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INTRODUCTION

Population aging used to be a demographic phenomenon exclusive to
advanced economies. It followed a well-accepted pattern. Protracted
periods of economic growth allowed advanced, but aging societies

to accumulate national wealth and personal savings simultaneously.
Public programs were established to provide an ecosystem of
health-care services and social protection schemes to meet the basic
needs of their citizens during their working lives and retirement.

Today’s global demographic trends have broken away from these
historical norms. Now, emerging economies are also seeing their
populations aging, defined as the share of its population aged 65
and above totaling 7 percent or more of its total population. In
many respects, their aging experience is similar to that of advanced
economies. Life expectancies in both groups have increased, largely
due to improvements in nutrition, sanitation, and health care.
Fertility rates have declined as women have delayed marriage and
childbearing to seek opportunities in education and the work force.
Together, these social trends have shifted the demographic trends
from one of high mortality and high fertility, to one of low mortality
and low fertility —the perfect conditions for population aging.

But there are marked differences in the way this demographic
transition is taking place in emerging economies. Whereas in
advanced economies, mortality rates tended to fall before fertility
rates fell, in today’s emerging economies, mortality rates and fertility
rates have fallen almost simultaneously, or at least with less of a
delay, before settling at low rates overall.

This will be the new normal: population aging occurring at a faster
pace than in the past. It will present broad economic and social
challenges, from the size of the labor markets to the size and
configuration of families. Aging populations are seen as a growing
fiscal burden; the IMF estimated that aggregate public expenditures
for health care and pensions are forecasted to increase to over 20
percent of GDP for advanced economies and to 10 percent of GDP for
emerging economies.’

This growing aging cohort, projected to reach 1.6 billion globally, and
956 million in Asia alone by 2050, presents tremendous challenges
for policy makers. But it also contains huge potential value to the
economy, to societies, and to businesses. With their deep knowledge,
expertise, wisdom, and desire to remain productive and engaged

in their families, communities, and workplaces, people over 65 can
provide a longevity dividend that will help drive economic and social
growth into the future.



Figure 1: The World’s Share of Older Adults Is Increasing
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AGING SERIES MOTIVATION

Tapping into this longevity dividend will require large social,
economic, and institutional reforms. Above all, it requires turning the
conversation away from viewing the aging cohort purely in terms of
the financial costs of their health care, social services, specialty care,
and pensions, to viewing them as valuable human capital assets and
large business markets.

Redefining this conversation starts with business leaders and
policymakers moving away from framing population aging in alarmist
terms, like tsunami, crisis, burden, and time bomb, words that
dominate the mainstream discussions. A 2013 Pew Research Center
survey asked members of the public from countries around the world
how they viewed population aging. The top three countries that
viewed aging as a major problem were in East Asia: Japan (87 percent
of respondents), South Korea (79 percent), and China (67 percent). In
fourth was Germany (55 percent), Europe’s oldest country.?

But across the world, these attitudes are changing. In Phase 1 of

our series on aging, we highlighted three institutions that have
recognized and sought to capture the value of aging adults when
they remain healthy and empowered to pursue purposeful activities.*



We pursued three objectives in our first report. First, we wanted to
raise awareness and reverse the ageist attitudes that, consciously

or subconsciously, institutionalize the exclusion of older adults from
social participation. These attitudes propagate a “cult of youth” that
discriminates against the elderly in human resources policies and
hiring practices, public spending priorities, and mandatory retirement
ages, to name a few.®> Even worse, many older adults internalize
these attitudes and leave the work force and other activities to make
way for younger individuals.

Second, we encouraged older adults to pursue purposeful activities,
however they define them. A greater number of older adults are
foregoing traditional retirement experiences in place of activities that
provide a greater sense of meaning. This is beneficial for everyone; it
benefits older adults by promoting psychological and physical well-
being and it benefits communities and the economy through their
employment and their active and productive social engagement.

Our third objective was to show that institutions that provide an
age-friendly and enabling environment can reap tremendous
benefits from the wealth of knowledge and experience that older,
more experienced adults offer. Moving forward, decisions about
the inclusion or exclusion of the elderly will be paramount in the
continued vibrancy and development of societies around the world.

Following the release of our first report, the Milken Institute engaged
with private and public sector experts, practitioners, and thought
leaders at the annual Aging Roundtable in Singapore and in other
forums in Asia to discuss the state of aging in the region. These
discussions laid the foundation for this second piece in our aging
series and helped identify the unique cultural and social elements of
the aging experience among Asia’s aging cohort.

“A greater number of older adults are foregoing traditional
retirement experiences in place of activities that provide a
greater sense of meaning.”



TOWARDS SUCCESSFUL AGING

Changing hearts and minds away from ageist attitudes will require
realigning social attitudes with the reality that today’s older adults are
healthier, more active, and more enthusiastic than earlier generations
about remaining productive members of society. It requires
championing the abilities older adults and advocating for more
inclusive and age-friendly environments. It also requires building an
environment that enables older adults to remain engaged, active, and
productive in society. There are tremendous upsides to aging that are
hiding in plain sight and leveraging them requires new policies and
new ideas.

Successful aging begins by getting the basics right: improving health
care, its affordability and accessibility, improving mobility, and
expanding social and professional opportunities. Meeting these basic
needs and building robust age-friendly environments empowers them
to be a driving force for economic growth and social development.

This is as true in the East as it is in the West, in both emerging and
advanced economies. In this report, we focus on the aging experience
in East and Southeast Asia (hereafter, Asia, unless specified). In pace
and in magnitude, the demographic trends under way throughout the
region have never been seen before. While the cultural, economic,
and social contexts differ vastly throughout the region, these
differences provide a fertile proving ground for a variety of innovative
solutions adapted to suit the region’s varied social and cultural
landscape.






Rapid economic growth in the second half of the 20th century was
the catalyst for tremendous social and cultural change in Asia.
Greater prosperity, improved health, and better human capital had
the inevitable social outcome of catalyzing the “Westernization”

of Asia: individualism, urbanization, independence, and greater
individual freedom.The most notable consequences of these changes
has been the decline in fertility rates and smaller family sizes.
What distinguishes the Asian experience of these trends is that the
development to low fertility rates and small family sizes has been
pushed by much faster economic growth, causing the social and
cultural changes to occur much more quickly. This in turn has had a
powerful impact on the family unit and has fundamentally changed
the aging experience for Asia’s over-65 cohort.

SUNRISE: THE ERA OF GROWTH

In the decades following World War |l, Asia experienced tremendous
economic growth and social modernization, bringing new educational
and employment opportunities that lifted the incomes and living
standards of millions of people. It improved health outcomes,
reduced the incidence of communicable diseases, and extended life
expectancy. Increased prosperity provided governments with more
revenue to build human capital, develop industries, and provide
social protection programs. But this economic growth has also had
a significant impact on Asia’s deep-seated cultural expectations
surrounding the traditional family unit, setting the stage for a new
aging experience.

Asia’s postwar economic growth blossomed in Japan in the late
1950s, followed closely by the “AsianTigers” of South Korea, Hong
Kong, Singapore, and Taiwan. Under the strong guiding hand of the
central government, Japan implemented a combination of industrial
policies and financial regulations designed to boost domestic savings,
build human capital, and invest in domestic industries—a model later
successfully adapted by Korea.? By the late 1960s, Japan had become
one of the world’s most successful economies, and by 1980, it had
become the world’s second largest economy.’

This “Asian Miracle” development model then became the
developmental prototype for the tiger economies of Singapore, Hong
Kong, and Taiwan. But there was a difference: these countries, by
adapting even more effective policies and practices, advanced their
economies with even greater speed in a much shorter timeframe.
Similarly, China protected domestic markets and heavily invested in
physical and human capital before opening up to foreign investments
and global markets in the late 1970s, quickly becoming the world’s
largest manufacturing hub and one of the fastest growing economies.
With its effective centrally planned structure and stronger focus on
growth, China has become the “new miracle” economy of Asia in the
last 30 years.



This overwhelming focus on rapid economic growth resulted in
uneven development across many facets of society. Despite lifting
many people out of poverty, this new wealth has left many behind
due to inequitable distribution of welfare benefits and health
infrastructure. China is not alone in this experience. Indeed, the
negative consequences of high growth in such a short period of time
have also been seen in emerging economies, like Thailand, Malaysia,
and Vietnam, as well as in advanced economies like South Korea.

Figure 2: Per Capita Economic Growth in Asia
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The tremendous speed and magnitude of Asia’s economic growth
had a significant impact on the aging experience. It differed in three
ways from historical aging trends of advanced economies: the speed
of population aging, the economic stage of development at which
population aging was occurring, and the sheer numbers of adults
continually moving into the aging cohort.

First, the region’s population aging is happening much faster than
advanced economies (Table 1).To put into historical context, it took
the United States 69 years for its elderly population to double from
7 percent of its total population (at which point the population is
considered “aging”) to 14 percent (at which point it is considered
“aged”). It took France over a century, 115 years, for the share of its
elderly population to double from 7 percent to 14 percent.®®

Asia has been a very different story. It Japan it took just 26 years for
the share of its elderly population to double from 7 percent to 14
percent. Estimates show that Korea hit the 14 percent threshold 18
years after passing the 7 percent mark. China’s current demographic
trends would have its share of elderly population reach 14 percent
just 22 years since crossing the aging threshold of 7 percent.™

Table 1: Population Aging in Asia Is Much Faster than Historical Trends

Years for elderly population to Years for elderly population to

Countries double from 7% to 14% double from 14% to 20%
France 115 41*
United States 69 16*
Germany 40 40*
Japan 26 12
South Korea 18 9*
China 22* 9*
Malaysia 24* 14*%
Thailand 20* 9*
Vietnam 18* 14*

Source: UN Population Data (Projections at medium variant)



Second, Asia’s aging experience has deviated from historical trends
in that, historically, population aging has occurred only after a
country has reached high per capita income status. In Asia, however,
the emerging economies are growing old before getting rich, as
measured by lower per capita income levels in proportion to the
size of the elderly population (Figure 3). For example, when the size
of Japan and South Korea’s elderly population reached 7 percent

of the total population, income per capita was about US$18,000

and US$14,000 respectively. In comparison, when China’s elderly
population reached 7 percent of total population, its income per capita
was only US$1,700.

