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This study aims to better understand the causal links between health and labor income among
middle-aged and older adults. Much of the literature on health and employment consists of studies using
data on young or working-age adults for the United States and European countries. This study focuses on
Korean middle-aged and older adults (ages 45 to 74 years) and uses dynamic panel data models. With 12
waves of the Korea Welfare Panel Study collected from 2006 to 2017, we consider the heterogeneity of
the results across demographic and socioeconomic groups. The sample is stratified by gender, age,
urban-rural areas, poverty status, and marital status. Health is measured through self-reported health
status. For middle-aged and older Koreans, better health is found to contribute to higher labor income for
both men and women, particularly among married couples, the poor, and individuals aged 55 to 64. Labor
income appears to benefit men’s health only, mainly those aged 65 to 74.
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1. Introduction

Health and labor income are central to economic security and social welfare (OECD, 2013a). The
relationship between health and socioeconomic status, including labor income, has long been a topic of
intense research. A positive relationship has been well documented in the literature using static models (e.
g., Ettner, 1996; van Doorslaer et al., 1997; van Doorslaer & Koolman, 2004). However, static models
have several limitations including autocorrelation and endogeneity problems. Health status in the past
may determine current socioeconomic status. Similarly, previous socioeconomic status may influence
current health status. Path dependency in and between health and socioeconomic status may cause serial
correlation in residuals and endogeneity between past and current health and socioeconomic status, and
make the static estimators inconsistent.

Dynamic panel data models with lagged predetermined variables (e.g., current socioeconomic status is
affected only by lagged health, not contemporaneous health) can overcome some of the limitations of
static models and address reverse causality while assessing underlying two-way causal links (Adams et
al., 2003; Smith, 1999, 2004). With increasingly available longitudinal data, a growing number of studies
have begun to use dynamic panel data models to investigate the dynamics of health (Contoyannis et al.,
2004; Hauck and Rice, 2004; Jones et al., 2006; Ohrnberger et al., 2017) and the causal links between
health and socioeconomic status including wealth, income, and educational attainment (Adams et
al.,2003; Contoyannis et al., 2004; Hurd & Kapteyn, 2003; Smith, 1999, 2004). The existing literature
suggests that the causal links may vary by the measures of health and socioeconomic status used in
models and demographic characteristics. Results may also be context-specific given varying
socioeconomic and health policies and environments. Yet, studies have so far been focused on young and
prime-age populations (Halliday, 2017; Meraya et al., 2018) and confined to the U.S. and European
contexts (Halliday, 2017; Economou & Theodossiou, 2011; Meraya et al., 2018; Michaud and van Soest,
2008).

This paper contributes to the literature by examining the two-way causal links between health and labor
market outcomes among middle-aged and older adults in Korea, a context that has yet to be considered in
this literature. We employ the system-Generalized Method of Moments (GMM), a well-established
dynamic panel data model that addresses unobserved heterogeneity and reverse causality. As a robustness
check, we use the Maximum Likelihood Structural Equation Model (ML-SEM), a method that has been
recently developed and relaxes some of the assumptions built in the Arellano-Bond model (Allison et al.
2017; Moral-Benito 2013; Moral-Benito et al. 2019). We use labor income as our main economic
outcome as a sizeable proportion of middle-aged and older Koreans are economically active. With 12
waves of the Korea Welfare Panel Study, we stratify the sample based on age, gender, region, income
level, and marital status. It enables us to estimate the dynamic causal relationship that may run differently
across demographic and socioeconomic groups.

Although international research on employment at older ages, retirement, and health is growing (Banks et
al., 2020; Motegi et al., 2020), the case of Korea has rarely been studied. Korea is of particular interest to
assess the bidirectional causal relationship between health and labor market outcomes of middle-aged and
older people. First, Korea has been through an epidemiological transition in terms of declining mortality
and increasing morbidity more recently than many other high-income countries (Jang & Kim, 2010). With
a decrease in the old-age support ratio and an increase in the old-age dependency ratio, Korea has
experienced rapid aging since 1975. Even faster growth in the aging population is expected in the next 35
years (OECD, 2013b; 2017). Chronic health conditions and prolonged working years with health
problems become more prevalent with longer lives. Yet, the evidence on the economic consequences of
health problems with causal interpretation remains limited in general and for Korea in particular. Second,
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more than a third of the people aged 65 and older remain in the workforce (Statistics Korea, 2018). The
average retirement age from a primary occupation is 51.4 for men and 47.1 for women, but the mean exit
age from the workforce is approximately 20 years higher: 72.9 for men and 70.6 for women (OECD,
2015). Although the mandatory retirement age was set to 60 in 2016, workers aged 45 to 54 are frequently
recommended to retire earlier than 60 through the voluntary early retirement program. Third, in Korea,
few individuals and households are fully insured against health shocks through existing social insurance
programs. Although Korea has universal health coverage, many age-related diseases increase older
people’s out-of-pocket expenditures (Kim, 2016). Lastly, despite the existence of several pension systems
for older people, about half of older Koreans suffer from poverty (OECD, 2017). Various demographic,
socioeconomic, and policy-related changes in Korea make it critical to examine the causal links between
health and labor market outcomes of middle-aged and older people in the context of Korea.

