Trends ard Characteristics ofLabor Force Participationamong Older Persons in
Developing Asiaand their RetirementD ecisions:
Literature Reviewand CrossCountry Assessment

Aiko Kikkawa EconomistAsian Development Bank)
Raymond GaspaténsultantAsian Development Bank)

Draft as 0f18 Augusf021

Abstract

Thispaperexamines thegattern and prospects of labor force participatidtheretirement decisisiof older
persons in developing Adidereviewrelevantiteratureandconduct aletaiédanalysis alescriptive statistics
drawn fromthelabor force survayicrodata of selected countries in the regibridence suggedtsatthe
structure ofsocial security and pensions, educati@healthstatus of wdkers household structuresd
gender normsand technological charagel adoptiomttheworkplaceexplairthe observegbatterrs of labor
supply amonglder persons advanced economi€me of these factors are equally relenatdveloping
Asia,while othersseem to pose divergent imgathe restrictedcoverage andepthof social security and
pensiorschemslikelyhavdimitedeffectin many countriesf developing Asi@ date excepin selected areas
andamongeducated older workerBhe lack of career options upon the first retireremalso explain the
early exitfrom the labor markeamong the skilled grouphis paperrecommenslpublic and private actions
thatcouldpromote longer workingrés in the region
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I. Introduction

Developing Asiaiaging aanunprecedentespeedBy 2050jndividuals aged 65 and above will acdount

18%, or 800 milionof t he r egi o nudpgromooly &b in 201 AUNDIEBAL2019). AL, the
forefront of the ongoing societal aging aret Peopl e d s RRRE)tHe IRepablicoof Kor€ah i n a
Thailand, and Viet Namwhile it is proceeding atlavg to moderate speeddauntrieswith large populatien

such as$ndia, Indonesjand the Philippines

The apidy grayingpopulationcalls for policies arattiongo createasociety anénvironmenthat promote

active aging of the growing number of older pe@®m@sway aipholdingthdar welktbeing The Regional
Framework on Healthy Aging (262822) underlinesurrenteffortsfrom many Asian countries to continue
improvingtheirhealth systemspdating theneasurement, monitoring, and research on agirgf@stihg a
sustainable and progressive financing toward universal health coverage (World Health Organization 2018).
Many countries ideveloping Asiare reviewing their existing social security andpeaysitemand aged

careto better respond to the growing demand for social protection of older persons.

Anotherimportantcomponenbf thepolicy mix to adapt to the population aging igrih@otion of alonger
working life It is widely documentdtbwworking even anolderage contributgto both theobjective and



subjectivavellbeing ofolderpersonsespeciallthroughincomesecuritygreater sense of social participation,
and selffulfilment (Hao 2008 Schwingel et .aR009 Sewdas et .a2017. Retaining older workers and
encouraging employment among retireelsroareconomic benefit as themking ag@opulatioris expected

to gradually shrink in the coming deca®@gawa et a(2021) estimate that the untapped work capacity of
persons aged 610 in Japaoould have led to a higher real gross domestic product (GDP) rangingisom 3.2
to 6% while, inMalaysigitsGDP would have increased by betw&B¥% and 4.2. Retainingdlderworkforce
including those near retiremahgereforeare welkttuned to the reafibnd growing challenges of societal
aging

In manyAsian Development Badkveloping member countr{@8VCs)in Asig thelabor force participation
(LFP)ratesof older workers remaiialativehigh and steady over the yetine steady trentiowevennasis
heterogeneity across gender and other individual charactéotgtiis. is the milcetreat in théabormarket
among oldemen while tke labor force p#cipation ratef women is generally arsteady risel'he decline

of LFP among older men seeto contradicthe recordof steady improvement inh e r leeglth and 6 s
longevityindicatorswhichcould haveontribuedto exterdedyears oproductive wiking life.Or partly the

exits fromthe labor marketouldalsobe interpreted as resndf fromthe emergence of middendupper
incomegroups whare more likely tmake voluntary decisgio retire and enjoy their retirement life based
on pension and saviig

A large body of literature suggélsatmultiplefactors atheindividual, househaqldndpolicylevé influence
the pattern of LFPamongolder persomand theirretirement decisianAmongthe countries in advanced
stages gbopulatioragingevidenceoints to some key determinagush asocial security and pensi¢ag.,
Gustman and Steinmeier 198Bieger and Pischke 19@ile Milligan, and Wis2017; and BérschSupan
and Coile®0) healtrstatus antlkelihood of survivafe.g.Blundell et al. 201Munnell 2015andKalemli
Ozcan and Weil 20) @ducatiotevel(e.g.Blau and Goodstein 2QBurtless 202 3ohnson and Wang 2017)
householdiutiege.g. Schirle 2008and firm technology adopti¢ag. Friedberg2003and Lewandowski et
al 2017) This papereviews thsestudiesand discugswhetherthe LFP ofolder persons in developing Asia
are influenak by suchcriteriausing descriptivdata We rely on labor force survey microdata of selected
countriesin developing Asighat areundergoing different stages of af@iBangladesh, Indonesia, the
Philippines, Sri Lanka, Thailand, and Viet iNamd supplementhesewith demograpic and health
information

Wefind thatsome of theleterminargthat have beenfilnencinghe labor force participation of older workers
in countrieswith advanced stagjef population agingre also equaliglevant in developing Asia while others
are not or that the direction of influence is not uniform. For exarttfesocial security effect in many
countries in developing Asia has remained nthdesgth increasing over tinktealthis a keyleterminant of
labor force participatiomengolder personm developing Asjdowever, labor participation of older adults
may be less influenced by extension of life expeatansidering that much tfe improvement is seen
amongheunder5 populaibn and notaboveLikewise, the educatedeldiorkforcein advanced economies
go through ghased retirement before fully givinghgir career In developing Asiaowevey they tend to
leave the labor markedrlier than othemndimmediatelyipon reirementage indicating the lack of career
options or preference for permanent retirement.

