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abstraCt

The recent debt crisis has affected southern European countries particularly severely. 
One of its most negative effects has been the high level of unemployment. The ageing 
of populations complicates the functioning of social security systems, particularly 
owing to an increase in financial commitments to pay pensions. This creates pres-
sure for larger budget deficits that, in turn, increase public debt, thus worsening 
the crisis and also the unemployment rate. Nevertheless, population ageing can also 
operate favourably in reducing the unemployment rate. Here we discuss the effects 
of ageing on the aggregate measures of labour market performance and call atten-
tion to the frequently forgotten positive direct effect of a change in the age structure 
of a population. We exemplify this with data from the period when Portugal was in 
crisis, Portugal being one of the countries that was not only affected by the severe 
debt crisis but also has a high proportion of elderly individuals in the population. In 
addition, we research the relative performance of the different age groups in terms of 
their labour market experiences. 
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introduCtion

Financial crises produce heightened uncertainty, with a reduction in invest-
ment and output, and also an increase in unemployment (Queraltó 2013). Such 
crises may trigger recessions, and recessions associated with financial crises 
tend to be more acute than other cyclical downturns (Claessens and Kose 
2013; BIS 2014). Several factors contribute towards a crisis having a higher 
or a lower impact on the performance of the labour market, including labour 
market institutions and flexibility (Cazes et al. 2013; Brada and Signorelli 2012; 
Bernal-Verdugo et al. 2012; Blanchard 2006; Eichhorst et al. 2009), labour poli-
cies (Bernal-Verdugo et al. 2012; Destefanis and Mastromatteo 2010), financial 
liberalization (Hoeven and Lübker 2006; Hoeven 2010), reliance on interna-
tional trade (Jansen and Uexküll 2010) and the sectoral structure of the econ-
omy (Destefanis and Mastromatteo 2010; Marelli et al. 2012). Another factor is 
the age structure of the population.

The effects of population ageing on the economy and on society can be 
observed almost everywhere. Indeed, population ageing is seen as one of the 
main challenges for public finances and, combined with a weak economic 
performance, it can create conditions that lead to a crisis. Ageing places pres-
sure on budgets, which, in turn, may lead to more public debt, worsening a 
sovereign debt crisis through output and employment costs. Nevertheless, 
population ageing has a frequently overlooked positive effect (Shimer 1999; 
Barwell 2000), which is that it operates in favour of a reduction in the unem-
ployment rate. It is precisely this effect that we wish to emphasize in this arti-
cle. We exemplify this effect by using data for Portugal, focusing on the recent 
evolution of the country’s labour market, which is appropriate, as Portugal is 
a country that has been affected by an acute debt crisis and also has an aged 
population.1 

After presenting the data, the article is divided into three parts. In the first 
part, we analyse the recent evolution of the unemployment rate in Portugal, 
which can only be correctly interpreted by looking simultaneously at the 
evolution of employment, unemployment and inactivity over time and across 
worker groups (gender, education and age). Next, we inspect labour market 
transitions by age in order to gain an insight into the driving forces of the 
changes in the labour market. In the second part, we calculate the direct effect 
of population ageing on the evolution of labour market outcomes. Finally, 
we discuss our results in the wider context of the implications of popula-
tion ageing for the labour market during the crisis and from a longer-term 
perspective.

data

This article uses data from the Portuguese Labour Force Survey (LFS), which 
is a quarterly household survey that interviews individuals in 22,554 house-
holds each quarter, up until the Second quarter of 2013. The sampling size 
has been progressively increased, comprising 22,572 homes by the last quar-
ter of 2014. Households remain in the sample for six consecutive quarters 
before being replaced by an identical number of households from the same 
geographical area (Eurostat 2014). Due to the adoption of a new methodol-
ogy during the first quarter of 2011 (1Q2011), which consequently led to a 
break in the series, we use data for the period from 1Q2011 to 2Q2014, which 
represent the latest information available when this research was carried out. 

	 1.	 An	‘aged’	society	is	
frequently	defined	as	
being	one	in	which	
people	aged	65	years	
or	older	make	up	at	
least	14	per	cent	of	the	
population.	In	2014,	
this	group	represented	
almost	20	per	cent	
of	the	population	in	
Portugal	(Eurostat),	
which	is	close	to	a	
‘super-aged	society’	
(Kim	2009;	Miskolczi	
and	Langhamrová	
2011).	
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the evolution of eMPloyMent, uneMPloyMent and inaCtivity

The high level of unemployment is one of the most negative effects of the 
current crisis in Portugal. However, statistics show that the unemployment 
rate has been declining since its peak during the first quarter of 2013, at a 
17.8 per cent level (Eurostat). As from the second quarter of 2014, the unem-
ployment rate has remained at 14.1 per cent (Eurostat), which is still high, 
although it is improving.

The unemployment rate decreases when the number of unemployed 
decreases in proportion to the labour force. The number of unemployed indi-
viduals decreases more due to a decrease in people not finding a job but also 
because more people leave the labour force. At its limit, if the entire decline in 
unemployment was as result of those who left the labour market, then there 
would still be a decrease in the unemployment rate. Nevertheless, this would 
reflect a much weaker labour market compared to a similar decrease in the 
unemployment rate resulting from job creation. Therefore, we analyse sepa-
rately the evolution of unemployment, employment and the out-of-labour 
force population. 

During periods of crises, employment is expected to decrease and unem-
ployment rises. The effect on labour market participation is twofold: more 
individuals become discouraged and stop looking for a job or leave the work-
force (discouragement effect), and yet more individuals who were out of the 
labour force try to find a job to compensate for the job loss of someone else in 
the same household (the added worker effect) (Cain 1967).

In Tables 1 to 3, we look at the evolution of unemployment, employ-
ment and the out-of-labour force population between the first quarter of 
2011 (1Q2011) and the first quarter of 2014 (1Q2014). We also calculate the 
employment to population ratio, which is an indicator of the performance of 
the labour market that is not influenced by the way in which the non-working 
population is divided between the unemployed and the inactive.