We use a sample of Koreans aged 45 to 74 from the 2006-2017 Korea Welfare Panel Study. We find that
both men and women are likely to earn higher income or do paid employment due to good health whereas
only men may become healthier due to higher earned income or paid employment. The impact of labor
income on health is larger than the impact of health on labor income for men.

Section 2 provides a brief overview of studies in which the relationship between health and
socioeconomic status of older populations has been analyzed. Sections 3 and 4 present the data and the
empirical strategy, respectively. Section 5 presents the results. Section 6 discusses the implications for
policy and research and concludes.

2. Literature review

For middle-aged and older adults, many studies use static models to examine the relationship between
health and socioeconomic status including labor market outcomes. The findings suggest that health
decrements in old age are linked to a lower labor force participation rate and lower economic wellbeing
(Au et al., 2005; Gupta & Larsen, 2010; Kalwij & Vermeulen, 2008). Health is found to have a positive
effect on older people’s labor force participation (Bakhtin & Aleksandrova, 2018; Benjamin et al., 2003;
Cai & Kalb, 2005). At the same time, employment, labor income, and retirement affect older people’s
health in a variety of ways, both positive and negative. While some studies suggest that labor force
participation in old age, even after retirement, reduces the likelihood of poor health and death and
mitigates depressive symptoms (Luoh & Herzog, 2002; Silver et al., 2018; Zhu, 2016), other studies find
that fewer working hours and retirement may significantly improve self-rated, physical, and/or mental
health (Eibich, 2015; Kajitani, 2011; Shai, 2018).

A growing number of studies use dynamic models of health and socioeconomic status for older people.
Many studies find evidence of a positive effect of health on labor force participation, work hours,
earnings, income, and/or wealth among older adults in countries such as Australia, the United States,
Germany, and other European countries (Adeline & Delattre, 2018; Bound et al., 1999; Cai et al., 2014;
Haan & Myck, 2009). For instance, Cai et al. (2014) find a positive effect of health on labor force
participation for both older men and women in Australia. Although Adams et al. (2003) find no direct
causal effect of wealth on health in general in the older American population, they note that there could be
a causal link between liquid wealth and health condition that needs assistance with daily activities. As for
the effect of socioeconomic status on health, several studies find a positive effect of labor force
participation, wealth, and income on self-rated health, activities of daily living, and/or mental health in
old age (Adams et al., 2003; Adeline & Delattre, 2018; Bound et al., 1999; Cai et al., 2014). For example,
by focusing on the non-working age population (i.e., older adults aged 70 and above), Adams et al. (2003)
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find no effect of wealth on mortality and acute diseases but a positive causal effect of wealth on mental
problems. Cai et al. (2014) show a positive effect of labor force participation on the health of older
women, but not of older men.

Among studies that investigate the causal relationship between health and socioeconomic status using
dynamic panel data techniques, several studies use the GMM approach. Halliday (2017) and Meraya et al.
(2018) use the GMM approach to examine the causal effect of labor income and wealth on self-rated
health although their interest is on young and prime-age adults aged 25 to 60 in the United States. Both
studies find a positive effect of labor income on men’s health regardless of which model they employ. On
the contrary, while they find a positive effect of labor income on women’s health with the first-differenced
GMM estimator, they find no effect with the system-GMM estimator. Economou and Theodossiou (2011)
and Michaud and van Soest (2008) are the ones of a few studies that are interested in middle-aged and
older adults, the focus population of this study. They scrutinize the causal links between health and
income/wealth. Economou and Theodossiou (2011) find a positive effect of household income on the
health of individuals aged 45 to 65 in six European countries using a structural equation model (SEM).
Michaud and van Soest (2008) use both system-GMM and SEM estimators to examine the causal links
between household wealth and health of husbands and wives aged 50 to 61 in the United States. They find
no effect of household wealth on the health of husbands and wives but a positive effect of their health on
household wealth.

In contrast with a number of dynamic panel data studies on the U.S. and European countries, the Korean
literature has been limited to descriptive statistics and static models. Although several Korean studies
have found that economic activities are likely to help older people manage depression (Jun & Kim, 2014;
Yoon & Jun, 2009), no study has used dynamic models to examine the two-way causal relationship in the
older Korean population. As men and women may follow different career paths or experience different
health problems, there could be gender differences. Dissimilarities between urban and rural areas in terms
of infrastructure, access to healthcare, job types and industries, and employment opportunities may lead to
regional differences. Yet, dynamic panel data analysis has not been used to investigate such gender
differences or urban-rural differences. This study exploits a unique longitudinal dataset and dynamic
panel data modeling techniques to understand the two-way causal relationships between health and labor
market outcomes of Korean men and women aged 45 to 74.