The st of the papés organized dsllows. Section 2 presentstoverallpatten of labor force participation
and retirement decis®of older persomin developing AsiéSectioa 3 to 7 reviewglobal evidence and
literature discus®ach of thesevendeterminantactors that shift the labor force participation rate of older
personsand providea hypothesin the applicability to Asiaidous®ns on the labor market prospects
among older persons in developing Asia alongside other policy imptltatmmgd shape future research
agenda&onclude the paper.



II. OverallPattern of Labor Force Participation of Older Persons inDeveloping Asia

Over theyears, the active involvement of older persons in the labor mameatyiDMCs in the region
remairedhigh and sady Figure 1 presents the labor force participatiimsamong persaageds0-64 in
selected developing Asian countries alongheitowunterpartaveragérom Organisation for Economic €0
operation and Development (OECE&untries

The LFPratesof olderindividualsn selected countri@sdevelopingisiaarehighandcomparable to that of
OECD economig, with the ratehoveing around 6@ since the 1990andwith working older persons a
minority inSri Lanka (Figure 1a). In recent years, however, the L$¥argtacross countries a steady
upward trendn Sri Lankanda moderately declinirtgendin Bangladesh (50.3% in 20183,Philippines
(55.9%), and Thailand (56.9%). In Indonesia, the participation rate of olderhasrkbmsvn aontinued
rise following a dowvardtrend in the early 2000s aettlsngat 64.96 by 2019. The labor force peiation
rates of older workers in Viet Nam, meanwhile, display more dynamism in recheagieaewardhigher
participation rates at 6%6n 2019.

In the countriebeing studiedhemajority of oldeindividuadwhoremain active at woakeinformal workers
andareselfemployedn the rural areaémongthose inthe 6664 age group, the labor force participation
rates of those living in rural areas are consistently higher than their urban cali&¥antsiralareays.
49.3%in urbanareas in Banglade$i®.9% vs. 52.2% Indonesia61.8% vs. 50.1% the Philippinest9.2%
vs. 41.3%n Sri Lanka64.9% vs. 50.2# Thailangdand 76.9% vs. 45%Viet Nam Manyof thesavorking
eldersin informal and vulnerable sectare not kgible foranadequatg@ension leaving them with limited
options to retire

Figure 1 Labor Force Participation Rate of Persons AgeBetween 60 and 64 in
Developing Asiaby Sex 19962019
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Source: Data on labor force participation rates by ageéLfegiAT for Asian countries andECD.Statfor the OECD
average

The owrall trend maska large gender heterogendéfjgures 1b and 1c)Owing largelyto the unequal
distribution of household taskased on gender norrasdlimitedeconomic opportunities, theborforce
participatiomatesamongolderwomenaresubstantialllower than that of men, particularly in Bangladesh and
Sri LankaThe likelihood of joining the workforaksofluctuatesnoreover the life coursaf women as they
often take greater responsibility in managing the householdranfboareny family memberisicludingheir
spouse, childrerand grandchildretWhenretiing, women tend to retreat from the labor market more
gradually startinig their earlyb0s, often to take a more active role in raising grandchédrelnserved o

and Hank(2014)especiallyn the Republic of Korea


https://ilostat.ilo.org/
https://stats.oecd.org/

Notable in Figure 1b is teghtdecline in labor force participation rates among older men in some countries.
In Bangladesh, the LFP rate of men age@4&lid to 77.%in 2019 from 84% in 1991 while dropjngto
67.8%6from 76.4%6in the Philippines during the same pefibdobservd downtrend especialnong older

men seesto contradict the steady improvemenhioverall health and longewitfiythe population during

the periodwhichcouldbe expected toontribute to the exteedyears oproductive working lifsSome of
thelabor markegxitsduring the periodouldbe linked tdhe emergence of middénd uppeincome groups

who can afford to choosetirenentandlive off their pensiomand savings.

In contrast, the labor force participation of older woshemws arapparentuptick in Indonesia (50.1% in
2019), Sri Lanka (28.4%), and Viet Nam (58.7%) (Figure 1c). In pdngcpitalpnged involvemeoit older
adultsin the labor market can be attributdelyto arise inthe female workforcen Indonesia, especially
those in the rural areésiproved schoolingearsand prior work experientagilitated by implementation of
gendetinclusive labor market polictemtributed to thencreasglabormarket involvemef women in their
older agedThe labor force participation rate of older women in Tha&@19 showednupwardirend to
46.8% after thesudden drop in 2012. In contrast, the proportion of women aggtit8angladesh and the
Philippines decliden recent years, with the fommsving to the retreat among tertiadpcatedvomen and
the latter among those living in rural areas with lower education.

Overall, he stagna labor force participation ratesiong older perssin developing Asig acontrast to
OECD member countriesvhich have shown sharp increakegingthe past few decadafterreachinghe
lowest levels ithe mid-1990s

Empirical ModelkatfoiSupply @ldePersan

A standard model débor supplydecisionis the neoclassical model of lale@ure chog in whichan

individual maximizes utility frotihe consumption oboth goods and leisuseithin a budget constraioh

labor and nonlabor income. The decision depends onthe sitame ofd i vi dual 6s util ity
thar wage rate, work hm) asset and nonfinancial factors such as government social protection. policies
Similarly, etirement is largely a labor supply cheibeh ofterrequiredongerterm planningand involves
weighingalarge degree of uncertainty on the length of retirementay@@asging health condition, changes

in social security provision, and inflatRetiremenmayalsoinvolvethetransition fromacareer t@bridgng

job thatcompletsretirement.