In Table 1, we depict the evolution of the patterns by gender. Although both 
genders became less employed and more unemployed, men were slightly more 
penalized than women. In addition, inactivity increased mostly among men.

1Q2011 1Q2014 Absolute 
change

Per cent 
change

1Q 2011
(ratio to 
same sex 

population)

1Q2014
(ratio to 
same sex 

population)

Employment 4,775,039 4,426,861 −348,178 −7.3%
 Men 2,508,170 2,273,433 −234,737 −9.4% 59.3% 56.5%
 Women 2,266,869 2,153,428 −113,441 −5.0% 47.8% 46.5%
Unemployment 673,195 788,094 114,899 17.1%
 Men 340,059 402,936 62,877 18.5% 8.0% 9.7%
 Women 333,136 385,158 52,022 15.6% 7.0% 8.2%
Inactivity 3,521,207 3,675,638 154,431 4.4%
 Men 1,381,838 1,486,818 104,980 7.6% 32.7% 33.9%
 Women 2,139,369 2,159,828 20,459 1.0% 45.1% 45.3%

Note: Author’s calculations based on Portuguese LFS data. Weighted data. Individuals considered are 15 years of 
age or older.

Table 1: Evolution of employment, unemployment and inactivity – by gender.
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In Table 2, we show the evolution of the patterns by education level. There 
was a clearly positive evolution in the education levels of the Portuguese popu-
lation. The proportion of individuals with less than ninth grade education as 
a proportion of the total population decreased, but employment of this cate-
gory decreased by much more, whereas the inactive individuals with less than 
ninth grade education decreased by much less. The number of unemployed 
individuals increased disproportionally among the more educated, even after 
taking into account the fact that these were the categories that increased more 
in the population. Most of the population became less employed, more unem-
ployed and more inactive. The decrease in the number of employed individu-
als and also in the number of inactive individuals was particularly expressive 
for those with less than ninth grade education. Only the population who 
had completed twelfth grade education maintained the same proportion of 
employed, becoming more unemployed and less inactive.

1Q2011 
(nr. 

persons)

1Q2014     
(nr. 

persons) 

Absolute 
change

Per cent 
change

1Q2011
(ratio to 

same  
education 

level  
population)

1Q2014
(ratio 

to same 
education 

level popu-
lation)

Employment
 Lower than 9th grade
 Complete 9th grade
 Complete 12th grade
 Higher than 12th grade

1,970,667
1,018,570

872,076
913,739

1,416,840
935,002

1,024,842
1,050,174

−553,827
−83,568
152,766
136,435

−28%
−8%
18%
15%

43.1%
56.0%
62.8%
77.0%

35.8%
50.5%
62.8%
72.4%

Unemployment
 Lower than 9th grade 268,003

188,747
131,401
85,045

246,486
203,620
203,278
134,709

−21,517
14,873
71,877
49,664

−8%
8%

55%
58%

5.9%
10.4%
9.5%
7.2%

6.2%
11.0%
12.5%
9.3%

 Complete 9th grade
 Complete 12th grade
 Higher than 12th 
  grade

Inactivity
 Lower than 9th grade 2,335,532

612,834
384,382
188,449

2,294,379
711,607
403,413
266,264

−41,153
98,773
19,031
77,815

−2%
16%
5%

41%

51.1% 58.0%
 Complete 9th grade
 Complete 12th grade
 Higher than 12th 
  grade

33.7%
27.7%
15.9%

38.5%
24.7%
18.3%

Total population
 Lower than 9th grade 4,574,202 3,957,705

1,850,229
1,631,533
1,451,147

−616,497
30,078

243,674
263,914

−13%
2%

18%
22%

 Complete 9th grade
 Complete 12th grade
 Higher than 12th 
  grade

1,820,151
1,387,859
1,187,233

Note: Author’s calculations based on Portuguese LFS data. Weighted data. Individuals considered are 15 years of age 
or older. The education levels considered here would correspond to the ISCED categories: 0–1; 2; 3; 4–8.

Table 2: Evolution of employment, unemployment and inactivity – by level of education.
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In Table 3, we show the evolution of unemployment, employment and 
inactivity by age category. All age categories became less employed; however, 
the most affected were those 29 years old and younger. The impressive 
increase in the number of unemployed individuals aged 60 years of age or 
older was, for a large part, the result of an increase in the proportion of this 
age group for the total population.

The groups that were slightly more protected during this crisis were 
middle-aged individuals (40–59) and those who had completed twelfth 
grade education. Unlike the rest of the population, the percentage of these 
individuals out of the labour force decreased. In addition, those who had 
completed twelfth grade education were the only group that was spared 
from a decrease in the employment-to-population ratio, and the age 
group of middle-aged individuals (40–59 years) had the smallest decrease 
for this ratio.

1Q2011 
(nr. persons)

1Q2014 
(nr. 

persons) 

Absolute 
change

Per 
cent 

change

1Q2011
(ratio to 

same age 
population)

1Q2014
(ratio to same 
age popula-

tion)

