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INTRODUCTION

The AGIR (Ageing, Health and Retirement in Europe) project is carried out by a consortium of nine European research institutes, most of which are members of ENEPRI (European Network of Economic Policy Research Institutes). ENEPRI is a network of leading institutes covering a broad spectrum of economic and social policies and with a considerable expertise in policy analysis and the formulation of policy scenarios and options. It was created in 1999, at the initiative of CEPS (Centre for European Policy Studies) and with finance from the 5th EU Research Framework Programme (ref. no. HPSE-CT-1999-00004), to improve collaboration and diffusion of national research in the areas of welfare systems and the labour market. Since then, its members have started two common research projects, AGIR and DEMWEL (a study on the economic impact of demographic uncertainties, ref. no. QLK6-CT-2002-02500), as well as a research-training network on ageing (ref. no. HPRN-CT-2002-00330), all financed under the 5th Research Framework Programme. ENEPRI’s membership has increased over time, passing from its ten original member institutes to the current twenty-five, which include institutes from EU as well as candidate countries (for a list of member institutes, please visit: www.enepri.org/Members.htm). 

This annual report covers the first year of activities of AGIR, which started on 1st January 2002. The AGIR project aims at introducing health considerations into the analysis of the ageing process and its implications for the public expenditure on health care and pensions. We aim at getting evidence of whether people, as they are living longer, are also living in a better health. This would have important implications for future health care costs and retirement decisions. Our first results show that this hypothesis is not necessarily true, and that old people are not necessarily healthier than they used to be, despite the increase in average life expectancy. 

During the reported period, all deliverables were produced as planned in the Technical Annex to the AGIR contract. However, a 9-months delay in the acquisition of the European Community Household Panel (ECHP) data from Eurostat has limited our work during this year and is expected to delay the development of the whole project.

1. OVERVIEW OF PROGRESS DURING THE REPORTING PERIOD 

1.1. Scientific objectives

There is clear evidence that life expectancy has substantially increased during the last century, and is one of the main factors behind the ageing process we are witnessing in most of the developed world. However, the evolution of the health status of the population has not been so well documented, although some evidence from the United States suggests that old people might also be fitter than they used to be
. 

This project aims at gathering all available evidence, in so many EU countries as possible, to respond to the question of whether people are not only living longer, but also in a better health. We will then assess how the consideration of the changes on the health status can affect the projections of future health expenditure and the forecasting of retirement patterns over the coming decades. Finally, we will analyse the public policies available to influence the future development of public expenditure on health care and pensions.

The first phase of the year and particularly its first year was completely devoted to collection and compilation of data, on which the whole project is based. 

In particular, data were to be collected on:

· the evolution of the fitness of the elderly during the last decades (WP1)

· the use of health care services, particularly of long term care and how it relates to age and health status (WP2)
· informal care giving and its relation with the labour market (WP2)
· the determinants of retirement, including analysis of the impact of health factors as well as the value of unpaid household work (WP3)

1.2. Scientific progress

The data collected during this first year already give us a clearer picture of the ageing process in the EU countries. 

We can say that the increase in the average life expectancy during the last three decades has mainly been due to a compression of mortality, this is, to the fact that more people are surviving to older ages, rather to a greater share of people on exceptionally old ages. As an illustration, the share of survivors at age 80 has typically increased from 30% to 60% in the last 30 years. 

Regarding the health evolution of the population, our first indications point to the fact that longer lives may not necessarily be accompanied by a decrease in the prevalence of disability, that is, they are not necessarily lived in a better health. However, a conclusion is difficult to reach, as the morbidity data are scarce, and most of them are self-reported health status. Further work on the collection and analysis of the data is necessary. 

The data collected on the use of health care do not give a clearer trend. Indeed, in 4 out of the 7 countries for which data have been gathered, the age specific rate of hospital utilisation has increased, while in 1 of them it has decreased, and in other 2 no trend could be identified.

The share of people receiving long-term care has been increasing with the years, particularly in the oldest-age groups, and in most EU countries is being provided mainly by the family. The potential for informal care among in old age couples is increasing, as increasingly more couples survive together to older ages in most EU countries. Data from most countries show that increasingly more people are receiving long-term care. For many countries, data about people in institutions is difficult to obtain. Moreover, one should keep in mind that the number of people institutionalised depends a lot on the public policies in place, which in most countries have been encouraging a des-institutionalisation of long term care.

Regarding the incentives to retire, our calculations of the option values show that when not only financial incentives, but also the value of domestic work is considered, the disincentive to continue working belong the legal retirement age is even bigger. Only in countries with low replacement rate (UK and Denmark), continuing to work is always more attractive than retiring. In higher replacement rates, the built-in incentives in the public pension systems for continuing to work do not seem to be effective when household work is considered.