The lifecycle retirement modethich reflects labor force participation and the retirement ddsieften
used to examirtbelabor supply paths of older workers, e.g., Gustman and SteinmeieG(1€98v8n and
Steinmeier (1985%ndKalemliOzcan and Wei2010) In thismodel,individuals make lalfideisure choices
over their lifetime subject to uncertaimgo, Ostaszewski, and Wang (20kéheé&d the model tonsider
the consumptiadleisure tradeff, saving, mortality, income, and the degree of risk aversion.

Basedon labor supply and retirement theories, extensive empirical research has been conducted to fully
understand the dynamics of the labor force participation ok$emidvanced countridgsmpirical evidence

points tosome of the key determinants of LFP and retirement deeisiong older persarsocial security

and pensions, health, education, housetridture and firm technology adoptidrhe following sections
discusghese key determintandassess theapplicabilityin the contexbf LFP among older persom
developingisia

lll. The Influence ofSocial Security and PensionReforms

The aailability anthe generosityf pensiorprograns and relatedeforms have long been posited to explain
much of the movements in the labor force participation rate as theléamployment of older workeirs
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countrieswith rapidlyagingpopulationin many OECD countrieshé decline in labor participation of older
menuntil the mid1990shas been linked to thise in financial disincentives for continued wasla result of
theintroduction and coverage and benefits expansion of public pension programs

The increased genetgsof the Social Security system has been responsible for the move toward early
retirement in th&nited Stated)§), with he increase in Social Security retirement benefits evidgntate

most 186 of the decline in participation rates of older ersrkkKrueger and Pischke 1992)ck and Wise

(1990) predicted dramatic impacts on retirement patecasse ofhanges in pension ptaEmpirical
evidence suggssistrong link between the availability of private pension plans and the labottitipaipar

of older menGustman and Steinme{@084 and Lazeaf1 983 suggest thahé probabilityf menworking

at theageof 58 to 63 falls by 18 percentage points if they have private pension plans.

Meanwhile, changes introduced in the structure of the pensiorsgystdhre mid 9908 the most common

of which wagheincrease ithe pension adge have adjusted retirement irtoees among older workexsd

ledto longer working livedany countries have enacted social security reforms over the past few decades
whichhave changdtie eligibility age, actuarial adjustment faahg#ility of thelisability benefignd other
parameters of public pension systems (B&usphn 2013§ustman and Steinmeier (1985) showed that the
SocialSecurity reforms in the @Sparticularly the 1983 amendmidnait raidtheretirement age, increds

delayed retirement credit, and l@dé¢he reduction rate for earnings over the test amolaweredthe

incentive to retire.

Coile et al(20T7) highlighed several cas@s whicha specific reforin such as an increase in stetutory

retirement age in Japan or thdted Kingdom WK)fi appears to have affected employnianiapan, the

labor force participation of older cohorts is highly sensitive terelgiegl policies, including the statutory
retirement age and the penssgatem. Oshio, Usui, and Shimizutani (2018)edlat labor participation

decisions among older workers are strongly associated with changes in social security incentives, such as the
rise in pensionable age.

BdrschSupan and Coil@®0 document theesies of pension reform activities in@dpulatioraging
economiesSome countriesarried oubackandforth reforms, whilethersadoptednultiple reforms of the

same type. Talgvarious pension reforms together, the implicit tax on working &idgierwnward in the

1990s strengthening the incentifes olderaged adultto work (Figure2). The rise in implicit tagan be

attributed to raisintipe eligibility age, lowerinige benefit generosity, strengthening actuarial adjustments for
delayed claiming, and reducing access to nonsocial security programs that offer alternative pathways out of the
labor forceln the same stugyhe authorgstimated that increasing the implicit tax on working longer from

0% to 106 reduces the employmerfitolder men by 6.7 percentage points in the early retirement phase and

1.8 percentage points in the late retirement phase. The equivalent effect for women in the early retirement
phase is 4.6 percentage points.

Figure 2. Average Implicit Tax on Working Longer at Age 62 in Selected
OECD Countries, 19862015
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Note: Unweighted average on implicit tax on working lorigelgium, Canada, Denmark, France,
Germany, Italy, JapaheNetherlands,fin, SwedetheUnited Kingdom, andheUnited States.
Source: BorseBupan and Coi([@2@0).

SocigkecuritgndPensicandRetiremeRattersin DevelopiAgia

Theabovementioned evidence anulggesthat theavailability and generosity of pensions in OEB@LDtries
havestrongly influenckthe decision aflder workers to remain workimgp, througha phased retirement, or
exit from the labor marketo some extent similadabor market response also observed in selected
developing Asian countribat have wellacedgension systesrin the urbarareaof thePRG the availability
of aformal sector pension reduties probability of men and women to remain employs@bgnd 5446,
respectivelyWorld Bank 2016)lhe same study also fouadsimilar but leggronouncedeffect on the
employment obldermen in Indonesiag.,19% among urban workeasid 256 for rural workers

Labor market exit ideveloping Asianountries coveredn this studydoes not seem so apparent even as
individuas approach the statutory retirement @ggure3). The figure also shows that such pattern has not
changed from the previous decade ofte®steep drop in the labor participation rate follawargtirement

age is more obvious in Thailaard moderatelyo among older men in Sri LanK&ese countriesavea

relatively higher coverage of mandatory pension schemes. OECIn¢tHi8ghat35.% of Thai | and?®
total labor force is covered by mandatory pension schempared witt29.8%6 in Sri Lanka. In contrast,

pension coverage is lower in Indonekra8fo), the Philippines (27.3%), and Viet Nam (21P@¥gion

coverage ialsoseeno beclosely linked tthe sectors and occupasa@t which individuals are emplgyed

whichcan also bknkedto o n eedusation level.