3. Data and measures

3.1. Data

The Korea Welfare Panel Study (KOWEPS) is a nationally representative study of households in Korea.
Since 2006, KOWEPS has annually interviewed individual household members aged 19 and above. The
questionnaire covers a wide range of information including demographics, occupational history, economic
activities, and health. For the dynamic panel data estimation, we use a sample of 8,332 people aged 45-74
who were surveyed for at least three consecutive waves between 2006 and 20173. Note that we dropped
respondents if they have died, moved, or been lost for more than nine waves or completed more than three
consecutive surveys but did not answer the questions on health and labor income.

3 The mean exit age from the labor market is approximately 70. As labor incomes of older adults aged 75 or above significantly drop and show no
dynamic changes, we exclude older people aged 75 or above from the sample.
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As we follow people who completed the survey for at least three consecutive waves over the past 12
years, the demographic characteristics of people in the first wave might be different from those in the
latest wave. Table 1 reports descriptive statistics of men and women in 2006 and 2017. In 2006, only 28
percent of men were not in the labor force, and about half of the men in the workforce were
self-employed. For women, 52.2 percent were not in the labor force. Among those who stayed in the
workforce, more than a third of women were employed as unpaid workers in family businesses. While
47.5 percent of men reported that their health is good or very good, only 31.6 percent of women reported
that they are healthy. Men’s average years of schooling was higher than that of women by three years.
Men’s mean labor income was approximately five times higher than that of women. Men’s health score
was higher than women’s by more than 10 points. In 2017, the proportion of people who are not in the
labor force increased to 43.8 percent for men and 60 percent for women, respectively. While the
proportion of people with either very good or very poor health decreased, the proportion of people with
fair health doubled. Both men and women were less likely to live with children. While there was no
significant change in men’s mean labor income and health score, women’s mean labor income and health
score increased by 80,000 won and 5 points, respectively4.

Table A.1 gives descriptive statistics for people in three age groups (age 45-54, 55-64, and 65-74). The
share of self-employed increased along with age5. While 60.3 percent of people aged 45-54 maintained
good health, about 61.9 percent of people aged 65-74 reported that they have poor health. People aged
65-74 tended to live in rural areas and have fewer years of schooling compared to those aged 45-54. The
average labor income of people aged 45-54 was more than seven times higher than that of people aged
65-746. Table A.2 presents descriptive statistics based on age, gender, and region of residence. The
proportion of self-employed was highest among men in urban areas. While a significant proportion of
women in urban areas was not in the labor force, women tended to work as unpaid employees in rural
areas regardless of age. Among men aged 45-54 and 55-64, people in urban areas earned higher incomes
than those in rural areas. It was the reverse among men aged 65-74. For women, the average labor income
of women in urban areas was consistently higher than that of women in rural areas of all ages.

3.2. Measures

Health status

Self-rated health is considered to be a significant predictor of individual health (Benitez-Silva et al.,
2004). In KOWEPS, each adult member of a household is asked to rate their health on a scale of 1 to 5 (1
= very good, 2 = good, 3 = fair, 4 = poor, and 5 = very poor). Following the standardized scoring protocol
suggested by Ware et al. (1992; 2000), self-rated health is transformed into a score on a scale of 0 to 100
(very good = 100, good = 84, fair = 61, poor = 25, and very poor = 0)7.

Labor income

7 Many empirical studies have suggested that the general health scale needs to be recalibrated as it may significantly differ from linearity. Using
Thurstone Method of Equal-Appearing Intervals (Thurstone & Chave, 1929) and other methods, Ware et al. (1992) have found that the interval
between “Excellence” and “Very Good” is about half the size of the interval between “Fair” and “Good.” A new 0-100 scale was recommended
to achieve a better linear fit with the general health evaluation concept measured in a scale of 1-5. The validity of this 0-100 scale has been
confirmed in studies of 10 countries that participated in the International Quality of Life Assessment Project.

6 A significant difference of labor income between individuals aged 45 to 54 and 65 to 74 may raise a concern that age negatively affects the
selection of people working after the age of 65. However, the selection is primarily a between-individual confounding factor. As we use a
within-individual variation in the fixed effect model, the selection issues could be less concerning.

