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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, with finance from the 5th EU Research Framework Programme to improve collaboration and diffusion of national research in the areas of welfare systems and the labour market. Since then, different consortiums of ENEPRI members, including other partners from outside the network, have started three common research projects financed by the European Commission under the EU Research Programmes: AGIR, DEMWEL (‘Demographic uncertainty and the sustainability of social welfare systems’ ref. no. QLK6-CT-2002-02500), and AHEAD (‘Ageing, Health Status and Determinants of Health Expenditure’, ref. no. SP21-ct-2003-502641), as well as a research-training network on ageing (ref. no. HPRN-CT-2002-00330). 

This annual report covers the second year of activities of AGIR. After the delays during the first year, due mainly to the long process of acquisition of the ECHP data, the project has advanced according to the reviewed calendar proposed in our first annual report, which considered a 9 months extension of the duration of the project. This extension has still not been awarded, as a Mid Term Review was first required by the Commission. The Mid Term Review took place in December 2003. It was a fruitful and positive exercise. The Commission’s expert reviewer, Prof. John Doling, in his report attached in Annex I states that “an extension, in length appropriate to the outstanding delay consequent on getting access to ECHP data, is justified”. He also assesses that “Deliverables are being met”. 
1. SCIENTIFIC PROGRESS DURING THE REPORTING PERIOD 


During the reported period, work in work packages 1, 2 and 3 has concluded, and all required deliverables in these work packages have been produced. Work has also started in work packages 4 and 5. The main results of our research are summarised below: 
1.1.  Work package 1: Bio-demographic aspects of ageing
The main objective of this work package was 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 work package aim at providing evidence of whether people are both living longer and in a better health. 
Data for 10 countries have been collected and arranged in a database in excel files format. Countries covered are Belgium, Denmark, Germany, Spain, Finland, France, Ireland (partially), Italy, Sweden and the United Kingdom. Data come from national sources, www.mortality.org, REVES, ECHP, WHO, Eurostat, and OECD.

The five areas in which data have been collected are:

· 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 and disability by age and gender.

Country teams have produced a report on the data set available for their countries containing a detailed description of these data and a thorough elaboration of different indicators. FEDEA had the task of compiling and comparing all these data. 

Data collected have allowed us to illustrate the demographic developments in 10 EU countries since 1950. We have concluded that ageing is a process that all countries have been experiencing, with different degrees and starting points, and that will continue, given current trends, in the coming decades. Falling mortality has been, jointly with lower fertility, the driving force of the demographic transition. But while fertility rates have more or less stabilised during the last two decades in most countries, mortality rates continue to diminish everywhere at almost all ages. 

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. The improvements in survival have been particularly important in the older age groups (above age 60). For instance, the proportion of a generation that can expect to be alive at age 80 has increased from 30% of those born in 1950 to 60% of those born today. With more and more people reaching oldest ages, the distribution of the duration of individual life for the members of a given generation is becoming more egalitarian.

Life courses indicators have allowed us to document, with varying accuracy for different countries, a general trend in the EU 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 post retirement spans. Some of these trends, as it is well known, clash with each other as it is the case of shorter working lives and longer post retirement spans.
Morbidity (health status or disability) puts a check on the quality with which longer lives can be lived. We have used both national surveys and the European Community Household Panel to compare health and disability status in different countries. However, the lack of homogeneity of health and disability surveys, and the subjective nature of available health indicators, makes the wide differences found across European countries difficult to interpret. 

Health trends have been analysed using the ECHP data for the 11 countries included in the 1994 wave for the period until 2000, and national surveys in Spain, Italy, Denmark and Sweden. These data do not allow us to infer any reliable trend in the development of health. We have also used the ECHP data to calculate and compare the evolution of health expectancies between years 1994 and 1998. We find a great divergence of trends between countries and few clear trends. We may however distinguish a group of countries: Spain, Ireland, Greece and Italy where health seems to have improved, and another group: Portugal and France, where it seems to have deteriorated. No clear relationship between Health and Life Expectancy appears.

The limitations of the health data can however be overcome by considering the factors determining health. We have used ECHP data to examine the effect of education on the general health status. The results are encouraging, and show a genuine beneficial effect of education on health, and on decreasing the probability of disability. This could have important implications for the future health status of the population, as better educated younger generations replace older generations with lower levels of education. We have shown that the effect of the educational composition of the population points out to a general improvement of the proportion of life years lived in either good health or free of disability. 

