effectively raising the cost of studying in Australia. Reforms to the general skilled migration program in February 2010 also reduced the number of occupations on the skilled occupations list, including the removal of hairdressing and cooking. The reduction in the skilled occupations list had a particularly large effect on the vocational education and training sector.

Since the path from overseas student to permanent resident has been restricted, the number of overseas students could decline further.

The influx of international students had a large effect on the age composition of migrants between 2004‑05 and 2008‑09, particularly those aged 15 to 30 years (figure 8.18). This influx affected the age profile of the Australian population, as migration is the main source of demographic change for these age groups (as deaths are relatively infrequent).

The sex ratio of net overseas migrants varies across time and age and is particularly volatile for over 50 year olds (this is due to the small number of migrants in those age groups) (figure 8.19).
Comparison of recent projections

The Intergenerational Report 2010 (Australian Government 2010, p. 7) projected that net overseas migration would decline relatively sharply from an annual average of around 244 000 over the three years to June 2009 to 180 000 people per year from 2012 and remain at that level to 2050. As net overseas migration is fixed at 180 000 people per year from 2012, net overseas migration was projected to decline from 0.7 per cent of the population in 2020 to 0.5 per cent in 2050. The age-gender profile of overseas migration was projected to remain constant at its 2010 level.

The ABS series B projections have net overseas migration declining to 180 000 per year in 2008 and remaining at that level until 2101. The series A projections have net overseas migration declining to 220 000 in 2011 and remaining at that level, while the series C projections have net overseas migration declining to 140 000 in 2011 and remaining at that level. The net overseas migration projections in series B are equivalent to a decline from 0.7 per cent of the population in 2020 to 0.5 per cent in 2050 (table 8.8).
Figure 8.18
Share of net overseas migrants to Australia by age and gender, 2004-05 to 2010-11
Per cent
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Source: ABS (Migration, Australia, 2009-10, Cat. no. 3412.0).

Figure 8.19
Sex ratio of net overseas migration to Australia by age,
2004‑05 to 2010‑11a,b
Male migrants per 100 female migrants
	2004‑05
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a NOM arrivals less NOM departures. b There were net outflows of males aged 65 years and over and females aged 60 to 64 years in 2008-09. The ratio of male net overseas migration aged 60 to 64 years to 100 female net overseas migration in 2008‑09 is 1225.
Source: Estimates based on ABS (Migration, Australia, 2009-10, Cat. no. 3412.0). 
Table 8.8
Survey of Australian net overseas migration projections to 2050

Per cent of the Australian population
	Projection
	2020
	2030
	2040
	2050

	ABS (series B)
	0.7
	0.6
	0.6
	0.5

	Intergenerational Report 2010
	0.7
	0.6
	0.6
	0.5

	Continuation of historical average from 1920 to 2010
	0.6
	0.6
	0.6
	0.6


Sources: ABS (Population Projections, 2006 to 2101, 2008, Cat. no. 3222.0); Australian Government (2010, p. 7); Commission estimates.

Towards a modelling reference case

Net overseas migration by age, gender and state in the model database are set out in chapter 3 (tables 3.15 and 3.16). 

The modelling reference case uses actual net overseas migration by age, gender and state from 2006‑07 to 2009‑10.
 The average age and gender shares over this period are shown in table 8.9. 
From 2010‑11 until the end of the projection period, reflecting the longer-term historical average, net overseas migration each year has been assumed to be 0.6 per cent of the beginning-of-year population (table 8.10 and figure 8.20). The age, gender and state distribution of this migration is determined by the database shares at the beginning of each simulation year and is updated during each simulation year.
Table 8.
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Age and sex ratios of Australian net overseas migration,
2005‑06 to 2008‑09a
	Age
	Share of NOM
	Sex ratio

	
	Per cent
	Male migrants per
100 female migrants

	0-4
	5.7
	104.7

	5‑9
	6.2
	105.9

	10-14
	5.7
	107.0

	15-19
	14.6
	117.8

	20-24
	21.0
	122.3

	25-29
	16.4
	88.9

	30-34
	11.6
	98.5

	35-39
	8.1
	100.1

	40-44
	5.4
	104.8

	45-49
	2.5
	104.0

	50-54
	1.2
	71.5

	55-59
	0.7
	71.3

	60-64
	0.6
	94.6

	65 and over
	0.3
	90.2

	Total
	100.0
	104.5


a Average of 2005-06 to 2008-09.

Source: ABS (Migration, Australia, 2008-09, Cat. no. 3412.0).

Table 8.10
Australian net overseas migration projections in the modelling reference case to 2050

	
	2020
	2030
	2040
	2050

	Proportion of the population (per cent)
	0.6
	0.6
	0.6
	0.6

	Level (persons per year)
	148 200
	167 200
	186 300
	206 100


Source: Commission estimates.

Figure 8.
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Australian net overseas migration to 2050a
Thousands of persons
	[image: image34.emf]0

50

100

150

200

250

300

350

1971 1981 1991 2001 2011 2021 2031 2041

NOM Trend/Projection

Actual

Projection




a Actual data to 2009. Projection to 2050.

Sources: Estimates based on ABS (Australian Historical Population Statistics, 2008, Cat. no. 3105.0.65.001); ABS (Australian Demographic Statistics, September 2011, Cat. no. 3101.0); Phillips, Klapdor and Simon-Davies (2010).
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Towards a modelling reference case

The fertility, mortality and overseas migration assumptions adopted in the modelling reference case are set out in tables 8.3, 8.5 and 8.10, respectively. The annual improvement in mortality rates by age, gender and state are detailed in tables 3.13 and 3.14 of chapter 3. Interstate migration is modelled endogenously in the modelling reference case, and is linked to changes in the labour market, which respond to differences in real wage changes by occupations across states.

The implications of these assumptions, including the level of population and its distribution across states, ages and gender, are set out in chapter 15.
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� 	As outlined in chapter 4, net interstate migration in the version of MMRF model used to assess the impacts of COAG reforms is linked to the movement in the labour market, which responds to differences in real wages by occupation across states.


� 	The definition of net overseas migration has changed over time (see Philips, Klapdor and Simon�Davies 2010). Immigration and emigration are loosely used here to denote the measures of long-term arrivals and departures, respectively, in net overseas migration.


�	Access was dependent on prescription by doctors who may have been reluctant to prescribe to unmarried women. Conversely, unmarried women may have been reluctant to approach doctors in order to access the pill (Siedlecky and Wyndham 1990).


� 	The OECD participation rates are defined as a share of the population aged 15 to 65 years.


�	The long-run TFR of 1.85 births per woman is also the midpoint between the TFRs in the Intergenerational Report 2010 and ABS series B.


� 	The national sex ratio over this period is 105.6 male births per 100 female births.


� 	The one exception where applying recent improvements in mortality rates results in a higher life expectancy at birth than would be expected from extrapolating historical trends in life expectancy is for females in the Northern Territory. The resulting higher life expectancy does not materially affect the results presented in this supplement or in the final report.


� 	The level of net overseas migration by state was sourced from ABS (Australian Demographic Statistics, June 2010, Cat. no. 31010DO001_201006) and excludes other territories. The gender distribution by age group and state was sourced from ABS (Population by Age and Sex, Australian States and Territories, June 2009, Cat. no. 3201.0) and the distribution by individual years of age was inferred based on the existing age distribution of population in that state.
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