Although some interesting results have already been obtained, our work during this first year has been enormously limited by the delay on the acquisition of the European Community Household Panel data. These data are essential for the analysis under WP1 and WP2, and the difficulties to access to them have delayed the work in these work packages, and as a consequence in the whole project. These problems will be further explained in the more precise description of the work in each work package. 

1.3. Deliverables: Workshops and Working Papers
During the period covered by this report, all workshops and working papers were delivered as planned. 

The only deviation from the original plan in the Technical Annex was that the initial workshop for WP3 to be organised by ETLA in Helsinki (Finland), was instead organised in Berlin (Germany) on 25 May 2002, together with the initial workshop for WP2 organised by DIW.

Given that the different work packages of the AGIR project are all connected with each other, and that often the output from one work package is needed as input for the next ones, it seemed that it would make sense, not only financially, but also for the coherent development of the project, to organise joint workshops for different work packages. This is a way of ensuring that previous work packages produce all the input and data necessary for the purposes of the following work packages and that there is no duplication of work.

In particular, the following workshops and papers were delivered:

Work package 1 

	February 2002
	FEDEA produced 1 working paper on ‘Life expectancy and morbidity in Europe’ as a background paper for the initial meeting of WP1

	25 February 2002
	FEDEA organised 1 initial workshop preparing the work in WP1 in Madrid (Spain)


Work package 2 and Work package 3

	April 2002
	DIW produced 1 working paper on the ‘Use of health and nursing care by the elderly’, as a background paper for the initial meeting of WP2

	May 2002
	ETLA produced 1 working paper on ‘Determinants of retirement’, as a background paper for the initial meeting of WP3

	24-25 May 2002
	DIW and ETLA organised a joint initial workshop to prepare the work in WP2 and WP3 in Berlin (Germany)


The following three working papers can be found in Annex I:

- ‘Life expectancy and morbidity in Europe’ by FEDEA 

- ‘Use of health and nursing care by the elderly’ by DIW

- ‘Determinants of Retirement’ by ETLA

The programmes of the three initial workshops for WP1, WP2 and WP3 and the minutes of the workshop in Berlin (24-25 May 2002) can be found in Annex II.

1.4. Updated deadlines for working papers
As already mentioned and explained further down in this report, the phase of data collection and compilation (WP1, 2 and 3) will require more time than initially expected. This will therefore delay the preparation of the working papers presenting the results and conclusions of the research in WP1, 2 and 3 (see updated deadlines in table below).

As a consequence of the delay in the data collection phase, on which the work on WP4, WP5 and WP6 relies, the whole project is expected to be delayed. See updated deadlines for WP4, WP5 and WP6 in table below. 

The proposed new deadlines are conditional to agreement by the Commission on a 9-months extension of the AGIR contract. 

Updated dates of delivery of working papers:

	MONTH
	INSTITUTE
	WORK PACKAGE
	PAPER

	February 2002
	FEDEA 
	1
	1 working paper on ‘Life expectancy and morbidity in Europe’ as a background paper for the work in WP1

	April 2002
	DIW 
	2
	1 working paper on the ‘Use of health and nursing care by the elderly’, as a background paper for the work in WP2

	May 2002
	ETLA
	3
	1 working paper on ‘Determinants of retirement’, as a background paper for the work in WP3

	February 2003
	CPB

DIW
	4
	1 background paper for the work in WP4

	May 2003
	DIW

ETLA FEDEA 

FPB

NIESR LEGOS
	1
	6 working paper presenting for each country the findings of the work on data collection and compilation in WP1

	May 2003 
	CPB

DIW

ETLA

FEDEA

FPB

NIESR

LEGOS
	2
	7 working papers presenting for each country the findings of the work on data collection and compilation in WP2

	June 2003
	CEPII

CPB

DIW

ETLA

FPB
	3
	5 papers compiling the data used in each country for the calculations in WP3

	June 2003
	NIESR
	5
	1 working paper presenting the review of the literature and surveys and the methodology of the NIESR study 

	June 2003
	CEPII
	5
	1 working paper presenting the review of literature and surveys and the methodology of the CEPII study

	September 2003
	ETLA
	3
	1 main working paper presenting a synthesis of the findings in WP3

	September 2003
	FEDEA
	1
	1 main working paper presenting a synthesis of the findings in WP1

	September 2003
	DIW
	2
	1 main working paper presenting a synthesis of the findings in WP2

	January 2004
	CEPS 
	6
	1 working paper presenting a synthesis of the findings and conclusions of the research undertaken within the framework of WP1, 2 and 3