Figure 3: Emerging Asia Is Getting Old Before Getting Rich
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This phenomenon of getting old before getting rich poses a challenge
for continued economic growth. Traditionally, economic growth
depends on inputs of labor (the supply and quality of workers)

and capital (infrastructure and technology accumulation). When
population aging occurs at lower stages of economic development,
the elderly population grows relative to the size of the labor supply.
Emerging economies find it fiscally challenging to invest in capital
and technology while providing social protection programs for the
growing number of older adults. Either by perception or reality, the
greater the size of an emerging economies’ aging cohort relative to its
general work force, the greater the constraint on growth.

Third, Asia’s aging experience is unique because of the sheer volume
of adults that will continue to move into aging cohorts. It is estimated
that in Asia, 956 million people will be aged 65 and above by 2050. In
a distant second, Europe’s elderly population will number 195 million.
China and India alone will have 371 million and 234 million older
adults, respectively. Overall, Asia’s elderly population will account
for 61 percent of the world’s elderly population by 2050, up from 54
percent in 2015 (Table 2).

Asia’s experience has pushed population aging into uncharted
territory, and more regions around the world are experiencing the
same trends: rapid population aging, aging at a lower stage of
economic development, and increasingly large numbers of older
adults. This will be the new normal for other regions moving forward.

Table 2: Asia Will Continue to Have the Largest Number and Largest Share of the World's

Elderly Population

1960 2000 2015 2030 2050

Asia® Millions 61.2 213.5 330.5 579.4 956.2
% global pop 40.6% 51.0% 54.4% 58.2% 61.3%

Europe Millions 53.1 106.9 129.8 169.4 194.9
% global pop 35.3% 25.5% 21.3% 17.0% 12.5%

North America Millions 18.4 38.7 53.4 83.1 98.1
% global pop 12.2% 9.2% 8.8% 8.4% 6.29%
Latin American Millions 8.1 29.4 48.3 86.6 153.2
and Carribean % global pop 5.4% 7.0% 7.9% 8.7% 9.8%
Africa Millions 8.8 274 41.5 69.1 146.2

% global pop 5.8% 6.5% 6.8% 6.9% 9.4%

Oceania Millions 1.2 3.1 4.7 7.4 10.3
% global pop 0.8% 0.7% 0.8% 0.7% 0.7%

Source: UN Population Data

@ Refers to all of Asia as defined by the UN Population Data



SOCIAL DISRUPTION AND
CULTURAL CHANGE

Economic growth in the context of population aging has proved to
be a double-edged sword. On one hand, economic growth provided
the resources to raise living standards, increase wages, improve
health outcomes, and broaden access to educational, professional,
and social services for citizens. On the other, rapid economic growth
disrupted Asia’s deep-seated cultural expectations, traditional
values, and social norms underpinning the aging experience and
intergenerational old-age support.

These new economic opportunities in Asia’s rapidly evolving
industrialization changed the social fabric in three ways. First, it
lowered fertility rates as an ever-increasing share of women chose to
delay marriage and family formation to pursue higher education and
employment. Second, these education and job opportunities pulled
large numbers of people out of rural areas and into urban centers,
separating adult children from parents and changing family structures
and challenging traditional intergenerational support mechanisms.
Third, improvements in health care and nutrition increased life
expectancy and decreased morbidity, redefining traditional lifecycles
of older adults.

WOMEN IN EDUCATION AND JOBS

As economies grew, so did the demand for more, and increasingly
skilled, labor. The opportunities to reap economic benefits from the
market economy drew many people into higher education and into
the labor force. This had the largest impact on female education
and female labor force participation rates. Participation in the
market economy provided women greater financial independence,
decreasing the likelihood that they would get married and have
children at a younger age than in previous generations.

In Asia, women with university degrees were the least likely to get
married as compared to women with only a high school degree or
less." As more women entered higher education, the rates of non-
marriage and the average age of first marriage significantly increased
over time. Naturally, fertility rates dropped. As marriage is still viewed
as the sacrosanct precondition for family formation in these countries,
delaying marriage reduces the number of years for childbearing.



Table 3: Marriage and Fertility Rates Among Asia’s WWomen

Percent never

married
(Females aged
30-34)
1970 2010
China 1.0 5.0
=20 70 325
South Korea 1.0 28.5
Malaysia
Singapore
Thailand 75 24.0
Vietnam
Notes
Source Asia Research

Institute, NUS"®

Average age at first
marriage (Female)

1970

24.7

23.3

22.1

24.2

22.0

2000

23.3

28.6

27.1

25.1

26.5

241

23.3

2015

29.42

29.96"

28.2™

World Bank Data'®

1950

6.1

3.0

5.1

6.2

6.6

6.1

5.4

Total fertility rate
(Children per woman)

1970

4.9*%

2.1

4.3

4.6

2.8

5.1

6.3

2000

1.5

1.4

1.5

3.2

1.6

1.8

2.3

2015

1.6

1.4

1.3

1.9

1.2

1.5

1.9

*China’s One-Child Policy was

implemented in 1979

UN Population Data

Source: Asia Research Institute, NUS, World Bank Data, UN Population Data, and Milken Institute.
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Table 4: Female Participation in Education and the Labor Force

Female tertiary school
enrollment
(% gross)

Female workers
per 1,000 male workers

1980 2000% 2015* 2003 2015
China 0.5 14.1 473 800 772
Japan 20.7 44.8 60.9 676 740

South Korea 6.0 59.0 81.2 644 698

Malaysia 3.1 26.5 31.8 518 649
Singapore 6.3 . 70.8 668 781
Thailand 4.4 38.3 57.3 861 843
Vietnam 1.2% 8.0 28.9 939 951

Source: World Bank Data and International Labor Organization
*or closest year

URBANIZATION

Urbanization is a symbol as well as a driver of Asia’s economic
prosperity. Industrialization and economic development drew large
numbers of people from rural areas into cities. In 1950, Asia’s urban
population accounted for only 17 percent of the total population.

By 2000, over 35 percent of Asia’s population lived in urban areas.

By 2015, close to 50 percent were living in urban centers, with even
greater urbanization in Asia’s advanced economies—in Japan, over 90
percent of the population live in urban centers, and in South Korea,
over 80 percent do."



Table 5: Percentage of Asia’s Population Living in an Urban Area

China
Japan
South Korea
Malaysia
Thailand

Vietham

1960 1980 2000 2015 2030 2050
16.2 19.4 35.9 55.6 68.7 75.8
63.3 76.2 78.7 93.56 96.9 97.7
27.7 56.7 79.6 82.5 84.5 87.6
26.6 42.0 62.0 74.7 81.9 85.9
19.7 26.8 314 50.4 63.9 71.8
14.7 19.3 24.4 33.6 43.0 53.8

Source: UN Population Data (Projections at medium variant)

Rapid urbanization has had two social consequences. First, the
migration of adult children away from their aging parents, who
remained in rural areas, changed the dynamics of intergenerational
old-age support on which older adults had relied for generations. In
Japan, for example, the percentage of elderly living with children
dropped from 80 percent in 1950 to 50 percent by 1990. In Korea, the
percentage of elderly living with children dropped from 78 percent in
1984 to 47 percent in 1994. Overall in Asia, the share of elderly living
with children dropped from 75 percent in 1980 to 66 percent by 1990."

Second, the young workers who moved into urban areas early in the
country’s postwar development and helped push up overall economic
growth are now finding themselves aging in an environment without
adequate financial, social, and health-care support. Many find
themselves crowded out of the labor force by institutional policies
that favor younger workers and effectively bar them from attaining
financial self-sufficiency and meaningful social participation.

THE OLD-AGE LIFECYCLE

Third, economic growth has brought with it significant improvements
in health outcomes, which have increased life expectancies (Table

6) and reduced the number of functional years lost to debilitating
illness. As a result, aging adults have more active years compared to
previous generations. But with government and institutional policies
heavily favoring the participation of younger people, many in these
aging cohorts have been left without meaningful social engagement
or adequate financial resources to pay for their health care and basic
expenses. They are living longer, but not provided with much support
to be productive members of society.



Table 6: Average Life Expectancy (in Years) Beyond Age 65

1960 2015 2030 2050

China 8.7 16.1 17.6 19.7
Japan 13.2 22.1 23.6 25.5
South Korea 12.1 20.6 22.4 25.6
Malaysia 12.1 16.3 17.7 19.7
Singapore 12.1 21.0 22.8 24.9
Thailand 13.7 18.4 19.7 214
Vietnam 13.2 19.1 20.5 22.4

Source: UN Population Data

Together, these social shifts—new economic opportunities, increased
urbanization, and longer life expectancy—have led to smaller

family sizes, greater generational separation, and increased reliance
on public and private services. As a result, these nations’ aging
populations face significant challenges in accessing health-care
services, finding caregivers, and obtaining the other long-term care
resources they need as they age. Part 3 of this report dives into the
range of unmet needs created by these social shifts, specifically on
the aging experiences of older adults in South Korea, China, Thailand,
Malaysia, and Vietnam. Taken together, these countries represent a
wide spectrum of economic, social, and demographic characteristics.
They offer valuable lessons on how to reframe the cultural mindset
from one that views these aging cohorts as expensive burdens to one
that sees them as important social and economic assets.
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This period of rapid growth and social development left in its

wake a dramatically different aging experience. For generations,
intergenerational co-residence and family support formed the bedrock
of long-term care for aging adults. The daily support that aging
parents provided their adult children and their families allowed them
to remain relevant and active. Adult children, meanwhile, benefited
from their parents’ engagement, while fulfilling their filial obligations
to support them.

But these support mechanisms drastically changed as children moved
away from parents and had smaller families than had been the

norm. Likewise, today’s aging cohort are the men and women who,
having pursued careers and economic opportunities, find themselves
retired, aging alone, with their countries’ social protection programs
unprepared to meet their long-term needs.

The cultural perceptions of who should care for the elderly have also
changed. Across Asia, a growing number of residents feel that the
government should be the primary provider of support and personal
care to older adults, rather than family members.™
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Part 3 examines how this rapid economic and social transformation
has disrupted traditional support mechanisms and left institutions
inadequately prepared to provide old-age support. We examine the
well-being of older adults in South Korea, China, Thailand, Malaysia,
and Vietnam, with the aim of determining their critical needs, the
steps their governments have taken to provide support, and to what
degree they have been successful.

