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A Study on the Relation between the Aging Population and
Consumption in Korean Households

Kim, Jin Hee

Department of International Trade
Graduate School of

Korea Maritime and Ocean University
Abstract

Based on life-cycle hypothesis, this paper analyzed the impact of
population aging on consumption. The hypothesis deduces that the
average propensity to consumption(APC) is high in old age because the
old people who belongs to the areas where lifetime consumption 1is
higher than lifetime income lead a life by using the assets accumulated
in middle-aged period. If this conjecture is interpreted socially, the
increase effect of APC by the elderly is greater than the reduction
effect of APC by the middle-aged. Based on these inferences, factors
were divided into aging factors(elderly population ratio, total
dependency ratio, aged dependency ratio, median age) and other
economic factors(consumption expenditure, employment ratio, interest
rate) to analyze the impact of aging on consumption. A linear estimation
model has been set up to estimate with time series data(2013-2018

year) and cross section data from the local governments in 17 regions.

The results of empirical analysis showed that the remaining aging
variables except the median age variable, affect APC in the positive
direction significantly at a 5% significant level. The result is that in

terms of individual households, the consumption level is higher than the
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income level, and the elderly, who cannot afford to save, are more
likely to spend on average, as they are covered by assets accumulated
in their mid- to long-term years. It also means that at this point the
impact on consumption by the elderly population is greater than that by
the middle—aged. This i1s in line with the implication of life-cycle

hypothesis that APC is higher as the population ages.

Consumer spending, one of the other economic factors, has affected
average consumption propensity in a positive direction. This shows that
the impact of APC by the large number of poor people is greater by
the small number of wealthy people. The use of local data here reflects
inequality between regions. The increase in employment rate is also
having a positive effect on APC. This means that the growth rate of
consumer spending is higher than that of the employment rate. Interest
rates are having a negative impact on APC. This is in line with the
inference of the intertemporal consumer theory that higher interest
rates would reduce current consumption and increase savings because

substitution effect overwhelms income effect.

Because of the limitations of local data in this study, proxy variables
were used a lot. Therefore, there is no choice but to have limitations in
interpreting the estimation results. In particular, assets have a real
impact on current consumption through the wealth effect, where no local
data related to the assets exist and are not included in the variables.

The inclusion of assets in the future is a future task.

The main estimates of this paper are that in terms of individual
households, the consumption level is higher than the income level, and
the elderly, who cannot afford to save, are covered by the assets they
have accumulated in their mid- to long-term years. In reality, however,
there may be a considerable number of elderly people who do not have
sufficient assets to cover. Such a problem will expand further if the

aging population progresses in the future. To solve these social
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problems, the government needs to review welfare policies.

Keyword : Life-Cycle Hypothesis, Average Propensity to Consumption,

Old Age Ratio, Total Dependence Ratio, Old Dependence Ratio.
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At 622 | 656 | 69.3 | 70.7 | 71.8 | 719 | 73.1 | 785 | 734 | 72.1
AEEWA | 66.2 | 687 | 718 | 742 | 762 | 764 | 769 | 764 | 759 | 74.4
BAgeA | 64.8 | 673 | 710 | 73.2 | 751 | 749 | 75.2 | 746 | 73.8 | 70.7
g | 658 | 680 | 70.7 | 723 | 73.2 | 73.3 | 74.0 | 74.3 | 741 | 721
QBN | 652 | 665 | 689 | 694 | 71.2 | 72.9 | 75.0 | 75.3 | 75.2 | 74.1
#FFdA | 622 | 652 | 685 | 703 | 715 | 715 | 72.9 | 73.7 | 73.8 | 73.0
BN | 630 | 662 | 69.1 | 70.6 | 72.4 | 72.9 | 743 | 74.7 | 747 | 73.8
SA3eA | 61.0 | 627 | 66.7 | 688 | 71.0 | 726 | 752 | 76.2 | 76.4 | 74.3
MEAAA | - - 5 1 H - - | 700 | 70.1 | 70.7
A7 | 635 | 659 | 689 | 69.1 | 70.2 | 715 | 73.6 | 74.2 | T44 | 738
Z9% | 594 | 635 | 680 | 69.8 | 70.2 | 69.1 | 69.3 | 69.9 | 70.3 | 69.0
FARE | 602 | 640 | 67.2 | 69.0 | 69.5 | 69.1 | 702 | 71.2 | 718 | 70.9
F49% | 588 | 62.9 | 67.8 | 68.6 | 68.0 | 67.6 | 68.9 | 69.8 | 70.1 | 69.6
AR | 580 | 623 | 669 | 687 | 685 | 67.1 | 67.9 | 685 | 689 | 67.6
At | 557 | 609 | 664 | 673 | 66.6 | 64.1 | 644 | 654 | 66.1 | 652
A4BE | 60.2 | 634 | 67.6 | 68.7 | 69.0 | 683 | 69.1 | 69.7 | 69.9 | 68.0
A4 | 60.6 | 64.2 | 67.8 | 687 | 69.3 | 69.4 | 71.0 | 71.8 | 719 | 70.5
AFAAE | 572 | 63.1 | 686 | 695 | 689 | 67.8 | 687 | 69.4 | 70.1 | 70.5