	January 2004
	CPB
	4
	1 main working paper presenting a synthesis of the findings and the projections

	January 2004
	NIESR
	5
	1 main working paper presenting a synthesis of the findings and the projections of the NIESR simulations

	February 2004
	CEPII
	5
	1 main working paper presenting the findings of the simulations undertaken by CEPII

	May 2004
	CPB

DIW
	4
	1 occasional paper presenting the synthesis of this research, the proceedings of the workshop and a discussion of the policy implications of this work

	May 2004
	CEPS
	5
	1 paper presenting a synthesis and comparison of the two studies in WP5

	October 2004
	NIESR


	5
	1 occasional paper or book presenting the three contributions to WP5 and the proceedings of the final workshop

	January 2005
	CEPS
	6
	1 occasional paper presenting the overall policy conclusions emerging from the project

	March 2005
	CEPS
	6
	1 book with conference proceedings and the main working papers summarising the findings and conclusions of the different work packages


1.5. Calendar of past and future workshops

The future workshops and meetings have been rescheduled according to the progress made in the first three work packages during the first year of the project. Two extraordinary intermediary workshops for WP1, WP2 and WP3, not foreseen in the original calendar in the AGIR Technical Annex, are planned: one in February 2003 in The Hague and one in June 2003 in Helsinki.

The updated calendar of events and meetings as of 1 January 2003 is:

	MONTH
	DATE
	ORGANISING INSTITUTE
	LOCATION
	WORK PACKAGE

	2
	25 February 2002
	FEDEA
	Madrid
	Initial Workshop for WP 1

	5
	24-25 May 2002
	DIW

ETLA
	Berlin
	Initial Workshop for WP 2  &

Initial Workshop for WP 3

	6
	25 June 2002
	CEPS
	Brussels
	Initial Steering Committee Meeting

	11
	28 November 2002
	CEPS

CPB
	The Hague
	Second Steering Committee Meeting

	13
	23 January 2003
	CEPS
	Brussels
	Third Steering Committee Meeting


	14
	14-15 February 2003
	CPB
	The Hague
	Initial Workshop for WP 4 & Intermediate Workshop for WP1, WP2 and WP3

	18
	12-13 June 2003
	ETLA

FEDEA

DIW

NIESR
	Helsinki
	Initial Workshop for WP 5 &

Intermediate Workshop for WP 1, WP2 and WP3

	22
	October 2003
	ETLA

FEDEA

DIW
	to be decided
	Final Workshop for WP1, WP2 and WP3

& Intermediate Workshop for WP4 and WP5 &

Fourth Steering Committee Meeting

	26
	February 2004
	CEPS 

CPB
	Brussels or The Hague
	Final Workshop for WP4

& Mid Term Review

& Fifth Steering Committee Meeting

	33
	September 2004
	CEPII

NIESR
	London 
	Final workshop for WP 5

	37
	January 2005
	CEPS
	Brussels
	Final conference for WP 6

& Final Steering Committee Meeting

	38-39
	February – March 2005
	All participating institutes
	Different EU Members States
	Presentation of the final book and dissemination of the main project conclusions at meetings and press conferences


2. STATUS OF THE INDIVIDUAL WORK PACKAGES 

2.1. WP1: Bio-demographic aspects of ageing:

Start date: January 2002

1) Objectives 

The main objective of this work package is to arrive at a better understanding of the process of ageing in Europe, considering not only the demographic trends, but also the health evolution of the population, and the changes in the life courses during the last decades. The data collected in this workpackage are aimed at providing evidence of whether people are both living longer and in a better health. 
The Spanish institute FEDEA centralises the data collection for WP1 and is in charge of identifying and defining the data to be collected by each participating institute. FEDEA is also in charge of constructing a common database with the data collected by all participating institutes, which will serve as basis for the rest of the project and be made available to all AGIR partners at the webpage of the AGIR project (for partner’s only). 

According to the AGIR Technical Annex, during the first year of operation of the project the following tasks will be dealt with:

· Overview of the literature on bio-demography 

· Review of all available data sources and surveys. 

· Extraction of data from sources, homogenisation and organisation of these data in a way that permits joint use by all partners.

· Computation of adjusted life expectancies.

· Projections.

Institutes involved: CEPS, DIW, ETLA, FEDEA, FPB, NIESR, LEGOS

2) Actual work accomplished:
As already mentioned, FEDEA produced a background paper with an overview of the literature in bio-demography, definitions of different measures of the health status of the population, and a presentation of the method of calculation of health expectancies.
FEDEA asked national teams to produce comprehensive data on population, mortality, longevity, lifecourses and morbidity. Data required were divided in five areas:

· Population. That is, the longest possible time series of historical and projected (2050) total population (at 31st December) data by year gender and age (0 to 100 and/or more). Annual number of births by gender.