1.2.  Work package 2: Use of health and nursing care by the elderly

The task of this work package was to analyse the current use of healthcare and long-term care in each EU country and to study the determinants of the use of health care and the need for long term care. The results of WP2 will be used to make projections about future use of health care and long-term care in WP4.
Data were collected for 8 EU countries: Belgium, France, Finland, Denmark, Germany, The Netherlands, Spain, and the UK. The table below gives an overview of the data collected:
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Country teams have produced a report on the data set available for their countries containing a detailed description of these data. DIW had the task of comparing and analysing the data from all the participating countries.

· Determinants of health care use 
Age and health status are important drivers of health care utilisation, but the improvements in life expectancy are in most countries connected with higher utilisation rates. It seems that death is prevented by an intensive use of hospital treatments and outpatient services. The medical and technological progress increases the possibilities to prevent death, but also seem to be closely connected with higher utilisation. This was shown by empirical analysis based on national sources of the single participating countries, as well as by an analysis of the ECHP data. 

The health status depends among other things on the health behaviour, which is influenced by socio-economic factors, such as education, family status and income. It can be assumed that higher education leads to a healthier life style. This implies, on one side more health-keeping activities, which may include more preventive visits to the doctor, and on the other side a better health status and therefore less visits to the doctor. Furthermore, it can also be assumed that married people have a healthier life style than singles or widowed people. Also a higher income may be connected with a healthier life style. The regression analysis for hospital utilisation shows that higher education leads to less days spent in hospital, that singles (widowed, divorced) stay longer in hospital, and that personal income plays quasi no role. In the case of outpatient utilisation, the regression analysis shows that married people go more often to the doctor, but also people with lower education. Personal income is a significant indicator, but its influence is marginal.

· Need for long-term care
Inpatient utilisation and outpatient utilisation are well documented, but information about the number of people in need for long-term care are rare. Long-term care giving seems to be the task of the family. Care givers are mostly spouses, daughters and daughters in law, or other family members. Data could be collected for care giving in institutions and in some countries for care giving at home by professional care givers, but with the exception of Germany no information about informal care giving at home exists. 
Long-term care giving in institutions and professional care giving at home is related to the oldest old. The prevalence rates (long-term care recipients within the population of the same age) increases sharply from the age 70 onwards. People receiving professional long-term care at home are on average younger than institutionalised persons. Women have a higher probability to need long-term care than for men. This is due to the higher share of widowed women in the old age-groups. 

The prevalence rates of people receiving long-term care in institutions show no clear trend in the past: in two countries the prevalence rates decreased, in the other three the prevalence rates increased, especially in the oldest age groups. Long-term care giving in institutions does not seem to be directly related to improvements in life expectancy. This might be due to the influence of political decisions: in most countries there are waiting lists for nursing homes and a de-institutionalisation strategy is followed. Improvement in life expectancy is therefore only one of several factors influencing institutionalisation. The prevalence rates for long-term care giving at home by professional care givers are stable in most countries. This could be the result of two contrary effects: a) a de-institutionalisation strategy, which prefers care giving at home over care giving in institutions, and b) improvements in life expectancy.

The ECHP provided data about the severely hampered persons in households. Severe disability is a good proxy for need of long-term care. Therefore, the amount of severely hampered persons was used as a proxy for people in need for long-term care at home. Around 8 % of all people reported to be severely hampered in daily activities (all EU-countries). The share of severely hampered persons increased with age and as health status deteriorated.
· Informal care-giving
Care giving at home is in most cases a hard burden for informal caregivers and on average a full time job. The share of care givers is higher among women and among the inactive. The highest share of care givers can be observed in the age-group 45-59. Regression analysis shows that age, sex, employment status, health status and income have a significant influence on the hours of care giving at home. The most important factors are gender –women spend much more hours in care giving than men – and employment status – inactive spend more hours than employed persons. The highest share of care-givers can be found among inactive women aged 45-59 (14%), who spend on average 23 hours per week in care giving.
Employment and care-giving seem to be inversely related. Studies show, that if care-giving occurs within the household (or family), a great proportion of women – especially married women – give up their job. 

1.3.  Work package 3 : Determinants of retirement

The goal of this work package was to extend the analysis of the financial incentives to retire, including the value of domestic work, as well as the effect of the health status.

This work has been done by ETLA. Other participating institutes have contributed by providing information on each countries’ pension rules and tax treatment of wage income, on the hourly wage rate to be used to value unpaid household work, as well as commenting ETLA’s work at different workshops.