12020 F4A
g FAA, AT
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¥ 26 F2 M=o M2

(Ehel:d)

27t 1980 | 1985 | 1990 | 1995 | 2000 | 2005 | 2010 | 2015 | 2020
B 20 | 19 | 19 | 19 | 18 | 18 | 20 | 1.9 | 18
Aot .7 | 16 | 16 | 17 | 16 | 15 | 1.6 | 16 | L5
B L9 | 19 | 18 | 17 | 18 | 1.9 | 20 | 20 | L9
=4 1.5 | 15 | 14 | 13 | 13 | 14 | 14 | 14 | 16
AR 1.8 | 1.8 | 17 | 15 | 14 | 13 | 1.3 | 14 | 14

@ 29 | 22 | 16 | 17 | 15 | 12 | 12 | 12 | 0.97*
ki .7 | 18 | 18 | 18 | L7 | 17 | 1.9 | 19 | 18
ikl 1.8 | 18 | 19 | 20 | 20 | 20 | 21 | 19 | 18

T 202092 AN, 2 20109 A
Az A, wATAATT

< 2-7>8 78 A= 7 HoFa gl 1980 E B 5
& A= ZueE 2 Aol Hal 75.3410al =
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<E 2-8>2 20109 o]F FQo Aol nHERIFH]E FolE HAFa )
t} 2018 A UN7|& 228 A3 & A3t 7= 432(28.14%)¢9F =

(21.87%)°1aL Z%22(19.84%)= Ao 2w Ap3]o] st vt ofef H]
3l =, wE, Auriel dwe Adidom we ol ofAe Fhaol
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R
|
wW
B
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(ck9f: )

=7} 1980 1985 1990 1995 2000 2005 2010 2015 2020
A 73.6 75.1 76.2 7.7 78.8 80.3 81.5 82.4 83.2
TNt 74.3 75.9 76.8 77.8 78.6 79.7 80.8 81.8 82.2
AT e 73.7 74.8 76.1 77.3 78.4 79.6 81.0 81.9 82.5
54 72.3 73.6 75.0 76.0 77.3 78.6 79.7 80.4 81.1
dE2 75.4 77.0 78.5 79.4 80.5 81.8 82.7 83.3 84.4
Gy 65.0 67.4 70.3 72.8 74.9 77.2 79.5 81.3 82.8
= 73.0 74.2 75.1 76.2 .2 78.4 79.7 80.9 81.2
u| = 73.3 74.4 74.9 75.6 76.5 T2 78.2 78.9 78.8
= 20209E FAA,
Az BAH, FASAA7
E 2-8. T2 MY nHAFHE
=7} 2010 | 2011 2012 2013 2014 | 2015 2016 | 2017 | 2018
ST 13.56 | 13.82 | 14.14 | 14.40 | 14.66 | 14.92 | 15.18 | 1541 | 15.66
A=a=s 14.13 | 14.43 | 14.85 | 15.26 | 15.64 | 16.03 | 16.40 | 16.79 | 17.16
A 16.67 | 16.94 | 17.35 | 17.79 | 18.19 | 18.63 | 19.05 | 19.45 | 19.84
5 20.63 | 20.67 | 20.71 | 20.81 | 20.96 | 21.05 | 21.14 | 21.31 | 21.47
dE 23.02 | 23.28 | 24.15 | 25.06 | 25.97 | 26.65 | 27.25 | 27.74 | 28.14
e 10.83 | 11.04 | 11.49 | 11.94 | 12.37 | 12.82 | 13.20 | 13.75 | 14.29
= 16.35 | 16.53 | 17.02 | 17.37 | 17.66 | 17.83 | 18.00 | 18.16 | 18.31
|l = 13.09 | 13.27 | 13.74 | 14.12 | 14.50 | 14.86 | 15.24 | 15.62 | 16.03
2w FAA, wAEAAT
<E 2-9>+= UN7|=el whel g spabslol A Eheto] g ALSE AX a1
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AR R AEEY dele AR BolFa ) ojAS nigew Fa 4
A=y vashd 3 2000 d 2o @ 3patslo] dete] 2017 L H A3
7b =774 17de] ARk ole wlE Fo AxwE Zekavh HF 1154,
Aol Hgt 24d0] AZh 5A(LE, 5, o|ge o}, v, Zgr)o] HF
S Tatd 62.6d0] AFTh oA wlwEtH o] dwhih whE] aEllyrt
THEEAE & F vk B 2awAs R KSjsked dEe 129l 4
a1 ojgelofel W= 20, HA ZFAE A7 37dw 399 ARk a9
gl =9 45 201610 1Y AR o F3ta 9t