5 Self-employed are those who run a small business as a sole proprietor. Self-employment has steadily declined over the past decades; however,
its rate is still high in Korea compared to other OECD countries. The low flexibility in the labor market makes it difficult for older people to
find a job after being unemployed or retired from their primary occupations. Furthermore, financial insecurity due to a low contribution rate to
NPS and inadequate pension payments lead older people to start small businesses. It partially explains a higher self-employment rate among
people aged 65 to 74 than among people aged 45 to 54.

4 One USD is approximately equivalent to 1,100 KRW.
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The survey asks each adult member of a household about their employment status and labor income if
they work. Labor income includes wages and salaries received as a full-time or part-time worker, an
employer, or a self-employed and farm income related to livestock and crops. It is measured in 10,000
Korean Won. Temporal variation in measures is crucial to control for unobserved heterogeneity (Halliday,
2017). We use labor income as a measure of socioeconomic status considering that labor income is more
likely to vary over time compared to other socioeconomic status measures such as education, occupation,
and assets8. To deal with zero and negative labor incomes in the sample, we apply the Inverse Hyperbolic
Sine (IHS) transformation. Similar to a logarithm, it offers a way to estimate the percentage change of a
variable while retaining zero and negative values (Burbidge et al. 1988; MacKinnon & Magee, 1990;
Pence, 2006). A binary variable indicating paid employment status (1 if paid workers, 0 otherwise) is used
as an alternative labor market outcome in robustness checks.

Explanatory variables

Several explanatory variables that reflect each individual’s demographic characteristics, such as marital
status, years of schooling, household size, number of children in the household, and region, are included
in the equations for both health and labor market outcomes. Since the disability rating is likely to be
associated with health and labor market outcomes, it is excluded from the model9.

4. Empirical strategy

Following the seminal work of Grossman (1972), the health-capital model has expanded to a dynamic
setting (Behrman & Deolalikar, 1988; Schultz, 1984; Smith, 1999; Strauss, 1986; Strauss & Thomas,
1998). We use a dynamic model of health and productivity discussed in Strauss and Thomas (1998) as a
theoretical framework to examine the causal links between health and labor market outcomes.

As past health status and labor market outcomes may influence current health status and labor market
outcomes, the causal relationships between self-rated health and labor income can be modeled as follows:
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where Hi,t is self-rated health score of an individual i at time t, Li,t is IHS-transformed labor income of an
individual i at time t, Xi,t is a vector of explanatory variables, αi and τi are individual fixed effects, and εi,t
and θi,t are idiosyncratic error terms. Yet in the model above, the individual-specific fixed effects may be
correlated with explanatory variables. Endogeneity between health and labor market outcomes may cause
the estimator to be biased and inconsistent. To address this issue, we may follow Arellano and Bond
(1991) and take the first difference in turn for Equation (1) and Equation (2):
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9It contains six levels of disability determined based on medical criteria. The level of disability is linked to government assistance and benefits.

8As a measure of socioeconomic status, education may affect both health and income. However, unlike health or income, educational attainment
is less likely to vary in old age. Several studies (Cutler & Lleras-Muney, 2006; Goldman et al., 1995; Kiuila & Mieszkowski, 2007; O’Reilly,
2002) have found that the relationship between education and other socioeconomic factors becomes weaker with age.
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The first-differenced GMM method proposed by Arellano and Bond (1991) controls for unobserved
heterogeneity. By assuming sequential exogeneity, i.e., the predetermined assumption, it provides a
consistent estimate even in the presence of reverse causality10. However, the lagged levels of the series
may only be weakly correlated with the first differences, particularly when the time series are persistent.
To address a weak instrument problem, we employ the system-GMM estimator (Arellano & Bover, 1995;
Blundell & Bond, 1998) that uses both lagged levels and lagged differences as instruments. Another issue
is that the number of instruments may escalate as the sample size increases. If the number of instruments
becomes close to the number of observations, the value of R2 on the first stage approaches one and the
second stage becomes equivalent to ordinary least squares (Roodman, 2009). Following suggestions by
Arellano (2016) and Roodman (2009), we cap the number of instruments to four lags to address the
instrument proliferation problem11. We use Hansen’s J statistics to test overidentifying restrictions and
find no evidence of invalid moments at the 10 percent level of significance.

5. Results

We plot the age profiles for health score, labor income, and employment status at three time points (2006,
2011, and 2016). Figure 1 shows a downward trend in older people’s health status. With some negative
spikes between age 58 and 63, the figure shows a gradual downward trend in health status. Older people’s
health seems to have improved from 2006 to 2016 with the health score declining more slowly with age in
2016.

A decrease in labor income gets steeper (Figure 2) and the employment rate drops faster (Figure 3) in
2011 and 2016 compared to 2006, possibly due to the introduction of the Basic Old Age Pension in
200812. Figures 2 and 3 indicate that older people’s labor income dramatically declines after the age of 55
whereas their employment rate steadily decreases with age. It suggests that older people might stay in the
workforce even with low earnings and declining health (Figure 1). Overall, Figures 1, 2, and 3 motivate
us to examine the causal relationships between health and labor market outcomes using dynamic panel
data models.