We chose these countries because each has experienced aging

under distinct economic, social, cultural, and institutional conditions.
South Korea is a highly industrialized and rapidly aging economy,
but one in which social forces have excluded many older adults

from culturally meaningful participation in the economy. China is a
country that must balance its drive for higher-quality growth while
filling the support gaps for its rapidly expanding elderly population
across vastly diverse economic and geographic landscapes. Thailand
is a fast-growing emerging market and an early implementer of
universal social insurance, but it has significant coverage gaps
among informal and seasonal workers in its large agricultural sector.
Malaysia is the youngest country among the five, and its government
has built a robust health care system and social assistance network
for elderly citizens. Finally, Vietham is one of the world’s fastest aging
economies, but GDP per capita remains low while the economy
struggles to enter higher-value markets, factors that limit the revenue
available for age-related expenditures.

Table 7: Health Spending and Infrastructure Indicators

Public health Health spending Hospitals Beds per Doctors
spending (% GDP) (per capita, current per 10,000/ per
US$) 100,000/ persons 10,000/
persons persons
1995 2014 1995 2014 2013* 2010* 2013*
China 1.78 3.10 21.0 419.7 . 42 14.9
Korea 1.38 3.99 458.9 2060.3 3.4 103 21.4
Malaysia 1.67 2.30 1270 455.8 0.5 18 12
Thailand 1.97 5.62 108.9 360.4 1.8 21 3.9
Vietnam 1.76 3.82 14.3 142.4 . 31 11.9

Sources: World Bank Indicators and World Health Organization %°
*or most recent year



These countries also have much in common with one another. The
elderly in these countries want to remain relevant and engaged in
their families and in society and to maintain their sense of self-worth
and identity. All countries have a rich and deep culture of filial piety,
but all have experienced a decline in family support for its elderly. A
large number of residents feel that the responsibility for elder care
now rests with the government. All have seen a marked change in
elderly living arrangements—away from traditional multigenerational
households towards smaller families and single-generation
households. All have experienced reduction in infectious diseases and
a rise of chronic and non-communicable diseases, which may protract
and increase the costs of long-term health care. Finally, all remain
unprepared to meet the needs of its older adults.

“This period of rapid growth and social development left
in its wake a dramatically different aging experience. For
generations, intergenerational co-residence and family
support formed the bedrock of long-term care for aging adults.”

In Part 3, we distill the challenges that today’s aging adults are
experiencing and the key concerns that must be addressed moving
forward. We look at what these governments have committed to and
implemented to meet their needs and how they are preparing for the
future.

Figure 4: Percentage Share of Elderly Population (65+) to Total Population
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SOUTH KOREA

KEY POINTS

Korea’s elderly poverty rate of 50 percent is the
highest among all advanced economies.

Elderly suicide rates are one of the highest in the
world, exacerbated by several risk factors including
poverty, social isolation, depression, and other mental
ilinesses.

Demand-side economics spurred the development
of a large private sector in health-care services, but
increasing costs may exclude many from using these
services.

Spurred by state-guided industrial and financial policies that protected
domestic industries and incentivized exports, South Korea's economy
grew rapidly in the decades following World War Il, with the growth
rate averaging 8.5 percent annually from the 1960s to the 1990s.2' This
economic growth also pushed per capita income into high-income
levels in the 1990s, making it one of three countries in Asia (Japan
and Singapore being the other two) to reach high-income per capita
levels before its population crossed the 7 percent aging threshold.
Today, Korea is one of Asia’s wealthiest economies, measured both in
aggregate and in per capita terms.

Though Korea grew rich quickly, many of its elderly left the labor
force at a time when formal old-age pension programs were
underdeveloped and find themselves today without adequate
financial support. A 2014 OECD study reported that half of the
country’s elderly, those aged 65 and above, fell at or below the
poverty line.” This is well above the OECD average of 12 percent and
well above Japan's 20 percent poverty rate.?? 2

During the years of rapid economic growth, the government tried
to keep social protection policies straightforward. It implemented

bThe OECD poverty line is defined as “half the median household income of the total population.”
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universal health coverage and universal pensions in the late 1980s,
with the goals of good health outcomes throughout life and adequate
financial support in retirement. But by most accounts, Korea was

late in implementing more wide-covering social policies. In 1976, it
implemented a mandatory, contributions-based national medical
insurance program, which heavily targeted formal-sector employees
but excluded the self-employed and unemployed.?

In 1989 universal health coverage was provided to all citizens under
varying forms of public health insurance, all of which were merged
to become the single insurer system called the National Health
Insurance (NHI) in 2004. Today, the program covers an estimated

97 percent of the population, with the remaining 3 percent, those
considered the most vulnerable, covered under the means-tested
Medical Aid Program.?

Complementing this insurance program was a largely private sector-
driven health care ecosystem. While some governments use public
funds to finance both public health insurance and the physical
infrastructure and human capital of health care delivery, the Korean
government left service provision to market forces. As a result, an
estimated 94 percent of all facilities are privately owned, providing
88 percent all hospital beds.?® Between public and private hospitals,
there are a total of 103 hospital beds per 10,000 people, almost triple
the OECD average of 37.2

Korea has done well in putting the basic health infrastructure and
services in place. Total health-care expenditures amount to 7.4 percent
of GDP, and, while this is lower than the OECD average of 12.3
percent, it spends a sizeable 34.4 percent of all public health-care
expenditures on the elderly.?® Cognizant of the growing health-care
expenses of older adults, the government introduced a long-term care
insurance program in 2008 when the share of its elderly population
was only 10 percent, which complemented the NHI by financing
institutional and community-based social services.?

To provide a stable source of funds for individuals to pay these
services, the government in 1986 implemented a national pension
scheme (NPS) for formal sector workers, funded by mandatory
contributions by employers and employees. It expanded this program
universally to the working population (aged 18-59) in 1999. But similar
to the NHI, late universal roll-out and program exclusion left large
coverage gaps among those who needed it; eligibility depended

on contribution, which depended on formal sector employment.

This excluded many older adults in low-wage and informal sector
jobs, including temporary day laborers, homemakers, and those not
working.?’

Korea’s universal health insurance and universal public pension
programs are admirable achievements, but the fact that half of all
elderly find themselves at or below the poverty line shows that
significant gaps remain.



The dominance of the private sector in health care is a contributing
factor to financial hardships. Health insurance does not cover services
and treatments delivered by new technologies and medicines, and
coordination between the NHI and the long-term care insurance
programs is weak. This leads to inadequate health care delivery,

poor specialist care, and high out-of-pocket costs, which increase the
elderly’s vulnerability to financial shocks.?:2°

Similarly, pension coverage may be universal in principle, but in
practice, many remain uncovered or inadequately covered. Among
those who are covered, the NPS provides only one third of personal
income, not enough to cover even the basic cost of living. In Germany
and the Netherlands by comparison, pension benefits provide over 70
percent of income for older adults.?8 30

Family support for the aging provides little relief. A government
survey asking Koreans who should take care of the elderly shows
how drastically perceptions have changed. In 1998, 90 percent of
respondents indicated family should be the primary means of elderly
support, and 40 percent indicated it was the responsibility of sons
and their wives. By 2012, only 36 percent of respondents indicated
that family should be the primary means of support, and 6 percent
indicated it was the responsibility of sons and their wives.®’

Table 8: Elderly One-Person Households in South Korea

1980 2010

One-person households (%) 171 28.4

Source: Journal of Demographic Research 2
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Inadequate financial support from health care and pension programs
and the decline in family support have taken a psychological toll on
the elderly. A survey of elderly Koreans found that 46 percent had
light-to-severe depression. Social engagements were listed as an
important coping mechanism, but 36 percent reported having no one
on whom to rely.®® Suicide rates among the elderly have risen from 35
per 100,000 in 2000 to 82 per 100,000 people in 2010, compared to the
OECD average of 22 per 100,000.3*

Korea's elderly population was projected to cross the 14 percent
threshold before the end of 2017, reach 20 percent by 2026, and
number 12.5 million by 2030.3® As the government works towards
reducing the high incidence of poverty and suicide among aging
adults, it must recognize that many among these aging cohorts desire
to be engaged and productive members of society. Their desire to
remain relevant and self-sufficient provides an avenue by which
governments can leverage their abilities and capture the economic
and social benefits the aging cohort offers. The government must take
advantage of this good health and cultural desire to remain active to
provide purposeful activities. This will not only mitigate mental illness
and suicide among the elderly, but benefit the economy and society
as a whole.
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CHINA
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KEY POINTS

The sheer size of China’s growing elderly population
will impact every aspect of the country’s social fabric.

The large economic and social gaps between urban
and rural areas is creating vastly different aging
experiences.

The decline in family size and changing attitudes
towards intergenerational support will require the
government and other institutions to fill the gaps.

In four short decades, China transformed its economy from a state-
run, centrally planned system to a market-driven, state-guided
economy. With an average annual growth rate of 10 percent between
1980 and 2010, China has lifted more than 500 million people out of
poverty.®5 3 However, as its economy continues to expand, China’s
demographic shifts and rapidly aging society will present large
challenges for government planners. One yard stick to measure

their success will be to see if they are able to maintain growth and
prosperity, while providing adequate support to a growing aging
demographic. By sheer numbers, China has the world’s largest elderly
population—146 million adults aged 65 aged or over, comprising

9.6 percent of the country’s total population. This figure is expected
to increase to 371 million by mid-century, almost as large as the
estimated population of the United States in 2050.

While China’s overall economy has become the second largest in

the world,*® its per capita income remains at low levels relative

to the rapidly increasing size of its elderly population. By way of
comparison, when Japan'’s and Korea'’s elderly populations reached 10
percent, their per capita incomes stood at US$30,000 and US$20,000,
respectively. With China’s elderly population at nearly 10 percent, per
capita income is only US$6,500.
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One reason for persistently low GDP per capita levels is that China's
vast geography led to sharp disparities in economic and social
development between rural areas and urban centers. Ever since the
country adopted market reforms in the late 1970s and opened its
economy, China’s investment in health care infrastructure and social
insurance has taken a back seat to the development of its industrial
sector, especially along coastal urban centers. The urban-rural gap has
widened as these forces pull young men and women away from rural
areas into cities for educational and employment opportunities.

