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Crowding-in Effect of Delayed Retirement on Youth Employment

LIU Feng-qin', WANG Mei-tian', BI Lei’

(1. The School of Economics, Dongbei University of Finance & Economics, Dalian 116025, China; 2. Institute of
Advanced Studies in Humanities and Social Sciences, Beijing Normal University at Zhuhai, Zhuhai 519087, China)

Summary: The demographic structure plays an important role in China’ s economic development, and the population
ageing and insufficient labor supply posed challenges to China’ s economic growth. As an important policy to improve
China’ s demographic structure, whether delayed retirement will have a crowding-out effect on youth employment is to be
tested. Most of existing studies use the nominal old-age dependency ratio to measure China’s demographic situation, or only
discuss the direct impact of delayed retirement on youth employment, without exploring its internal mechanism. This paper
replaces the traditional nominal old-age dependency ratio with the practical old-age dependency ratio that can portray
China’s demographic structure more accurately.

The paper uses the micro-subsample data of one-percent national sample census in 2005 and national census in 2010
to examine the impact of delayed retirement on youth employment and its mechanism at the city level. This paper finds that
rather than crowding out youth employment, delayed retirement has a crowding-in effect on it, and the conclusion still holds
after endogeneity treatment and a series of robustness tests. This paper finds that compared with young men, delayed
retirement has a weaker promotion effect on young women’ s employment, which is in line with the theory of comparative
advantage of household production. Also, because of the different demands for talents in various industries, delayed
retirement of elderly people with high education can promote the employment of young people with high education, delayed
retirement of elderly people with low education can promote the employment of young people with low education. Further
analyses show that delayed retirement can promote youth employment by lowering the practical old-age dependency ratio,
and the economic development can moderate the impact of delayed retirement on youth employment.

Compared with existing literature, this paper has the following contributions. On the one hand, this paper puts forward
two ways in which delayed retirement affects youth employment. First, delayed retirement can increase effective labor
supply, drive economic development, and promote youth employment. Second, delayed retirement can improve the
demographic structure, reduce the practical old-age dependency ratio, increase the direct and induced demand for labor in
enterprises, and promote the youth employment. On the other hand, to describe China’ s population structure more
accurately, this paper replaces the traditional nominal old-age dependency ratio with the practical old-age dependency ratio
that can measure China’ s social pension burden more accurately and then studies the internal mechanism of the impact of
delayed retirement on youth employment.

The paper supports the retirement policy and believes that the gradual and flexible delayed retirement policy should
be accelerated. At the same time, at the stage of three-child policy, the government should pay attention to the needs of
young families, adjust other policies and increase the supply of public resources for children, so as to achieve higher-quality
and fuller employment and ensure people’s access to childcare.

Key words: delayed retirement; youth employment; demographic structure; practical old-age dependency ratio
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