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The purpose of this document is to analyze the existing relationship between the
structure and coverage of social security systems, and labor markets for older adults
in three countries of the Southern-Cone region, which are Argentina, Chile and
Uruguay. All the information presented in this document is based on data obtained
from the most recent national household surveys for every country in this region of
study’.

Throughout this research paper, the definition of older adults refers to adults
aged 55 and over, whereas the definition of older workers includes all the older adults
who are currently occupied. In order to better assess the effects of social security
systems on labor markets for older adults, the population of older adults was divided
into three age cohorts, which limits of age are 55 to 59 years, 60 to 64 years, and 65
years and over.

The interest of this document lies in the explanation of the connection between
social security systems and labor behavior for older adults, as well as the comparison
of labor decisions among older adults by gender.

Indeed, the demographic transition that characterizes many developing
countries, and that implies the ageing of their population, has become more evident in
the Southern-Cone region, where the percents of older adults in relation to the total
population are the highest in Latin America. In contrast to other Latin-American
countries, particularly those in Central America?, the existing social security systems in
the three countries studied exhibit higher rates of coverage and higher benefits. These
attributes may have hit the incentives of older adults whether to remain occupied, or
to retire. In particular, the case of Uruguay is very representative of this impact.

The document is divided into five sections. Section Il shows the different trends
in labor participation for older adults, by age cohort and gender, for several countries
in South America, including the three countries studied, between 1950 and 2000.
These trends are based on statistical data of the International Labor Organization.
Subsequently, Section Il presents different parameters of analysis, which reflect the
labor markets conditions for older adults in these countries of the Southern-Cone.
These parameters correspond to labor variables that allow determining the degree of
labor flexibility and opening for older adults, as well as their concentration by
economic sector, among other factors. Then, Section IV presents the main monthly

income sources for older adults in these countries of the Southern-Cone, both by age

' For Argentina: the “Permanent Household Survey”, 2003, from Instituto Nacional de
Estadistica y Censos. For Chile: the “CASEN Survey”, 2003, from Ministerio de
Planificacion y Cooperacion. For Uruguay: the “Continuous Household Survey”, 2004,
from Instituto Nacional de Estadistica.

2 CISS (2005, a).



cohort and condition of activity, in order to determine the provenience of income for
older adults in these countries. In this section, data was also obtained from national

household surveys for three countries. Finally, section V concludes.

The purpose of this section is to show the different trends in labor
participation of older adults, by age cohort and gender, in the three countries of the
Southern-Cone region, from 1950 to 2000, based on data from the International Labor
Organization (ILO)®, in relation to other South American countries. All along this
section, exclusively, the first age cohort of study comprehends older adults aged 50 to
59, because of the own specification of the data obtained from the ILO.

In relation to male older workers, in the age cohort from 50 to 59 years, their
labor participation has experienced a sustained decrease since 1950. In contrast to
Peru and Paraguay, where the labor force participation rates of older adults aged 50 to
59 have settled around 95%, throughout the five decades of study, in the three
countries of the Southern-Cone studied, those labor force participation rates have
diminished in more than five points, staying around 83% approximately. This result
reveals the tendency of older adults, aged 50 to 59, to retire from labor market at a
relatively early age, which has been evident in the three countries of study since 1950.
Graph I1.1 shows this trend.

Similarly, in the age cohort from 60 to 64, the labor participation of older
adults in these countries of the Southern-Cone region, from 1950 to 2000, shows a
pronounced diminution of 25 points or more, stagnating between 45 and 60% in 2000,
in contrast to the rest of the countries considered, which only exhibit low reductions.
Finally, in the age cohort from 65 years and over, only a small percent of older adults
in the Southern-Cone remains economically active, particularly in Uruguay, which male
labor participation rate was less than 15% in 2000. In contrast, in the case of Peru,
which behavior corresponds to the behavior of the countries in the Andean Region®,
the labor participation rate of older adults aged 65 and over reports superior levels to
50%. Therefore, these countries of the Southern-Cone region show a similar behavior
regarding labor participation of male older adults, which has constantly diminished
since 1950, and definitely reveals the preferences and incentives of male older adults

to remain economically active or not. Graph 1.3 and Graph 1.5 exhibit those trends.

® |LO Statistics.
* Bolivia, Colombia, Ecuador, Peru.
CISS (2005, b).



Graph 1.1
Labor Force Participation Rates for Male Older Adults
Aged 50-59 in South America, 1950-2000
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Source: own elaboration using data from ILO Statistics.

Graph 1.2
Labor Force Participation Rates for Female Older Adults
Aged 50-59 in South America,1950-2000
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Graph 1.3
Labor Force Participation Rates for Male Older Adults
Aged 60-64 in South America,1950-2000
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Source: own elaboration using data from ILO Statistics.

Graph 1.4
Labor Force Participation Rates for Female Older Adults
Aged 60-64 in South America, 1950-2000
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On the other hand, the labor participation of female older adults in the three
countries studied of the Southern-Cone has kept a similar behavior to the labor
participation of male older adults since 1950, except for an important recovery for the
first age cohort. Indeed, the labor participation of female older adults aged 50 to 59 in
South America has experienced a constant increase since 1950, reaching levels around
30%. For instance, in 1950, in Argentina, the female labor participation rate for the first
age cohort was lightly superior to 10%. In other terms, in Argentina, only one out of
ten women kept working at that age. However, in 2000, the participation reached 30%.
Thus, 50 years later, practically one out of three women in this age cohort kept
working. The case of Uruguay is more significant, since the female labor participation
rate for the first cohort exceed the level of 45% in 2000; that’s to say, almost half of
Uruguayan women aged 50 to 59 remain economically active in this year. Furthermore,
the case of Chile is very representative of the existing relationship between the type of
social security system present in a given country, and the labor participation rate of
older adults. Indeed, in 1981, Chile incorporated into its social security system a
mandatory private scheme of individual accounts®, in which the benefits that workers
receive at retirement depend on the number of contribution years in labor market. The
incorporation of this type of scheme into the Chilean social security system may have
influenced the incentives to retire from labor market, at least in the case of female
workers, whose labor participation rate had an important recovery since 1980. Graph
I1.2 shows such a trend. However, typically, female labor participation rates exhibit an
increasing trend world-wide.

