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The effect of elderly employment policy on youth and prime-age employment
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The Japanese government has increased pensionable age and implemented policies to
keep elderly workers in the labor market longer to bolster the public pension system. These policies have
raised concern about whether elderly employment negatively influences youth employment. On the other
hand, elderly people would be able to keep their health by continuing to work.

We obtained the following two empirical results. First, we investigated the effect of elderly employment
on youth employment as well as graduates’ subsequent income. The estimation results revealed that
elderly employment had increased the probability of new graduates failing to find a full-time job and
decreased their future income by 7-8%. Second, we examined the effect of mandatory retirement on mental
health of elderlies. As a result of the estimation, we found negative effect of mandatory retirement.
However, mandatory retirement did not affect elderly’ s mental health immediately, but affected with time
lag.
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Second stage (Dependent: log of annual income) Coef. SE
Not full-time after graduation -0.0714 0.0344 "
Employment type (ref: Full-time)
Part-time -0.7123 0.0157 ™
Temporary -0.6668 0.0121 "
Dispatched -0.3726 0.0152 "
Contract -0.3192 0.0008 "
Entrusted -0.4058 0.0279 ™
Other -0.5140 0.0219 ™
Execytive 0.2587 0.0080
Not full-time after graduation # Employment type
Part-time 0.004 0.0184
Temporary -0.0731 0.0137 ™"
Dispatched -0.0197 0.0192
Contract -0.0029 0.0121
Entrusted 0.0201 0.0349
Other -0.1146 0.0244 """
Executive 0.0048 0.0106
Constant 5.5414 0.0286 ™"
Control variables
Age Yes
Experience Yes
Education Yes
Marital Status Yes
Industry Yes
Occupation Yes
Frm size Yes
Average treatment effect -0.0753 0.0344 ™
Average treatment effect on the treated -0.0798 0.0344 "
First stage (Dependent: Not full-time after graduation)
Elderly employment ratio 0.0210 0.0013 ™
Job opening ratio -0.2701 0.0138 "
Age at graduation 0.0204 0.0031 "
Education (ref: High school)
Primary orjunior high school 1.2927 0.0223 "
Professional training -0.1380 0.0155 "
Junior college -0.2285 0.0202 "
College or univesity -0.2934 0.0157 ™
Graduate -0.5859 0.0292 ™"
Constant -0.7391 0.0627
p 0.0402 0.0210
N 131016
Significance level p<0.001, B p<0.01, “ p<0.05.
2 2
2
2
2

2
Ref.
0.143 0.167
0.179 0.193
0.327 0173 "
0.008 0.129
100 -0.051 0.028 "
0.071 0.030
1 -5 0.418 0.067 "
1 -5 0.086 0.066
-0.009 0.059
2 -16 -0.057 0019 ™"
Ref:Wave 1
Wave 2 0.059 0.140
Wave 3 -0.179 0.163
Wave 4 -0.208 0.186
Wave 5 -0.442 0217
-2.165 2.064
-439.9
63.78 "
200/49
Vs 4964 7"
VS 5.42

***: p<0.01, **: p<0.05, *: p<0.1
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