· Mortality. Deaths for the same years as before, by gender, year of birth and age. Complete life-tables by gender and both genres (survivors) for as many years (historical and projected) as possible.

· Longevity. For the same years as before (projections when needed), a series of longevity indicators by gender and both genres: life expectancy at birth, at 65 and at 80; record age (age of the oldest person dead in any given year); median duration (age at which 50% of a generation is dead); modal duration (age at which the largest number of estimated deaths occur); life endurance (age at which 90% of a generation is dead).

· Life courses. Indicators about these, year by year and by gender, include: (average) age at which school ends, age at first job, age at emancipation, age at forming a first household (by first marriage or other), at first childbirth, age at widowhood, age at invalidity, age at retirement, 65+life expectancy at 65, 65+(health or disability) adjusted life expectancy at 65.

· Morbidity. Survey data on self-perceived health status by age and disability by age.

Data have been collected for the countries of the institutes participating to this work package (Belgium, Germany, Spain, France, Finland, and the United Kingdom.), as well as for Denmark, Italy, and Sweden. Some data, although not as complete, are also being collected for The Netherlands, Ireland, Portugal, Austria and Greece.

Data would come mostly from national sources and from the ECHP (European Community Household Panel). 

From the national data received by FEDEA by the end of year 2002, it can be concluded that ageing is a process that all countries have been experiencing, with different degrees and starting points, since the last few decades and that will continue, given current trends, in the coming decades.

Ageing is due both to longer average life years and fewer births. Life expectancy has been increasing dramatically since one hundred years ago, and this has been compatible both with expansion (more and more people reaching extreme ages) and with compression (more and more people surviving at all ages) of mortality. However, in the last three decades compression of mortality has been dominant in the process of ageing, rather than expansion for the generality of countries. Relatively few people reach extreme ages, that only in few exceptional cases surpass 110 years of age, while survivors shares (for a given generation) at 80, for instance, have typically increased from 30% to 60% or more in the last 30 years.

Life courses indicators have allowed us to document, with varying accuracy for different countries, a general trend towards longer years in school, delayed entrance to the labour market, delayed emancipation from parental home, delayed household formation and first parenthood, earlier retirement and longer lives. Some of these trends, as it is well known, clash with each other as it is the case of shorter working lives and longer retirement periods.

Morbidity (health status or disability) puts a check on the quality with which longer lives can be lived. Our first indications point to the fact that longer lives do not necessarily mean to be lived in better health or with less prevalence of disabilities. However, most data on health status is self-reported, what makes comparisons through time and among countries difficult. 

The collection and interpretation of health data has indeed resulted a harder and more time consuming task than initially foreseen, and by the end of the year 2002 has still not been finalised. This has in part been due to the rarity and lack of homogeneity of health and disability surveys in different countries. But an important cause of the delay has been the long and uncertain process of acquisition of the ECHP data. In fact, after making our formal request for these data to Eurostat in July 2002, in October 2002 we were informed that this acquisition might not be allowed and could in any case not be confirmed until December 2002. On 20 December we were finally informed that this acquisition would be allowed. These data were only received in March 2003, this is, with a 9 months delay.

Adjusting life expectancies to take account of years lived in bad health or in disability is a straightforward exercise. Available evidence show that, as said before, in certain countries longer lives do not necessarily mean better lives. But the number of periods for which surveys are available is very reduced (two to four, in most cases) so a clear trend is hard to establish. Some further information could be obtained from the ECHP, for which six waves are now available (from year 1994 to 1999), although this survey presents a serious attrition problem (a bad health status could be the cause of withdrawing from the survey sample).

Making projections about adjusted life expectancies based on such a meagre number of past observations is a heroic task that requires a lot of thinking and the best possible selection of data sources (ECHP vs national surveys) and countries. This has not been done yet, among other things due to the delay with which the ECHP has been made available for this project.

Our work has showed the scarcity of data on morbidity and the need to improve the quality, comparability and access to health data in Europe, from which policy-making could enormously benefit. 

3) Future deliverables

The work in WP1 has been delayed, due to problems of availability and comparability of data, and is expected to delay the whole AGIR project by 9 months, as the rest of the project is based on the data collected in WP1, WP2 and WP3. The expected 9 months delay has been reflected in the updated calendars of deliverables in sections 1.4 and 1.5 of this annual report. . In particular, the national reports on the results of WP1 originally scheduled for March 2003, are not expected to be finalised before May 2003. The working paper summarising the results for WP1 will be ready by September 2003, instead of May 2003, as was initially planned.

