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(Figure 1) Labor Income and Consumption Age Profiles
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Sources: Lee (2016)
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(Figure 2) The Channel of Effect of Aging on Macroeconomy
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(Figure 3) Labor Force Participation Rate by Age Group in 2015
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(Figure 4) Economic Growth Baseline Scenario for Population Aging
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(Figure 5) Labor Force Participation Rate under the Extended Retirement
Age
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(Figure 6) Economic Growth Scenario for Extending Retirement Age
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(Figure 7) Economic Growth Scenario for Raising a Female Labor
Participation Rate to the OECD Average
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(Figure 8) Economic Growth Scenario for Raising a Female Labor
Participation Rate to the Level of Iceland
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(Table 1) Labor Productivity Growth Rate Scenario

2000~15 2016~25 2026~35 2036 ~45 2046 ~55
Baseline Scenario 2.6 2.1 1.7 1.4 1.2

Alternative Scenario 2.6 2.1 2.1 2.1 2.1

(Figure 9) Economic Growth Scenario for the Alternative Labor
Productivity Growth Rate
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{Figure 10) Flow Chart of CGE Model
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(Table 2) Calibrated Parameters
Calibrated Calibrated
Parameter Parameter
Value Value
. Relative importance of bequest
Time preference (p) 0.0015 (K) 0.001
Elasticity of intertemporal Relative importance of leisure
L 2.0 0.006
substitution (*y) (L)
Relative importance of 0.012 o lastici ¢ ol 033
education ( 9) . utput elasticity of capital () .

BIOIA] A B 71E GFRES B AR mpe] A8 el

Aggell HgstEs 2ol AgATE AR

=

382 0.0015 9¥7]9%=+= 2.0,

BEFolM aFFA ] HiRE A S85&=(0)= 0.012, of7te] it A4 F

RE(L)% 0.006, fHAHd<32] =]

ZQ% (k)= 0.0012 3T} QxR 3

= FHx A9 d¥d G853 gt Sadahiro and Shimasawa (2004)°]

RYSHES ZATAT, FRLAAYL

9] 3= 71A-RFo]El(Gauss-Seidel)
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(Table 3) Growth Rate Differentials between Baseline and Alternative

Scenarios
Scenarios 2016~2025 2026~2035

Extension of Retirement Age" 0.09 0.19
Raising F le L

aising Female Labor 0.25 0.28
Participation Rates
Raising Total Factor Productivity" 0.49 0.56
Raising Fore)lgn Labor 0.10 014

. . 1
Immigration

Notes: 1) discrepancy between base scenario and alternative scenarios (%p)
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o u|a] W mut ohgl 30~40toA] FA| WolA= MAF HEE e &
e Helrt ol 2 Sof 9 wsof tigh FaE AR ol A Eddle
AR= g Sejuets odso] Sof ¥ ws Hed dwsict 2y &b S4F
ol 4% 7IXt Aol HHEE7| wzolrh. Ty fEluRhe o9 weEo]
7] ol o489 AAIgE 7S OECD B+t o827 ol& FALYE
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Seluket o9 AAIRERTHEC] 2016 SRt 10%p FE okl A5
oF 20099t 1§ o] gt FEO kEEe] FrtE FREE At e A
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# Eole S AAVIEES baseline Alu2] o Hs 201655 2025d7H4] 10
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(Figure 11) Labor Force Participation Rate of Korea and OECD Country
by Gender and Age Group
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(Figure 12) Labor Income and Consumption Age Profiles for Korea and
High Income Countries
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Sources: Lee (2016)
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(Figure 13) Changes of Migrant Ratio and Elderly Dependency Ratio from
1990 to 2015
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(Figure 14) Expected Effect of Comprehensive Countermeasures for
Population Aging
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The Effect of Population Aging on Growth
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Population aging has a profound influence on the overall economic variables, such
as inflation, current account and public finance, as well as economic growth.
However, more specifically, how and to what extent population aging affects
economy is considerably influenced by economic system, agents’ behaviour, and
policy maker’s policies. Thus, the effect of population aging will be determined
by our responses to the challenges. This paper estimates the effect of population
aging on economic growth based on a simple growth accounting model, reflecting
the demographic projection released by the National Statistics Office. The result
shows that the economic growth rate of Korea is estimated to gradually decline
from 3.9% (2000 to 2015) to 1.9% (2016 to 2025) to 0.4% (2026 to 2035) on annual
average. However, if Korea implements comprehensive measures (e.g. extending
retirement age, encouraging women’s economic participation, along with improving
productivity and fertility rates) responding to population aging, the economic growth
rate is predicted to maintain around upper 2% in 10 years and around mid 1% in
20 years on annual average. Since the effect of population aging on economy may
be dramatically changed according to policy responses, comprehensive measures
should be set up at the national level to reduce the speed of population aging and

to alleviate negative effects, followed by more detailed action plans in each sector.
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