Market reforms in the late 1970s shifted the responsibility to provide
health care from the government to market forces. Pre-reforms,

the government maintained all hospitals, both in urban centers

and rural areas. After the reforms, many of those institutions lost
government funding and didn’t survive the push towards privatization
and industrialization. The reduction of government funding meant
hospitals had to rely almost exclusively on patient fees to run
operations, turning many into for-profit entities and making health
care unaffordable for many people.*®

It took several decades for the government to address these

service and financing disruptions. In 2002, Beijing implemented

the New Rural Medical Scheme for its rural population, and in 2007,
the government implemented the Urban Resident Basic Medical
Insurance program for employees in the informal sector. Finally, in
2011, the government implemented the Social Insurance Law that
sought to address social insurance coverage gaps, especially among
rural residents, and to provide a stronger framework for a system
based more on contributions by employers and employees.*

But while these programs provide wide coverage, the benefits do not
pay for peripheral services like transportation. Data from the China
Health and Retirement Longitudinal (CHARL) study published in 2013
show that while a sizeable 94 percent of rural elderly are covered by
social health insurance, median out-of-pocket costs for in-patient care
for one year topped CNY2,400 (US$350).*' The average cost of one
hospital visit for the rural elderly was 1.3 times one’s annual income,
and major operations cost more than six times their average annual
income.*? The social insurance program for informal sector urban
workers also had high coverage, about 93 percent, but out-of-pocket
costs averaged CNY3,000 (US$442), an incredibly high amount.*'

With its vast geography, China’s spreads its relatively low budget
for public health care, estimated at 3.1 percent of GDP, very thinly.
Rural areas suffer from a deficit of health-care facilities and the long
distances required to reach treatment facilities increase non-medical
out-of-pocket expenses. Urban centers provide a majority of the
health care infrastructure and treatment facilities; most of China’s
42 hospital beds per 10,000 people are concentrated in urban areas,
well out of reach of rural residents. This increases the prevalence of
untreated illnesses, the risk of physical disability, and the long-term
costs to treat chronic illnesses. Urban centers also provide most of
the 3.15 million beds of the 40,000 elderly care facilities, about half as






many long-term care beds as in advanced economies. Approximately
2 percent of China’s elderly live in institutional facilities, compared to
4-8 percent in Western countries.*®

The concentration of health care infrastructure and care facilities in
urban areas for the elderly severely disadvantages the estimated 80
million older adults, 60 percent of China’s elderly population, who
reside in rural areas.**The CHARL study findings also showed that 65
percent of rural elderly fall at or below the defined rural poverty line
of CNY2,433 (US$385) per year. Even after accounting for the pooling
of household income and other income transfers, 37-40 percent of
rural elderly live at or below the poverty line.*

On the other hand, for the millions who moved into urban centers
early in China’s economic development and are now part of today’s
aging cohort, their aging experiences have been markedly different
from the experience of the elderly in rural areas. First, in the
government'’s attempt to mitigate overpopulation, it restricted family
formation to one child.This placed a significant financial burden on
couples, many of whom had to support two sets of parents while
possibly raising their own child, known as the 4-2-1 family structure.
Further down the road, that one child may have to support one set
of parents and two sets of grandparents, or potentially two sets of
parents and four sets of grandparents. Second, the rapidly expanding
economy provided women with greater opportunities to pursue
careers and delay or forego marriage, leaving this demographic with
reduced or no family support.

If public health insurance programs haven’t provided adequate
financial support to cover health-care costs, pension benefits have
done little to make up the difference. China’s current pension system
consists of the urban pension scheme, which covers formal sector
employees, the civil and public service pension system, which covers
civil servants, the civil and public service pension system, which
covers civil servants, and the rural pension system, which covers
rural residents.** The major shortcoming of the rural pension system,
under which many elderly fall, is that it is a voluntary contribution
program, which, for many elderly and informal sector workers, is a
heavy burden. While the system guarantees at least CNY55 per month
(US$9), it is hardly adequate for daily living expenses. In any case,
only 26 percent are covered under the rural pension scheme and

the median annual benefit is a meager CNY740 (US$117). Overall,

57 percent of the rural elderly are not covered under any pension
program.*'

In contrast, benefits provided by the urban pension scheme,
CNY1,200 (US$190) per year, are almost double that of rural pensions,
while the civil and public service pension pays CNY24,000 (US$3,800)
per year.That said, 29 percent of China’s elderly population fall at or
below the urban income poverty line of CNY3,200 (US$510) per year.*!

One reason for the growing number of urban elderly poor is that
their income declines sharply between the age of 50 and 60, due in



large part to relatively early mandatory retirement ages (about 55
for women and 60 for men), with the result that only 20 percent of
workers age 60 to 64 are still employed. While the urban pension
and health insurance schemes cover 84 percent and 92 percent of
the urban elderly, respectively, low benefits and large out-of-pocket
expenses leave many elderly vulnerable to extreme financial shocks
related to medical care.*'

Given the profound demographic changes under way in China, the
government cannot assume that traditional intergenerational support
alone will be sufficient to provide adequately for the long-term

care needs of older adults. To simply delegate it to families would
leave millions vulnerable to physical and psychological hardships.
Though the family remains the preferred choice as to who should be
responsible for providing the daily needs of the elderly, this long-held
point of view is changing.* Two factors are eroding this social norm.
First, government restrictions on family size have limited the number
of children available for old-age support. Second, the economic and
employment opportunities presented in urban areas disrupted the
traditional rural family unit.

Over 60 percent of China’s elderly do not live with their children,
and half of them do not receive income transfers from them.*'
According to a 2016 World Bank study, 60 percent of Chinese feel the
government should be responsible for providing income support

to older adults.?® In the longer term, as family support continues

to decline, the government may be required to provide more
institutional and community-based care services. For the moment,
only 17 percent of older adults indicated they preferred home and
community-based care, and just 8 percent preferred institutional care
for their long-term care arrangements,*® though this may change as
family support continues to drop.

The physical and psychological impacts of these social and financial
disruptions are already being felt. According to the CHARL study, 32
percent of China’s elderly self-reported that they suffered from poor
health and 38 percent reported having difficulty performing daily
physical activities.*' Of greater concern, similar to Korea’s elderly,
China’s elderly suffer from high suicide rates. As of 2014, China had
an estimated 34.5 elderly suicides per 100,000 people, accounting for
38-44 percent of suicide victims nationally. Suicide rates among older
men in rural areas were three to five times higher than their urban
counterparts.*”“ For both urban and rural elderly, the risk factors of
suicide and suicidal thoughts are deaths in the family, especially of

a spouse or child, family conflict, social isolation, chronic disease,
physical disability, and inability to perform daily living activities.*® 5051

There are promising signs, however.The Chinese government is
making progress towards providing greater coverage and benefits
for their elderly. The 2011 Social Insurance Law set the framework for
a contributions-based pension system for formal sector employees,
as well as social insurance for rural residents and non-salaried

urban sector workers.The law also provides a way to supplement



or subsidize contributions by low-income older adults. In 2015, the
government promised a basic pension for all employees, possibly

by merging existing programs. This would reduce the number of
people without coverage as well as improve the availability and
accessibility of benefits for migrant workers.?>*These positive steps
come none too soon.The size of China’s elderly population will only
continue to grow, as will the challenges of caring for them, unless the
groundwork for a more supportive aging environment is laid down
quickly.
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MALAYSIA

KEY POINTS

The government’s five-year national development
plans identified old-age empowerment, health, and
productivity when its aging population constituted
only 3.7 percent of its total population.

Long-term planning has helped build a robust health
care system that balances both private and public
sector provision of care.

Concerns about the availability and the quality of
health-care facilities and medical professionals will
challenge the government’s commitment to life-long
health and successful aging.

The size of Malaysia’s elderly population is comparatively small. At 6
percent of its total population, it's below Asia’s overall average of 7.5
percent.c But in the last four decades, the growth of Malaysia’s elderly
cohort has outpaced total population growth. Forecasts point to
increasingly rapid population aging, set to cross the 7 percent aging
threshold in 2020 and double to 14 percent just 24 years later.

Unlike Thailand, China, and Vietnam’s growth and aging trajectories,
Malaysia’s GDP per capita is likely to cross the high-income threshold
at about the same time that its elderly population crosses the 7
percent aging threshold. This follows the GDP per capita trajectories
of Japan and Korea relative to its elderly population. As Figure 2
above shows, Malaysia’s GDP per capita of US$10,800 lies between
Japan'’s per capita GDP of US$10,000 and Korea’s US$12,000, relative
to this stage of population aging.

Even with a relatively young population, the government, a federal
parliament, has been very intentional in its long-term policy planning.
As far back as 1995, when its elderly population accounted for a

¢ This refers to all of Asia as defined by UN Population Data
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miniscule 3.7 percent, it implemented the National Policy for Older
Persons, an inter-ministry drive to plan for a holistic, dignified

aging experience for older adults. It complemented this policy three
years later with its Plan for Action for the Older Persons. Both were
combined and updated in 2011, with a renewed commitment to
empower older adults to remain healthy, active, and independent.5* %

A major focus of these plans was to build a robust health care system
that is universally accessible to all citizens. Long-term planning
through the government’s five-year national development plans,
which it began in 1966, has provided a strong foundation for the
development of an increasingly comprehensive health care system.
Since the 1960s, the government has been building a network of
public primary care facilities, especially in rural areas. Like Thailand,
Malaysia was an early implementer of universal health coverage,
officially launched in 1980.% By the late 1980s, the government had
one primary health center for every 21,000 residents, a significant
improvement over the one center for every 638,000 residents two
decades earlier.?’