2.2. WP2: Use of health and nursing care by the elderly 
Start date: April 2002

1) Objectives 

One aim of the AGIR project is to show the impact of “living longer in better health” on the further need of health and long-term care of the elderly and the consequences for health expenditure. The projection of the use of health care and the need for long-term care requires to analyse the current situation in each single EU country and to study the determinants of the use of health care and the need for long-term care (especially the influence of health). With respect to this aim the tasks of WP 2 are:

· To show the current use of health care services by the elderly 

· To analyse the determinants of the demand of health care services

· To show to what extent the elderly receive care and nursing by their families and/or charitable institutions (formal home care/institutional care)

· To analyse the connection between informal care-giving and changes in labour force participation of women over time

· To analyse the contribution of the elderly to the care and nursing of the oldest old

The determinants of the use of health care services, the connection between informal care-giving and changes in labour force participation of women and the contribution of the elderly to the care and nursing of the oldest old will be analysed using the ECHP. This database has not been available until March 2003. Therefore, the first results could not enclose these three tasks. 

Institutes involved in WP2: CEPS, CPB, DIW, ETLA, FEDEA, FPB, NIESR, LEGOS. DIW is leading the work in WP2.
2) Actual work accomplished:

In April 2002, DIW prepared a background paper presenting the literature and methodology to be followed in WP2 and giving precise instructions on the data requirements to be provided by each participating institute (Annex I).

The compilation of data in WP2 proceeded according to the original plan, except for the data to be extracted from the ECHP. Results by the end of 2002 can be summarised:

· Current use of health care services

The use of acute health care services was divided into hospital care and outpatient care. In the case of hospital care, hospital admissions/discharges and the length of hospital stay are available for all participating countries, but in most cases only for selected years or a single year.

Generally, in all countries the hospitalised persons per 1000 inhabitants (prevalence rate) and the length of hospital stay increase with age. However, the prevalence rates – especially in the older age-groups - show a high variation between the countries which is caused by differences in the data bases (household surveys vs. administrative data covering the total population). 

The development of age-specific prevalence rates in the past show no general trend. In four countries, hospital utilisation increase with time, particularly in the oldest age-groups, two countries show no trend and only in The Netherlands utilisation rates decrease between 1993 and 2000.

In all the past, life expectancy has been increasing in all countries considered, but this has not been accompanied by a decrease in hospital utilisation. While the length of hospital stay declines, the hospital admissions/discharges show no clear trend. 

In the case of outpatient care, the number of consults to a doctor increases with age in all participating countries.

· Long-term care

In most countries data about people receiving long-term care in institutions and at home are difficult to collect. Until now data for Finland, Belgium, Germany and survey data for France are available. In these countries, the share of people receiving long-term care increases dramatically with age. The share of people receiving long-term care has been increasing with the years, particular in the oldest age-groups. The proportion of care giving in institutions and at home depends on the country specific policy in this field, the capacity in institutions (waiting lists) and the potential of informal care giving. Jacobzone (1998) points out that in most EU-countries explicit or implicit de-institutionalisation policies have been in place.

Long-term care giving in most countries is mainly provided by the family. Informal caregivers are mostly daughters and daughters in law, spouses or other family members. It is easier to cope with this task if the dependent person lives in the same household or nearby. Changes in household formation and family structure may have an important effect on the potential for informal care giving. Additionally, a study by Spiess and Schneider (2001) show that informal care giving at home is adversely related to female labour force participation. Past trends must therefore be analysed.

· Household composition

In most participating countries information about household composition and marital status exists, but information about family structure are rare. The share of single persons in the younger and middle age groups has been increasing in the past, but in the older age groups the share of married men has been increasing. This has been caused by increasing life expectancy of the elderly, which has reduced the share of widowed people. This increases the share of two-persons households and therefore the potential for informal care giving by spouses within the elderly households increases. 

The labour force participation rates of women aged 45-49 show a high variation among countries, with the highest rates for Finland and the lowest for The Netherlands. Information on the relationship between household composition, female care giving and labour force participation will be obtained from the ECHP data.

3) Future deliverables 

The 9 months long process of acquisition of the ECHP data has delayed the work in WP2. This has been reflected in the updated calendars of deliverables in sections 1.4 and 1.5 of this annual report. 

