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Abstract
This essay makes four points about the interplay of population aging and economic inequality
among low- and middle-income countries in Asia.

First, we argue that population aging is a salient driver of measured economic inequality (a)
because inequality tends to be higher in older age groups than in younger adult ones and (b) old-
young disparities tend to contribute more to overall inequality as the population share of older
individuals rises. We also discuss the proposition (and related evidence) that the negative effect of
inequality on healthy aging magnifies the positive association between aging and inequality.

Second, we argue that measured economic inequality is an imperfect indicator of true economic
inequality because it neglects the relatively large value that older people create for themselves and
others through productive non-market activities (e.g., caring for others, looking after
grandchildren, and doing volunteer work).

Third, we note some ways in which older people’s vulnerability to COVID-19 and to related social
and economic policies are sharpening the association between population aging and economic
inequality.

Finally, we discuss public and private health and non-health interventions that can disrupt the link
between population aging and economic inequality. The health interventions include disease
prevention, universal health care, and implementation of supportive care models. The non-health
interventions involve social protection programs (especially pensions, unemployment and
disability insurance, and reskilling), immigration policy, housing and urban design, and non-ageist
policies and practices.



Introduction

Population aging is the dominant demographic trend of our era. The number of older adults is
rising rapidly worldwide, both as a proportion and as an absolute number. Globally, the proportion
of people older than 65 years was 9.1% in 2019 and is projected to be nearly 16% by 2050.* This
proportion is expected to rise even faster in Asia, with 8.6% of the 65+ population in 2019 rising
to 18% by 2050.2 This challenges continued economic growth and simultaneously requires
societies and governments to consider how to best care for their elders.?

Rising socioeconomic inequality is another major issue of our era. Figure 1 shows trends in the
Gini index for selected countries in Asia as reported by the World Bank. Overall, inequality both
within and between countries in Asia has risen since the 1990s. Currently, roughly one third of
countries in Asia have Gini indices greater than 40, with China’s and India’s both exceeding 50.
Rising inequality is occurring worldwide and has many drivers, with troubling implications for
reduced economic growth and greater social unrest.

Furthermore, rising socioeconomic inequality hinders the well-being of older adults. People live
longer, but some have experienced longer periods of unemployment and lower wages, have
accumulated fewer assets, and have invested fewer resources in their education and health.
Meanwhile, others enter old age with higher accumulated wealth and better health. Accumulating
disadvantages over a lifetime implies that inequality increases with age. And the increase in the
share of older people fuels further increments in overall socioeconomic inequality.

The link among overall inequality, unhealthy aging, and inequalities among the elderly is
particularly troublesome for some Asian countries because of a combination of rapid aging, and
weaker social safety nets.

This paper discusses the interplay between aging and inequality in Asia and presents some
measures to break this cycle. We will focus mainly on interventions targeting the elderly, which
aim to improve and sustain the well-being of older people, so that no one is left behind. By reducing
inequality among the elderly, the interventions discussed here may also contribute to reducing
overall inequality and the societal burden of population aging.

The Interplay of Aging and Inequality

The trends of aging and socioeconomic inequality do not exist in isolation from one another.
Rather, aging accentuates worrying trends in inequality, while inequality is associated with many
of the difficulties that come with aging.

Socioeconomic inequalities from earlier in life tend to persist into old age. Inequalities in
education, health, employment, and earnings when young affect a person’s aging process and
determine overall quality of life when the person becomes old. Across Organisation for Economic
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Co-operation and Development countries, a 25-year old university-educated man can expect to
live 7.5 years longer than his less educated peer; for women, the difference is 4.6 years.® A similar
educational gradient in health also appears in Asian countries. For example, a recent study of
biomarker data found that older Indian adults with no formal education are considerably more at
risk of anemia than older adults with some schooling.®

Throughout the life cycle, unhealthy individuals tend to participate less in the labor force and earn
lower wages. Because poor health often persists, it leads to lower wealth accumulation’ and lower
lifetime earnings, thereby increasing the risk of poverty when the individual enters old age.
Additionally, the income gradient of health is well-established and is reinforced at old ages. Thus,
not only health affects income/wealth, but also the opposite is true: income/wealth affects health.
Among recent findings, lower socioeconomic status is associated with slower gait speed, a key
predictor of poor health outcomes among older adults.® It is also associated with poorer physical
function, greater age-related increases in blood pressure, and accelerated biological aging.® Among
older adults in China, inequalities in health and differences in self-rated health have been attributed
in large part to socioeconomic differences.®

Pensions are crucial to addressing socioeconomic inequality at old ages, as the less wealthy often
rely on them for economic security.!! In Asia, pension access varies widely: more than 70% of
people above retirement age in Eastern and Southeastern Asia receive pensions, while less than
25% do in Southern Asia.'> However, even high coverage rates belie restrictive age coverage and
inadequacy of benefits to meet household needs. Overall, only 1.4-5.8% of gross domestic product
across the region goes toward social protection for older adults, compared with 6.9% globally and
6.8% and 10.7% in North America and Western Europe respectively.