The government’s long-term planning efforts established a strong,
flexible foundation for a comprehensive health care system to
develop. For example, the government has allowed the private sector
to provide primary health-care facilities and services where there is
demand for them. As a result, the private sector currently dominates
in urban areas, accounting for 91 percent of the 4,529 urban clinics.
This is similar to Korea's health care ecosystem where the private
sector accounts for a majority of clinics in urban areas. At the same
time, the government has focused on increasing the availability of
public health facilities and services in rural areas, with the result that
64 percent of the 806 rural clinics are publicly run.®” Government data
shows that 65 percent of Malaysia’s elderly reside in urban areas, as
compared to 35 percent living in rural areas.®®

Despite these considerable achievements, if the Malaysian
government is to maintain its commitment to improve health-care
services and social programs as its elderly population grows, it must
address two shortfalls of the current system. First, the number of
facilities and medical professionals remains relatively low.There are
an estimated 0.5 hospitals per 100,000 people and 18 hospital beds
and 12 doctors per 10,000 people, more closely mirroring the profile
of a low-income country like Vietnam than a high-income country
like Korea (103 beds and 21.4 doctors per 10,000 people). Specific to
primary care, there are about 2.9 doctors for every 10,000 residents,
with an average of 1.2 doctors in rural areas and 3.6 in urban areas.
This is low compared to more developed primary health care
systems. Australia, in comparison, has 11.2 primary care doctors for
every 10,000 residents.%’

More generally, health-related spending should be increased to keep
pace with the growing numbers of elderly. In 2015, Malaysia spent an
estimated US$783 per elderly person when its total elderly population
made up 5.8 percent of its total population. This is lower than Korea



(13 percent elderly; US$4,023), Thailand (12 percent; US$1,235), and
China (9.6 percent; US$846).5° Malaysia spends only 2.3 percent of

its GDP on public health and only sets aside 0.9 percent of all social
protection expenditure for the elderly.®°This leaves a significant gap to
be covered by the elderly themselves and their families. For the whole
population, about 38 percent of total health expenditures are now
covered out-of-pocket.®

Second, the quality of health-care professionals and staff must be
improved. According to government statistics, the country added
almost 19,000 doctors and 24,000 nurses between 2010 and 2014.52
While this improved the ratio of doctors to population, it brings into
question the quality of practicing doctors, especially in the private
sector. Estimates show that only 7.6 percent of all primary care
doctors hold postgraduate qualifications and 39 percent of private
sector nursing aides are not certified. This could explain why an
estimated 80 percent of the population prefer public facilities for
primary care, and why people are less likely to recommend private
facilities for outpatient care.f® Without improvements to the quality
of health-care and medical professionals, the government may face
overcapacity concerns at its public clinics, or see a decline in the
use of health-care services, increasing the non-treatment and under-
treatment of illnesses.

Overall, progress in basic sanitation, hygiene, vaccinations, and
technology has steadily improved Malaysia’s health outcomes

and increased life expectancy. This has also pushed the country’s
epidemiological disease burden towards non-communicable diseases,
which today accounts for nine of the top 10 causes of death in
Malaysia.® % Among Malaysia’s elderly, 86 percent self-report their
health as poor on a range of physiological, cognitive, and other
indicators.®*The most common conditions among Malaysia’s rural
elderly were hypertension, bone and joint pains, gastric pain, poor
vision, and hearing problems.®® Among the urban population, the
most common chronic health problems were cardiovascular disease,
endocrine disorders, bone and joint pains, and urologic disorders.®’

Given the persistent nature of chronic illnesses, increases in disease
prevalence will increase the long-term costs for treatment and
long-term care. By most accounts, Malaysia’s long-term care sector
remains underdeveloped; the availability of care facilities and
specialized geriatric care in existing hospitals has not kept up with
demand. Institutional care also remains underdeveloped, providing
only 12 private nursing homes, three private hospices, and five
geriatric units with 150 beds, according to government statistics.%®

The Malaysian government has acknowledged it cannot fully rely on
family support and has committed to increasing the availability of
long-term care services and institutional care. Similar to East Asia’s
cultural expectation of filial duty, Malaysia’s tradition of balas-jasa
commits children to supporting elderly parents as a way to repay the
life-time of upbringing, and indeed, 80 percent of the elderly live with
direct family members (spouse or children). However, the attitudes of



most Malaysians as to who should provide income and personal care
to the elderly now skews towards the government.2Though cared for
by their children’s families, the elderly are provided little in the way of
stable income or long-term care.

Waning family support was reflected in a 2016 Malaysian Institute
of Economic Research study that found that 60 percent of the
elderly surveyed self-reported having no income.®® Half of all elderly
have an annual income between MYR0 and MYR2,100 (US$488).7°
Older women are especially vulnerable, many of whom served as
homemakers throughout their lives and have little savings and few
sources of financial support. The government provides a monthly
basic pension of MYR300 to the most vulnerable elderly, especially
with those with no children to receive support from, but this is not
enough to sustain daily living needs.?

One reason for the high prevalence of elderly poor is low formal
sector employment after the age of 55. In 2016, only 49 percent of
people between the ages of 55 and 64 were active in the labor force,
a decline from 51 percent in the previous year. Women's participation
in the labor force is markedly lower than men's: 32 percent compared
to 67 percent for males.”" This could be attributed to Malaysia’s
retirement age and eligibility for pensions beginning at age 60 for
both men and women. For those aged 60 and above, 17 percent
remain self-employed.”

This relatively early age for retirement and pension eligibility raises
another concern—inadequate savings in the country’s provident fund.
Estimates show that the average per retiree savings in the Employee
Provident Fund, MYR159,952 (US$41,000), only lasts about 15.6 years,
and that's assuming pensioners spend at the poverty income level

of about MYR930 (US$240) per month.”® However, an estimated 50
percent of pensioners depleted their funds within five years, and 70
percent within 10 years.™

Given the country’s increasing life expectancy, improving the labor
force participation rate of this 60-plus group will provide a steady
source of wealth accumulation for the later stages of life. The elderly
who are no longer capable of maintaining formal sector employment
will need medical treatment and long-term care that is more
accessible and more affordable. Ensuring that they do not fall through
the cracks requires both strengthening the support and resources for
families who remain primary caregivers, as well as investment in the
facilities, services, and caregivers for those who no longer have that
family support.



THAILAND

KEY POINTS

The economy grew rapidly in the three decades
before the Asian Financial Crisis and rebounded
relatively well afterwards. But, moving forward, the
continuing sizeable share of the agricultural sector to
GDP may depress growth and wages.

Thailand has implemented both universal health
insurance and universal basic pension, but benefits
are inadequate to pay for the treatment and
peripheral services needed to address the growing
burden of chronic disease.

Left untreated, these conditions lead to physical
disability, and with declining family support among
Thai families, alternative sources of financial and long-
term care will need to be improved.

Thailand is one of Asia’s emerging economies whose demography

is aging quickly without significant GDP per capita gains.The share

of its elderly population is approaching 11 percent but per capita
income remains at US$6,000, well behind Japan and Korea at similar
demographic characteristics. The country is experiencing relatively
strong economic growth, averaging b percent annually since the
Asian Financial Crisis (1997-2001). Wages, however, remain low, which
will impact the financing of health care and age-related long-term
care.

A large reason forThailand’s low wages is that a relatively large share
of its labor force, 40 percent, remains employed in the agricultural
sector (farming, hunting, fishing, forestry) even as the share of
agriculture in overall GDP has fallen from 22 percent in the 1960s

to 12 percent in 2014. By comparison, in advanced economies,
agriculture accounts for only 1-3 percent of GDP. This means that
much ofThailand’s workforce remains in agriculture at a time when
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a greater number might have transitioned into higher-value market
segments. However, the size of the labor force in manufacturing and
industry peaked at 16 percent (5.6 million workers) in 2005 and has
since stagnated at 14 percent. In spite of this, manufacturing and
industry as a share of GDP rose from 30 percent in the early 1980s
to 42 percent by 2014.7> 7% There is still plenty of room to expand the
labor force in manufacturing if more workers can be transitioned
from agriculture, which would be beneficial to economic growth and
wages.

For many of Thailand’s older adults, agriculture and informal sector
employment have left many without adequate savings to pay for
health care and long-term support. As of 2012, only 2 percent of
elderly aged 60 and above were employed in the formal economy.”’
An estimated two thirds of Thailand’s elderly have no savings,
while the other one-third had an average savings amount of about
THB100,000 (US$3,000).7®

TheThai government, a constitutional monarchy with parliamentary
democracy, has tried to stay ahead of the financial and health-care
needs of its citizens. It implemented universal health insurance in
2002, a social insurance program for formal sector workers in 2003,
and a voluntary national savings fund in 2011. It also provides an
old-age allowance to informal sector workers uncovered by other
programs and vulnerable older adults.?® *The implementation of the
universal health coverage scheme provided health coverage to 18
million previously uninsured people and improved the coverage to
another 29 million people.®®

Compared to the other countries examined in Part 3, Thailand

spends the most on public health at 5.6 percent of GDP. A large

share of the country’s total health care infrastructure is provided by
the government, including two thirds of all hospital beds. Even so,
infrastructure provision is relatively low. AsTable 7 shows, there are
only 1.8 hospitals per 100,000 people and 21 beds and 3.9 doctors per
10,000 people.

Low infrastructure provision has led to higher out-of-pocket costs
and declining health-care resource utilization. Among the elderly,
and markedly so among those aged 75 and above, there has been

a significant decline in in-patient and out-patient service utilization.
Long waiting times, long travel distances to medical facilities, and
poor public transportation are the biggest reasons the elderly do not
seek treatment. Transportation alone can account for 20 percent and
62 percent of out-of-pocket health-related expenditure for the urban
and rural elderly, respectively. This amounts to an average annual cost
of Bt474 (US$14) for the urban elderly and Bt6,000 (US$176) for the
rural elderly, not a small amount to these residents.®

Without significant reductions to the high out-of-pocket costs, a
greater number of older adults will be dissuaded to seek medical
treatment for illnesses, which compounds the disease burden,
increases the cost of treatment, and makes long-term care much



more challenging and costly. Already, data from self-reported health
outcomes among Thailand’s elderly show a significant increase in
poor health of those between the ages of 60 and 64 and those above
80 years.®?

Table 9: Self-reported Health Status (Percentage of Sample)

Poor to Good Health Very Poor to Poor Health
Ages 60 to 64 47 9
Ages 80+ 74 30

Source: Knodel, Prachuabmoh and Chayovan (2013)°

Similar to Malaysia and other emerging economies, Thailand’s
disease burden is shifting towards non-communicable diseases,
which now account for 74 percent of all deaths inThailand. Among
the elderly, the leading chronic diseases were stroke, diabetes,
ischemic heart disease, and obstructive lung disease.®®The growing
prevalence of chronic disease and decreasing health care utilization
due to high out-of-pocket costs significantly increases the onset of
premature physical and mental disability and its related long-term
care treatments. Already, close to 40 percent of all elderly experience
difficulties with at least one physical or mental activity, from dressing
and eating to counting money and taking medications.?