The labor participation of female older adults aged 60 to 64 in South America
has remained relatively constant within each country since 1950, and has not shown
significant variations. However, the percents of participation in this age group are
clearly lesser in comparison to the previous cohort, except for Paraguay and Peru,
where the behavior of labor participation of older adults is similar to the behavior in
the rest of the countries in the Andean Region, and where countries populations are by
far younger than in the Southern-Cone region. Graph 1.4 shows this trend.

Finally, the cohort from 65 years and over shows an evident decrease in female
labor participation in South America, a trend that is equivalent to the behavior of male
older adults aged 65 and over in the same countries analyzed. However, in the case of
both men and women aged 65 and over, labor participation rates in the Southern-Cone
are radically inferior to rates in Paraguay and Peru. For instance, in Peru, in 2000, more
than 50% of male older adults aged 65 and over remained economically active, whereas
less than 15% of male older adults aged 65 and over in Uruguay kept working. In the
particular case for women, such a tendency was similar, although it reported lower

percents. Graph I1.5 and Graph I1.6 exhibit those behavioral patterns.

® Social Security Systems throughout the World (2003).
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Graph 1.5
Labor Force Participation Rates for Male Older Adults
Aged 65 and Over in South America, 1950-2000
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Graph 11.6

Labor Force Participation Rates for Female Older Adults

Aged 65 and Over in South America, 1950-2000
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From the information exhibited in the graphs presented in this section, the
following conclusion may be stated: mainly from age 60, labor participation rates in
the three countries studied of the Southern-Cone are clearly lower in comparison to
other countries in South America.®. The tendency to remain economically active, even
at old ages, in other countries of South America could be associated to the lack of
social security coverage in these countries, or the insufficient amount of pensions
granted at retirement. In contrast, the tendency to retire definitely from labor market
in Argentina, Chile and Uruguay, even at age 50, would reveal the presence of more
flexible social security systems and with higher benefits, which would promote
incentives to retire’. In other terms, in the three countries studied of the Southern-
Cone, the cost of remaining economically active from age 50 and over would be higher

than the benefit of working.

The purpose of this section is to analyze the different parameters that reflect
the existing labor markets conditions for older adults in Argentina, Chile and Uruguay;
fundamentally in comparison to the group of population aged 15 to 54. These
parameters are relevant because they reveal somehow the benefits of remaining
economically active, or not. All data shown in this section was obtained from the

respective national household surveys most recent in the three countries.

e Older Adults

The countries that constitute the Southern-Cone region-Argentina, Chile and
Uruguay- have the highest percents of older adult population in Latin America,
reaching 25% of their whole population, as in the particular case of Uruguay. Actually,
the dependency ratio of older adult population to population aged 15 to 54 -or the
ratio of the number of persons aged 55 and over to the number of persons aged 15 to
54- is relatively high in the Southern-Cone region, at least in contrast to the rest of
South-America, where the groups of young population are larger®. Graph Ill.1
represents the composition of total population in the three countries of the Southern-

Cone region by three main groups of age.

® In other Latin-American countries, legal retirement ages are similar, but the labor
participation rates of older adults are significantly higher in the countries studied of
the Southern-Cone region.

" Gruber and Coile (2000). According to these authors, social security policies that
promote incentives of older adults to remain economically active, contribute to reduce
the rate of departure of older workers from labor force.

® CISS (2005, ay b).



Graph I1I.1
Total Population by Age Groups in the Southern-Cone
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Source: own elaboration using data from respective national household surveys.

Within de older adult population or population aged 55 and over, female labor
participation rates are very similar for the three countries, and show a clear tendency
to choose retirement. However, male labor force participation rates are relatively
different for the three countries, and implicitly exhibit the possible effects of the
existing social security systems over the older adults’ condition of activity, mainly
throughout the amount of income from pensions and retirement.®. In Uruguay, for
instance, male aged 55 and on reveal a clear tendency to less economic activity, which
becomes more significant if the composition of income sources for older adults in this
country is considered®. Graph IIl.2 shows the condition of activity rates of older adults
in the Southern-Cone region by gender.

If the total older adult population is analyzed by age cohorts, from ages 55 to
59, from ages 60 to 64, and from age 65 and over, the preferences for retirement
become more evident, mainly from age 60, particularly in Uruguay, where male rate of
inactivity increases in more than 27 points between the first and the second cohort. In
Chile, in contrast, this rate only increases in more than 12 points between both
cohorts. Actually, still in Chile, male employment rate in third cohort is 12 points
higher than in Uruguay. Table 1l1.1 shoes the different percents of activity condition by

age cohort and sex in the three countries.

°® See Section IV in this document.
Gruber and Coile (2000).
2 See Section IV in this document.



Graph 111.2
Percent of Older Adults by Activity Status and Gender in the Southern-Cone
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Source: own elaboration using data from respective national household surveys.