Figure 3. Labor Force Participation Rates by Ageand Sexin Developing Asian
Countries, Various Years



a. Bangladesh b. Indonesia

100

80

60

40

20

D A% D A O D MO NP AR O D A% D A= O D M O G D AR O
& A RS ‘;15—) hofO @ A A P P n7D:*: q}qﬁ: vg\? W 9 <§'3<7 &:"‘b @ A /\:\

RS IR BT S s & LD a9 o el & A A
= o= = Male (2006) == = = Female (2006) = e = Male (2005) == == == Female (2005)
Male (2016) == Female (2016) Male (2017) e Female (2017)
¢. Philippines d. SriLanka
100 100

- - -

8o

6o

40

20

0 0 :
D ax A o D W D g D DA D A% a2 A D W WD g D P oax D
B2 I e AV R Ml A R I S & ST S @ ‘?7’% & & P
o= e o= Male (2001) == = == Female (2001) = = == Male (2006) == = = Female (2006)

Male (2017) === Female (2017)

Male (2017) e Female (2017)

e. Thailand f.Viet Nam

o o
D A% A A D R D DN P D D A% D A D D g D DA D
A8 a5 %00; S <3°% %‘“% F H LD 83 A8 45 %Oﬂ’ ";‘7,‘) SR 4§”% & FH L O
= == = Male (2005) == = = Female (2005) = = = Male (2007) == === Female (2007)

Male (2018) === Female (2018) Male (2016) == Female (2016)

Note: Dotted linesrefertbec ount ryds statutory retirement age by sex.

Source: Aut hor s & ildborfored sureeysidepective sourietsy dat a fr om

The limitedchangs seenin labor participatioduringretirement ageanalsobe attributed tahe pension

income being quite smad a share of incoprend is only applicableatew groups of workers, especially the
public employees and formal workersrge corporationgnox-Vydmanov (2016pund that thericome
contribution of pensions to older persons inGABIRICs remain smakit most 2% in Viet Nam and 26 in

the Philipines and Thailand. Furthestirement benefits aoétennot generousnougifor one to decide to

fully withdraw from the labor markitis generally consistent with findings from the impact assessment of the
new social insurance program for the gldieithe Republic of Korea. Koh and Yang (20&idf that the
programhadvery little impact on the labor market activity of older persons in terms of employment and
working hoursowing much to transfer size as well as the pervasive case of fanaitiainsiingpcountry.



IV. Health Satus and Longevity as Drivers of Labor Participation and Retirement among Older
Persons

As one ages, the trajectorypbifysicahealth andcognitivefunction expectedly deteriorates, affedtieg
likelihood ofolder workergo remainin the workplace while sustaining productidigalthcondition,be t
objectively or subjectively measyisedprerequisiteandserves as damportantdeterminant oEFP among

older persong.he deterioration of heaithfound toexplain betweer¥@and 156 of thedropin employment
among individualsetweerthe ageof 50 and 70 in the US and the UK, respectively (Blundell et al. 2017).
Meanwhile, singlongitudinal qualitative data, Furunes. €2@15) documeed that health alongvith other
nonfinancial factors largely influedithe decisiorof individuals in Norway 58 years and oldeotinie to

work . In Germany, aelf-assessed healitso significantly influencpdstretirement workFasbender et al.
205).

The etension ofa healthy lifespancan, therefordead tothe expectation that more workevil decide to

delay retirement awdork evenin their old ageBased on th&lobal Burden of Disease Study datalaase
healthy life expectancytibe number of years of life expected to be lived in good, peatitularly with lower

risk of mortality and nonfatal outcomémms increased over the years (FiguMuBnell (2015hoted that
improved health and longevity have caused,wittmgther important factors, the reversahef downward
trajectoryof labor force participation of men aged@8sin the US durinthe mid-1980s Translatinghe

improved health status of elderly people in selected OECD countries into their capacity for work, Coile,
Milligan, and Wise (2017) estimated an average of 5.5 yearsledwexriging life among men of age# 55

69 when comparirthat cohort between 1977 and 2010.

Figure 3. Healthy Life Expectancy of Persons AgeéBetween 60 and 64 in Selected OECD
Countries, 19962019
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OECD = Organisation for Economic @gperation and Development
Source: Data on healthy life expectancy by agéh#@iobal Burden of Diseadatabase.

In another instancdhoweverthe extended human lifgpan among older individuaknhavea different
consequeareonretirementecisios. When retirement yeaneshort and uncertain, the optimum choice is to
work until avery oldagebecause one may miss @uthe delayed consumptidihat if he extension of life
yearsoincides witahighermprobability of survivaEvidence seemssaggest thatéan promptabor market
exits KalemliOzcan and Weil (2010) stemithatthe fall in mortalityi.e, lower risk of dyings more likely

to encourage individuals to plan and save for retirérhertertainty of retirement years alonglelgigher
probability of survivadould encourage individuadsavehroughout their active working lives and therefore
enjoy their scheduled retirement using those accumulatediduatier words, e mere extension of
longevitymaynot be sufficient to prolong retirement

Coile, Milligan, and Wise (Zpalsoassert the ambiguity of the relationship between health improvement and
changes in labor force participation of older workers. They note theddhaimprovement in mortality
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rates since 198@incides witldeclinindabor participation among older men, but during thel 84@s, the
labor force participation followed an upward trend as mortality consistently improved.