Table 2 presents the results of the system-GMM estimation on the two-way causal relationship between
health and labor income. For men, we find a statistically significant positive causal relationship between
health and labor income. A one percent increase in labor income raises their health score by 0.63 points
(p<0.01)13. A one-point increase in health score leads their labor income to rise by 0.24 percent (p<0.05).
For instance, for a man with a mean labor income of KRW 1,130,000 and a mean health score of 60, 1.59
percent increase in his labor income, which is equivalent to approximately KRW 17,967, would improve
his health status from poor to fair (i.e., from 60 to 61). For women, we find no effect of labor income on
health but a statistically significant positive effect of health on labor income. Women’s labor income is

13After adopting the IHS transformation, the coefficients can be interpreted as they would for a logarithmic equation (Bellemare & Wichman,
2019). We use the IHS-transformed labor income as an independent variable in the model and interpret the coefficient as: a one percent
increase in labor income would result in a β-point change in health score. In this case, we expect 0.63 points increase in health score for every
percent increase in labor income.

12In 2008, the Korean government introduced a new program, the Basic Old Age Pension, to provide minimum income security to the National
Pension Service (NPS) subscribers with less than 10 years of contribution and the non-NPS subscribers with low income. People in the bottom
70 percent of the income distribution received the Basic Old Age Pension equivalent to 5 percent of the average income of the NPS subscribers.
To increase the amount of the pension, the government differentiated the pension benefits based on the NPS pension amount, other income, and
the severity of disability in 2014 (UNESCAP, 2016).

11The coefficients and the standard errors do not change much whether we limit the number of instruments to three or four lags. For example, we
get an estimate of the causal effect of health on labor income as 0.631 with a standard error of 0.204 for men using four lags as instruments
whereas we get the estimate of 0.546 with a standard deviation of 0.194 using three lags as instruments.

10This implies that health (income) is predetermined and thus the current error term is not correlated with health (income) in the past or present
but may affect health (income) in the future.
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expected to increase by 0.15 percent for each point increase in their health score (p<0.01)14. For instance,
for a woman with a mean labor income of KRW 280,000 and a mean health score of 52, a 9-point
increase in health score would lead her health status to change from poor to fair (i.e., from 52 to 61) and
her monthly labor income to rise by 1.35 percent, which is equivalent to approximately KRW 3,780.

To assess the potential heterogeneity of the results across demographic groups, we stratify the sample of
middle-aged and older individuals into three age groups (age 45-54, age 55-64, and age 65-74) and two
regions of residence (urban and rural).

Table 3 shows the results of the system-GMM estimation by subgroup. Among people aged 45-54, rural
men show a marginal positive causal effect of labor income on health. Each percent increase in labor
income causes their health score to rise by 0.65 points (p<0.1). Rural women show a positive causal
relationship that runs in both directions. A one percent increase in labor income raises their health score
by 0.97 points (p<0.05) and a one-point increase in health score leads their labor income to rise by 0.45
percent (p<0.05). For people aged 55-64, we find a positive causal effect of labor income on health
among both urban and rural men. For each percent increase in labor income, urban men’s health score
increases by 0.61 points (p<0.1) and rural men’s health score increases by 0.93 points (p<0.1). Regarding
the causal effect of health on labor income, we find statistically significant positive effects among urban
and rural men and women. For instance, urban men and women are likely to earn 0.56 percent (p<0.01)
and 0.27 percent (p<0.05) higher labor income for every point increase in their health score, respectively.
Among people aged 65-74, men in both urban and rural areas show a positive effect of labor income on
health. A one percent increase in labor income leads their health score to rise by 1.03 points for urban
men (p<0.05) and by 1.44 points for rural men (p<0.05). Regardless of gender and region, we find no
causal effect of health on labor income among older adults aged 65-74.

Next, we stratify the sample by marital status (singles and couples) and include the spousal income for
married couples as an additional control variable (Table A.3). Even with the inclusion of the spousal
income variable, we continue to find a positive effect of labor income on the health of married men but
not of married women and a positive effect of health on labor income of both married men and women
(Table A.3, Panel A). For married women, we also find that spousal labor income positively affects their
health, which is similar to the finding of Halliday (2017) for the U.S. population. As for singles, while
both single men and women show a positive causal effect of labor income on their health, they do not
show any causal effect of health on labor income (Table A.3, Panel B).

