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ALMP

Retirement and Aging

Mariola Pytliková

CERGE-EI and VŠB-Technical University Ostrava, 

CReAM, IZA, CCP and CELSI

Info about lectures: https://home.cerge-ei.cz/pytlikova/LaborSpring16/

Office hours: by appointment

Contact:

Email: Mariola.Pytlikova@cerge-ei.cz

Mobile: 739211312

https://sites.google.com/site/pytlikovaweb/

Study Materials and Reading List

• Slides of the lectures 

• All materials provided on: http://home.cerge-ei.cz/pytlikova/LaborSpring16/

Readings:

Cahuc, Carcillo and Zylberberg, Labor Economics, Chapter 14, Active labor

market policies. 

Tito Boeri and Jan Van Ours (2008): Economics of Imperfect Labor Markets. 

Princeton University Press. Chapter 6: Retirement Programs, pp. 121-137.

https://home.cerge-ei.cz/pytlikova/LaborSpring16/
mailto:Mariola.Pytlikova@cerge-ei.cz
http://home.cerge-ei.cz/pytlikova/LaborSpring16/
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OUTLINE

• Shortly about the exam

• ALMP - international perspective

• Evaluating labor market policies

• Retirement plans and aging

Exam

• Written

• Thursday 31.3.2016, 10.30-12 

• Forms of questions
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Two forms of questions: essay question

• Question #2 [20 minutes]: 
There was a large increase in income inequality in the Central and Eastern 

European (CEE) and the Commonwealth of Independent States (CIS) countries 

during and after their economic transition. Was it mostly a positive or negative 

phenomenon? What could be the driving forces behind the observed rise in 

wage inequality in the CEE and CIS countries? Discuss.

Two forms of questions: False/True/Uncertain essay 

questions

Question #3 [15 minutes]: Answer the following questions as True, False or Uncertain 

and briefly explain your reasoning, use diagrams if needed:

• a) According to the Borjas (1987) selectivity theory, for workers who immigrate to the 

United States from a country with a less equal distribution of earnings the largest 

potential gain exists for unskilled workers. Thus there is a higher probability of positive 

selection of migrants from that country to the U.S.

• b) In general, women in low-paying jobs tend to earn a lower percentage of male 

earnings (for those males in low-paying jobs) than women in high paying jobs.

• c) In the model where employers discriminate against females, those employers that 

devalue the productivity of the females more than other employers will earn a lower 

profit.
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ALMP – the purpose
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ALMP – the purpose
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ALMP – the purpose

12

ALMP – public expenditure on LMP, 2002-2011
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ALMP – public expenditure on ALMP, 2002-2011
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ALMP – public expenditure on LMP, 1985-2011
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ALMP – public expenditure on LMP, 1985-2011, 

changes over business cycle

16

ALMP – correlation between unmpl and ALMP spending 

in 31 countries, 2002-2011
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ALMP – correlation between unmpl and ALMP spending 

in 31 countries, 2002-2011

18

ALMP spending and institutions spending
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ALMP spending and institutions spending

20

ALMP – differences between countries
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ALMP – differences between countries
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ALMP – differences between countries
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Evaluating labor market policies

24

Evaluating labor market policies, challenges: 

selection bias and externalities
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Evaluating labor market policies, challenges: 
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Evaluating labor market policies, challenges: 

selection bias and externalities
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Evaluation based on controlled experiments

28

Evaluation based on controlled experiments, an 

example of randomization
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Evaluation based on controlled experiments, an 

example of randomization

34

Evaluation based on controlled experiments, an 

example of randomization



22. 3. 2016

18

35

Evaluation based on controlled experiments, an example of 

randomization, effect on long term fixed contracts (LTFC) and long 

term employment (LT)

36

Evaluation based on controlled experiments, an 

example of randomization
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Evaluation based on controlled experiments, an 

example of randomization
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Evaluation based on controlled experiments, an 

example of randomization

42

Evaluation based on controlled experiments, an 

example of randomization



22. 3. 2016

22

43

Evaluation based on controlled experiments, an 

example of randomization
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Evaluation based on controlled experiments, an 

example of randomization
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Evaluation based on observational data, an 

example of Diff in Diff
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Evaluation based on observational data, an 

example of Diff in Diff

52

Evaluation based on observational data, 

matching
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Evaluation based on observational data, 

matching
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Evaluation based on observational data, 

matching
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Evaluation based on observational data, 

matching

56

Evaluation based on observational data, 

duration analyses
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Overview of the effects – results from meta-

analysis

58

Overview of the effects – results from meta-

analysis
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Overview of the effects – results from meta-

analysis
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Overview of the effects – results from meta-

analysis



22. 3. 2016

31

61

Overview of the effects – results from meta-

analysis
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Overview of the effects – results from meta-

analysis

64

Summary
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Summary

Retirement plans and aging
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Demographic changes

https://www.youtube.com/watch?v=QwfH1gYkXTw
http://www.economist.com/blogs/graphicdetail/2014/11/dail
y-chart-10
https://www.ined.fr/en/everything_about_population/videos
/animation-population-pyramid/

Retirement programs

• Large-scale retirement a rather recent phenomenon: until 

beginning of the twentieth century, not many workers-

retired, they worked as long as they could, and if they 

stopped working, the retirement involved often a few years 

of dependence on children.

• Today – extended period of financed independence and 

leisure

• Forced retirement – mandatory retirement age, early 

retirement programs (offers that cannot be refused)

• Defined benefit (DB)-defined contribution (DC) programs

• Comparison of retirement  and early retirement age and 

incentives to retire across countries and time;

https://www.youtube.com/watch?v=QwfH1gYkXTw
http://www.economist.com/blogs/graphicdetail/2014/11/daily-chart-10
https://www.ined.fr/en/everything_about_population/videos/animation-population-pyramid/
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Table 8.6: Standard age and earliest age of entitlement to public old-age pensions; Pension replacement 

rate

B&vO –Tab 6.1 pg 123 

Retirement programs

 Age and Employment
 Important role of early retirement and retirement programs and 

their reforms

 Table 8.7

 Age and Productivity
 Most employer (and also employees) believe in a rule of thumb 

that average labor productivity declines after an age between 40-

50; 

 However, a large heterogeneity across workers, occupations/jobs

 Research – mixed evidence, B&vanO pgs chapter 6.
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Table 8.7: Average age of transition to inactivity

B&vO –Tab 6.2 pg 126 

Retirement programs

 Lifetime incomes are higher the longer workers put off retirement

 An increases in pension benefits reduces the price of retirement, 

increasing the demand for leisure, encouraging the worker to retire 

earlier

 If pension benefits are constant, wage increases have a 

substitution and income effect, so lifetime income may not be 

altered

 Option value – continue to work if expected present value of 

immediate retirement

 Option value of work:

 Positive: continue to work

 Negative: retire now
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Life-cycle allocation of time

B&vO

EXAM 31.3.2016, 10.30-12.00

Active labour market policies; Unemployment benefits

Retirement and aging; Early retirement plans  