Employment
 15–29
 30–39
 40–49
 50–59
 60–69
 70+

795,365
1,313,361
1,221,670

917,931
356,153
170,559

638,398
  1,184,089 
1 203 035

930,261
347,689
123,389

−156,967
−129,272
−18,635

12,330
−8,464

−47,170

−19.7%
−9.8%
−1.5%

1.3%
−2.4%

−27.7%

44.0%
81.9%
78.5%
65.5%
30.7%
11.8%

37.9%
79.4%
77.3%
64.6%
28.4%
8.2%

Unemployment
 15–29
 30–39
 40–49
 50–59
 60–69
 70+

219,988
167,283
149,705
114,589
21,382

248

242,351
188,629
178,453
143,248
34,355
1,058

22,363
21,346
28,748
28,659
12,973

810

10.2%
12.8%
19.2%
25.0%
60.7%

326.6%

12.2%
10.4%
9.6%
8.2%
1.8%
0.0%

14.4%
12.7%
11.5%
9.9%
2.8%
0.1%

Inactivity
 15–29
 30–39
 40–49
 50–59
 60–69
 70+

791,332
123,002
184,792
369,257
783,906

1,268,918

802,789
118,083
175,301
367,476
840,540

1,371,449

11,457
−4,919
−9,491
−1,781
56,634

102,531

1.4%
−4.0%
−5.1%
−0.5%

7.2%
8.1%

43.8%
7.7%

11.9%
26.3%
67.5%
88.1%

47.7%
7.9%

11.3%
25.5%
68.8%
91.7%

Total population
 15–29
 30–39
 40–49
 50–59
 60–69
 70+

1,806,685
1,603,646
1,556,167
1,401,777
1,161,441
1,439,725

1,683,538 
1,490,801
1,556,789
1,440,985
1,222,584
1,495,896

−123,147
−112,845

622
39,208
61,143
56,171

–6.8%
–7.0%
0.0%
2.8%
5.3%
3.9%

Note: Author’s calculations based on Portuguese LFS data. Weighted data.

Table 3: Evolution of employment, unemployment and inactivity – by age.
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Note: Author’s calculations, based on Portuguese LFS data.

Figure 1: Evolution of work hours for the week of reference.

Confronted with a reduction in demand, firms may cut working hours – 
evolution of the labour market at the intensive margin – before reducing 
employment – evolution at the extensive margin (Blundell et al. 2013; Cazes 
et al. 2013). This type of adjustment is known to have been important during 
the recent evolution of the labour markets of countries such as Germany and 
Finland (Cazes et al. 2013). We calculated the average of the actual work hours 
of all the individuals for whom information was available for the variable that is 
measured for a specific week using weighted data. In Figure 1, we can see that 
the periods with higher unemployment are precisely the periods with lower 
average work hours for those in work, despite the fact that in 2012, an amend-
ment to the Labour Code (Law 23/2012 of 25 June) reduced additional pay for 
overtime by 50 per cent. The reduction would possibly have been higher in the 
absence of this measure. Part of the increase in the average number of hours 
worked in the first quarter of 2014 may possibly be explained by the extension 
of the normal working week in the public sector from 35 to 40 hours (Law nr 
68/2013, 29 August 2013).

 Therefore, even if the reduction in average work hours is not very high, 
the effects at the intensive and at the extensive margins compound to become 
forms of adjustment to the crisis. The workforce that remains employed is 
used somewhat less intensely. 

labour MarKet flows of different age grouPs

The evolution of aggregate labour market measures results from individu-
als’ transitions between employment, unemployment and out-of-the labour 
force. This section analyses labour market transitions in order to highlight 
whether the evolution of the unemployment rate resulted more from a change 
in unemployment persistence, a change in transitions from employment to 
unemployment or a change in transitions from inactivity to unemployment, 
whilst also analysing the relative performance of older and younger individu-
als. We focus on some of the core transitions that can be experienced by people 
in the labour market, namely, a) out of employment and b) out of unemploy-
ment. For each status, we identify five possible destinations: employment, 
unemployment, education, retirement, and other inactivity (which includes 
domestic status). Retirement is one possible form of inactivity. People may also 
transit to inactivity because they go back to school or because they become 
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discouraged from looking for a job. The economic crisis is expected to have 
increased transitions to inactivity, although policy measures aimed at delaying 
the time of retirement may have operated in the opposite way.

Using the LFS, it is possible to follow the same individual for a period 
of six quarters. For a given Quarter, the sample consists of those individuals 
who are present during that year and also the next one. The assessment of 
labour market status is based on the subjective assessment of the respondent, 
reported at the time of the survey. Some issues may be raised when subjective 
classifications are used: it is possible that potential movements across labour 
market statuses are sometimes identified as actual moves (Brandolini et al. 
2006; Ward-Warmedinger and Macchiarelli 2013), or that when the respond-
ent is going through a transition at the time of the survey, the answer does 
not accurately correspond to the status in the reference week; it is difficult to 
identify the current labour status if different states are combined at the same 
time, for instance, when transitions between labour status are not a single step 
(Müller and Gangl 2000). 

We use unweighted data to calculate the transition rates because individu-
als could have different cross-sectional weights in different quarters. For each 
quarter t, the transition probability between state i and state j (Pij

t) is calculated 
as being the number of individuals who passed from state i in t-1, to state j in 
t, divided by the number of individuals who were in state i in t-1 and who are 
also present in the sample in t.

Ward-Warmedinger and Macchiarelli (2013) present values of transition 
probabilities between three labour statuses for the total population for peri-
ods before the crisis, which is interesting for comparison with ours (Table 4). 
There was a methodology break in the LFS between the period covered by 
these authors – from 1998 to 2008 – and the period analysed by us – 2011 
to 2014. Furthermore, Ward-Warmedinger and Macchiarelli calculate the 
average of annual transitions, whereas we calculate the average of quar-
terly transitions. These two factors do not enable a strict comparison of the  
transition flows for the population total. Nevertheless, we believe that it is safe 
to conclude that the main differences between the two periods reside in the 

1998–20081 Destination

Origin Employment Unemployment Inactivity

Employment
Unemployment

93.37%
39.37%

3.71%
53.58%

3.02%
7.61%

2011–142 Destination

Origin Employment Unemployment Inactivity

Employment
Unemployment

91.65%
18.02%

2.85%
65.37%

5.5%
16.61%

Notes: (1) Ward-Warmedinger and Macchiarelli (2013: 27); (2) Author’s calculations. 
Both are based on Portuguese LFS data.

Table 4: Transition probabilities between labour status – for the total population.