Lastly, we run the subgroup analysis by poverty status. KOWEPS oversamples low-income households,
so we have enough poor households to run the subgroup analysis. Men and women in poor households
show results that are consistent with the main results, a positive causal effect of labor income on health
only among men and a positive causal effect of health on labor income among both men and women
(Table A.4, Panel A). In contrast, for households that are not poor, while we consistently find a positive
effect of labor income on men’s health, we find no effect of health on labor income for both men and
women. It implies a stronger positive causal effect of health on labor income for those in poor households.

Robustness checks

14We use the IHS-transformed labor income as a dependent variable in the model and interpret the coefficient as: a one-point increase in health
score would result in a (e^β – 1)*100 percent change in labor income. In this case, we expect (e^0.0015 – 1) *100 = 0.15 percent increase in
labor income for every point increase in health score.
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The system-GMM relies on the mean stationarity assumption while addressing the endogeneity, weak
instruments, and instrument proliferation problems. Its assumption requires initial observations to be in a
steady state. However, it may not be applicable in many empirical settings, especially if there were some
shocks before or during the study period (Barro & Sala-i-Martin, 2003). This study uses the 2006-2017
Korea Welfare Panel Survey. During the study period, there were a series of policy changes in
employment and pension systems. The Global Financial Crisis also hit Korea in 2007. These events might
have affected middle-aged and older people’s labor market outcomes and health.

Since the mean stationarity assumption may not hold in our setting, we employ the Maximum Likelihood
approach implemented in the Structural Equation Model (ML-SEM) as a robustness check. ML-SEM
does not rely on the mean stationarity assumptions and it relaxes several assumptions that are
incorporated in the Arellano-Bond model15. Similar to GMM, ML-SEM is considered to provide a
consistent estimate while taking into account unobserved heterogeneity and reverse causality without
assuming mean stationarity. Detailed information about the ML-SEM model we use for the robustness
check is provided in Appendix B.

Table 4 reports the results of the ML-SEM estimation. Similar to the results of the system-GMM
estimation, we find a positive two-way causal relationship between health and labor income among men.
Men’s health score is expected to increase by 0.5 points for each percent increase in monthly labor
income (p<0.01). A one-point increase in health score raises men’s monthly labor income by 0.19 percent
(p<0.01). For women, we consistently find no effect of labor income on health and a positive effect of
health on labor income as in Table 2. Each point increase in health score raises women’s monthly labor
income by 0.12 percent (p<0.01).

Table 5 presents the results of the ML-SEM estimation with the same set of subgroups. For people aged
45-54, we find a marginally significant positive effect of labor income on health for urban men and a
marginally significant negative effect of health on labor income for rural men, which are not shown in
Table 3. In contrast, rural women show a positive causal effect of health on their labor income as we find
in Table 3. For each percent increase in labor income, rural women’s health score is expected to increase
by 0.46 points (p<0.05). For people aged 55-64, the results are similar to the main results. Urban and rural
men consistently show a positive effect of labor income on health. A one percent increase in labor income
raises urban men’s health score by 0.59 points (p<0.01) and rural men’s health score by 0.49 points
(p<0.1). All except rural women aged 55-64 show a positive effect of health on labor income, similar to
the results found in Table 3. For instance, a one-point increase in health score raises urban men’s labor
income by 0.3 percent (p<0.05) and urban women’s labor income by 0.16 percent (p<0.05). Among
people aged 65-74, men in both urban and rural areas are found to have better health due to higher labor
income. Each percent increase in monthly labor income raises health score by 0.71 points for urban men
(p<0.01) and 1.01 points for rural men (p<0.01). No statistically significant causal effect of labor income
on health is found for men and women in the 65-74 age group. Overall, the ML-SEM estimation provides
consistent results with those of the system-GMM estimation.

We conduct five additional robustness checks. First, we convert self-rated health scores and labor incomes
of older adults to standardized z-scores to interpret the magnitudes of the effects of health and labor
income using standardized values. As shown in Tables A.5 and A.6, whether we use the system-GMM or
ML-SEM estimation, older men show a positive bidirectional causal relationship between health and

15ML-SEM relaxes the strict exogeneity assumption for explanatory variables. By letting the current idiosyncratic error terms not to be correlated
with previous or current values of covariates but to be correlated with future values of covariates, the sequentially exogenous variables are
considered to be predetermined with respect to time-varying errors. ML-SEM also allows lagged dependent variables to provide feedback to
current explanatory variables and the time-invariant factors to have different fixed effects at different points in time (Allison et al., 2017;
Moral-Benito et al, 2019)
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labor income. More precisely, both models suggest that men’s labor income has a larger effect on their
health than vice versa. For instance, the system-GMM estimation (Table A.5) shows that the health
z-score increases by 0.085 standard deviations for each standard deviation increase in the labor income
z-score (Column 1) while the labor income z-score increases by 0.013 standard deviations for each
standard deviation increase in the health z-score (Column 3). Similar to the main results in Table 2, older
women show a positive causal effect of health on labor income but no effect of labor income on health
regardless of estimation methods. We find that their labor income z-score increases by 0.007 standard
deviations for every standard deviation increase in the health z-score (Column 2).