· Time Use and Options for Retirement in Europe

ETLA has examined the incentives to retire including both the value of paid and domestic work. This is accomplished by documenting the time use in unpaid household work in a set of European countries. An economic value is assigned to this time, and used in calculating the replacement rate and the option value for retirement. The analysis is done for seven EU countries: Belgium, Denmark, Finland, Germany, The Netherlands, Portugal and the United Kingdom.

It is shown that the inclusion of domestic work in incentive calculations makes retiring more attractive, and that the results of the calculations correlate with actual retirement ages in Europe. Replacement rates are close to or greater than 100% when domestic work is accounted for, but still not implying optimal retirement before pensionable age. A 30 percent decrease in full replacement rate induces an increase in employment rate in 55-64 years of age by 10 percent. It is shown that for men the increase in domestic work after withdrawal from the labour market is larger in relative terms (doubles on average), and the effect of accounting for domestic work on the financial incentive to retire is greater for them. This can be explained by the gender specialisation of work and women’s continuity of lifetime patterns: Men supply more paid work before retirement while women specialise in domestic work. After retirement, women’s time use changes by less than men’s. The marginal value of non-paid-work time can thus be higher in the retirement decision of men. The first reason is the longer working days leading to the scarcity of leisure. The second reason is the observed substitution of domestic work for paid work.

· Health and Incentives to Retire

ETLA has also examined the effects of health status on the financial incentives to retire in five European countries: Denmark, Finland, Germany, the Netherlands and the UK. The retirement incentives of individuals in poor and good health are considered using information on time use in paid work and domestic work. As we said previously, the allocation of non-work time to active purposes influences retirement decision. Especially men tend to reallocate more of their time to household work after retirement. Health status could be instead viewed more important for women. If women value domestic work higher than men do, they might be more prone to retire early for health reasons in order to be able to catch the benefit from domestic work while still able to perform household chores. Women in poor health have also relatively high total work burden. The average replacement rates are shown to be higher for women in poor rather than in good health. The reason is either the relatively high labour supply of women in poor health, as in Denmark and Finland, or the high domestic work supply of non-employed women in poor health in all countries, an average 32 hours per week (strikingly so in Denmark, Finland and Netherlands). Both the high dual burden while at work and domestic work opportunities may push for retirement. For men, poor health is better reflected on lower total work burden and thus labour supply is flexible when compared to that of men in good health. 
It can be concluded that the marginal value of non-paid-work time is highest in the retirement decision of men in good health and women in poor health. The first reason is the longer total working days leading to the scarcity of leisure. The second reason is the observed substitution of domestic work for paid work.
1.4.  Work package 4: Alternative scenarios for health, life expectancy and social expenditure 

Work package 4 focuses on the implications of ageing for health care utilisation, health expenditure, pension expenditure and the sustainability of public finances. It pays particular attention to the role of new insights concerning the relation between “living longer in better health” and health consumption, health expenditure and pension expenditure. The tasks of WP4 are divided in two parts. Part A shows the impact of ageing on health care utilisation, and is to be carried out by DIW. No results had still been presented for this part by the end of 2003. Part B shows the impact of ageing on public finances (through its impact on health care and pension expenditure). CPB is in charge of this part. We present here below the methodology and first findings for this part of the work package: 
Methodology 
To investigate the effect of ageing on pensions, health expenditure and public finances a small model is developed for each country of the European Union. The model centers around five parts: demography, health expenditures, pension expenditures, the relation between health and labour force participation and government finances. Using the various relations between the different parts of the model it is possible to run simulations which link demographic and health developments in each EU country to the level of health and pension expenditures and the sustainability of public finances. 

This work is based on previous studies investigating the effect of ageing on health and pension expenditures and elaborates on these studies in two important respects. First, the projection of health expenditures incorporates the so called cost of death for each EU country and investigates the sensitivity of the results to the inclusion of this cost and the respective calculation of this cost. The way that the costs of death are incorporated in the model is new by dividing the cost of death into a health and long term care component which differ by age. Secondly, the paper focuses on the effect of living longer in better health and explicitly investigates the relation between health and labour force participation and how this impacts on health and pension expenditures.    
First the results are calculated for the base case. This scenario makes use of demography figures from Eurostat and uses health and pension figures as supplied by each member state of the EU as part of the EPC study. Then various alternative scenarios are run to show how specific assumptions regarding demography, costs and health influence the outcomes. Our assumptions are based on work that has been done in Work Packages 1 and 2 of the AGIR project. The combination of a scenario in which mortality rates decline, i.e. living longer, and a scenario where health improves leads to the scenario living longer in better health. 