07_PJSS_17.1_Albuquerque_105-119.indd   111 4/23/18   11:25 AM



Delivered by Intellect to:

Paula Cristina A. Mateus de Albuquerque

112  Portuguese Journal of Social Science

 Destination

Origin Employment Unemployment Education Retirement Other 
inactivity

Employment     

15–19 67.70% 10.23% 18.64% 0.00% 3.43% 100%

20–24 86.92% 7.84% 3.21% 0.00% 2.03% 100%

25–29 92.88% 4.92% 0.82% 0.00% 1.38% 100%

30–34 94.73% 3.86% 0.22% 0.00% 1.20% 100%

35–39 95.82% 2.94% 0.13% 0.00% 1.11% 100%

40–44 95.94% 2.46% 0.09% 0.01% 1.50% 100%

45–49 95.40% 2.63% 0.08% 0.04% 1.86% 100%

50–54 94.74% 2.26% 0.12% 0.17% 2.71% 100%

55–59 91.82% 2.23% 0.16% 1.81% 3.98% 100%

60–64 86.22% 1.43% 0.21% 5.82% 6.32% 100%

65–69 75.79% 0.30% 0.25% 18.84% 4.82% 100%

70–74 72.16% 0.05% 0.16% 22.79% 4.84% 100%

75–79 69.78% 0.00% 0.28% 24.45% 5.49% 100%

80+ 61.02% 0.00% 0.15% 33.10% 5.72% 100%

TOTAL 91.65% 2.85% 0.48% 2.47% 2.55% 100%

Unemployment

15–19 14.31% 54.38% 21.78% 0.00% 9.53% 100%

20–24 21.11% 60.89% 9.72% 0.00% 8.28% 100%

25–29 23.68% 63.93% 4.77% 0.00% 7.62% 100%

30–34 19.83% 67.65% 3.13% 0.00% 9.40% 100%

35–39 19.11% 68.90% 2.04% 0.00% 9.95% 100%

40–44 17.11% 69.55% 2.52% 0.00% 10.82% 100%

45–49 17.59% 68.00% 1.64% 0.09% 12.67% 100%

50–54 15.34% 68.78% 1.74% 0.12% 14.03% 100%

55–59 13.69% 66.09% 1.84% 2.77% 15.61% 100%

60–64 10.46% 60.13% 1.92% 7.22% 20.26% 100%

65+  14.93% 30.58% 2.06% 36.09% 16.34% 100%

TOTAL 18.02% 65.37% 4.59% 0.81% 11.21% 100%

Note: Author’s calculations based on Portuguese LFS data. Unweighted data.

Table 5: Matrix of transitions between labour market status – by age categories.
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	 2.	 The	crude	rate	of	
natural	change	of	
the	population	is	the	
difference	between	
live	births	and	deaths	
divided	by	the	average	
population	multiplied	
by	1000.	A	positive	
number	reflects	births	
outnumbering	deaths	
whereas	a	negative	
number	reflects	the	
opposite.

outflows from unemployment, much more than in the outflows from employ-
ment. The probability of leaving unemployment and entering employment is 
much lower during the period of the crisis and the probability of remaining in 
unemployment or of passing from unemployment to inactivity is much higher. 
The differences in the outflows from employment during the two periods are 
not so expressive. 

Labour market dynamics are quite different for various age groups 
(Table 5). The probability of job loss decreases with age and the probabil-
ity of retirement obviously increases with age. Prime-age workers show the 
highest attachment to employment. The youngest groups are those with 
the highest probability of becoming unemployed, but also with the lowest 
probability of remaining unemployed. These young workers also exhibited a 
much higher probability of resuming their studies if they are unemployed, 
rather than the rest of the population. Table 6 summarizes the results. 

the role of PoPulation ageing in aggregate Measures of 
labour MarKet PerforManCe

Portugal has experienced an intense ageing process, resulting from the combi-
nation of declining birth rates with increased life expectancy. Considering the 
three decades before 2014 (from 1984 to 2014), the fertility rate decreased from 
1.9 to 1.23 children per women, the birth rate decreased from 14.3 to 7.9 births 
per 1000 persons and the rate of natural change of the population2 decreased 
from 4.6 to – 2.2 per 1000 persons. During the same period, the Portuguese 
life expectancy at birth increased by 8.6 years – with a slightly larger gain for 
men than for women. As a result, the median age increased by 11.9 years and 
the proportion of people aged 65+ years increased from 11.7 to 19.9. If we 
compare the evolution of these indicators between 2011 and 2014, the period 
that we study in this article, they are naturally less impressive, but they are 
part of the same trend. 

Why should population ageing matter for the evolution of the aggre-
gate unemployment rate and other aggregate measures of labour market 

Age-groups with the highest 
probability of: 

remaining in employment Prime-age workers (25–59), particu-
larly those from 30 to 54 years old.

remaining in unemployment Prime-age workers (30–59).
going out of employment The youngest to unemployment and 

to education. Up to 25 the difference 
is enormous.  
Those above 60 to retirement and to 
other inactivity.

going out of unemployment From 20 to 39 to employment. Up to 
30 to education. 
From 55, and more so from 60, to 
retirement. 
From 45 to other inactivity.

Table 6: Summary of results by age.
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	 3.	 Similar	methodologies	
are	used	in	articles	
such	as	those	of	Flaim	
(1979),	Shimer	(1999)	or	
Hotchkiss	(2009).

performance? The most important indirect general equilibrium effects of 
ageing on the labour market are those that work through variables such as 
savings, demand, growth and budgetary pressure (Denton and Spencer 2003; 
Keuschnigg and Keuschnigg 2004; Börsch‐Supan 2003; Macunovich 2012). It 
is usually these that have an adverse influence. However, in our article we 
focus on the direct, compositional effect of ageing, whilst looking for a positive 
perspective on ageing.

The ageing of a population directly affects the levels of employment, 
unemployment and labour force participation. The main reason for this is that 
some age groups tend to have higher employment rates, unemployment rates 
or participation rates than others. With population ageing, these different age 
groups change their relative weights in the population and this will have impli-
cations for both the size and the composition of the labour force. Naturally, the 
longer the period of time considered, the stronger this demographic effect will 
be. Nevertheless, although the period range considered in this article is small, 
and accordingly we do not expect a prominent effect, we sought to determine 
in which direction the pressure of population ageing in Portugal is exerted on 
the labour market aggregates, and which part of the recent evolution of the 
aggregate unemployment rate can be attributed to population ageing.