Thailand’s high obesity rate, the second highest in Asia, is a major
concern because it exacerbates other chronic illnesses, including
heart disease, diabetes, hypertension, and various cancers. Between
1991 and 2014, obesity rates increased more than 2.5 times. In 1991,
about 16 percent of women and 9 percent of men were obese, but
by 2014, about 41 percent of women and 33 percent of men were
considered obese.®Today’s obesity will lead to tomorrow’s long-term
chronic illnesses, to which the elderly are especially vulnerable and
for whom the added financial burden for care will be exceptionally
high.

In theory, the gaps left by Thailand’s universal health insurance should
be supplemented by a range of other pension schemes and social
programs. The Old-Age Pension Fund social insurance program
provides coverage for private sector employees, but as of 2009,

the program only covered 27 percent of the working population,

or about 15 percent of the overall population.? The country’s basic
social pension for the country’s vulnerable elderly provides very

little in the way of support, amounting to between Bt600 to Bt1,000
(US$12 to US$32) per month.2*The government tried to encourage
voluntary savings among informal and low-wage workers through its
National Savings Fund implemented in 2015, but even so, low-wage



informal sector work, especially among older workers, leave very
little disposable income for savings and even less in the way of a
permanent source of income in old age. As a result, many elderly
continue to work until such time that physical ailments and other
limitations prevent them from doing so. It's at this point that they will
need greater alternative support and long-term care providers in the
event that family is not available to provide that care.

Financial support for aging parents has traditionally been the onus

of adult children. But as was the experience of other Asian countries,
Thailand’s families shrunk in size as fertility rates fell from 6.4 children
in 1960 to just 1.9 in 2015 with the overall household size shrinking
from 5in 1986 to 3.6 in 2011. In 1995, 71 percent of older adults

lived with children, but by 2014 only 55 percent did. The continued
reduction in family size will have an impact on the financial and long-
term support provided by children. Most recent estimates show that
60 percent of Thailand'’s elderly receive financial transfers from adult
children amounting to a median value of Bt22,250 (US$740) per year
but this may decline as fewer children become available to provide
support. Likewise, the spouse as primary provider of daily living
assistance declined from 29 percent among older adults aged 60 to
64 to 8 percent for those aged 80 and above. Only half of Thailand’s
elderly who self-reported needing assistance were receiving it.8"#

Currently, the psychological well-being of Thailand’s elderly is good.
The mean self-assessed happiness on a scale of 0 to 10 (a higher
score means higher happiness) was 7.4.8' However, the government
must continually be aware that without adequate sources of support
or access to affordable services, the elderly will face increasing
challenges to their physical mobility, psychological well-being, and
ability to pay for long-term care.To avoid the declines in psychological
well-being experienced by the elderly in China and Korea, Thailand’s
government and institutions must meet these growing critical needs
quickly and comprehensively.



VIETNAM

KEY POINTS

Like other emerging economies in Asia, Vietham'’s
economy has grown quickly, but industry sectors
remain at low-value market segments and largely
agrarian.

This depresses GDP per capita growth, which at
this stage of demographic aging remains the lowest
among all the countries in Part 3.

With underdeveloped public and social programs,
family support will remain crucial for Vietnam’s
elderly, which is one of the fastest growing
demographic cohorts of any country in the world.

Vietnam has a young population.The share of its elderly population
just crossed the “aging” threshold of 7 percent in 2016, and its old-
age dependency ratio® is 10.7, well below Japan (47), Korea (20), and
Malaysia and Thailand (16). But Vietnam is also one of the world’s
fastest aging populations. Estimates show that it will only take 18
years for its elderly population to double from 7 percent to 14 percent
before crossing the “super-aged” threshold of 20 percent by 2048. In
sum, the country’s elderly population will increase from 7 percent to
20 percent in a comparatively short 32 years.

Like other emerging economies, Vietnam has been growing at a
respectable pace, averaging 6.7 percent since the 1990s, but overall
GDP per capita remains very low. Currently, its GDP per capita given
the size of its aging cohort is US$1,600, the lowest of all the countries
in Part 3 and mirroring China’s trajectory.

Unlike China, however, the economic sectors pushing Vietnam’s
growth remains at low-value market segments and its outlook
is weak. A large share of Vietham’s economy remains agrarian,

4 Number of elderly age 65+ per 100 people between the ages of 20 to 64
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and agriculture’s share of GDP remains high at 19 percent, double
that of Thailand, Malaysia, and China. Industry and manufacturing
account for only 37 percent of GDP, where it has plateaued over the
last several years.® Coupled with population aging, this could be a
drag on growth into the future—an aging demography will reduce
the size of the future labor force, and without significant gains from
technological accumulation and increased productivity, economic
activity can stagnate.

Taken together, these factors will make it harder for the government
to raise revenue to fund investments and age-related public
programs, and hamper aging residents’ abilities to save for and
fund future services. This is especially true of health-care services
and treatment, where Vietnam is experiencing the epidemiological
transition to non-communicable diseases. The concern is that
persistent low wages will be inadequate to pay for the prolonged
nature, and subsequent treatment, of non-communicable diseases.
Already, two thirds of the total population is afflicted with at least
one chronic disease, the common ones being chronic obstructive
pulmonary disease, hypertension, and cardiovascular disease.?
The prevalence of chronic diseases compounds the risk factors for
physical disability; already, 45 percent of older adults experience
moderate levels of physical limitation, while 21 percent report
significant levels of physical limitation.®

It wasn’t until 2009 that the government implemented a public
health insurance plan with the goal of universal coverage, but as
of 2015, only 70 percent of the population had been enrolled.??The
government has also provided social assistance for the vulnerable
elderly, those aged 80 and above and without family to rely on, but
as of 2009, that program covered only 538,000 elderly persons.*
As a result, out-of-pocket spending remains high, with the elderly
especially vulnerable. Between 2002 and 2010, total out-of-pocket
expenditures on health services increased over 260 percent in

local currency unit nominal terms. In the 10 years between 2004
and 2014, out-of-pocket health expenditure averaged 85 percent of
private expenditures on health, indicating the lack of comprehensive
insurance programs to cover medical costs.%* %

Along with the large gaps in coverage and financing in the public
health insurance programs, Vietnam’s health care infrastructure
remains underfunded and underdeveloped. Public health-care
expenditures account for only 3.8 percent of GDP, comparatively
lower than that of the other emerging economies in Part 3, though

its infrastructure indicators of 31 beds and 12 doctors per 10,000
people are about the same as the other emerging economies. Public
hospitals dominate the health care system at a ratio of about 10
public hospitals to one private hospital, which reflects the low service
demand and high cost for private sector services. However, only four
state hospitals provide specialist care for older adults, and only 30
district hospitals have geriatric departments.%-%’



Between 75 percent and 80 percent of all employment is in the
informal sector across all economic sectors, in both in urban and rural
areas.®The primacy of informal employment tends to keep wages
depressed even as the economy grows. As a result, many people

are unable to pay for age-related health-care services and treatment.
The government’s programs for old-age income support provide

very little in the way of supplementing labor income, which accounts
for 70 percent of total income, or income from family transfers. Its
contributions-based pension scheme, implemented in 1995, was
mandatory for formal sector workers, public servants, and the military
and police, but voluntary for everyone else, effectively excluding
many from formal coverage. It wasn’t until 2013 that the government
implemented a needs-based old-age pension for citizens aged 60

and above, targeted to those living alone and with no family support
or any other form of pension.?® % Even the formal economy has low
pension coverage; its mandatory contribution system only covers 20
percent of the formal labor force (9.3 million people), a majority of
whom are public servants.®

As a result of these coverage gaps, over 80 percent of older

adults have no formal pension because they've been ineligible

to contribute. Only 50 percent of elderly males and 30 percent

of elderly females in urban areas between the ages of 70 and 74

are eligible for a pension. In rural areas, only 25 percent of males
between the ages of 70 to 74 are eligible, while for rural females,
the eligibility is 6 percent.?® As a result, income poverty rates among
Vietnam’s elderly have been increasing with age, especially as the
onset of physical and mental disabilities prevents them from being
able to work.

Table 10: Vietnam’'s Income Poverty Rate for the Elderly (% of Elderly)

Age Group 61-70 71-80 81+
Overall 20 25 30
Urban 5 8 14

Rural 23 325 36

Source: World Bank™'

The country’s underdeveloped health care system, low benefits for
services, and high out-of-pocket expenses may be the reasons why
62 percent of Vietnam'’s elderly still prefer their adult children or other
immediate family members to provide daily caregiving and long-
term support.’?Two thirds of all elderly still live in rural areas, which
lack accessible, affordable alternatives to family care. The difficulty

is especially pronounced for older women. An estimated 87 percent
of whom live alone, though a majority have at least one child living
close by.™°



CALLTO ACTION:
ENABLING SOCIAL AND
ECONOMIC VALUE

The period of economic growth following World War |l set these
countries on diverse development trajectories. Favorable
demographics and the right mix of pro-growth policies laid the
foundation for increasing prosperity. While some rapidly and
successfully leveraged the forces of globalization to grow their
economies and wealth, others have struggled to integrate and capture
a greater share of the rapid global economic expansion.

All the countries in Part 3 have provided services and resources

to enable their citizens to remain healthy and productive. China’s
government is well aware that its legitimacy rests on continued
growth and stability and that it must work hard to ensure a healthy
and productive labor force.The same can be said of the other young,
but rapidly aging emerging economies examined here. However, the
policy framework is one that primarily promotes economic growth
and human capital development, which skews resources towards the
younger labor force and away from the elderly.

Indeed, this can be seen in the way governments implemented their
health care and pension policies, which favors young workers instead
of the aging cohorts.

To their credit, all of the countries examined here have recognized,

to a greater or lesser degree, that older adults need a range of health
care and long-term care services and other resources to remain
healthy, active, and engaged. They also recognize that delaying
action to provide these resources will lead to higher costs in the long
term through earlier onset of chronic illness, higher out-of-pocket
expenses, higher incidence of physical disability, poor mental health,
and poverty, all of which are drags on the economy and on society
generally. As such, these nations’ efforts to redirect resources to their
aging cohorts provides key lessons to emerging economies around
the world that are also experiencing population aging and looking for
ways to support their future aging citizens.