Access to these pension systems largely depends on labor force participation and employment
history. Vulnerable groups, such as women, informally employed workers, and people in rural
areas, have limited access or lower benefits because of uneven employment histories or longer
unemployment spells. Older women disproportionately experience income insecurity because they
are more likely to have worked in informal sectors and to have career interruptions and lower
wages due to childbearing and care giving. The longer life expectancy of women aggravates this
issue.

Aging has played a role in growing inequality in many economies.®® Snowballing inequalities as
people age combined with more older people partly explain the observed increase in overall
inequality. This is primarily a mechanical result due to the changing population age structure (more
old people and higher inequality among the old than the young imply more overall inequality).
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Behavioral channels are also at play, because increased life expectancy implies that people tend to
save more for the future. However, not everyone can invest equally in his/her future, and as people
age this heterogeneity increases leading to higher inequality.*

The Measurement of Inequality

An important issue when analyzing the interplay between aging and inequality is the measurement
of inequality. Income is generally used as a proxy for people’s well-being and prosperity. Although
correlated with well-being and overall quality of life, income is not a perfect measure of a person’s
life situation. For example, some individuals/households may have no income of their own, but
other family members provide for them. If accumulated wealth passes through generations, income
is an incomplete measure of a person’s resources. Individuals tend to smooth consumption over
time through borrowing, lending, and investments; transitory drops in income may overstate the
impact on individuals’ well-being and changes in inequality. Consumption expenditures is a better
proxy for well-being,*® but lack of reliable data often undermines its use.

Income (and also consumption) imperfectly captures individuals’ levels of well-being, especially
that of older adults, in another way, which is revealed by the relatively large value created through
productive non-market activities (e.g., caring for family members or volunteering in community
organizations). Non-market activities represent time, which is a resource for individuals, and
failing to capture its use biases any account of well-being and inequality in well-being.

Individuals derive utility from the consumption of goods and services, but also from spending time
in activities that they enjoy doing. These include leisure activities (e.g. hiking) and productive non-
market activities. Some reasons why the latter create value are increased feeling of purpose, joy in
helping others and in knowing onself to be a useful member of society. Since older adults
participate less in the labor market than younger people, they have more time to devote to leisure
and non-market activities. In a recent analysis of older adults in Europe and North America, the
value of non-market activities constituted half—and in Europe 84% —of the value of older adults’
productive contributions.'® Measures of inequality should be based on full consumption, which
includes not only consumption of goods and services, but also consumption of time. Neglecting
the time spent in leisure and non-market activities excludes a potentially sizable source of well-
being for older adults.

Additionally, measures of individuals’ standards of living and inequality are often based on
household income and consumption to capture the partial pooling of resources that occur within a
household. Neglecting the time that household members spend in non-market activities such as
childcare can lead to underestimating the full income of a household. For instance, a household
where the grandparent can help the children with school homework is likely better off than another
similarly situated family (same number of individuals, same household income, etc.) where the
grandparent is not able to participate in the children’s education (e.g., because of an illness or
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because of illiteracy). Not only does the latter household not benefit from contributions the
grandparent could have made, but they may incur additional (unvalued) costs from caring for an
unwell relative. Measures of overall well-being and inequality should account also for the non-
market productive contribution of the population, especially older adults.

The impact of time use on measures of economic inequality is still an open question. A recent
study has found a negative relationship between consumption and some non-paid work activities
(leisure activities and some non-market productive activities) in the U.S.; accounting for time use
thus reduces inequality.!” On the other hand, some productive non-market activities might be a
burden to individuals (e.g. some household chores), limiting their access to other opportunities.
Differences in workload, in particular gender differences, will thus increase economic inequality.
Additionally, the ability to devote time to enjoyable productive activities is closely linked to health.
Thus, processes that negatively affect older adults’ health may also negatively affect this important
source of well-being, and potentially increase inequality.

COVID-19, Aging, and Inequality

The COVID-19 pandemic has exacerbated many lingering inequalities. In the U.S. context, for
instance, this notably includes higher risk for COVID-19 infection and severe disease among
people in lower socioeconomic classes,® as seen in increased rates of infection in areas with higher
levels of poverty.'® Where older adults are more likely to be poor or have to work in high-risk
occupations, such as the service sector, they may be particularly vulnerable to adverse outcomes
from COVID-19. Because the fatality rate from COVID-19 increases with age, older adults in low
socioeconomic groups face the worst prospects.

