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Abstract

We estimate the impact of social security program on the retirement behavior in Korea.
We use the micro data from the Korea Labor and Income Panel Study to calculate the 
social security wealth (SSW) and three incentive measures: accrual, option and peak 
values. We apply probit regression models to quantify the effect of the National Pension 
Scheme in Korea on retirement decisions of Korean workers. Empirical estimation shows 
that in Korea the estimated effects of the incentive measures on retirement are negative 
and significant in most of our models. The SSW plays an important role indirectly, and 
its signs are different in different models. We conduct a plus-¯ve-year policy simulation 
to show the magnitude of the impact and how individual workers would respond to policy 
changes.
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