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77 Motivation: Key Objectives and Methodology

@
@

Identify key factors that shift the labor force participation (LFP) rate of older
persons and, more specifically, their retirement decisions based on review of
relevant literature.

Examine the patterns of LFP of older persons in developing Asia using labor force
survey microdata of selected countries in the region.

Draw policy implications for the region and shape future research agenda on this
relevant topic.




;7 Overall LFP rates remain high and stable; deviating trends by

gender apparent.

Figure 1. Labor Force Participation Rate of Persons Age Between 60 and 64 in Select
Countries Developing Asia and OECD Average, 1991-2019
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;7 Empirical evidence identify these key drivers of patterns of LFP

and retirement decisions among older persons.

. e 104

o Social security and pension reforms

o Rise in years of education

o Better health and extended longevity

o Change in household structure and duties

o Technological changes and adoption
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Availability and depth of pension program and

related reforms explain much of trend in LFP rate

and employment of older workers in OECD
member countries

Figure 2. Average Implicit Tax on Working Longer at

Age 62 in Selected OECD Countries, 1980-2015
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Source: Borsch-Supan and Coile (2020)
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Social security and pensions

For developing Asian countries, labor market exit does not seem so
apparent even as one approaches statutory retirement age. Limited
coverage and retirement benefits give plausible explanation.

Figure 3. Labor Force Participation

Rates by Age and Sex in the

Philippines and Thailand Across Years
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;; Health and Longevity

Blundell et al (2017), Furunes et al (2015), Coile, Milligan, and Wise (2017) Kalemli-Ozcan and Weil (2010)
Fassbender et al (2015), Munnell (2015) Improved health status in selected OECD Lower mortality (i.e., lower the risk of
Expected deterioration of physical health and countries extends working life among dying) is more likely to encourage
cognitive function affect likelihood of older men of ages 55—-69 by an average of 5.5 individuals to plan and save for

workers to remain working while sustaining years. retirement.

productivity.

lll health forcing individuals in their 60s to Much of improvement in life expectancy comes from under-5 population
exit from labor market temporarily or while adult mortality and morbidity now rising with increasing incidences of
permanently. non-communicable diseases.

Figure 5. Healthy Life Expectancy (No. of Years) of Different Age Group

Figure 4. lliness/Injury as Major Reason for Not
in Developing Asian Countries, 1990-2019
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Older workers with limited education generally drop

out of labor force earlier than more educated ones.
Involved in more physically demanding jobs (Johnson,
Karamcheva, and Southgate 2017) and more adverse working
conditions (Potocnik, Tordera, and Peiré 2009)

Figure 6. Labor Force Participation Rates by Age Group and
Educational Attainment in selected EU countries, 2019
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Education

In developing Asia, participation rates of older age groups
negatively correlates with education years.

Figure 7. Labor Force Participation Rates in Developing Asian
countries, by Age Group and Educational Attainment
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;7 Household structure and duties

In developing Asia, household duties compete with labor participation
. ) . :

Reduction in burden of household work among women including older ones.

and informal care over the decades has

lifted labor market participation among

women, including the older ones.

Figure 8. Major Reasons Cited by Persons Aged 50-69 for Not Participating in the
Labor Market by Sex, % of total population
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;; Technological changes and skills obsoletion

B Professionals B Elementary Occupations

from labor-substituting technologies.

M Services and Sales Workers
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;; Conclusion and Policy Implications

[ Review Highights 3

LFP of older person in developing Asia is high —an opportunity to incentivize continuation of work.

Some of identified key drivers of LFP trend of older persons in-advanced economies are equally relevant in developing

Asia, with others posing divergent impacts.
Areas of Policy Considerations H
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Pension and Social Education and skills Health issues Women
Security * Health status of older persons have empowerment
e Limited influence in LFP so far. * Highly educated older workers are not |mcrl>roved vzlzhtotherst.reportlng * Alleviate burden of
* Future pension reforms should exiting labor markets at early stage. fome egree o ; € en?;a ;nonilth household duties
expand coverage, considering * Address barriers to stay in labor rr.1tpr:’ove acfcess 0 quality :a fcare among women
implications to work and market such as the seniority-based with more oc.usb(IJn Zreven ono including informal care
retirement incentives. HR practices. non-communicable diseases. work.
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