First, while their intentions were admirable, the timing of policy
implementation and the scope of eligibility of coverage has led to
inadequate and inequitable distribution of benefits for old age. Slow
implementation excluded older workers and many in the aging cohort
from availing themselves of services. When Korea decided to scale

up its pension scheme from covering only formal sector employees
to covering the entire labor force, it took the government 10 years

to fully implement the new program. Because of the delay, workers
retired before being included in the program, while others retired



Table 11: Social Security Programs in Asia

China

Korea

Thailand

Vietnam

Malaysia

Income

Social Program

e Basic urban
pension
(mandatory
contribution)

e Scheme for rural
and non-salaried
urban residents
(voluntary)

National
Pension Scheme
(mandatory
contribution)

e Social Insurance
Formal Sector
(mandatory)

* National savings
fund informal
sector (voluntary)

Social insurance
(mandatory)

Provident Fund:
voluntary for
homemakers,
self-employed

Social Assistance

Rural and non-
salaried urban

residents (CNY70/

month)

Basic old-age
pension; income-
tested (up to
KRW204,000/
month)

Old-age pension
social assistance
(Bt600 and up)

Old-age pension
assistance; no
family support
(VND405,000 and
up)

Means-tested; no
family support
(MYR300/month)

Source: Social Security Administration (2016)'%
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Health

Social Program

e Social Insurance
201

e Scheme for rural
and non-salaried
urban residents
(2016)

National Health
Insurance
(mandatory
contribution)

e Social insurance
formal sector
(mandatory)

e Social insurance,
informal
(voluntary)

Social insurance
(not fully
implemented;
contributory)

Provident Fund:
voluntary for
homemakers,
self-employed

Social Assistance

Means-tested;
medical aid
programs

Universal
coverage scheme

Means-tested; no
family support



with inadequate benefits, or none at all due to ineligibility; many
workers eligible for the program were left with too little time to make
any substantial contributions. Governments must be cognizant that
the longer they wait to implement programs, the more people are left
ineligible or with too little time to participate.

Second, in theory, contributory systems can provide a stable income
in old age as well as sustainable financing for the program. But
failure to take into account the complexity and variations within a
country can reduce the scope of workers’ coverage and eligibility.
Thailand and Vietnam, for example, have contributions-based old-
age social insurance programs, but this hardly works in places with
large numbers of informal, seasonal workers, and non-workers (like
housewives) who have little to no wages to put aside as savings for
retirement.

Third, universal health insurance programs are of little value if

the environment does not have the infrastructure, services, or
professionals to provide adequate, high-quality treatment. Thailand
implemented a universal health care insurance plan that has high
coverage rates and China’s Social Insurance Law was aimed at
greater health care coverage. But many rural areas, where a majority
of the elderly live, are underdeveloped and far from urban centers
with facilities and services. It's the reason why out-of-pocket costs
are high and health-care resource utilization has fallen, increasing
disease prevalence and associated treatment costs. In the end, it is
highly unlikely that effective geriatric specialties can be supported by
persistently suboptimal health care infrastructure.

Finally, the private sector is often unable to provide meaningful
alternatives without the market-driven incentives complemented with
a strong regulatory framework to mitigate excessive price increases.
Market forces tend to drive up costs of health care while private
insurers insufficiently cover the wide range of health and long-term
care services older adults need. In the context of weak regulatory
frameworks, private sector forces tend to exclude vulnerable groups,
especially the elderly. This was China’s experience after the country
shifted all provisions (including pensions, unemployment, health,
and injury) to the private sector. Poor enforcement led to under-
contribution by employers. Health-care costs skyrocketed because
hospitals were able to set prices, while insurance programs failed to
cover treatment costs. And poor coordination and lack of technical
capabilities left many people unable to access their pension and
health-care benefits outside of the city in which they worked.

What's needed is a framework that sees the elderly as assets with
economic and social value to be leveraged while facilitating the
region’s continuing cultural traditions of family support and aging
in place.This would result in more robust policies that empower
two cultural elements that are common to all these countries. The
first is the desire of the elderly to remain relevant and engaged in
their families, in their communities, and in the workforce. Even with
economic and social modernization, older adults intrinsically desire






purposeful activities and meaningful social relationships. East Asia’s
deep rootedness in Confucianism, for example, dictates productive
relationships with family and community. It's a major motivation for
the elderly to be involved for as long as they can supporting their
adult children and one reason why older adults continue working well
after the traditional retirement age.

The second cultural element that can be leveraged is the families’
desires to fulfil their filial obligations to support elderly family
members. The cultural expectation to provide old age support can
take many forms, from direct daily living and long-term care to
financial support. No matter what form intergenerational support
takes, governments should facilitate them and reward families who
provide support for their elderly relatives.

Together, these two cultural elements should be strong factors

to motivate governments to provide an aging experience more
dignified and more desired by Asia’s older adults. By leveraging the
cultural values that will keep elderly adults engaged and employed,
governments and institutions will be better positioned to capture their
economic and social value.

“It's a major motivation for the elderly to be involved for as
long as they can.”
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Moving towards successful aging in Asia requires reforming the
framework under which all policies are designed and implemented.
The current framework is one that seeks to maintain high levels

of economic growth, greater job opportunities, and good health
outcomes among the younger cohorts. For several decades, this
has worked well to increase the prosperity of these Asian countries,
improve health outcomes, raise living standards, and provide more
opportunities to participate in the expanding economy.

But it has also left aging cohorts without the adequate infrastructure
and financial support for age-related health care and long-term care.
Part 3 highlights how the policy choices within each country may
have served the earlier booming demographic dividends, but remain
inadequate, inaccessible, and unaffordable to meet the needs of older
adults today. The fundamental shortcoming of these policies is that
they are reactive, focusing on building up the ecosystem of health-
care services and facilities only after the public needs become critical.

Asia’s elderly wish to be active and productive for the families

and communities in which they reside. Facilitated by age-friendly
environments and policies, their active engagement not only helps
delay age-related physical and mental decline but provides personal
financial support and contributes to the overall economy through their
purchasing of goods and services. By building on the cultural values
of filial piety and intergenerational support among adult children,
policy makers can both improve the experience of Asia’s aging cohort
and also capture their untapped economic and social value.

TWO COMPONENTS OF
AGE-FRIENDLY ENVIRONMENTS

Moving away from reactive policy making towards more holistic and
strategic solutions rests on two key components. First, it requires a
strong message that older adults have economic and social value to
contribute when they remain healthy and engaged in their families,
communities, and workplaces. In Phase 1 of this aging series we
highlighted the Singapore government’s positive agenda setting with
their message that “older folks are an asset.”'* Singapore’s framework
for its aging population seeks to insure longer and healthier lives

for its aging population by supporting the primacy of the family’s
responsibility for the long-term care needs of its elderly members.
This shows that a championing government and clear policy direction
can be effective in overcoming institutionalized ageist attitudes and
providing robust aging environments.

The second component requires putting in place the key infrastructure
pillars that enhance and facilitate physical and psychological



well-being and active, purposeful aging. The World Health
Organization (WHO) outlines eight domains for more age-friendly
environments, all of which focus on empowering older adults to
pursue activities in a physical and social environment that promotes
a sense of rootedness and ease of mobility, encourages employment,
and promotes respect and social inclusion.'®

Similarly, the Milken Institute Center for the Future of Aging laid out
nine pillars in its 2017 Best Cities for Success Aging (BCSA) report
that act as good yardsticks to measure the success or failure of cities
to provide age-friendly environments.’ The top-ranked cities, Provo-
Orem in Utah and lowa City in lowa, were judged successful because
they were intentional about leveraging the prevailing local culture

of healthy habits, active lifestyles, and social engagement, primarily

through tapping into the existing networks of community-based
services for education and employment.

Domain

Community and
health care

Transportation

Housing

Social participation

Outdoor spaces and
buildings

Respect and social
inclusion

Civic participation and
employment

Communications and
information

Table 12: WHQO's Eight Interconnected Domains of Urban Life

Characteristics

Easy access to affordable aged care and health services in
communities or convenient locations

Easy of mobility through accessible, affordable, and safe public
transportation services

Affordable, age-friendly, and safe housing with close proximity to
community centers and social and health-care services

Access to social, leisure, educational, and other activities in
communities or accessible locations

Age-friendly, safe, clean, mobile-friendly public infrastructure

Creating inclusive societies, overcoming ageist attitudes, and
promoting intergenerational engagement

Ample opportunities to work and volunteer across industries and
institutions

Accessible and easy-to-read information resources through print,
broadcast media, personal contact, or computer and mobile technology



Table 13: Indicators from the Milken Institute’s Best Cities for Successful Aging

Categories

General livability

Health care

Wellness

Financial Security

Education

Transportation and
Convenience

Employment

Living Arrangements

Community
Engagement

Indicators

Affordable cost of living
Safety: crime, fatal accidents
Weather

Internet access

Accessibility and affordability

Health care infrastructure: hospitals, beds, services, specialized units
and treatments

Health-care professionals

Healthy habits and lifestyle behaviors

Physical and mental health outcomes

Geography and environment: air quality

Affordable and available fitness and recreational centers

Elderly Income

Banks and financial institutions
Bank deposits

Tax rates

Small business growth

Educational attainment

Distance and online learning
Number of universities and colleges
Total enrollment

Walkability

Commuting times

Public infrastructure investments
Public transportation fares

Access to goods, services, and food
Special needs transportation

Percent of older adults 65 and above employed
Elderly unemployment rate

Employment growth

Services and manufacturing output

Older adults in family homes

House and rental prices

Cost and availability of hospice and institutional care and continuing
care facilities

Home health-care service providers and assisted living caregivers
Cost of adult day services

Elderly employment rates

Volunteer rates and opportunities

Number of public libraries

Number of arts, entertainment, civic, religious, and recreational
facilities

Funding for older adults
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THE VALUE IN AGING

In Asia, the policies that build the aging environment focus largely

on the tangible infrastructure, including housing and health-care
facilities, and the services offered by communities. But rarely do they
address the hurdles that prevent the elderly from engaging more

fully in those activities. Too often the policy intention is so focused

on making certain that aging adults have their health care needs met
through medical facilities and specialty services that they overlook the
ways the elderly can provide value by leading healthy and active lives.
Because of these often retroactive policies discussed in the previous
sections, aging policies can be perceived as public expenditures.The
value of aging is not well addressed and understood. Holistic and
systematic aging policies that incorporate Asian culture, values, and
practices can certainly address many Asian nations’ aging challenges.