Table 111.1
Main Age Groups by Condition of Activity and Gender in the Southern-Cone
(Percent)
- Men Women
Condition Age Groups Argentina Chile Uruguay Argentina Chile Uruguay
15-54 65.76 71.12 75.43 46.38 42.21 53.62
. 55-59 66.45 77.36 80.81 43.20 37.56 53.07
Occupied 60-64 55.13  66.40  55.43 26.37 2491  29.23
65 and Over 21.40 27.82 15.74 6.47 7.44 6.90
15-54 12.63 6.55 9.44 8.61 6.19 11.95
. 55-59 13.61 6.64 5.39 5.19 3.76 4.38
Unoceupied g g4 13.95 4.64 2.84 1.37 1.15 1.98
65 and Over 2.85 1.42 0.78 0.41 0.23 0.47
15-54 21.61 22.33 15.13 45.01 51.60 34.43
. 55-59 19.94 16.00 13.80 51.61 58.68 42.55
Inactive 60-64 30.01 2895 4173 72.26  73.94  68.79
65 and Over 75.75 70.76 83.48 93.12 92.33 92.63

Source: own elaboration using data from respective national household surveys.

Unemployment seems to affect more the population aged 15 to 54, than the
older adult population, except for Argentina, where the percents of older adults
unemployed by age cohort are even higher than the percent for the age cohort from
age 15 to 54. Although unemployment level seems to decrease in older adults cohorts
in the three countries studied, in the case of Uruguay, such a decrease represents a 3
points variation for men, and a 7 points variation for women, between the age cohort
15-54 to the age cohort 55-59. In contrast, in Argentina and Chile, variations between

cohorts are almost unnoticeable, at least for male population. These results suggest

10



that, in Uruguay, retirement is a viable option to make up for unemployment in older
adult population, since the payment of a stable and relatively consistent income, as a

pension, would increase the cost of work, or in other terms, the benefit of retirement.

e Older Workers

The category “workers” includes occupied persons. In relation to older workers,
the parameters that exhibit their labor conditions in every country studied match the
arguments previously explained, and emphasize on the possible effect of the existing
type of social security system on the convenience and decision to remain economically
active from age 55. Those parameters basically refer to the number of working hours
per week, the percent of workers who hold a secondary job, the firm size in terms of
number of employees, the economic sector of activity, and the category of occupation
of workers™. Although national household surveys in these countries are structured
similarly, some parameters are not constituted equally in every survey, information

that was specified for every table or graph.

Percent of Workers by Working Hours-ly;at‘e?lsvgle.i and Age Cohort in the Southern-Cone
Hours Age Cohort Argentina Chile Uruguay
15-54 23.77 13.63 16.19
55-59 20.28 11.58 15.98
1-20 60-64 20.52 14.18 20.36
65 and Over 21.49 16.08 30.95
15-54 20.72 N. A.* 18.03
51-39 55-59 23.42 N. A. 19.30
60-64 22.82 N. A. 19.77
65 and Over 20.62 N. A. 19.41
15-54 55.51 86.37 65.78
40 and Over 55-59 56.30 88.42 64.72
60-64 56.66 85.82 59.87
65 and Over 57.89 83.92 49.64

Source: own elaboration using data from respective national household surveys.
* N. A. means not available. In the case of Chile, the own structure of the survey doesn’t allow to obtain the
number of hours. Instead, the kind of labor journey may be obtained, either partial or full time.

One of the most important variables for analyzing labor conditions for older
workers aged 55 and over, is the number of working hours per week, which indicates
the flexibility degree that older workers may find in labor market, particularly
considering their age and leisure preferences. Table I11.2 shows the percent of workers

by age cohort and number of working hours per week. In the case of Chile, the number

™ Hurd and McGarry (1993).

11



of working hours per week per se could not be obtained because of the own structure
of the survey; the type of labor journey was obtained instead. Hence, in this document,
part-time labor journey was considered below 20 hours per week, and full-time labor

journey was considered from 40 hours per week.

Table 111.3
Percent of Workers Holding a Secondary Job* by Age Cohort in the Southern-Cone
Age Cohort Argentina Chile Uruguay
15-54 7.90 5.39 10.11
55-59 8.62 4.46 6.89
60-64 5.27 5.08 3.08
65 and Over 4.09 2.88 0.46

Source: own elaboration using data from respective national household surveys.
* In the case of Argentina and Uruguay, the percent includes workers holding two or more jobs.

Graph 1.3

Percent of Older Workers by Firm Size (N° of Employees) in the Southern-Cone
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Source: own elaboration using data from respective national household surveys.
Note: In the case of Argentina, the categories are 1 worker, 2-15 workers, and 16 and over workers.

From data shown in Table Ill.2, labor journeys seem to be more flexible for
older adults in Uruguay, in comparison to Argentina or Chile. In other terms, in
Uruguay, older workers are more susceptible to remain in labor market with shorter
labor journeys, which could be considered as gradual retirement. In fact, in the case of
Uruguay, the percent of older workers whose labor journey equals or exceeds 40 hours
a week clearly decreases when moving to an older age cohort, in contrast to the case of
Argentina and Chile, where the percent remains relatively constant when changing

cohorts.

12



Similarly, the percent of older workers holding more than one job is another
important variable for showing the existing labor conditions in every country studied.
Although in the case of Uruguay, in the cohort from age 55 to 54, the percent of older
workers holding more than one job is higher to the percent in Argentina or Chile -
actually, almost twice than in Chile- this percent is clearly lesser when considering the
cohort from age 55 to 59, or other older cohorts. An additional job could not be
necessary from age 55 and over because of the income sources that older adults
receive in Uruguay, where cash transfers and subsidies constitute an important
percent of older adults’ income (see Section V). Table I11.3 shows the percent of

workers holding an additional job by age cohort in the Southern-Cone.