HealtrConditiorh,ongevigndRetirementDevelopiAgia

Asseerin OECD countries, drlth improvement and longeWigvemixed effecten labor force participation
andthe retirementdecisions of older workers. To some extentpds#iveeffect lies in the capability of
workers to handle tasks required for thewbbe the opposite is expectsenlongevityguaranteea
retirement life based on accumulated sapegsios.

Giles,Hu, and Huang (2015) found that poor health status is strongly linkéeevatier probability of
employment in thBRG Indonesia, and the Republic of Korea. Usitigtaes ofdailyliving andnstrumental
activities ofdailylivingto indicate hedltstatus, the study s&vi®6 and 6.96 reductions irthe probability of
employmentor urban men and womeaged 45 and above in the PRC fanarease idisabilityln contrast,
the effect of poor health on the probability of workamgongruralresidentss rather weak owing to their
limited optios to support their livingA smilar pattern iseen also Indonesiaand the Republic of Korea,
but less pronounced in the latter given the considerably low reported disabditibealth status is also
associatedith fewer hours of work for those eldedytinuing to work in ruré&RC and urbamndonesia
(Giles et a2015).

We examinthe major reasons for nonpatrticipation in the labor markethesieglected o unt r y6s | abor
surveysThis is in lieu of the health status information of wotlkatssnot available from existing labor force
surveysmaking iparticularly challenging to condadetailed quantitative analysis of labor supply behavior

of older individuald=igure4 shows that ill health, injuries, and disahitéyamnongthe major contributing

factorsfor individuals in their 60s e absentrom the labor market temporarily or permanently, which is
relatively high in Bangladesh and Indonesia, reaching more than 20% of the total older individuals not in the
labor forceln over adecadeanevergreater share ofder adults imdonesia attribusgheir nonparticipation

in the labor markeo illness and injury.

Figure 4. lliness/Injury as a Major Reason for Not Participating in the Labor Market
(% of all individuals in their 6@%0 arenot in thelabor forcég

35

30
25
20
15
10

5

2006 2016 2005 2017 2001 2017 2006 2018 2005 2018 2007 2016

Bangladesh Indonesia Philippines SriLanka Thailand VietNam

SourceAuthors & i | | ust r atlabor forcaussrvepggespaie aourftrieso m

In Viet Nam, labor market exit due to ill health among older persons had heicent yearpotentially
allowinglabor participation of older aduitsriseover the yeartlsing the ationally representative Vietnam

Aging Survey in 201Kealth status has been consistently identified as one of the significant factors influencing
ol der adul t sd e bdlamFsriingtancet Giangrand Nguyénr(20dMid that heath status
markedlyinfluen@dthe labor supply choice of older peapleural areasyhile Giang and Le (2018uhd

thatolder persons with at least one chronic health congtueower probaility oflabor forceparticipatn

relative tahose without chronic health condigon



Mearwhilg ill healthas dactor for labor market nonparticipati@mains low in the Philippines and Thailand
during the observed perio@sth older mercomprisinghe majorityln Thailand, using th2007 Survey of
Older Person®dhikari, Soonthorndhada, and Haq@€11) éundthat individuadaged 60 and abowdo
suffered fromat least onehronic diseassere 2% less likelyo participate in the labdorce than thse
without any chronic diseagenerallgonsistent wittherecent findingef Paweenawaind Liagq2021) using
the sociceconomicsurveys

In Sri Lankamore older persons leghe labor market due to physical illness and disabilithed6ryear
period.Using the Sri Lank@euseholdncome andxpendituresurveysTilakaratna, Sooriyamudali, and Perera
(20D) found thatillness and disabiligmong individuals 60 years and older reduceptiobability of
remaining active in the labor makiyeiround %. Nonetheless, it is important to note thany older workers
continue to engage in work despite ill he&dtimany at8% of olderpersonsufferingpoor health conditions
stillengage itabor market activitiés Sri LankaJenanayaka and Kum2g4.2)

Based otthe strongassociatiobetween health status daldor forceparticipationthereisscope to boost the

| abor participat i on.Tbefoerallhealthg lidewexpectancssiag aordsidvelopingio r k e r s
Asia(sed-igureb), butmuch oftheimprovemenin healthy life yearsisiseen amorigeunder5 population

and less so among older cohdritee overall mortality improvement is attribuedeto those under the ages

of 5 than older adulta/ith adult mortality andorbiditynow driven by rising incidences of noncommunicable

disease Thisindicates thahe labor participation of older adults may be less influentleedxtension of

life expectancy

Figure 5. Healthy Life Expectancy of Different Age Groug in Developing
Asian Countries, 19982019(no. of years)
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Source: Data on healthy life expectancy by agéh@tobal Burden of Diseadatabase.

V. Education Level Labor Participation, and Retirement Decisionsof Older Persons
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The abilityof olderaged adult® workas well athe work opportunitiesopento themtend to be related to

theirlevel of educatiotducatioml attainmeris stronglyiedto the type of occupatidheytake onandthe

wage levehey argaid thereforeit constitute an important determinant of labor force participaifaal
includingolderworkes. Evidence from OECD suggests thhter workers with limited education generally

drop out of the labor force earlier thhnse who arenore educatedecause dfactorssuch as théigh

probabilityof ill health amid involvement in more physically demanding jobs (Johnson, Karamcheva, and
Southgate 2017) as well as more adverse working c

In manyEuropean UniongU) countries, lte oldaer higHy educatedjroupleave the labor market later than
those witralow- to mediurAlevel ofeducation (Flores and Liiske 2016). Figure 6 illuttispegterri aside
from having higher participation rates in general, individuals with tedldigajans remain in the labor
market longer relative to those with secondary education and below.