2.3. WP3: Determinants of retirement
Start date: April 2002

1) Objectives 

A person is expected to have more time for leisure and unpaid work after retirement. At the same time, the activities individuals are able to carry out depend on their health status, which therefore seems likely to affect their valuation of time free from formal work. The goal of this work package is to broaden the scope of earlier studies examining mainly financial incentives to retire, by considering individuals’ valuation of domestic work and their health status. This is accomplished by documenting the time used in unpaid household work in a set of European countries. An economic value is assigned to this time, and used in the calculation of net replacement rates for earnings with respect to the decision to retire. The classification of countries into welfare regime types offers the framework for comparative examination of time use in Europe, and implications to retirement behaviour of the population. Countries included in the study are Austria, Belgium, Denmark, Finland, Germany, the Netherlands, Portugal, and the United Kingdom.

An important source of data in this work is the Multinational Time Use Study (MTUS) database, collected and maintained by the Institute of Social and Economic Research at the University of Essex, in collaboration with national statistical offices and academic institutions. Demographic and socio-economic information is linked to the time use data. Only Finnish data contain information on the health status of the individuals. So, health status for the rest of the countries is estimated on the basis of the health determinants in the Finnish data by a probit model.

Household work is defined as activities that are performed without pay, and are related to the upkeep of the household and providing for its members. The net replacement rate expresses the ratio of net pensions and value of unpaid labour to net earnings and the value of unpaid labour, when an individual has retired or is still employed, respectively. Other measure of the financial incentives to retire is the option value, which expresses the difference between lifetime utility if the individual retires at the optimal age and the utility if retirement occurs today. We consider the total working time, paid and unpaid work, to be essential in individuals’ retirement decisions. The rationale in accounting for domestic work is the increase in its supply in non-employment.

The economic value assigned to an hour of household work is the net wage for this kind of work in each country. This is essential for capturing the effect of unpaid labour on retirement decisions, since the public sector involvement or hiring private domestic help in providing such services differs a great deal from country to country and across welfare regimes. The characteristics of the labour markets and the social policies, which are behind the typology of welfare regimes, also affect individuals’ time use and how household work accounts on the retirement incentives.

Institutes involved in WP3: CEPS, CEPII, CPB, DIW, ETLA, FPB

ETLA manages the implementation of WP3.

2) Actual work accomplished:

In May 2002, ETLA produced a background paper with an overview of the literature on individuals' valuation of leisure and domestic work and the methodology proposed for the study of the determinants of retirement in WP3. It also included data requirements to be provided by each participating institute (see Annex I). ETLA will make the calculations for all participating countries. 

The first results of the calculations in WP3 show that: 

· Time use of 45-64 year-olds show a smaller increase in the supply of household work with respect to employment status for women and those with poor health, than for men and the healthy. The average weekly difference in household work is 10 hours between the employed and the non-employed. Total work is shared fairly equally between men and women, while women perform the majority of household work in all countries. Total work supply and the female share of household work are largest in the liberal regime. The social democratic regime stands out with the least gender or employment status differences in total and domestic work hours, or the female share of work. Overall, the differences across the welfare regimes seem to be related to the allocation of work across gender and employment status more than to the hours of work.

· Option values for retirement are lower and decrease faster after the retirement age when household work is accounted for in all countries. For countries with low replacement rates in the public pension schemes, we do not observe a peak in the option value but continuing to work is always more attractive than retiring. For countries with higher replacement rates the built-in incentives in the public pension systems for continuing to work do not seem to be effective when household work is included in the option value calculations. There are marked differences between the countries in the sizes and shapes of graphed option values due to differing pension systems and, more importantly, the time used in and the value of household work.

3) Future deliverables

See updated deadlines for deliverables in sectiond 1.4 and 1.5 of this annual report.

2.4. WP4: Alternative scenarios for health, life expectancy and social expenditure
Start date: October 2002

1) Objective 
The principal objective of this work package is to reconsider the development of medical expenditure, pension expenditure, the sustainability of public finance and pension regimes in the light of the findings concerning the bio-demographic aspects of ageing (WP1), the effective supply and use of health care services and nursing care to the elderly (WP2) and the analysis of the determinants of retirement (WP3).

Institutes involved in WP4: CEPS, CPB, DIW

3) Actual work accomplished:

The two leading institutes in WP4, CPB and DIW, started their work as planned in October 2002. However, given that WP4 is based on the results of WP1, WP2 and WP3, its work is expected to be delayed (see updated deadlines in sections 1.4 and 1.5 of this annual report).

3. CONTRIBUTION OF THE PARTICIPANTS 
CEPS:

Personnel used (in person-hours): 1319.5 (686.5 person-hours in research activities and 633 in coordination activities)

CEPS has been particularly involved in the search and analysis of health data for WP1. In this context, two meetings have to be reported: 

· On 14 June 2002, Jorgen Mortensen and Regina Sauto (CEPS) had a meeting with experts in Eurostat (Marleen De Smedt, Jaap Van den Berg, Toni Montserrat and Günter Brückner) in Luxembourg to discuss availability of health data at EU level (Please find minutes in Annex III)
· On 7 December 2002, Jorgen Mortensen (CEPS), Regina Sauto (CEPS) and Ricard Genova (FEDEA) visited Jean-Marie Robine (REVES), scientific adviser for WP1, in Montpellier (France) to learn about data on health expectancies gathered by REVES (Network on Health Expectancy) and discuss about the evidence on the evolution of the health status of the population.