The effect can be assessed using a decomposition that measures the contri-
bution to net employment growth of observed changes in the age composition 
of the population, whilst maintaining the employment-to-population ratio of 
each sex-age group constant.3 Population ageing alone would have decreased 
the number of employed individuals by 2.4%, although, in fact, the number of 
employed individuals decreased by 7.3%. Population ageing alone would have 
decreased the number of employed men (women) by 2.9% (1.9%), although 
the number of employed men (women) decreased, in fact, by 9.4% (5.0%). 
Therefore, approximately a third of the reduction in the number of employed 
individuals was due to demographics.

Repeating the exercise with the unemployed, and maintaining the unem-
ployment-to-population ratio constant for each sex-age group, the change in 
the age composition would have led to a reduction in the number of unem-
ployed men (women) by 4.0% (3.3%). Inversely, the unemployment-to- 
population ratio increased by 18.5% (15.6%). Therefore, demographics attenu-
ated the effect of the crisis on unemployment.

Finally, the number of inactive men (women) would have increased by 
1.4% (2%), whilst they increased by 7.6% (1%). It is notable that the participa-
tion rate of women in the labour market remained basically stable when demo-
graphics would have justified some increase in inactivity. On the contrary, the 
exit of men from the labour force suggests that discouragement in searching 
for jobs must have played quite an important role in this phenomenon.

Therefore, population ageing would justify a decrease in the active popu-
lation, coupled with a decrease in the unemployed, with the second decrease 
being proportionately larger than the first: population ageing would be suffi-
cient to justify a decrease in the unemployment rate, from the first quarter of 
2011, to the first quarter of 2014. The dimension of this reduction would have 
been just over one decimal point due to the short period that we are consider-
ing; nevertheless, the crisis would have had an even greater negative impact 
on the unemployment rate if demographics were not exerting this downward 
pressure. 

We acknowledge that this is a very partial view of the effect of population 
ageing, and yet it demonstrates the pure age effect of ageing. Age-specific 
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participation, employment and unemployment rates change as mechanisms 
such as wages, education, productivity, labour market policies and attitudes 
start to exert their influences. Several studies analyse the effect of popula-
tion ageing on unemployment, mainly focusing on what is in fact a cohort 
effect, that is, the relative size of the cohort (Duggan 1984; Korenman and 
Neumark 2000; Garloff et al. 2013). Nevertheless, it is important to recog-
nize that population ageing not only places negative pressures on the crisis 
through its indirect effects on growth prospects and budgetary burden, but 
that it also has a direct positive effect in decreasing unemployment, albeit a 
small one.

disCussion and ConClusions

The recent crisis generated an increase in unemployment, inactivity and also 
a decrease in both employment and the average hours worked. The crisis 
adversely affected all categories of workers in the labour market, albeit in 
different proportions, and as in most other European countries, men and the 
younger workers were generally more penalized in terms of jobs. Seniority 
worked in favour, resulting in a lower probability of losing one’s job and of 
becoming unemployed. The higher chance of leaving a job after reaching the 
age of 60 years corresponded to retirement, much more than to unemploy-
ment. The very young (20 years old and younger), and also those aged 55 
years or older had the lowest probability of finding a job once they became 
unemployed. Most of the age categories became more inactive, with the 
exception of the age group of 40–59 years. For this group, the added-worker 
effect, associated with income and wealth effects, dominated the discour-
aged worker effect. The adjustment in the quantity of labour during the 
period under analysis also reduced the average number of hours worked to 
some extent. 

During the period under analysis, the European Central Bank, the 
European Commission and the International Monetary Fund – the so-called 
‘Troika’ – prescribed an adjustment policy strategy that emphasized the need 
to increase the flexibility of the labour market as the right response to the 
crisis. The labour market policies that took place, in an effort to reduce the 
impact of the crisis and to boost growth and competitiveness, have assur-
edly influenced the dynamics of the Portuguese labour market. The strategy 
combined actions with several aims:4 

•	 One aim was to reduce the cost of hiring using permanent contracts, simul-
taneously reducing the segmentation of the market. The measures applied 
were a freeze in the minimum wage since 2011, a change in rules of collec-
tive bargaining creating a shift towards firms-level collective bargaining 
and a reduction in the cost of severance payments for new hires in 2012. 
This may have been responsible for higher transition rates into employ-
ment than if it had not taken place. Since the rules of entitlement to sever-
ance payments did not change for existing workers, it is not expectable 
that the transitions out-of-employment have suffered any influence. 

•	 Another intention was to raise the incentive to search for a job (with 
the benefit of limiting the public expenditure), through the reduction 
in the amount and in the duration of unemployment benefits, also in 
2012. There was some care with situations where both members of a 
couple were unemployed or where the unemployed person was a single 

	 4.	 For	detailed	
explanations	of	the	
labour	market	policies	
that	were	implemented	
in	Portugal	during	the	
Great	Recession,	see	
OECD	(2017),	Moreira	et	
al.	(2015),	Hespanha	and	
Caleiras	(2017),	Cardoso	
and	Branco	(2017)	or	
Martins	and	Costa	
(2014).
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parent: in such cases the benefits received were 10 per cent higher. 
Unemployment protection was also extended to self-employed persons 
under certain conditions and there was a reduction in the minimum 
contributory period necessary to become eligible to receive the unem-
ployment benefits. Despite the undetermined a priori impact on the 
overall level of unemployment protection, the numbers show that along 
with the increase in the official number of unemployed persons, there 
was a reduction in the payment of unemployment benefits (Hespanha 
and Caleiras 2017). If anything, this type of intervention has increased the 
transition flows out-of-unemployment. 

•	 Active labour market programmes were designed with a focus on adjust-
ment of the labour force to the needs of the firms, for example, providing 
short-term training and subsidizing internships and hiring. This may have 
been responsible for an increase in the transitions out-of-unemployment 
particularly of youth, low-skilled individuals and long-term unemployed 
because they increase their probabilities of finding a job. The fact that they 
reduce the official numbers of unemployment because, while people are 
enrolled in these programmes, they are not considered to be unemployed 
is not so important in this study as the labour market status is derived 
from the individual answers to the LFS.