Figure 6. Labor Force Participation Rates by Age Group and Educational
Attainment in Selected EU Countries, 2019
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In the US, Burtless (28)land Blau and Goodstein (2010) document the large role played by higher educational
attainment in explaining the increasing labor force participation of older men. The formertiestionates

half of the 8.7 percentage point rise in participatioamateg males 604 years old between 1985 and 2010

can be attributed to the improved levels of education. In their projection of the future employment potential
for the neaelderly workforce based on demographic trends and trends in mobility and fetatticrfaom

the 19882004 National Long Term Care Study and thed202@ Health and Retirement Study, Rehkopf,
Adler, and Rowe (2@1conclude that those with a high school diplomadgeeerally high and consistent
potential to work productively betan 55 and 74 years, @ltlile if less favorable trends continue for men and
women without a high school diploma, the group could have lower ability to work at older ages.

Examining the detailed US labor force data spatteipgardrom 1970 to 2016, Johnson and Wang (2017)
observed that the increase in the labor force participation rates of men and women aged 65 and older since
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1995 were largely concentrated among cghadeated his increasis also attbuted to more involvement

of better educated older adults intinlle work as nearly all the employment géiokleraged adultsome

from fulktime work and not from patitme work Similarly, Larsen and Pedel(@&17) found that more than
onequarter of the observed increase in labor force participation amemgntiie age group 669 from

2004 to 2013 in Denmark and Sweden is attributed to the improvement in education level, especially that of
women. The sanstudy shows, however, that education among the same age group explains less of the change
in labor force participation in Germany (i.e., 14%), and largely from men.

In some instances, better education may not ledahiger working lifelhe wealthy edtated group, backed

by their accumulated savings and wealth, may opt for early retirement. In their analysis using the Dutch panel
of workers aged 50 years and older, Pilipiec, Groot, and Pavolva (2020) observed that the preference toward
earlier retirerm¢ has increased over time and relates to, among others, having higher net income. In
Switzerland, Baumann (2016) found that workers ageviiéh tertiary education were 14 percentage points

more likely to retire early than those without upper seceidaation.

Educatidnevel arichboForc@articipation@tlePersons in Asia

In developing Asighe level oeducation positively correlates with the laboe panticipation otheworking
age populatiorThe rapid rise in education level among wasarmajor contributor tiheir more active
involvement in the labor market, a trend that could be expenteccase thelikelihoodto remain at work
evenat later stagén theirlives. That saidthereldionship between education and employment anideg
age groupsan be expectad exhibitnegative correlan. In particular, the ore educated addaged adults
optto exit the labor market early, highly likely with the availability of peassetsand family suppofGiles,
Hu, and Huang 2015)

Such casarebecoming moreommonover the years in many countries in developing Asia. Examining the
labor force surveys in over a decade, Figure 7 shows that tertiary educated pabvidheabye &0 are
leaving the labor marksboner in recent yeanotaby in Bangladeshhe Philippines, and Viet Nam.
Meanwhile, in Indonesia, Sri Lanka, and Thaitastight to moderate increas@as observeih the
participation rates of older persons with at least tertiary qualifications.

In generatthe lateskabor force surveghowthatin selected countrigglividualsn their 60s and beyond and
with tertiary education exhibit the lowest labor fond&ipation ratesyhile those among the primary age
groupshawe the highest participation rates. The rapid switch can be withessed more appHnai#dpdn
where the LFP rate of oldezoplein the60-64 age group is 50.2 percentage points lowahtiaithe 55-

59 age groups at 83.2%.

Figure 7/shows clearlat sucta shift to lower participation rates ocearlier in Viet Nam among the-55
59 age grousiang and Le (2015) argue tHdeobpeople with higher educatinrvViet Nam tend toeceive
their retirement pensipallowing thento work less fotheir livingat old agewith thehigher earningduring
their working liveseducated aduliee more likely to haygreateincentive to save and enjoy retirement. The
early labor market exit among educated workers also suggests the limitedasmpmnébcareer for older
professionals after the first retirement.

In contrast, older persom$o haveattairedat most primargducation tend to stay longer in the labor market,

with more than 50% of the-884 age groups conting towork.In ThailandAdhikari, Soonthorndhada, and
Haseerf2011) dund that the older adults without any form of schadlwetuding those with atls primary

eduetion, are most likely to remain active in the labor market than their educatethpdeest educated

adults are working the longest primarily out of necessity for lack of assets, savings, and access to adequate socic
security progran(sVorld Bank 2016)

12



Figure 7. Labor Force Participation Rates in DevelopingCountries in Asia, by Age
Group and Educational Attainment
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VI. Reduction in HouseholdDuties and|nformal Care Work

The reduction in the burden of household work and informal care over the decadesdad®r market
participation among ween including the older ones. Family obligatioluding care for grandchildren and
spouse can be influential to labor supply behavior, especially ademgvomen. Intuitivelyfemale
employment is expectedrisewhen the timécost of unpaid care work is reduced, shared equally with men,
and made more compatible with involvement in the formal work-Q@8piza and Tzvetkova 2017). Across
the EU, the time spent by women ageé4tas well as those aged 65 and above on howsehtddily care

has continuouigdecline from 2000 to 2010.he probability of working falls by nearly 20 percentage points
for women with children under the agé fogan 1978).