CPB:

Personnel used (in person-hours): 426 

DIW:

Personnel used (in person hours): 1625

ETLA:

Personnel used (in person-hours): 1060  

In the context of the work in AGIR, researchers at ETLA attended the following conferences/seminars:

· Pasi Huovinen attended the 14th Annual Conference of EALE (European Association of Labour Economists), on 19-22 September 2002 in Paris (France) 

· On 31 October 2002, Liisa Harmoinen attended a one-day seminar on ‘Recent trends in healthy life expectancy’, organised by the School of Public Health of the University of Tampere (Finland)

Changes in personnel: The researcher Pasi Huovinen has left ETLA. Since October 2002, his work in AGIR has been taken by Liisa Harmoinen.

FPB: 

Personnel used (in person-hours): 1137 

FEDEA:

Personnel used (in person-hours): 1260 

On 7 December 2002, Ricard Genova (FEDEA), together with Jorgen Mortensen and Regina Sauto (CEPS), visited Jean-Marie Robine (REVES), scientific adviser for WP1, in Montpellier (France) to learn about data on health expectancies gathered by REVES (Network on Health Expectancy) and discuss about the evidence on the evolution of the health status of the population.
Subcontractors: FEDEA subcontracted to the Italian institute ISAE (Instituto di Studi e Analisi Economica), member of ENEPRI, the search and delivery of Italian data for WP1.

NIESR:

Personnel used (in person-hours): 415

LEGOS:

Personnel used (in person-hours): 355

ALLOCATION OF HUMAN RESOURCES

Please find below a table comparing the actual allocation of human resources to the allocation planned in the Technical Annex to the AGIR contract. Please note that 1 man-month is considered to have 135 man-hours.

	Partner

institute
	Estimated allocation of human resources in man months
	Estimated in person hours

(1mm=135ph)
	Allocated in person hours

	
	WP1
	WP2
	WP3
	WP4
	Total
	
	

	CEPS
	3.8
	1.5
	0.9
	0.3
	6.5
	877.5
	1319.5

	CEPII
	0
	0
	1.5
	0
	1.5
	202.5
	0

	CPB
	0
	1.2
	1.5
	1
	3.7
	499.5
	426 

	DIW
	2.4
	5.4
	1.5
	1
	10.3
	1390.5
	1625

	ETLA
	2.4
	0.9
	6
	0
	9.3
	1255.5
	1060  

	FEDEA
	12
	0.9
	0
	0
	12.9
	1741.5
	1260

	FPB
	2.6
	1.8
	1.5
	0
	5.9
	796.5
	1137 

	NIESR
	2.4
	0.9
	0
	0
	3.3
	445.5
	415

	LEGOS
	2.4
	0.9
	0
	0
	3.3
	445.5
	355


4. PROJECT MANAGEMENT AND CO-ORDINATION 

The management, administration and coordination of the project is responsibility of CEPS. CEPS ensures the coherence of the whole AGIR project, and of its different work packages, and makes sure that deadlines are met and deliverables produced as planned. CEPS also assists on the organisation of workshops and drafts its minutes. Daily communication among partners takes place via e-mail. For a more efficient coordination, a webpage has been created in the AGIR website (for partners’ only), where all working papers and agendas for workshops are posted, and a calendar of deliverables is regularly updated. A database with all the data resulting from the first phase of the project is being constructed and will be accessible from this webpage, for all partners to make use of them. 

A Steering Committee, formed by the research directors of the institutes participating to the project, meets every five months to better ensure the management and coordination of the project. CEPS takes care of the organisation and preparation of these meetings. During the reported period, the Steering Committee met twice: on 25 June 2002 in Brussels and on 28 November 2002 in The Hague. Please find in Annex IV the agenda and list of participants to these two meetings, at which other issues were also discussed (mainly other activities and projects carried out by ENEPRI).  

During the reported period, 633 person-hours were devoted (by CEPS) to managerial, administrative and co-ordination activities.

Planned dates for future Steering Committee meetings are indicated in the calendar on section 1.4.

5. EXPLOITATION AND DISSEMINATION ACTIVITIES

The AGIR project benefits from the already active dissemination channels of the European Network of Economic Policy Research Institutes, namely the ENEPRI newsletter, the ENEPRI website, and the newsletters and websites of ENEPRI partners. 