•	 There were measures aimed at improving the sustainability of the pension 
system and increase the participation of older individuals in the workforce 
that have certainly influenced the transition rates to inactivity/retirement: 
the suspension of early retirements in the private sector in 2012 (except 
for the long-term unemployed and for certain professional groups) and 
the raising of the normal retirement age in 2014 from 65 to 66 years old. 
In the absence of these measures the transition rates from employment to 
inactivity should have been higher.

Labour market downturns affect different age groups to a differing degree, 
and such downturns are themselves affected by the age structure of the popu-
lation. While population ageing is frequently pointed out as being a source of 
economic strain and lower growth, less has been written about its smoothing 
effect on the response of unemployment to the economic crisis. This effect will 
be accumulating over the long term, and therefore it will be operative during 
the recovery. The other side of the coin is the pressure of population ageing 
in reducing labour market participation as older individuals are less likely to 
re-enter the labour market when the economy recovers. 

An interesting and natural follow-up to the present study is the analysis of 
the relative performance of the different socio-demographic groups during the 
aftermath of the crisis and the comparison between results obtained in this 
work and new ones calculated for the following period.

aCKnowledgeMents

We are grateful to INE- Statistics Portugal for making available the micro-data 
of the Labour Force Survey. We thank the two referees for the useful sugges-
tions and the comments on previous versions of this article received from 
participants of the British Society for Population Studies 2015 Conference, and 
from the V Congresso Português de Demografia 2016. This work is supported by 

07_PJSS_17.1_Albuquerque_105-119.indd   116 4/23/18   11:25 AM



Delivered by Intellect to:

Population ageing and the labour market …

www.intellectbooks.com  117

the Portuguese national funding agency for science, research and technology  
(FCT), under the Project UID/SOC/04521/2013.

referenCes

Bank for International Settlements (2014), ‘Debt and the Financial Cycle: 
Domestic and Global’, Annual Report, Chapter IV, Basel: Bank for 
International Settlements, www.bis.org/publ/arpdf/ar2014e4.htm. Accessed 
4 August 2017.

Barwell, R. (2000), ‘Age structure and the UK unemployment rate’, Bank of 
England Quarterly Bulletin, August, citeseerx.ist.psu.edu/viewdoc/downloa
d?doi=10.1.1.202.770&rep=rep1&type=pdf, Accessed 4 August 2017.

Bernal-Verdugo, L., Furceri, D. and Guillaume, D. (2012), ‘Crises, labor market 
policy, and unemployment’, IMF Working Paper 12/65, Washington, 
DC: International Monetary Fund, www.imf.org/en/Publications/WP/
Issues/2016/12/31/Crises-Labor-Market-Policy-and-Unemployment-25754. 
Accessed 4 August 2017.

Blanchard, O. (2006), ‘European unemployment: The evolution of facts and 
ideas’, Economic Policy, 21:45, pp. 6–59. 

Blundell, R., Bozio, A. and Laroque, G. (2013), ‘Extensive and intensive margins 
of labour supply: Work and working hours in the US, the UK and France’, 
Fiscal Studies, 34:1, pp. 1–29. 

Börsch‐Supan, A. (2003), ‘Labour market effects of population aging’, Labour, 
17:s1, pp. 5–44.

Brada, J. and Signorelli, M. (2012), ‘Comparing labour market performance: 
Some stylized facts and key findings’, Comparative Economic Studies, 54:2, 
pp. 231–50.

Brandolini, A., Cipollone, P. and Viviano, E. (2006), ‘Does the ILO definition 
capture all unemployment?’, Journal of the European Economic Association, 
4:1, pp. 153–79.

Cain, G. (1967), ‘Unemployment and the labor force participation of secondary 
workers’, Industrial and Labor Relations Review, 20:2, pp. 275–97.

Cardoso, A. and Branco, R. (2017), ‘Labour market reforms and the crisis in 
Portugal: No change, U-turn or new departure?’, IPRI Working Papers n. 
56. Lisboa: NOVA University of Lisbon.

Cazes, S., Verick, S. and Hussami, F. (2013), ‘Why did unemployment respond 
so differently to the global financial crisis across countries? Insights from 
Okun’s Law’, IZA Journal of Labor Policy, 2:10, link.springer.com/arti-
cle/10.1186/2193-9004-2-10. Accessed 4 August 2017. 

Claessens, S. and Kose, M. (2013), ‘Financial crises: Explanations, types and 
implications’, IMF Working Paper 13/28, Washington: International Monetary 
Fund, www.imf.org/en/Publications/WP/Issues/2016/12/31/Financial-Crises-
Explanations-Types-and-Implications-40283. Accessed 4 August 2017.

Denton, F. and Spencer, B. (2003), ‘Population change and economic growth: 
The long-term outlook’, Social and Economic Dimensions of an Aging 
Population Research Papers, 102, Hamilton: McMaster University.

Destefanis, S. and Mastromatteo, G. (2010), ‘Labour-market performance in 
the OECD: Some recent cross-country evidence’, International Journal of 
Manpower, 31:7, pp. 713–31. 

Duggan, J. (1984), ‘The labor force: Participation of older workers’, Industrial 
and Labor Relations, 37:3, pp. 416–30. 