Preliminary findings

The base case scenario shows that on average in the period till 2050 health care expenditure will increase by 44.1% or from 5.9% to 8.5% of GDP. Pension expenditures will in this period increase by 27.6% or from 10.5% to 13.4% of GDP. On total expenditures will increase by 33.5%. This expenditure increase will lead to unsustainable public finances, i.e. steep rising debt ratios for the average European country, requiring on average an increase of 4.4% of GDP in taxes in the starting year of the projection to keep finances sustainable. If changes in demography lead to a further increase in life expectancy, this will lead to an increase in expenditures on both health and pension expenditure. A 20% decline in mortality rates for people aged 55 to 85 to 2050 will for example lead to a further 4.1% increase in expenditures. To cover these extra public expenses taxes will have to be raised by an extra 0.47% to 4.86%. An improvement in health will beneficially influence the results and will lead to a decline in expenditures if compared to the base case scenario. Living longer in better health shows mixed results with some countries better off than in the base case and others worse off. The outcome depends on the severity of the demographic shift and the projected health improvement of each country.   

Future 

Lack of data has forced us to make some simplifying assumptions at several points. In the coming period, we will try to get more and better data. Next, our model is still incomplete in the sense that the development of tax revenues and social security contributions is not yet developed.  Including this element into the analysis would probably make our assessment of the sustainability problem in EU countries somewhat less pessimistic. Further, we aim to include a detailed sensitivity analysis, which is interesting in its own right, but which also serves to assess how the impact of living longer in better health relates to the impact of our assumptions that underlie our calculations.   

1.5. Work package 5: Implications for social and financial policy 
Two models are used for the study of the implications of different policy options on labour supply and savings, one developed by NIESR and another one by CEPII.
The study undertaken at NIESR as part of work package 5 uses a model that simulates household optimising behaviour to consider counterfactual policy effects on savings and retirement. To date, the analysis has been successfully applied to the UK, for which the effects of means-tested pension policy have been explored.  We are now extending the analysis to cover (at least) the northern European countries of German and Denmark. 

Simulation models are particularly well suited for considering the impact on households of alternative pension policy regimes. This is because simulation models allow an analyst to undertake policy experiments in a controlled environment – a facility that survey data cannot afford. Such models can be distinguished by the approach that they take to simulate household behaviour following a policy change. Behavioural response may be modelled using statistical projections estimated from survey data (see, for example, the CORSIM model), or an explicit consideration of how individual decisions are made. The model developed at NIESR takes the latter approach, and assumes that households make their decisions to maximise an assumed utility function, subject to various practical constraints (including the available funds that a household can spend, and the labour that they can supply). 

In our view, this approach is of particular importance for an analysis of the relationship between government fiscal policy, and household savings and retirement behaviour. This is because it does not assume that household behaviour is rigidly fixed, regardless of the policy regime. Rather households adapt their behaviour so as to make the most of the considered policy environment, and hence the model satisfies the Lucas critique.

The analysis that we have undertaken for the UK attempts to quantify the trade-off between the desirable and undesirable consequences of means testing - the trade-off between redistribution and economic distortions. The quantification of the trade-off is undertaken by comparing the current means tested pensions policy in the UK with policy alternatives that have been raised in public debate. Our analysis suggests that increases in means testing of pensions will usually assist low income households at the expense of those on middle incomes, and that current pension policy initiatives to limit the extent of means testing may strike an acceptable balance between economic distortions and redistributive social objectives.

We are currently extending this analysis to consider the impact of the alternative pension policies that can be found in Northern Europe.  The countries that are included by the analysis have been selected with some care – the Beveridgian system of the UK, and the Bismarckian system of Germany can be thought of as two polar extremes in the pension policy landscape. By using a consistent analytical framework to consider the implications for savings and retirement of these alternative pension systems, it is hoped that some important insights may be gained.

