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Laborers’ Retirement Behavior and the Welfare Effect of

Postponing Retirement Age in Urban China
Feng Jin' , Han Xu® & He Lixin'
(School of Economics, Fudan University' ;
Guotai Junan Securities’)

Abstract: This paper uses the model of Option Value (OV) to investigate the welfare effect of
postponing retirement age in China. For those at the same age, laborers” welfare will be improved if
postponing retirement age increases laborers’ OV. Drawing upon the data of the Urban Household
Survey of China, this paper calculates OV for each individual and examines the effect of OV on the
probability of retirement according to the current social security policy. Empirical results show that
the probability of retiring decreases as OV increases. Furthermore, this paper simulates the impact of
postponing retirement age on the OV of individuals of different sex and age. This study shows that the
impact of postponing retirement age on the OV of male workers is minimal, whereas the effect upon
women is significant. In addition, the effect upon women with different wage and unemployment ratio
varies, with a more positive impact on women with higher wage and lower possibility of
unemployment.
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