. 13} AL 1 AL X A | THAREE A EE

TE 7% 14% 20% 7%->14% | 14% ->20%
SR 1970 1994 2006 243 124
=4 1932 1972 2009 40d 374
olgg]o} 1927 1988 2008 61 20
n) = 1942 2015 2036 73 21
Zegos 1864 1979 2018 1154 394
o= 2000 2017 2026 174 94

k& @ OECD

<9 2-5>% OECD=7F¢] 20159 & JA4H]&

o}, 238 ALg|E Fle @yl ojgzlo}, ¥l HY, YEEZAI

rU O
l
K
B
fr
-
o
29
N
o,

ATd=9s & 5 o OECDHAC] 16.8%5 W+ =7k 20/M=d<s &
T QA EF FemTbolth = OECD=7F FolA 2015 AR a2 Ql+

Hl o] 31 A olal thE =7bel Hlal x4 %

aly
&

A o]t}
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% 2-5 OECD=7I ¥ elFH| &

(%) (%)
30 30
25 |azauz IEELE yoes 25
(7~14%) REEE-LES) E
P I j -------------------------- -4 4-2-2-4 20
15| 1 et LLEEEEL LY 15
10 10
5 | 5
O <& 6\\\"’@9’ 2 cpq';\'a'@\e‘bob{\"ob»bo‘5"5"‘\@#"&”@5‘\'\"@@ FR2 &oe.i\"d‘\(?q? & &S0 0
B R R R AR XGRS R SRy
LY % ‘(‘G:.*\Q-%g,\ o
\r\"\)‘:\\ée .{@ @é’:‘\ Q
S ¥
T D) F AT div] 654 o) A HlE
2) 20154 715
Zt&: UN World Population Prospects, the 2015 Revision
E 2-10. T2 MAZo MAMIlsAT H 2
(EH2] %)
=7} 2010 2011 2012 2013 2014 2015 2016 2017 2018
R 67.39 67.23 66.93 66.67 | 66.42 | 66.18 65.92 65.73 | 65.52
Mt 69.34 69.18 68.84 68.48 | 68.13 | 67.74 67.36 67.03 | 66.73
o 64.75 64.48 64.06 63.64 | 63.21 | 62.86 62.59 62.36 | 62.14
=g 65.94 65.84 65.95 65.97 | 65.87 | 65.75 65.55 65.25 | 64.98
SIS 63.83 63.65 62.88 62.07 | 61.26 | 60.81 60.32 59.95 | 59.67
3= 73.07 73.39 73.42 73.40 | 73.42 | 73.40 73.42 73.12 | 72.70
d=r 66.03 65.91 65.38 65.00 | 64.68 | 64.46 64.22 63.97 | 63.76
"= 67.13 67.10 66.79 66.55 | 66.32 | 66.12 65.89 65.63 | 65.36

T A TACADT
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A3% o124 =7

A1A AoF7] 714 (life cycle hypothesis)

Ando and Modigliani (1963)7} #A|A|gE o]&o2 ZHAIF-Ae} 7}A 4B &
Avsted A5 &Este] vk o] JHde] oletd THAIY AefanAl=e] I
= Aolase] XA iRl FFFS WARE o5 A A A7 ¢
2 S et S s dAY A5 v dHAS7AA LR Aola
S5 agoR &8 Fush FEA A andds AAEy] wielths
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HER A7 EAT 37 25X &S Aolth thA] HaA dAAES
A7)t 4d7] ZRke] ()l AR 7] el e S(-)o2 byt R/
14) Qo778 ok 7S ngo 2 AAE D gk A, 7Pl 28-S dAle] 2nl5E vy

Gl o] oJe Wit B4, vl A|HAnE e it G Wit A, farlh

5 wE25 a5z AR w0 El(2019), p.238.
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W, = 0= TN H, a=0..., (1-N) @)
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15) Jappelli(l999) T8 7138 0]58](2006), p.148-149.
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