The economic downturn due to COVID-19 may also exacerbate inequalities among the elderly.
While those who are poorer and must continue to work to make ends meet will likely find reduced
income, those with assets can absorb losses and maintain their standard of living. People employed
in formal jobs (who can claim unemployment insurance and have better prospects of receiving a
pension) are more protected from the economic costs of the pandemic. Because of labor market
barriers, older adults that lose their job are less likely than their younger peers to be re-employed.
The pandemic might further increase this heterogeneity because older adults face a higher risk of
severe COVID-19 outcomes, and, as a result, constitute a higher cost for the employers (e.g. in
terms of replacement expenses if they fall sick, or health insurance and paid sick leave).

The long-term consequences of COVID-19 are unknown. A World Bank report estimates that
COVID-19 will push more than 80 million people into extreme poverty.?° Most of the increase is
concentrated in South Asia due to the fast-growing infection rate and large number of people close
to the poverty line. Although the report does not account for age differences, many of those falling
into poverty are among the vulnerable groups, including older adults.
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The Way Forward

The links between population aging and inequality require that solutions to one issue also address
the other. Without considering how aging affects distribution of income and wealth, reducing
inequality within societies will be challenging. Without reducing the health and aging
consequences of inequality, healthy aging of populations becomes more challenging to achieve
and the costs of demographic change will mount.

Solutions that address both aging and inequality can come from the public sector or from the
private sector, and they can either directly target health outcomes and healthy aging, or they can
focus on non-health areas.

Health-related interventions begin early in life. Efforts around so-called “primordial prevention”
that ensure healthy diets, physical activity, and social well-being have long-term benefits.?! Even
in mid and late life, healthy lifestyles can improve or maintain health, function, and life
expectancy,?? including reducing risk for dementia.?® Clinical interventions can also mitigate
health risks with older age. Vaccination is an inexpensive and effective way to reduce the burden
of infectious diseases in older adults; the high-dose influenza vaccine and the herpes zoster subunit
vaccine (Shingrix) are two recent examples.?* At the systems level, care delivery should promote
aging in place where possible, including providing adult day care and home-based care to older
adults: the Program of All-Inclusive Care for the Elderly in the United States is one example that
has reduced costs and improved quality of life.?®> Those who can no longer safely remain at home
need affordable and adequate long-term care facilities. Health care workers need to be trained
specifically in the needs of older adults and how they differ from younger adults. Finally, insurance
and payment systems need to be in place to ensure access to care at all levels of wealth and to
mitigate the costs of catastrophic events.

Non-health interventions relate to social security systems, education, housing and urban design,
and immigration policies. Ensuring financial security at older ages requires pension schemes that
cover both the formal and informal sector and are generous enough to maintain adequate standards
of living. The aging process might undermine the financial sustainability of pension schemes.
However, the system must guarantee a minimum level of social protection for all older adults,
especially the most vulnerable ones like women and the poor. Likewise, some forms of
unemployment insurance that cover not only the formal sector, but also the informal one, are
advisable, because many older workers are employed in informal jobs. Relaxing institutional and
attitudinal barriers to international migration can also promote financial security at older ages.

Measures to break barriers to entering the labor force or being re-employed will help older adults
achieve financial security. Investing in education for older adults or reskilling can also have a
sizable impact. Some of these measures can be very cheap and low-tech, yet produce astonishing
results. Take for instance same-language subtitling. The idea, which originated with Indian
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academic Brij Kothari, is to subtitle popular movies in the same language as the audio tracks that
people know and love.?® Through this mechanism, illiterate or semi-literate Indians effectively get
a Hindi lesson every time they watch a Bollywood movie. The method has been effective in
accelerating the population’s functional literacy.

Another set of useful policies includes infrastructure investments that can promote activity and
socialization throughout the life course. Examples include ensuring that all older people have
access to an adequate, affordable place to live; encouraging the development of age-friendly
housing where older adults can live independently; providing affordable public transportation for
older people and people with disabilities to promote autonomy and facilitate movement; and
redesigning urban settings to make roads safer and to increase the opportunities for people to meet
and socialize.

Automation is often considered an effective way to alleviate the pressure of population aging and
declines in the labor force.?” However, automation has its own challenges, primarily the
displacement of workers, with the consequent rising unemployment among some skill groups—
especially among less-educated older workers. This is expected to eventually exacerbate existing
inequalities, both between the younger and the older generations and among the elderly. In light
of these trends, pre-emptive investments to protect the standards of living of older people are a
first-order concern.
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Figure 1. Gini index over time for selected countries in Asia. Data are from the World Bank.

Remarks

The research titled 'Population Aging and Economic Polarization in Asia' was conducted as part
of a webinar on 'How can we reduce inequalities in later life as societies age?' held on 14
October 2020. The webinar was co-hosted by Asian Development Bank (ADB), ESCAP and
HelpAge International.
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