Female LFP is found to exert influence on that of lokdeln Canada, th&S, and the UK, Schirle (2008)
postulated that much of the increase in labor force participation among older married men can be explained by
the rise in the participation of their wives, considering the complementarity between time use of the two. In
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conrection, a study involving Australians aged between 45 anddthdt the lack of caring responsibility
for a family member among men increases the likelihood to remain employed (N@@is8et al

In developing Asjdhe labor market participation argdmose ofworking age as well@lder women has

been oranupwardtrend in recent yeai®lder women who remain active at work are primarily backed by
improved schooling years and greater prior work experience. However, women including theaokler ones
still boundoysocial norms that limit their choice of whether to work and where they work. Women are generally
perceived to hold prime responsibility for houseworktorchal carewhichareoften cited as major reasons

for nonparticipation in thalbor market (Figu®. Across countriegnajority of women aged-H9® are no

longer active in the labor market due to household dithissncidencés particularly high in Bangladesh
wherealmost half (48.8%) of the total women populatitimeis6-69age group could not gain employment.

It is followed by Sri Lanka (42.9%), Indonesia (34.0%), and the Philippines (33.2%).

Figure 8. Major Reasons Cited by Persons Agedd® for Not Participating in the
Labor Market by Sex(% of total population)
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It is interesting to note too that in over a decade, responfsibiiibysehold duties have been cited less among

older women in Bangladesh, Indonesia, and the PhilippiBasgladesh, for exampagrowing share of

womenof the same age groupecittirement as the major reason for withdrawing from the labor force. Also

worth noting is the modest increase in the proportion of older men leaving the labmafiaceé to family

and household duties. It is more apparent in Bangladesh and thenRhdippi wi t h tpéwty | att e
attributed to more women deployed for overseas employment with their spouséotdmeimigouse and

kids.

Further, especialig thefemale workforce, older workers tend to be more engaged in unpaid family work.
Matureworkers tend tavork afewhoursin a weekhantheir younger counterparnghich could be attributed
to many factors including physical health shaping work prefekmeesften, older women spend shorter
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hours orwage employment, with more time atbtoward$iousehold dutietn Bangladesh anddonesia
more than6(% of workers age60 and abovspendless than 40 hours per weebdrking Among older
workers especially women, the lesser spent on working suggest the need for more flexible gvorkin
arrangemento encourage them to remain active throughout their healthy lives

VIl. Technological Change, Srructural Transformation, andskill Obsoletion

The unprecedented pace of adwyigchnolog attheworkplace could threaten the future job security of older
workers. Technological changes, which alteskilhe contentand demandbr labor, could influence labor

and retirement decisions among older workers whose job skills and knowledgéyhemme obsolete.
Advanced technologies and proceasesiot integrated inheo | der workersd initial
employers may prioritize investing in the human capital of youngerwbbdnts/donger remaining work

yeas.

The share of technolegyabled taska the total job pooais risingin 2018, an average of 29% of total task
hours across industries are performed by machines (WEF 2018). Older workers who lack certam skills or
less willing to invest in retraining may either be encoordgezkd to leave the workforce. Using the Current
Population Survey and Health and Retirement Study in the US, Friedberg (2003jlexaifieictsdn older
workersof theincreasing use of computers in the workplace and founddikatuas aged 5662 who use
computes at workgenerally choose to delay retirement.

In their analyses of the age dimension of changes in the task composition of jobs in 12 European countries
between 1998 and 20k integrating O*NET occupation content data withoBES irdividual data,
Lewandowski et.gR017) found that the shift away from routine work and toward nonroutine work occurred
much faster among workers born between 1970 and 1989 thartreoselgrn between 1950 and 19609.
Theseresults imply that older workenay be among those most likely to be made redundant or to lose their
jobs if the shift away from manual and routine work intensifies in the future.

Sructural transformation from agriculture to manufacturing and services industiéesl taking plaata

rapid pacén many developing countries in Aaiad sas technological change and adoptioworkplacs.
Mechanization and automation, among other techndlugoekicedn the workplace, play a significant role

in the reduction of routine jobshifting the workforce to perform more sophisticated tasks. ADB (2018)
reported that #4065 76 of new job titles in selected countries of the region in the past 10 years are related to
information and communication technolomcludingthe specialized tenitians needed to work with
computercontrolled machineQuestios, howeveremain as to the extent to whitith gradual shitésfect

the jobs and employmentalfler workers.

Labor force surveys of selected countries in the region shdtive thajorty of older workers are employed
in the agriculture sectancreasing further by a@regure 9)For instance, in Bangladesh, &8d®those in
the 6664 age group work in the agriculture sector agpileultural workers account for 66.3%hoge in
their late 70@horemain active in the labor marHlétis ismore apparent in Viet Nam, i.e., 6&dl those in
the 6664 age group who remain working are in the agriculture sector but a higharea@éngthose in
the 7579 age group. Following subsistence agriculture, many older adults who continusrémwioek
wholesale and retail sector, especially in Indonesia and the Philippines wher&abfiedderlmdividuals

in the 6664 age grouwork inlow-wage retajbbs
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Figure 9. Employment Distribution by Age and Sectof%)
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Meanwhilethe employment distribution byccupationand age grouphowsthat agricultural work and
elementary occupatiogpresent the bulk otcupationsf theolder workforc€Figure 10)n the Philippines
and Sri Lanka,sdightly higher shareioflividuals aged 60 asidovehold managerial positigieveraging on
theirlonger years afork experienceelativeto their younger counterparis Viet Nam, workers handling
elementary occupations accdanmore than 5% of workers in their 60s and abéve.