The family, the workplace, and the community provide the three most
important contexts for introducing the age-friendly policies described
by the World Health Organization and the Best Cities for Successful
Aging report. Families are the immediate source of old-age support,
be it through direct daily care or financial support. The workplace
provides both the avenues for older adults to remain active and for
society to capture their economic value. Communities provide the
network of health-care services, information, and other resources the
aging cohort need to remain healthy and productive.

FAMILY

The family unit is the immediate context that defines the

aging experience in Asia. For generations, mutually beneficial
intergenerational co-residence was the mechanism through which
aging adults received financial, social, and long-term care support.
Co-residence provided older members an avenue to remain engaged,
helping maintain physical and psychological well-being. For their
adult children, it provided an avenue to support their own families,
especially their young children. For the elderly, it provided a way for
their own health care and long-term care needs to be monitored and
attended to.

Today, these living arrangements are undergoing a substantial
transformation: families tend to be more separated, housing units
are smaller and more expensive, and the costs of daily living have
increased the financial burden on adult children. While multi-
generational households feature less prominently today, the
underlying family and cultural value of filial duty to parents remains
strong and provides a key starting point for more systematic and
holistic aging policies.



In China and Vietnam, for example, a majority of people still feel that
adult children and family members should be most responsible for
the day-to-day caregiving of elderly members. That said, government
agencies should not leave family members to be the sole providers
of old-age support. Instead, they should facilitate the sense of filial
obligation and the desire for parents to remain supportive to their
children and their families.

China and Vietnam’s policies to support the elderly have not always
aligned with this framework. They have been too focused on patching
the immediate infrastructure, services, and financial support needs,
while largely ignoring the fact that facilitating traditional values
could be beneficial to the family and cost less in the longer term.
Singapore’s public housing policies empower the family unit by
giving married couples financial incentives and preferential treatment
to choose homes close to their parents and gives preferential
treatment to older adults who want to move to homes closer to their
children. With this arrangement, parents can support their adult
children with day-to-day needs, like household chores and child care,
while the adult children can monitor the physical and mental health
status of their parents.

Such a framework would improve the aging experience in China,
where government policies have skewed family structures to what's
commonly known as the 4-2-1, in which two married adults support
four aging parents and their own child. The current system is the
result of a policy mentality that only responds to immediate public
needs. The result is a patchwork that can neither fulfill basic needs
nor foster the social engagement of the elderly needed to unlock their
social and economic value.

Housing policies shouldn’t just be about providing a physical space,
but also a tool to leverage family interactions. These can take the
form of larger multigenerational dwellings or a cluster of smaller
units with intentional allocation preference given to multigenerational
families who want to live close to each other. The former would be
ideal in less populated rural areas, while the latter would support
multigenerational families in more densely populated urban centers.
Either way, housing communities should be designed in such a

way that older adults can provide daily living assistance to their
children and their families, while they themselves can be assured that
someone will monitor their well-being.

WORK

Gainful and meaningful employment doesn’t just provide financial
support, it fulfills the basic desire to remain active and engaged in
society and improves mental and physical health outcomes. This
helps the economy and society as a source of taxable income and
as a stimulus for demand for goods and services. More importantly,
it provides older adults with a sense of purpose and relevance that






mitigate the social isolation, depression, and suicidal thoughts
associated with being disengaged, unemployed, and unproductive.

In countries where the informal economy remains large, as is the
case in China, Vietnam, and Thailand, governments can support
agricultural labor (where most workers are seasonal or “informal
sector laborers”) by expanding health-care facilities and improving
services in rural areas. At the same time, as national and global
economies evolve, innovation and new technologies will reduce the
demand for labor, and many of today’s formal sector workers will
become the proprietors or independent contractors of tomorrow’s
innovative economy. Expanding pension programs and health
insurance schemes for these workers can greatly facilitate this
transition. In addition, this will promote the longevity of elderly
workers’ professional lives.

Within the formal sector, governments can reduce or eliminate the
labor market rigidities that have excluded older workers for too long.
For example, retirement policies should be adjusted to reflect that
people are living longer and healthier lives. Given Korea's high life
expectancy and the relatively good health of its citizens, the country’s
mandatory retirement age (60) is low, but lingering ageist attitudes
prematurely force physically and mentally capable workers out of the
labor force. In Singapore, by contrast, where the current retirement
age is 62, companies must offer older employees re-employment

up to the age of 65, which will soon be raised 67. Japan will raise its
current retirement age of 62 to 65 by 2025.

At the same time, some businesses are taking the initiative on their
own. EverYoung, a content monitoring technology company in Korea,
only hires older adults aged 55 and above, but maintains flexible

and shorter working hours.'” Steps like this are very important for

a country like Korea where high suicide rates stem from financial
hardships and social disengagement. Likewise, Isoda Metal in Japan
is intentional about hiring and retaining older adults because of the
value of their skills to the business and to younger employees.'®
These companies have recognized the value of older workers and
championed their participation, capturing the economic value of older
adults.

COMMUNITY

The local community is the space that provides the health care
infrastructure and services to sustain healthy living and the
opportunities for employment and social engagement. But among
the countries in Part 3, governments fall well short of enabling elderly
participation in communities because they see aging as a drain on
valuable public resources rather than a source of value.

In Asia, the desire to “age in place” is a strong cultural value that
could be leveraged to capture economic and social benefits. But



among these countries, the infrastructure providing the health-care
services and pension benefits is often too inaccessible, too expensive,
or too underdeveloped. The dominance of the private health sector

in Korea, for example, has left many of the newest treatments
uncovered by insurance, while the delay in implementing its universal
pension policy left many older adults without the means to pay out-
of-pocket costs related to their treatment. In China, the sheer vastness
of its geography and stark differences between rural and urban areas
has resulted in an extremely inequitable infrastructure and service
provision. Health insurance coverage for rural residents may be near
universal, but the high out-of-pocket costs of peripheral expenses
discourages health care utilization. While subsequent policy reforms
have sought to plug these gaps, they are still very much focused on
the immediate needs of the individual rather than on building a more
robust aging environment.

The WHOQO's eight domains and the 2017 BCSA report provides
guidance on how to build more holistic health care and aging
environments. lowa City scored at the top in the category of

health care for small cities because of the high ratio of primary

care physicians to residents, low cost of treatment, high-quality
institutional care and nursing homes, and a strong specialized health
care sector in orthopedic surgery, geriatric care, hospices, and
Alzheimer’s units. Likewise, the top-ranked large city in this category,
Durham-Chapel Hill in North Carolina, also provides strong specialty
services and facilities, has a strong primary care system, and some of
the best hospitals in the country.

But more than just providing services and treatment, robust health
care environments must be aligned with an enabling of the cultural
values of residents. For example, institutional care remains a less
preferred option for long-term care maintenance among Asia’s
older adults. Even if institutional care provides the around-the-clock
monitoring and caregiving support for daily activities, older adults
would rather age in their homes and their communities supported
and monitored by family members and community friends. This is
especially true in places where institutional care may be costly, poor
quality, or in an undignified living environment. The provision of
resources and services that cater to culturally-desired preferences
would improve the aging experience.

A good example of home-based elderly care is the Dutch organization
Buurtzorg Nederland in which nursing teams provide the wide range
of high-quality services directly in the patient’'s home. Community
services like these reduce the burden on children to be the sole
caregivers to their parents while providing supportive long-term care
directly in their parents’ home.

In the 2017 BCSA ranking of age-friendly cities, in the category of
“community engagement,” Des Moines in lowa and Fairbanks is
Alaska ranked top. Their high scores were based on their offering
older adults access to activities they wanted to pursue, no matter
what their life stage. These include a plethora of cultural amenities,



social organizations, public libraries, recreational facilities, and other
volunteer and civic opportunities to keep them active, engaged, and
healthy. Cities looking to build more robust aging environments
should go beyond appropriating resources and services just to meet
immediate needs. Rather, policy design and implementation should
take into account the desires of the elderly to interact, participate, and
engage in society long term as they age.

“More than just providing services and treatment, robust
health care environments must be aligned with and enabling
of the cultural values of residents. "
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Conclusion



The pattern of today’s population aging is the natural outcome of
economic growth and social modernization. Throughout modern
history, improvements in health care and nutrition have increased
life expectancy, while greater opportunities provided by expanding
economies have put downward pressure on fertility rates and family
formation. Asia’s aging experience conforms to this pattern, but with
a distinct difference. What is unique about the Asian experience is
the extremely rapid pace at which its population aging has occurred.
The meteoric rise of Asia’s economies and resulting social and
cultural disruptions discussed in the previous sections have caught
government planners, lawmakers, and institutions off guard and laid
bare a multitude of financial and program gaps. Those suffering for
this mismanagement are not just the elderly, though they are the
most vulnerable. Every age group of these societies is feeling the
impact, and all will feel the burden grow unless steps are taken now.

Now is the time for governments to go on the offensive and jump
ahead of these demographic trends. Policymakers can no longer
afford to be merely reactive, providing the infrastructure and

service fixes only when citizens’ demands become urgent. Rather,
governments must leverage and build around the inherent cultural
values of older residents, while engaging with their adult children

to help them fulfil filial obligations to their elderly family members.
Facilitating these intergenerational and social relationships is the key
to improving the aging experience and enjoying the economic and
social benefits that will come as a result.

By mid-century, the number of older adults in Asia will fall just shy of
one billion people. But instead of being perceived as a huge burden, it
should be taken on as a great opportunity. One billion active, healthy,
and engaged individuals economically productive in the labor force
and socially productive in families and communities have tremendous
value, provided they have the right environment and institutional
framework.

This is the upside of aging. Aging’s natural progression has value to
be captured. Longer, healthier lives provide tremendous opportunities
for society. As populations inevitably age, today and tomorrow’s
older cohorts will need to be more empowered to be the driving force
behind continued economic growth and social progress.
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