2. PROGRESS ON DELIVERABLES
By the end of year 2003, working packages 1, 2 and 3 have been finished and all working papers delivered. The final report of work package 2 does however still need to be completed in order to include the last wave of ECHP data (year 2001) recently published and to address the comments by the Commission’s expert reviewer. During the year, background papers for work packages 4 and 5 (both for NIESR and CEPII simulations) were presented and discussed among partners. The first preliminary results from work package 4 were presented in November 2003 in a workshop in London.
2.1. Delivered working papers and workshops

Working Papers

The list of working papers produced during 2003 is:

	
	INSTITUTE
	DATE

	Work package 1
	
	

	6 working papers presenting for each country the findings of the work on data collection and compilation in WP1
	DIW
	February 2003

	
	ETLA
	April 2003

	
	FEDEA

NIESR*
	May2003

	
	FPB

LEGOS
	November2003

	Database with data collected in context of WP1
	FEDEA
	June 2003

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

	Work package 2
	
	

	7 working papers presenting for each country the findings of the work on data collection and compilation in WP2
	ETLA
	April 2003

	
	NIESR*
	May 2003

	
	FEDEA

CPB
	September 2003

	
	DIW
	October 2003

	
	FPB

LEGOS
	November 2003

	1 main working paper presenting a synthesis of the findings in WP2 (still to be completed)
	DIW
	October 2003

	Work package 3
	
	

	2 working papers presenting a synthesis of the findings in WP3
	ETLA
	November 2003

	Work package 4
	
	

	1 background paper for the work in WP4
	CPB

DIW
	February 2003

	1 paper on preliminary results for WP4
	CPB
	November 2003

	Work package 5
	
	

	1 note on the methodology of the CEPII study
	CEPII
	September 2003

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


* NIESR has produced a joint report for work packages 1 and 2
A copy of each of these papers is enclosed with the annual report (in Annex IV).
Workshops during 2003
The list of workshops organised during the year is:

	Date
	Organising Institute
	Location
	Work package

	14-15 February 2003
	CPB
	The Hague
	Initial Workshop for WP 4 

	12-13 June 2003
	ETLA


	Helsinki
	Final Workshop for WP1 & Intermediate Workshop for WP2, WP3, WP4

	6-7 November 2003
	NIESR
	London
	Initial Workshop for WP5 & Final Workshop for WP2 and WP3

	1 December 2003
	CEPS
	Brussels
	Mid Term Review




The agendas and list of participants to these workshops can be found in Annex III. 
2.2. List of future deliverables
We have still not received an agreement from the European Commission on the requested 9 months extension to our contract. However, given the good progress and interest of the project, we expect that the Commission will agree on this request. We therefore have updated the deadlines for delivery of working papers, workshops and conferences, considering that the duration of the project will be of 39 months, instead of 30, as initially envisaged. These updated deadlines can be found in the two tables below: 
Working Papers
	MONTH
	INSTITUTE
	WORK PACKAGE
	PAPER

	April 2004
	DIW
	2
	1 main working paper presenting a synthesis of the findings

	June 2004
	DIW
	4
	1 working paper presenting the findings and projections by DIW

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

	June 2004
	NIESR
	5
	1 main working paper presenting the results of the simulations by NIESR

	June 2004
	CEPII
	5
	1 main working paper presenting the results of the simulations by CEPII

	June 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

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

	October 2004
	CPB

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

	December 2004
	CEPS
	6
	1 occasional paper presenting the overall policy conclusions emerging from the project

	January 2005
	NIESR


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

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


Workshops and conferences
	MONTH
	DATE
	ORGANISING INSTITUTE
	LOCATION
	WORK PACKAGE

	28
	1-2 April 2004
	DIW
	Berlin
	Workshop for WP4 & WP5

	34
	October 2004
	CEPII

NIESR
	Paris
	Final workshop for 

WP4 & WP 5

	37
	January 2005
	CEPS
	Brussels
	AGIR Final Conference

	37-39
	January – March 2005

	All participating institutes
	Different EU Members States
	Dissemination of the main project conclusions at meetings and press conferences


3. CONTRIBUTION OF THE PARTICIPANTS 
Please find below a table comparing the actual use of personnel by each partner institute during 2003 to the allocation planned for the second year in the Technical Annex to the AGIR contract. Please note that 1 person-month is considered to correspond to 135 person-hours.
	Partner

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

	
	WP1
	WP2
	WP3
	WP4
	WP5
	WP6
	total
	
	

