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ol A AR} QUt) 371%F BYE ofge] aHAH UERE =tk A1 T1717F A%

He AFANA A 2ES AJAE A4 27]|2HE A4S 49 TI7I7A% =%

S 3o, AAd2HE AA% A= T27|7HA] %S dth

Tl T2 T3

lo
A,
I
ol
PN
N
rlo
A
>
2
)
R
rlo
,
>
o)
~
>
o
A=)



1

I*i = d+ B1Cprit B3Cip:i+ 2,7 —u; >0

)

i

=5

l

7

S
= X

}o

[}

{ﬂ,

o]

2 E(u) =00tk 74

1= 70 S

—
__

)

3
4)
®)

B1by, By= Boby, e=(u— Be,—

(d+ Bay+ Brasy) + B K by + BoK by + 2y — (u— Bre; — Brey) > 0

Ciri= a1+ Kb+ ey;
Crr i= ay+ Kyby+ ey

d+ pa,+ Bhay, B,

A (el TG, 2o AR A 69k 2ol wA 2 5 Ak ol 4y, 4
A

o} J
o

il
el

°
T

e
L

©6)

E 2ok A

)

g

1|K1,K2,Z): Pr(e < A+K131+K232+Z7’1K1,K2’Z)

Pr(
HA A A= A (6)S H9-F4H(Maximum Likelihood Estimation) &2 5%

3]

A

4 6)3} oA,



8 BRI ST 3N

A D)ZE2Fe] v Al 247t mE FASEHA H, 27]2E S AALEE AY
S ] AEH o) (selection bias)7F HAASH=AE L5k ol F WA Ao ] =
AL o 2

E(CER|K1’E <X7]):dl+K1b1_/11M1 (7)
E(CLR|K2’E>X7])202+K2b2+/12M2 (8)
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s ulEh, M= ¢(Xp)/ 0(Xy), 18131 My= ¢(Xp)/(1— O(Xp)E 717t &)
g}, ol g ¥ A =g (standard normal density function)E, @t ¥i A
TP 4(standard normal cumulative distribution function)& 242t <jv]gic) &
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Aelxe] 74 AE o]-gghtt
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E(Cgl Ky e > Xn) = ay+ Kyby= E(Crpl Ky) (10)
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F glrke Aolth A%t 28 WAREAAE SHAR YoR 28 U9, 25 A
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Soll 5

S(transitory income)®] A4S 2t7] wiizelth whebA 2 Aol AREE 4
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t. CRATIO

CRATIO= 25 A ZH|oh 25 5 4H] 9] HI5S YRl HgRA] 287 37004
AEEE FEES T2 shueltt o] W= A F 7] ovlE Al qlvk A WA=
27)25 Aol 25 A5 &nle) A WlwE ofgA e 7L & 28 A5 &
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e S T Y
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(Z 1) ¢ Eo

BRI ST 3N

PRECONS 25 A A
POSTCONS 25 & 4w
CRATIO 2E AF A6 (= 25 $ &¥] /25 A &H)
AGE 1998 FA] A
SEX Al (1= 94
EDU WAL
NUM & 7S
BADHEAL 748 (1 = U
SSEC IFHAF 7k 51 = 719D
PREINC 2H A 25(&0AEIAS, HFAE TSR] o] 835t 2A)
POSTINC SH § A5(ERAEAS, 7T A ol 88t 2A)
INC_ER Z7|2EHA] Aol €5 A5
INC_LR AALEA Ao EFT A5
IND 1998 dA &3k 2] Akl FEA = A3AAEY)
SAMU AR o B(1 = AFFE])
SELF 29 %A1 = A9
(B 2) 7|1= sS4
A 2 2725 2} PR

"yt | EEEak | ws | ¥eda | 9d | ¥EEA
PRECONS 65.11 39.93 68.35 31.29 62.75 45.33
POSTCONS 60.06 30.71 63.79 2875 57.34 32.03
CRATIO 1.04 0.46 1.00 0.36 1.07 052
AGE 59.61 5.34 55.14 2.27 62.86 451
SEX 0.85 0.36 0.88 0.32 0.83 0.38
EDU 8.79 5.16 9.09 489 858 5.37
NUM 343 1.73 3.70 1.60 3.24 1.80
BADHEAL 0.25 0.43 0.26 0.44 0.24 0.43
SSEC 0.18 0.38 0.16 0.37 0.19 0.39
PREINC 97.71 74.62 8951 54.93 103.69 86.17
POSTINC 88.17 63.25 94.21 60.25 83.77 65.50
INC_ER 89.53 62.32 95.14 77.19 85.45 49.08
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abstract

Empirical Evidence of the Interdependence of Retirement

and Pre- and Post-retirement Consumption

Chong-Bum An - Seung-Hoon Jeon

To investigate the interdependence of the decisions on when to retire and how
much consume before and after retirement, we compare the pre- (or post-)
retirement consumption conditioned on the retirement decision with pre- (or post-)
retirement consumption regardless of retirement decision by using the Korea Labor
and Income Panel Study(KLIPS). We employ the two-stage switching regression
for the econometric method to investigate the interdependence of two decisions of
retirement and pre- or post retirement consumption. Then we test the existence of
the interdependence in terms of the significance of the estimated selection biases
which appear in the pre- (post-) retirement consumption equations for early and
late retirees. In those equations, we also compare the income elasticity of the
consumption of the early retirees with that of the late retirees.

The empirical results show that there is negative selection bias in early retirees'
consumption. These results imply that due to the early retirement decision early
retirees would have consumed less than they actually have. The income elasticities
of the consumption of the early retirees is smaller than that of the late retirees in
pre- (or post-) retirement consumption equation. This result shows that relatively
longer retirement period due to the early retirement affect the pre-retirement
consumption. early retirees' marginal propensity to consume should be lower than
that of the late retirees.

Keywords: retirement decision, pre-(or Post-) retirement consumption, switching
regression