07_PJSS_17.1_Albuquerque_105-119.indd   117 4/23/18   11:25 AM

http://www.bis.org/publ/arpdf/ar2014e4.htm.%20Accessed%204%20August%202017
http://www.bis.org/publ/arpdf/ar2014e4.htm.%20Accessed%204%20August%202017
file:///E:\MPS\PJSS\citeseerx.ist.psu.edu\viewdoc\download%3fdoi=10.1.1.202.770&rep=rep1&type=pdf
file:///E:\MPS\PJSS\citeseerx.ist.psu.edu\viewdoc\download%3fdoi=10.1.1.202.770&rep=rep1&type=pdf
file:///E:\MPS\PJSS\www.imf.org\en\Publications\WP\Issues\2016\12\31\Crises-Labor-Market-Policy-and-Unemployment-25754
file:///E:\MPS\PJSS\www.imf.org\en\Publications\WP\Issues\2016\12\31\Crises-Labor-Market-Policy-and-Unemployment-25754
file:///E:\MPS\PJSS\link.springer.com\article\10.1186\2193-9004-2-10
file:///E:\MPS\PJSS\link.springer.com\article\10.1186\2193-9004-2-10
file:///E:\MPS\PJSS\www.imf.org\en\Publications\WP\Issues\2016\12\31\Financial-Crises-Explanations-Types-and-Implications-40283
file:///E:\MPS\PJSS\www.imf.org\en\Publications\WP\Issues\2016\12\31\Financial-Crises-Explanations-Types-and-Implications-40283


Delivered by Intellect to:

Paula Cristina A. Mateus de Albuquerque

118    Portuguese Journal of Social Science

Eichhorst, W., Marx, P. and Tobsch, V. (2009), ‘Institutional arrangements, 
employment performance and the quality of work’, IZA Discussion Paper 
4595, Bonn: Institutute for the Study of Labor, papers.ssrn.com/sol3/
papers.cfm?abstract_id=1519231. Accessed 4 August 2017. 

Eurostat (2014), Labour Force Survey in the EU, Candidate and EFTA 
Countries: Main Characteristics of National Surveys, 2013, Luxembourg: 
Publications Office of the European Union, ec.europa.eu/eurostat/docu-
ments/3888793/5858653/KS-TC-14-004-EN.PDF/365e7792-7724-4bf4-
9b2e-c8df216376f3. Accessed 4 August 2017. 

Flaim, P. (1979), ‘The effect of demographic changes on the nation’s unemplo-
yment rate’, Monthly Labor Review, 102:3, pp. 13–23.

Garloff, A., Pohl, C. and Schanne, N. (2013), ‘Do small market entry cohorts 
reduce unemployment?’, Demographic Research, 29:15, pp. 379–406.

Hespanha, P and Caleiras, J. (2017), ‘O labirinto das políticas de emprego’, 
Cadernos do Observatório, 10, Coimbra: Observatório sobre Crises e 
Alternativas – CES.

Hoeven, R. Van der (2010), ‘Labor markets trends, financial globalization 
and the current crisis in developing countries’, UN/DESA Working Paper 
No. 99, New York: United Nations, www.un.org/esa/desa/papers/2010/
wp99_2010.pdf. Accessed 4 August 2017. 

Hoeven R. Van der and Lübker, M. (2006), ‘Financial openness and employ-
ment: The need for coherent international and national policies’, Policy 
Integration Department Working Paper 75, Geneva: International Labor 
Office, www.ilo.org/wcmsp5/groups/public/---dgreports/---integration/
documents/publication/wcms_079179.pdf. Accessed 4 August 2017. 

Hotchkiss, J. L. (2009), ‘Decomposing changes in the aggregate labor force 
participation rate’, Federal Reserve Bank of Atlanta, Working Paper  
2009–6, Atlanta: Federal Reserve Bank of Atlanta, www.frbatlanta.org/-/
media/documents/research/publications/wp/2009/wp0906a.pdf. Accessed 
4 August 2017.

Jansen, M. and Uexküll, E. Von (2010), Trade and Employment in the Global 
Crisis, Geneva: International Labour Office, www.ilo.org/wcmsp5/
groups/public/---dgreports/---dcomm/---publ/documents/publication/
wcms_141911.pdf. Accessed 4 August 2017.

Keuschnigg, C. and Keuschnigg, M. (2004), ‘Aging, labor markets and pension 
reform in Austria’, FinanzArchiv, 60:3, pp. 359–92.

Kim, S. (2009), ‘Social changes and welfare reform in South Korea: In the 
context of the late‐coming welfare state’, International Journal of Japanese 
Sociology, 18:1, pp. 16–32.

Korenman, S. and Neumark, D. (2000), ‘Cohort crowding and youth labor 
markets (a cross-national analysis)’, in D. G. Blanchflower and R. B. 
Freeman (eds), Youth Employment and Joblessness in Advanced Countries, 
Chicago, IL: University of Chicago Press, pp. 57–106. 

Macunovich, D. (2012), ‘The role of demographics in precipitating economic 
downturns’, Journal of Population Economics, 25:3, pp. 783–807.

Marelli, E., Patuelli, R. and Signorelli, M. (2012), ‘Regional unemployment in 
the EU before and after the global crisis’, Post-Communist Economies, 24:2, 
pp. 155–75.

Martins, P and Pessoa e Costa, S. (2014), ‘Reemployment and substitution 
effects from increased activation: Evidence from times of crisis’, IZA 
Discussion Paper 8600, Bonn: Institutute for the Study of Labor, papers.
ssrn.com/sol3/papers.cfm?abstract_id=2520775. Accessed 11 January 2018. 

07_PJSS_17.1_Albuquerque_105-119.indd   118 4/25/18   2:38 PM

file:///E:\MPS\PJSS\papers.ssrn.com\sol3\papers.cfm%3fabstract_id=1519231
file:///E:\MPS\PJSS\papers.ssrn.com\sol3\papers.cfm%3fabstract_id=1519231
file:///E:\MPS\PJSS\ec.europa.eu\eurostat\documents\3888793\5858653\KS-TC-14-004-EN.PDF\365e7792-7724-4bf4-9b2e-c8df216376f3
file:///E:\MPS\PJSS\ec.europa.eu\eurostat\documents\3888793\5858653\KS-TC-14-004-EN.PDF\365e7792-7724-4bf4-9b2e-c8df216376f3
file:///E:\MPS\PJSS\ec.europa.eu\eurostat\documents\3888793\5858653\KS-TC-14-004-EN.PDF\365e7792-7724-4bf4-9b2e-c8df216376f3
file:///E:\MPS\PJSS\www.un.org\esa\desa\papers\2010\wp99_2010.pdf
file:///E:\MPS\PJSS\www.un.org\esa\desa\papers\2010\wp99_2010.pdf
file:///E:\MPS\PJSS\'www.ilo.org\wcmsp5\groups\public\---dgreports\---integration\documents\publication\wcms_079179.pdf
file:///E:\MPS\PJSS\'www.ilo.org\wcmsp5\groups\public\---dgreports\---integration\documents\publication\wcms_079179.pdf
file:///E:\MPS\PJSS\www.frbatlanta.org\-\media\documents\research\publications\wp\2009\wp0906a.pdf
file:///E:\MPS\PJSS\www.frbatlanta.org\-\media\documents\research\publications\wp\2009\wp0906a.pdf
file:///E:\MPS\PJSS\www.ilo.org\wcmsp5\groups\public\---dgreports\---dcomm\---publ\documents\publication\wcms_141911.pdf
file:///E:\MPS\PJSS\www.ilo.org\wcmsp5\groups\public\---dgreports\---dcomm\---publ\documents\publication\wcms_141911.pdf
file:///E:\MPS\PJSS\www.ilo.org\wcmsp5\groups\public\---dgreports\---dcomm\---publ\documents\publication\wcms_141911.pdf
file:///E:\MPS\PJSS\papers.ssrn.com\sol3\papers.cfm%3fabstract_id=2520775
file:///E:\MPS\PJSS\papers.ssrn.com\sol3\papers.cfm%3fabstract_id=2520775