Percent of Workers by Category of Oc-lc—:ik[))lfftilcljlrlfand Age Cohort in the Southern-Cone
Category Age Cohort Argentina Chile Uruguay
15-54 3.00 3.30 2.96
55-59 6.67 6.88 577
Employer 60-64 7.81 7.39 5.31
65 and Over 15.39 11.51 8.39
15-54 21.55 17.78 21.94
Self- 55-59 29.06 29.98 30.00
Employed 60-64 32.44 34.19 37.52
65 and Over 40.37 48.08 47.33
15-54 74.41 69.98 73.30
55-59 62.84 53.45 62.29
Employee g0 64 58.92 49.13 55.28
65 41.05 32.56 42.65
15-54 1.04 8.94 1.80
55-59 1.42 9.78 1.94
Other* 60-64 0.83 9.29 1.89
65 and Over 3.19 7.85 1.63

Source: own elaboration using data from respective national household surveys.

* In the case of Argentina, “other” includes unpaid workers. In the case of Chile, “other” includes
unpaid relatives, domestic service and army forces. In the case of Uruguay, “other” includes unpaid
relatives and members of a cooperativa.

As for main occupation, firm size where older adults work in the Southern-
Cone, which is determined from the number of employees, does not differ
significantly. Graph I11.3 shows the percent of older workers by firm size in the
Southern-Cone. From this graph, more than one third of older adult working
population works in a single person firm. This result is directly related to data
exhibited in Table 1.4, which shows the percent of older workers by category of
occupation and age cohort. Indeed, this work considers that the main categories of

labor occupation correspond to employers, self-employed, and employees. Thus, Graph

13



I11.4 represents the percent of older workers by category of occupation for the three
countries studied. Typically, most of older working population in those countries is
concentrated in the category of employees, although the category of self-employed
represents an important percent as well. This result matches the fraction of older

adults working in single-person firms.

Graph 1.4
Percent of Older Workers by Category of Occupation in the Southern-Cone
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Source: own elaboration using data from respective national household surveys.
Note: In the case of Argentina, “other” includes unpaid workers. In the case of Chile, “other” includes

unpaid relatives, domestic service and army forces. In the case of Uruguay, “other” includes unpaid
relatives and members of a cooperative.

Furthermore, from the analysis of the category of labor occupation by age
cohort, within older adult population, through data shown in Table I1Il.4, the
proportion of older adults working as self-employed increases considerably when
moving to older age cohorts in the three countries. For instance, in Chile, the percent
of older workers employees increased in more than 18 points, from 30% in the cohort
55-59, to 48.1% in the cohort 65 years and over. In other terms, in Chile, almost the
half of the older workers aged 65 and over work as self-employed. This result is
fundamental since it reveals implicitly the existing facilities in labor market for older
adults, particularly those aged 65 and over, for accessing into labor market, mainly
formal labor market, and remaining economically active.

Another important parameter for the analysis of labor market conditions is the
determination of the percent of workers in every economic sector of activity, which
refer to agriculture, mining, construction, electricity, transports and communications,

finances, commerce, and social services. This parameter is particular important for the

14



study of older working population, since it allows to understand which economic
sector facilitates the access of older adult population, and implies better labor
conditions. Table I11.5 reports data obtained for the three countries studied regarding
the percent of older workers by economic sector of activity by age cohort. Also, Graph
I11.5 represents in general terms the percent of older workers by economic sector of

activity.

Table 111.5
Percent of Workers by Economic Sector of Activity and Age Cohort in the Southern-Cone
Economic

Sector Age Cohort Argentina Chile Uruguay
15-54 1.41 12.64 12.49
. 55-59 2.03 14.05 4.67
Agriculture 60-64 2.09 16.37 6.33
65 and Over 1.38 20.72 7.00
15-54 12.84 13.43 1.92
. 55-59 10.06 11.79 12.12
Manufacturing ¢ 64 18.28 11.94 13.24
65 and Over 13.40 13.83 14.99
15-54 18.56 20.03 7.42
55-59 17.66 17.63 19.43
Commerce 60-64 16.68 16.90 19.63
65 and Over 31.16 23.69 25.06
15-54 31.57 27.82 13.93
. . 55-59 31.52 32.26 42.09
Social Services 60-64 26.74 32.23 41.06
65 and Over 21.33 23.94 36.72
15-54 35.62 26.07 64.15
55-59 38.74 24.27 21.70

Other*

60-64 36.21 22.56 19.73
65 and Over 32.73 17.81 16.24

Source: own elaboration using data from respective national household surveys.
* Other includes mining, electricity, construction, transport and communications, finance, and
unspecified activities.

The percent exhibited in Graph I11.5 show a clear tendency of older workers to
locate in social services economic sector in the three countries. In addition,
considering the percents by age cohorts within older adult population, the results for
the three countries are very similar in relation to the same sectors, particularly in
commerce and social services. In fact, the proportion of older workers in the
commercial sector increases substantially when moving to older age cohorts. In
particular, the percents shown imply that, both in Chile and Uruguay, one out of four
older workers aged 65 and over work in activities related to commerce, whereas in

Argentina, one out of three older workers of the same age cohort works in this sector.

15



Graph Il1.5
Percent of Older Workers by Economic Sector of Activity in the Southern-Cone
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Source: own elaboration using data from respective national household surveys.

Note: Other includes mining, electricity, construction, transport and communications, finance, and
unspecified activities.