Second, we use the paid employment status as a labor market outcome. The system-GMM estimation with
paid employment shows a statistically significant positive effect of paid employment on health for men
and a statistically significant positive effect of health on paid employment for both men and women
(Table A.7). The ML-SEM estimation gives comparable results. Men are likely to maintain good health as
a result of paid work. Both men and women tend to work as paid employees due to good health (Table
A.8).

Third, we change the sample size under consideration. We restrict the sample to waves from 2009 to
2017, the years after the introduction of the Basic Old Age Pension (Table A.9, Panel A), as it might have
altered the causal relationships between health and labor income. We do not restrict the sample to the
years prior to the introduction of the pension as we do not have enough waves to run the model. After the
introduction of the Basic Old Age Pension system, for women, results are consistent with the main
results: no causal effect of labor income on health and a positive effect of health on labor income. For
men, labor income consistently helps them maintain better health but their health condition no longer
contributes to higher labor income compared to the main results. We also expand the sample to all
individuals aged 45 and above, which includes individuals aged 75 and above, and find the results
comparable to the ones presented in Table 2 (Table A.9, Panel B).

Fourth, we apply the survey weights to the GMM model. As mentioned earlier, KOWEPS oversamples
low-income households to understand dynamic changes in the living conditions of economically
vulnerable families. Although the oversampled poor households make it possible to disaggregate the
sample by poverty status, it might also have affected the overall results. Thus, we check the robustness of
the results by applying the sample weights. Table A.10 shows results similar to the main findings.

Lastly, we study attrition in the KOWEPS dataset under consideration. About 85.33 percent of people
aged 45-74 in the 2006-2017 KOWEPS sample were followed for at least three consecutive waves.
Attrition may bias the results if unobserved factors are correlated with attrition and the outcome of
interest (Fitzgerald et al., 1998). Table A.11 presents the results of a logistic model. It reports the
probability of attrition based on the 2006 survey data. A bivariate variable, that takes a value of 1 if an
individual completed the survey for at least three consecutive waves and 0 otherwise, is used as a
dependent variable. The health score, inverse hyperbolic sine transformed labor income, and other control
variables used in the main analysis are included on the right-hand side. The results indicate that labor
income and health are not correlated with attrition. Yet, we should note that there could be other factors
that influence the probability of missing observations such as family health history and occupation but are
not captured in the dataset.

6. Discussion and conclusion
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This study examines the two-way causal relationships between health and labor income focusing on
middle-aged and older Koreans. To our knowledge, no study has examined the two-way causal links
between self-rated health and economic status of middle-aged and older Koreans using dynamic models
and its potential heterogeneity by demographic and socioeconomic characteristics.

The results of the study indicate that for middle-aged and older men, earned income and paid employment
help them maintain good health, which is not always the case for women. This is different from the results
of existing studies that have focused on adults aged 25-60. For the U.S., Halliday (2017) and Meraya et al.
(2018) find a positive effect of labor income on self-rated health among both men and women aged 25-60
using the system-GMM method. This study finds that the amount of labor income or paid employment is
more likely to affect the self-rated health of men aged 55-74 but not of women of the same age. In fact,
the effect of labor income on health is larger than the effect of health on labor income for men. As older
women in Korea are often poorer than older men (Lee & Phillips, 2011), our results may suggest that
older Korean women’s labor income and participation in paid employment may not be sufficient to have a
positive impact on their health.

Michaud & van Soest, (2008) find a statistically significant positive causal effect of health on household
wealth using dynamic panel data models. It is aligned with our finding that both men and women are
likely to earn a higher income and stay in the workforce as paid employees due to better health. Overall
results imply that health may positively affect middle-aged and older people’s labor market outcomes
regardless of gender.

In terms of urban/rural residence, the magnitude of the causal effect of health on labor income is larger
among men and women in rural areas whereas its effect is more statistically significant among men and
women in urban areas. Korea went through economic crises in 1998 and 2007. During these times, there
was imbalanced regional development. It differentiated not only industry types, wages, and job
opportunities, but also social and economic infrastructure between urban and rural areas. Several studies
find that old people in urban areas maintain better health than those in rural areas although older people in
urban areas are psychologically more vulnerable to poor relationships with neighbors and isolation from
their children and relatives (Kim, 2007; Yoon & Lee, 2006). Older men in urban areas are particularly
found to experience a significant decline in psychological wellbeing after retirement. Older people in
urban areas tend to engage in socioeconomic activities more frequently than those in rural areas, however,
these activities appear to have no positive effect on older people’s quality of life, psychological wellbeing,
or life satisfaction (Kim, 2007). These results imply that the causal relationship between health and labor
market outcomes may differ not only by age or gender but also by region. It stresses the importance of
urban-rural difference analysis that may improve the understanding of the causal links between health and
labor market outcomes.