The launching of the project was announced in the ENEPRI newsletter, and a page with information on the AGIR project was opened in the ENEPRI website (www.enepri.org/Agir.htm), where working papers produced as a result of this study are made publicly available (please find a copy of this webpage in Annex V). 

A press release announcing the beginning and objectives of this study was circulated to partner institutes, which included the whole or parts of it in their bulletins or other regular communications to their constituencies. CEPS included it in its monthly newsletter. Please find a copy of the AGIR press release in Annex V.

6. PLANS FOR THE NEXT REPORTING PERIOD

The next reporting period will cover from 1 January 2003 to 31 December 2003.  

We plan to continue with the AGIR project according to the objectives proposed in the Technical Annex, but considering the updated calendars in sections 1.4 and 1.5 of this annual report. 

Probably our only concern regarding the tasks to be developed according to our project proposal refers to WP1 and the possibility and real value of making projections of adjusted life expectancy, considering the data limitations already explained. This will be a question to be decided during the course of year 2003.

7. REQUESTS TO THE COMMISSION

We would like to request a 9-months extension of the AGIR contract, this is, an extension until 31 March 2005.

The main reason to ask for this extension has been already explained, namely the problems of access and comparability of data found in WP1 and 2, particularly the long and uncertain negotiation process necessary to acquire the ECHP data, which will delay the calculations and analysis to be carried out in the second phase of the project. 

We hope that our request will be accepted, as we believe that the results of our project will be very relevant for policy decision-making.

SECTION III: SCHEMATIC DESCRIPTION OF THE PROJECT
	Overall objectives of the project:

A question increasingly raised in recent years is whether the trend towards longer life expectancy has been accompanied by comparable increases in the expectancy of a life in good health. To formulate an answer to this question is of essential importance for projecting health expenditure and for forecasting retirement patterns over the coming decades. 

This research project aims at exploring all available evidence on the health evolution of the population in various EU countries. Our analysis will consider the impact of the health status on retirement patterns and on health care demand (particularly long term care). It will make projections of the future expenditure on health care and pensions, when both the health and demographic developments of the population are considered. Finally, the project will analyse and compare different social and fiscal policy options available to influence the future expenditure on pensions and health care. 

	Experimental approach and working method:

In the AGIR project, different approaches and methods are combined for the analysis of the ageing process: healthy-life expectancy indicators are used to illustrate the evolution of the health status of the population (work package 1), time use surveys are used to document time use after retirement, and replacement rates and option values are calculated for the analysis of the incentives to retire (work package 3), a generational accounting model will be built to estimate the future costs on health care and pensions, when both the health and demographic developments of the population are considered (work package 4), and general equilibrium models will be used to assess the effects of public policy on the estimates of future health and retirement expenditure (work package 5).

Data will be collected for all the EU countries of the participating institutes (and for some additional EU countries when possible) to which the same methodology and analysis will be applied. In each work package, one or two leading institutes are responsible for the conceptual and methodological approach. 

	Achievements and results to date:

We can say that the increase in the average life expectancy during the last three decades has mainly been due to a compression of mortality, this is, to the fact that more people are surviving to older ages, typically the share of people reaching 80 has passed from 30% to 60% in the last 30 years.

Regarding the health evolution of the population, our first indications point to the fact that longer lives may not necessarily be accompanied by a decrease in the prevalence of disability, that is, they are not necessarily lived in a better health. 
However, our work has showed the scarcity of data on morbidity and its comparability problems. 

	The two most relevant publications emanating from the project:

· An occasional paper presenting the overall policy conclusions emerging from the project, to be published in January 2005

· A book with proceedings of the AGIR final conference and the main working papers summarising the findings and conclusions of the different work packages, to be published in March 2005 


Annex I: Background working papers for WP1, WP2 and WP3:

· ‘Life expectancy and morbidity in Europe’ by FEDEA

· ‘Use of health and nursing care by the elderly’ by DIW

· ‘Determinants of Retirement’ by ETLA

Annex II: Agenda and minutes initial workshops for WP1, WP2 and WP3
Annex III: Minutes of meeting with Eurostat experts (WP1 and WP2)

Annex IV: Steering Committee Meetings: 

Agenda

List of participants

Annex V: AGIR Press release


     AGIR Webpage (www.enepri.org/Agir.htm)







� 	Manton, Stallard and Corder (1995), “Changes in Morbidity and Chronic Disability in the U.S. Elderly Population: Evidence from the 1982, 1984, and 1989 National Long Term Care Surveys”, Journal of Gerontology, Vol. 50 B, No. 4
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