This result is consistent with the results obtained for categories of occupation
and firm size. Indeed, given the results in these three parameters, older workers aged
65 and over in the Southern-Cone seem to exhibit a relatively independent labor
behavior. Within the same age cohort, in Chile, one out of five older workers aged 65
and over works in the agriculture sector. This result differs from the results for
Argentina and Uruguay, probably due to the lower development level that Chile had in
previous decades, in comparison to those countries, which implied a greater
concentration of older adult population in agriculture sector because of a lower
educational level®.

On the other hand, when comparing the percents of cohort from age 15 to age
54 to cohort from age 55 and over, the tendency to work in the social services sector
becomes clearer, regardless the age cohort of older adult population. Nevertheless,
when moving to older age cohorts, workers tend to locate in commercial and social
service sectors. This result differs from the conclusions found for the study of Central
America®, where most of older workers locate in agriculture sector.

Lastly, Table 1l1.6 constitutes a brief review of the results presented in previous

tables, by showing the highest percent found for each variable for every country and

2 In Chile, the majority of older workers in agriculture sector of activity were
determined to have a very low level of education. In fact, the low illiteracy rate —almost
zero- that still prevails in these countries of the Southern-Cone region, corresponds to
older adults who did not have any access to education, when young.

* CISS (2005, a).
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age cohort. The three countries exhibit results almost identical for every variable,
except for condition of activity of male older adults in Chile, where the percent turned
out to be noticeably high, and where the mandatory scheme of individual accounts has

promoted the labor participation of older adult population.

Table I11.6

A Glance of Main Parameters of Labor Markets Conditions in the Southern-Cone
(Higher Percent*)

Age Group Parameter Argentina Chile Uruguay
Activity Status: Men Occupied Occupied Occupied
Activity Status: Occupied Inactive Occupied
Women

Population from Occupied: Category of

15 to 54 Years Occupation Employees Employees Employees
Occupied: Economic . Social
Sector of Activity Other Services Other
Occupied: Full-Time?2 Full-Time Full-Time
Labor Journey
Activity Status: Men Inactive Occupied Inactive
Activity Status: Inactive Inactive Inactive
Women

Older Adult Population Occupied: Category of Emplovees Emplovees Emplovees

(55 Years and Over) Occupation ploy ploy ploy
Occupied: Economic Other Social Social
Sector of Activity Services Services
Occupied: Full-Time Full-Time Full-Time
Labor Journey
Activity Status: Men Inactive Inactive Inactive
Activity Status: Inactive Inactive Inactive
Women

Third Age Cohort of the .

Older Adult Population 8ggﬂp$(ij6nCategory of Employees Emseig_ed Emselg- od

(65 Years and Over) P ploy ploy
Occupied: Economic Commerce gg;nrsnoirig? Social
Sector of Activity and Other - Services

Services

Occupied: Full-Time Full-Time Full-Time

Labor Journey

Source: own elaboration.

* Corresponds to the higher percent reported in Tables Ill.1 to IlIl.5. ** Includes mining, electricity,
construction, transport and communications, finance, and unspecified activities. 2 Full-Time journey equals
40 working hours a week and over.
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On the other hand, when comparing age cohorts, the results reveal the same
behavioral pattern of older adult working population, which seems to be concentrated
in commercial or social services sectors, basically.

Therefore, this section presented the main results obtained from most recent
household surveys in Argentina, Chile and Uruguay, regarding labor conditions for
older adult population by age cohort, with an emphasis on older adults aged 65 and
over.

Subsequently, next section presents the most important income sources for
older adults in the Southern-Cone. The purpose is to understand the way that social
security coverage and schemes may influence incomes sources, and therefore labor

behavior.

The purpose of this section is to analyze the main different monthly income
sources that older adults receive in the Southern-Cone, as well as the existing
relationship between these sources and the labor behavior of older adults. In deed,
both the kind and the amount of income sources will certainly affect the decision
whether to retire or to remain economically active. In other terms, the labor behavior
of older adults is the result of an optimization process that establishes both the costs
and benefits of working, instead of retiring. Thus, in this section, four main monthly
income sources for older adults in the Southern-Cone are introduced, which refer to
labor income, income from pensions and retirement, transfers from relatives or
persons outside the household, and subsidies. The data related to income sources was
also obtained from the respective national household surveys from every country in
the region.

In addition to a comparison of income sources between the three countries, this
section proposes an analysis of income sources from three approaches: first, the
composition of income sources by age cohort, or the percent that each cohort
represents in each source received by older adults; secondly, the composition of
income sources by condition of activity, or the percent that corresponds to each
condition of activity in every income source received by older adults; and lastly, the
percent of every age cohort that receives each income source. Hence, three graphs are
shown for every country, which represent one of the previous approaches. Also,
income sources are not mutually exclusive between them.

The analysis of income sources is crucial in order to determine the provenience
of income for older adults, as well as the degree of social protection that they may

receive, considering that the original purpose have to retire from labor market because
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of age or health reasons. Although an inactive older adult may also receive economic
support through family transfers or personal savings, income from labor constitutes
the most important income source for an adult. Hence, social security becomes crucial
as a compensating mechanism to alleviate the lack of labor income because of
retirement from economic active life. Therefore, this mechanism is expected to be
more effective in its purpose in countries where social security has a larger coverage
and provides higher benefits, reason why older adults are more susceptible to chose

retirement around the legal age of retirement, as in the three countries studied.