1Due to changes in occupation classifications, many of the skilled agricultural, forestry, and fishery workelask#be bedarc
the elementary occupations.
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Figure 10. Employment Distribution by Age and Occupation(%6)

a. Bangladesh b. Indonesia <. Philippines
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VIII. Conclusion and Policy Implications

This paperrevieved the globalevidenceon the determinants of employment and retirement among older
persons anéxaminedhe dynamicamong theolder workers in developing Asisingdata drawrfrom
national labor force surngaf selected countries. The lafmyce participation rates in many developing Asian
economies remained relatively high dicdradexhibiedasteadyrendover the las® decadeswith stable or
declining participation of older men oftisgttherising participation of older woméargescale employment
among older persopsesergagreat opportunity for developing Asia to support and encourage continuation
of work amid expecianhsthatfeweryoung people wiinter theworkforce inthe coming decades.

Some factors that have shaped the evolution of labor force participation among older workers in countries
where population aging is atagivanced stage may hsivd@larimplicatons to the prospect of active aging in
developing Asia whetiee expansion of social security provision and improvements in health and education

are expected. The evidence thus far suggests that these developments may either incentivize or disincentivize
older persons to work, which calls for further rese¢arabrercone the paucity of data in understanding the

labor supply behavior tife older workforce in developing economies.

The influence of social security and pensions on labor force participalilen pérsons in many countries

in developing Asia has remained limited and is largely concentrated among public servants trel possibly
more educated workewthohold formal jobsFuture pension reforms, therefore, should further expaind
coverageespeciallyo reach thosevho arevulnerable at old agehile also considering how these initiatives

will shape the work and retirement incentives of workers. Riaégiegsionable age is inevitablsecahe

point, but the priority particularly in developing Asao ensure that enough job opportunaieprovided

to older personbeyond the lowage farm and retail work

17



In both OECD countriesand developing Asia, health issues could possibly be the major consatadnt
participatiorof olderaged adult&Vhile the overall healthy Bfgan in the ggon is expected follow a similar

trendin the advanced economies, the health status of older persons in developing Asia has not improved
dramaticallywith othereconomie reporting some degree of deterioraB@mvernments in the region should

conside reforming and strengtheninbe health service delivery tadress theising incidence of
noncommunicable diseases, especially among older individuals. While countries are taking different pathways
toward universal health coverage, more needs to bendemas ofthe adequacy and sustainability of such
programs.

It is apparent that the more educated @dedvorkersn developing Asiaave the labor market earlier and

upon retirement thatmose who aréess educated. The substitution effect seelmsdescribingnore the
relationship between education and labor participation and retirement behavior of older adults. Such pattern
also seems to suggest the lack of career path and employment for older educated workers in the region. It may
be worthwhile to understaadd potentially addrdsebarriers and issues that inhibit them to stay in the labor
market and tap their expertise and experience toward productivéhegifeglong learning approach that
promotes reskilling and upskillsigpuld be promoteamong tder workers who are more vulnerable to job
replacemenas a result ahe adoption of new technologiasthe workplace. The improved educational
attainment of new cohorts of older adults cailtalv agreater possibility of lifeng learning. In contrtas

most low educated workers have little or no choice but to continue working. There should be comprehensive
support toward lifelong learning while keeping an eye on the spedfiaf older learneendintroducing

financial incentives for workers amdployers.

Effortsto promoteactive aging should also be accompanied by continitiatiges to empowgromenThe

lower fertility and corresponding aging transition in developingodiiequire robust efforts to encourage
thelabor participationf thefemale workforce. Older women have the primary societafl caiag for their
spouse and grandchildr@m intuitive solutiorcould be tdessen the burden of household tasks or duties by
providing alternative public and private service provideageas such as child and elderly care. Other
socioculturadndgender normand barrierghatremain strong in some countries need to be overcome through
policy and public actions (Jayachandran 2020).

Last, agdriendly policies and environment shoulthilié early on in developing Adiaa recent report, the
World Health Organization (2021) fisdbstantial costs arising from Huasperpetuaageism, particularly
among older individuals. Ageism against older pabpl@re oftemighly disadvantaged in workplaces with
limitedaccess to specialized training and educiationndto beassociated with poorer physical and mental
health, incressed social isolation and loneliness, greater financial insecurity, decreased guaitiewvétife
premature deatfio prevent these dire consequenag&rgmentin developing Asighouldraisehedemand

for labor supply ablder workers, which iggected to remain stagnant unless thageiseral shortagethie
workforce othe governmergnacs apolicy that requires firms to retain workets acertain agén addition,
labor market challengegl need to be addressed, suckeagoritybasedhuman resourcgsacticeshat are
especially prevalent in the public sector but also observed in the corporate culture.

This papergivesaninitial backgroundn this relevant yet relatively unexplored topic within the context of
developingconomiesThe analysis and findirgishis stageemain far from conclusivethout therigorous
empirical exercises dudiiteddata from existing labor force survéys.future research,is valuable to
overcome such challenge not necessarglydayding the scope of labor force surveys but by examining the
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feasibility othe use ofstandardized micro surgearticularitargeting older persans allowbettercross
countrycomparativanalysis

2Such aMalaysia Aging and Retirement Survey (MARIBhesia Family Life Survey (IFLE®alth, Aging, and
Retirement in Thailand (HARTandSurvey on Older Persons and Social Health Insurance (OR&Sidtham
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