	CEPS
	1.8
	0.5
	0.6
	1.2
	2.6
	10
	6.7
	2254.5
	1625

	CEPII
	0
	0
	0.5
	0
	3.5
	0
	4
	540
	405

	CPB
	0
	0.3
	0.5
	8
	0
	0
	8.8
	1188
	1433

	DIW
	1
	3.6
	0.5
	6.5
	0
	0
	11.6
	1566
	885

	ETLA
	1
	0.3
	3
	0
	0
	0
	4.3
	580.5
	1441.75

	FEDEA
	6
	0.3
	0
	0
	0
	0
	6.3
	850.5
	600

	FPB
	1.2
	0.6
	0.5
	0
	0
	0
	2.3
	310.5
	440

	NIESR
	1
	0.3
	0
	0
	6.5
	0
	7.8
	1053
	983

	LEGOS
	1
	0.3
	0
	0
	0
	0
	1.3
	175.5
	187.7


In the course of 2003, a member of the French team, Prof. Florence Legros, left CEPII. Since then, Prof. Agnes Benassy-Quéré, Deputy Director, is the scientific person in charge of the project and Dr. Jean Chateau, Economist, the main contact person. An updated CPF is included with the cost statement.

4. PROJECT MANAGEMENT AND CO-ORDINATION 

The 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 is also in charge of the communications with the European Commission. 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, agendas for workshops and presentations are posted, and a calendar of deliverables is regularly updated. The database resulting from work package 1 is also accessible from this webpage, so that all partners can make use of it. 

The management of the project is flanked by a steering committee, formed by the research directors of the institutes participating to the project, which take the strategic decisions. CEPS is responsible for the organisation and preparation of these meetings, which also follow progress on other common projects and proposals by institutes belonging to ENEPRI. The Steering Committee met on 12 September 2003. The agenda and list of participants is attached in Annex II.
As required in the contract; a Mid Term Review workshop was organised in Brussels on 1st December 2003. The evaluation was very positive and partners found it very useful to have a feedback from potential users of the project results. The agenda, list of participants and report from the Commission’s expert reviewer are also attached to this report (Annex I).
During the reported period, 532 person-hours were devoted by CEPS to managerial, administrative and co-ordination activities.
5. DISSEMINATION ACTIVITIES

The AGIR project benefits from the already active dissemination channels of the European Network of Economic Policy Research Institutes, namely the ENEPRI website (www.enepri.org), which in year 2003 had more than 20,000 visitors. 

Both final and country reports resulting from this project have in some cases been published by the institutes involved, and presented at different conferences and scientific seminars. 
The final reports resulting from this project will be published in a new ENEPRI series: “ENEPRI Research Reports”. These reports will be available free of charge from the ENEPRI website and under payment of a small charge for paper copies.
6. REQUESTS TO THE COMMISSION

As already stated in our first annual report, we would like to request an extension of the duration of the contract. We assess that a 9-months extension, which corresponds to the delay in the acquisition of the ECHP data, would be necessary to deliver our research programme and achieve the expected results. 
On 16 April 2003, we sent an official request to Ms. Maria Theofilatou, previous project officer for AGIR in the European Commission. We were afterwards informed that an extension could only be granted after the Mid Term Review, which took place on 1st December 2003. The Commission’s expert reviewer, in his report from this meeting, recommends the extension of the project.
The documents necessary to introduce an amendment to the contract were sent to Mr. Kevin McCarthy, current project officer for AGIR in the Commission, on 30th April 2004.

7. PLANS FOR THE NEXT REPORTING PERIOD

We are currently uncertain about the duration of the next reporting period. We hope to continue until the end of year 2004 according to the updated calendar in section 2.2 of this report. The two major dissemination activities, namely the final conference (January 2005) and the publication of the book of proceedings, would only be implemented in 2005. Given the importance of these two events, and the time required for a good preparation, we would prefer not having to fit them in a shorter period.

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:

Health trends have been analysed using the ECHP data and national surveys in Spain, Italy, Denmark and Sweden. These data do not allow us to infer any reliable trend in the development of health. We have also used the ECHP data to calculate and compare the evolution of health expectancies between years 1994 and 1998. We find few clear trends and a great divergence of trends between countries. We may however distinguish a group of countries: Spain, Ireland, Greece and Italy where health seems to have improved, and another group: Portugal and France, where it seems to have deteriorated. No clear relationship between Health and Life Expectancy appears.

The limitations of the health data can be overcome by considering the factors determining health. We have used ECHP data to show the beneficial effect of education on the general health status and disability. We have shown that the effect of the educational composition of the population points out to a general improvement of the proportion of life years lived in either good health or free of disability. 

We have also shown that the inclusion of domestic work in incentive calculations makes retiring more attractive, and that the results of the calculations correlate with actual retirement ages in Europe. Regarding the impact of health status, the marginal value of non-paid-work time is highest in the retirement decision of men in good health and women in poor health. 

	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 December 2004
· 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 
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