Graph IV.1
Percent of Older Adults by Income Sources in the Southern-Cone

70

60

50

40

%

30

20

10

Labor Pensions Transfers Subsidies

O Argentina B Chile O Uruguay
Source: own elaboration using data from respective national household surveys.
Note: “pension” includes old-age pensions and retirements. In the case of Chile, “subsidies”
refers to the PASIS pension. In the case of Uruguay, “subsidies” includes scholarships,
subsidies and donations. In the case of Argentine, the category “subsidies” was not able to be
obtained from the survey. Also, in the case of Argentina and Chile, the category “transfers”

actually refers to transfers from persons outside household. In the case of Uruguay, the
category “transfers” include family transfers and transfers from persons outside household.

Typically, income from pensions and retirement represents the main source of
income for older adults in the Southern-Cone region. Graph IV.1 shows the percent of
older adults by income sources for every country studied. In the particular case of
Argentina, income from subsidies could not obtained because of the own structure of
the household survey. Both in Argentina and Uruguay, the percent of older adults
receiving a pension income is clearly higher than the percents of older adults receiving
the other income sources. In contrast, in Chile, the percent of older adults receiving a
labor income is very similar to the percent of older adults receiving a pension income
in this country. This result suggests that, in Chile, income from labor represents such

significant source in relation to other three that has positively affects the incentives to
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remain economically active. In Uruguay, instead, the percent of older adults receiving
an income from pension exceeds in 30 percentage points the fraction of older adults
receiving an income from labor. Also, still in the case of Uruguay, the percent of older
adults receiving income from transfers, either from relatives or from persons outside
the household, as well as income from subsidies, is noticeably higher than in Argentina
or Chile. Actually, in both countries, income from transfers represents an insignificant
percent. Hence, these results are conclusive because they reveal the reach of older
adults in terms of consumption, survival and well-being. In deed, in Uruguay for
instance, an older adult may clearly diversify his income sources and, thus, to live with

dignity, without necessarily remaining economically active.

Table IV.1
Main Characteristics of Social Security Systems in the Southern-Cone

Characteristics Argentina Chile Uruguay

-Social Insurance

-Social Insurance -Social Insurance

System -Individual Accounts -Mandatory Private -Private Insurance
Insurance
Current Laws 1993 1952, 1980, 1981 1995, 2000, 2001
Retirement Age Men: 65 Men: 65 Men: 60
9 Women: 60 Women: 60 Women: 60
Minimum Years of
Contributions 30 20 35
US 139.2
. If Age <70
EA‘;L"S?;‘;?*A”“OUM of US 27.5 US 51.1
uUs 152.2
If Age >70
Introduction of Non 1996
Contributive Pensions (New Administration) 1975 1919
Scheme for Old Age
Non Contributive 70 65 70

Old Age Pension Age

-Monetary Subsidies

Benefits Monetary Subsidies -Other

Monetary Subsidies

Source: Social Security Programs Throughout the World (2003).
Bertranou, Solorio and Van Ginneken (2002).
* Exchange rates: 2.91 Argentinean pesos, 535.3 Chilean pesos, 24.11 Uruguayan pesos per dollar.

Moreover, regarding income sources for older adults, the results found for

Argentina, Chile and Uruguay reassert the trends of older adults labor behavior
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described in the second section of this document. On this matter, the data obtained
from the ILO revealed that, from 1950 to 2000, the labor participation of male older
adults in Uruguay is evidently lower than the participation in Argentina or Chile,
mainly at age 60 and on. This outcome is logic because retirement age for men in
Uruguay is 60 years, five years less than in Argentina and Chile. Table IV.1 exposes the
main characteristics of the respective social security systems in the countries of the
Southern-Cone region. The three countries have two main schemes of social security
which are social insurance and private insurance, which is mandatory in the case of
Chile and was introduced 10 years before than in Argentina and Uruguay'. Another
relevant feature exposed in Table IV.1 is the existence, as well as the date of
introduction, of a non-contributive pension scheme intended to alleviate the economic
needs of older adults in poverty situation, basically throughout a monthly monetary
subsidy®. As for Uruguay, this scheme was introduced several decades ago and has
remained almost unchanged ever since. In contrast, both in Argentina and Chile, the
non-contributive schemes were introduced subsequently, or were introduced timely
but had experienced different adjustments either on their concept or their

management®®.

Table IV.2
Social Security Coverage Indicators for Older Adult Population
by Age Cohort, Gender and Zone in the Southern-Cone

(Percent)

Indicator Cohort Argentina Chile Uruguay
Coverage Rates for Older Beneficiaries Aged
Adults Aged 65 and Over 65 and Over 68.3 63.8 87.1

50-59 35.7 58.6 60.2
Economically Active

60-69 28.1 47.2 50.1
Covered Persons Aged 50
and Over 70-79 10.8 32.7 324

80 and Over 12.4 25.2 334
Covered Persons Aged 65 Men 74.3 72.6 76.9
and Over by Sex Women 64.2 57.2 78.9
Covered Persons Aged 65  Urban N. A* 67.7 N. A.
and Over by Zone Rural N. A. 45.2 N. A.

Source: World Bank, 2005.
*N. A. = Not available.

In terms of social security coverage, Uruguay is the most benefited country in
the Southern-Cone". Table IV.2 exhibits several indicators of social security coverage

for older adult population in the South-Cone, either by age cohort, sex, or zone, based

* Mitchell (1996) and Rofman (2002).

s Bertranou, Solorio and Van Ginneken (2002).

' Social Security Programs throughout the World (2003).
" Mitchell (1996).
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on data from the World Bank. According to this information, the percent of
beneficiaries aged 65 and over in Uruguay exceeds the percent for Argentina or Chile
in more than 20 percentage points. Likewise, the percent of covered persons aged 50
or over that still remain economically active is higher in Uruguay, in particular at 60
years old an on, which reveals again the importance to remain economically active in
the case of Argentina and Chile.