Delivered by Intellect to:

Population ageing and the labour market …

www.intellectbooks.com    119

Miskolczi, M. and Langhamrová, J. (2011), ‘Dependency ratios, ageing and the 
demographic window in the Czech Republic’, Demografie, 53:4, pp. 333–43. 

Moreira, A. Domínguez, A., Antunes, C., Karamessini, M., Raitano, M. and 
Glatzer, M. (2015), ‘Austerity-driven labour market reforms in southern 
Europe: Eroding the security of labour market insiders’, European Journal of 
Social Security, 17:2, pp. 202–26.

Müller, W. and Gangl, M. (2000), ‘Using LFS Data for cross-national research: 
promises,examples, and problems’, Presentation to the International 
Workshop on Comparative Data on Education-to-Work Transitions, OECD, 
Paris, 21–23 June, www.mzes.uni-mannheim.de/projekte/catewe/work-
shop/MUELLER.pdf, Accessed 11 January 2018.

OECD (2017), Labour Market Reforms in Portugal 2011–2015: A Preliminary 
Assessment, Paris: OECD Publishing. 

Queraltó, A. (2013), ‘A model of slow recoveries from financial crises’, 
International Finance Discussion Paper 1097, Washington: Federal 
Reserve Board, www.federalreserve.gov/pubs/ifdp/2013/1097/ifdp1097.pdf. 
Accessed 4 August 2017.

Shimer, R. (1999), ‘Why is the US unemployment rate so much lower?’, in B. 
Bernanke and J. Rotemberg (eds), NBER Macroeconomics Annual 1998, vol. 
13, Cambridge, MA: MIT Press, pp. 11–61.

Ward-Warmedinger, M. and Macchiarelli, C. (2013), ‘Transitions in labour 
market status in the European Union’, LEQS Paper 69, London: London 
School of Economics and Political Science, www.lse.ac.uk/europeanIns-
titute/LEQS%20Discussion%20Paper%20Series/LEQSPaper69.pdf. 
Accessed 4 August 2017.

suggested citation

de Albuquerque, P. C. A. M. (2018), ‘Population ageing and the labour market 
during the recent crisis in Portugal’, Portuguese Journal of Social Science, 
17:1, pp. 105–19, doi: 10.1386/pjss.17.1.105_1

contributor details

Paula Cristina A. Mateus de Albuquerque is professor at ISEG, University 
of Lisbon. She is a member of SOCIUS (Research Centre in Economic and 
Organizational Sociology) and of CSG (Research in Social Sciences and 
Management). She has published several articles in this area. She is responsible 
for the organization of the International Workshop on the Socio-Economics of 
Ageing, a scientific event that takes place every two years, whose first edition 
was in 2009.

Contact: ISEG–Universidade de Lisboa, Rua Miguel Lupi, 20, Gab. 604, 1249-
078 Lisboa, Portugal.
E-mail: pcma@iseg.ulisboa.pt

Paula Cristina A. Mateus de Albuquerque has asserted her right under the 
Copyright, Designs and Patents Act, 1988, to be identified as the author of this 
work in the format that was submitted to Intellect Ltd.

07_PJSS_17.1_Albuquerque_105-119.indd   119 4/25/18   1:58 PM

file:///E:\MPS\PJSS\www.mzes.uni-mannheim.de\projekte\catewe\workshop\MUELLER.pdf
file:///E:\MPS\PJSS\www.mzes.uni-mannheim.de\projekte\catewe\workshop\MUELLER.pdf
file:///E:\MPS\PJSS\www.federalreserve.gov\pubs\ifdp\2013\1097\ifdp1097.pdf
file:///E:\MPS\PJSS\www.lse.ac.uk\europeanInstitute\LEQS%20Discussion%20Paper%20Series\LEQSPaper69.pdf
file:///E:\MPS\PJSS\www.lse.ac.uk\europeanInstitute\LEQS%20Discussion%20Paper%20Series\LEQSPaper69.pdf


Delivered by Intellect to:

The Imaginary Geography of Hollywood Cinema 1960–2000 
combines digital cartography with close readings of representative 
films from 1960-2000. Christian B. Long offers an unusual history 
of twentieth-century Hollywood narrative cinema, one that is 
focused on the intersection of the geographies of narrative 
location, production, consumption and taste in the era before the 
rise of digital cinema. Long redraws the boundaries of film history, 
both literally and figuratively, by cataloguing films’ narrative 
locations on digital maps in order to illustrate where Hollywood 
actually locates its narratives over time.ISBN 978-1-78320-829-6

300 pp | £70, $93

Hardback | 170 x 230mm 

Published Fall 2017

www.intellectbooks.com
To order this book online visit our website:

The Imaginary Geography of Hollywood Cinema 
1960–2000
By Christian B. Long

07_PJSS_17.1_Albuquerque_105-119.indd   120 4/23/18   11:25 AM