Although social security systems in the Southern-Cone region have higher rates
of coverage and more paternalistic schemes than in other South American countries,
and although older adults in this region receive income from diversified sources and
thus y their labor participation rates are lower in the Southern-Cone than in other
Latin-American countries, the results are more intense in the case of Uruguay, which
confirms the intuition that a more paternalistic social security scheme will necessarily
have a negative influence on the incentives that an older adult in age of retirement has
for remaining economically active.

Next, the composition of the four income sources for older adults is shown for
every country in the Southern-Cone, either by age cohort or by condition of activity, as

well as the distribution of age cohorts by income sources.

e Income Sources for Older Adults in Argentina

In the case of Argentina, more than 45% of older workers receiving income from
labor belong to the first age cohort, whereas more than 20% belong to the third age
cohort. Furthermore, more than 5% of older adults receiving a pension or retirement
income are aged between 55 and 59, whereas more than 80% of these older adults are
aged 65 or over. Finally, in relation to income from transfers from persons outside the
household, around 60% of older adults receiving these transfers are aged 65 and over,
whereas the fraction of older adults aged 60 to 64 receiving income from transfers
equals 25%. Therefore, in Argentina, both income from pensions and retirement, and
transfers from persons outside the household are basically addressed to older adults
aged 65 and over. Graph V.2 shows the composition of income sources for older
adults in Argentina by age cohorts in 2003.

In relation to the compaosition of income sources of older adults by condition of
activity, the whole category of older adults receiving a labor income refers to older
workers, which is logic. In contrast, more than 90% of older adults receiving an income
by pensions or retirement are inactive, whereas an almost zero percent corresponds to
unoccupied older adults. This result matches the hypothesis that older adults who face
unemployment prefer to retire from labor market rather than seeking to find a job.
Finally, the majority of older adults who receive income by transfers from persons

outside the household correspond to inactive older adults, followed by the part that
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corresponds to unoccupied older adults. Only a little more than 10% of older adults
receiving income from transfers are occupied. Graph 1V.3 shows the composition of

income sources of older adults by condition of activity in Argentina in 2003.

Graph IV.2
Income Sources for Older Adults by Age Cohort in Argentina, 2003
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Source: own elaboration using data from Encuesta Nacional de Hogares, 2003.

Note: the category “subsidies” was not able to be obtained from the survey. “Pension”
includes old-age pensions and retirements. “Transfers” refer to transfers from persons outside
household.

Graph IV.3
Income Sources for Older Adults by Condition of Activity in Argentina, 2003
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Source: own elaboration using data from Encuesta Nacional de Hogares, 2003.

Note: “subsidies” was not able to be obtained from survey. “Pension” includes old-age
pensions and retirements. “Transfers” mean transfers from persons outside household.
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Graph IV.4
Age Cohorts by Income Sources for Older Adults in Argentina, 2003
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Source: own elaboration using data from Encuesta Nacional de Hogares, 2003.
Note: “pension” includes old-age pensions and retirement, “transfers” refer to transfers from
persons outside household, and “subsidies” were not able to be obtained from survey. *The

sum of the columns of the same color doesn’t equal 100%, because an older adult may receive
one or many different sources. Note: Subsidies refers exclusively to the PASIS pension.

Finally, Graph IV.4 represents the percent of older adults by age cohort by
income sources in Argentina in 2003. The sum of the percents of the columns of the
same color does not equal 100%, since an older adult of the same age cohort may
receive many income sources among the four ones exhibited. In relation to labor
income, only occupied population by age cohort was considered; in other terms, 80% of
older adults of the third age cohort that still work receive a labor income. Likewise,
70% of older adults of the third age cohort receive an income from pensions and

retirement. The percents referring to income fro transfers turned out to be very low.

e Income Sources for Older Adults in Chile

In the case of Chile, the composition of income sources for older adults by age
cohorts are very similar to the composition in Argentina, although the fraction of older
adults aged 65 and over receiving an income from pensions and retirement is higher in
Argentina. Furthermore, the majority of older adults receiving an income from
subsidies corresponds to the third age cohort. Graph IV.5 shows income sources for

older adults by age cohorts in Chile in 2003.
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Graph IV.5
Income Sources for Older Adults by Age Cohort in Chile, 2003
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Source: own elaboration using data from Encuesta CASEN, 2003.
Note: “pensions” include old-age pensions and retirements, “transfers” refer to transfers from
persons outside household, and “subsidies” refers exclusively to the PASIS pension.

Graph IV.6
Income Sources for Older Adults by Condition of Activity in Chile, 2003
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Source: own elaboration using data from Encuesta CASEN, 2003.

Note: “pensions” include old-age pensions and retirements, “transfers” refer to transfers from
persons outside household, and “subsidies” refers exclusively to the PASIS pension.

Regarding the composition of income sources for older adults by condition of
activity, the results found for Chile are relatively similar to the results found for

Argentina. However, in the case of Chile, an important percent of older adults who
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receive an income from pensions and retirement corresponds to occupied older adults,
in contrast to the case of Argentina. This evidence suggests that, in Chile, older adults
exhibit a tendency to keep working, even though they receive an income from pensions
and retirement. Graph V.6 represents the composition of income sources by condition
of activity in Chile in 2003.

Graph IV.7
Age Cohorts by Income Sources for Older Adults in Chile, 2003
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Source: own elaboration using data from Encuesta CASEN, 2003.
Note: “pensions” include old-age pensions and retirements, “transfers” refer to transfers from
persons outside household, and “subsidies” refers exclusively to the PASIS pension. *The sum

of the columns of the same color doesn’t equal 100%, because an older adult may receive one
or many different sources. Note: Subsidies refers exclusively to the PASIS pension.

Lastly, in relation to older adults by age cohort and income sources, in Chile,
the fraction of older adults aged 65 and over receiving income from pensions and
retirement is only 50%, whereas in Argentina reaches 70%. Graph IV.7 shows the results
for Chile in 2003.

e Income Sources for Older Adults in Uruguay

In the case of Uruguay, the results regarding the composition of income
sources for older adults by age cohort are not significantly different from the results
in Argentina and Chile. Nevertheless, the importance of the adults aged 65 and over is
evident in the composition of income from transfers from relatives or persons outside
household, as well as in the composition of income from subsidies. Although in the
case of Uruguay the category “subsidies” gathers scholarships, subsidies and

donations, the percent of older adults who are still studying turned out to be almost
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zero, which indicates that the analysis actually refers to subsidies and donations.
Graph 1V.8 represents the composition of income sources for older adults by age

cohorts in Uruguay in 2004.

Graph IV.8
Income Sources for Older Adults by Age Cohort in Uruguay, 2004
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Source: own elaboration using data from Encuesta Continua de Hogares, 2004.
Note: “pensions” include old-age pensions and retirements, “transfers” refer to transfers from
persons outside household, and “subsidies” refer to scholarships, subsidies and donations.

Graph IV.9
Income Sources for Older Adults by Condition of Activity in Uruguay, 2004
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Source: own elaboration using data from Encuesta Continua de Hogares, 2004.
Note: “pensions” include old-age pensions and retirements, “transfers” refer to transfers from

persons outside the household, and “subsidies” refer to scholarships, subsidies and
donations.
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Similarly, the composition of income sources for older adults by condition of
activity is not truly distant from the composition in Argentina or Chile: once again,
100% of older adults reporting an income from labor are occupied, whereas the highest
percent of older adults receiving an income from pensions and retirement, from
transfers, and/or from subsidies, corresponds to the group of inactive older adults.
Graph IV.9 exhibits the composition of income sources for older adults by condition of

activity in Uruguay in 2004.

Graph IV.10
Age Cohorts by Income Sources for Older Adults in Uruguay, 2004
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Source: own elaboration using data from Encuesta Continua de Hogares, 2004.
Note: “pensions” include old-age pensions and retirements, “transfers” refer to transfers from
persons outside household, and “subsidies” refer to scholarships, subsidies and donations.

*The sum of the columns of the same color doesn’t equal 100%, because an older adult may
receive one or many different sources. Note: Subsidies refers exclusively to the PASIS pension.

Finally, Graph IV.10 shows the percent of older adults by age cohort, by income
sources, in Uruguay in 2004. According to the data presented in this graph, more than
80% of older adults aged 65 and over receive income from pensions and retirement.
This result is considerably higher than the percents obtained for the other two
countries, at least in 10 points. Also, both transfers from relatives or persons outside
household, and subsidies, turned out to be the most important income sources for
older adults in Uruguay, in comparison to Argentina and Chile. Actually, older adults
by age cohort receiving income from subsidies represent 10% for the three age cohorts,
which in the case of Chile only occurs for adults aged 65 and over.

Therefore, the previous graphs show the existing situation in terms of income
sources for older adults in the three countries that constitute the Southern-Cone

region. The underlying importance of this section refers to the evident and existing
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relationship between the composition and the diversity of income sources that older
adults may receive in this region, and their labor behavior. Indeed, the information
introduced in this section suggests that the more access older adults may have to
other income sources than income from labor, the lesser their labor participation will
be. The results found for the Southern-Cone region become more significant if
compared to the results found for the Andean region or the Central-American region,
where a clearly important percent of older adult population has to remain

economically active in order to subsist, regardless of age cohort.

The purpose of this research document was to show, as well as to elucidate, the
existing relationship between the prevailing social security systems and the labor
behavior of older adults, in the countries of the Southern-Cone region. For this
purpose, all the data regarding labor markets conditions and income sources was
obtained from the most recent national household surveys of every country studied.

Hence, section Il showed the labor participation of older adults in the three
countries of study, as well as in other South American countries, between 1950 and
2000, from data obtained from the International Labor Organization statistics. The
labor participation of older adults in the Southern-Cone has constantly decreased since
1950, and currently reaches inferior levels in comparison to other South American
countries. Subsequently, section Il presented different parameters of analysis in order
to assess the labor markets conditions for older adults in the Southern-Cone region,
who remain economically active, and thus to visualize the degree of flexibility of labor
markets for older adults in these countries. Lastly, section IV presented the main
monthly income sources for older adults in this region of study, as well as the
composition of these sources, both by age cohort and condition of activity, and
described the main characteristics of social security systems currently functioning in
the three countries.

Although the three countries in the Southern-Cone region exhibit a similar trend
regarding labor behavior of older adults, essentially in relation to other Latin American
countries, the results are more evident and elucidative for Uruguay, a country which
social security system reveals higher rates of coverage, and more generous schemes of
benefits.

However, the main aspect that characterizes and identifies the three countries of
the Southern-Cone region is the evident ageing of their respective populations, in

particular the increasing percent of older adults over total population, which is the
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highest in Latin America, and which main implication is financial insolvency®.
Although, since many years ago, the three countries have already adopted fully funded
schemes of social security benefits, privately managed, many sectors of older
population still remain in poverty conditions. Therefore, the maintenance and

promotion of non-contributive schemes, addressed to these sectors, become a highly
relevant issue®.

® Gruber and Wise (2001).
* Bertranou, Solorio y Van Ginneken (2002).
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