When the sample is stratified by poverty status, both poor and non-poor men show a positive effect of
labor income on health. It may suggest that labor income is likely to affect men’s health regardless of
income level. The positive effect of spousal income on the health of married women that we find partially
explains the lack of a causal effect of labor income on women’s health. Due to the traditional gender
division of labor, a considerable proportion of married women in Korea economically rely on their
spouses. The poverty rate of older women is higher than that of older men especially when they live alone
or after the death of spouses (Choi & Ryu, 2003; Choi, 2005). For these reasons, married women’s labor
income may have a limited impact on their health. The overall results imply that the level of income and
marital status may be critical factors that determine the direction and significance of causal links between
health and labor market outcomes.
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This study has several limitations. First, KOWEPS has self-rated health as the only measure of health.
Several scholars raised concerns that self-rated health may inflate the estimated effect of health on labor
force participation (Anderson & Burkhauser, 1985; Dwyer & Mitchell, 1999; Kerkhofs & Lindeboom,
1995; Kreider, 1999; Stern, 1989). People who are not in the labor force may underrate their health and
overstate their functional limitations or disability to justify their nonparticipation. This justification bias
may cause an endogeneity issue due to the use of self-rated health measures. Furthermore, because this
study uses a dataset that has only one measure of health with five categories, we cannot provide the last
word on the causal relationship between health and labor market outcomes at middle and older ages in
Korea16. Second, it is still common for men to do paid work and for women to take care of family
members in Korea (Kim, 2019). Given the customary gender division of labor prevalent in Korea, labor
income and paid employment may not capture the full causal effect of work on the health of those women
who provide care for their family members, especially if they were unpaid. Third, policies may influence
the causal relationships between health and labor market outcomes. In addition to the Global Financial
Crisis, there were several policy changes during the study period including the Basic Old Age Pension
system, senior employment program, and mandatory retirement age, and these might have affected the
economic lives and health of older people.

Further research can extend the results above with other datasets that may have additional measures of
health and labor market outcomes and with a focus on health and employment policies and programs that
may impact middle-aged and older Koreans. A similar analysis could also consider economic outcomes
such as non-labor income or wealth.

Older people may be in a socioeconomically vulnerable position, in part due to health and labor market
considerations. With 12 waves of the Korea Welfare Panel Study and dynamic panel data models, we
study the heterogeneity of causal relationships between health and labor income across groups defined by
gender, age, urban-rural area, poverty status, and marital status. For middle-aged and older Koreans, both
men's and women’s health are found to contribute to their labor income, especially among married
couples, poor households, and individuals aged 55 to 64. Only men’s labor income appears to benefit their
health, particularly among those aged 65 to 74.

16There is another longitudinal dataset, Korean Longitudinal Study of Aging (KLoSA), that could be used to examine the causal links between
health and labor income in Korea. KLoSA focuses on individuals aged 45 and older. As an international sister survey to the Health and
Retirement Study, it conducts the survey every two years. However, KLoSA has only seven waves as it began to collect the information since
2006. Several differences in the sample and questionnaire design make KLoSA not strictly comparable to KOWEPS that this study uses for
the analysis.
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Figure 1. Health score by age

Source: Authors’ calculations using KOWEPS, 2006-2016.

Figure 2. Annual labor income by age

Source: Authors’ calculations using KOWEPS, 2006-2016.
Labor income is in 10,000 won.
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Figure 3. Employment rate by age

Source: Authors’ calculations using KOWEPS, 2006-2016.
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Table 1. Descriptive statistics by gender

  2006   2017
Male Female Male Female

  Mean s.d. Mean s.d.   Mean s.d. Mean s.d.

Age 59.403 (8.895) 60.380 (8.638) 70.106 (8.527) 71.023 (8.253)
Employment status

Regular employee 0.140 (0.347) 0.028 (0.165) 0.090 (0.287) 0.026 (0.158)
Temporary employee 0.090 (0.287) 0.067 (0.251) 0.093 (0.291) 0.086 (0.280)

Daily employee 0.089 (0.286) 0.070 (0.255) 0.048 (0.214) 0.031 (0.173)
Self-support/public/elderly employee 0.003 (0.058) 0.010 (0.100) 0.019 (0.137) 0.036 (0.185)

Employer 0.019 (0.136) 0.003 (0.054) 0.016 (0.126) 0.003 (0.053)
Self-employee 0.320 (0.467) 0.098 (0.297) 0.282 (0.450) 0.100 (0.299)

Unpaid family employee 0.008 (0.090) 0.169 (0.375) 0.004 (0.063) 0.116 (0.320)
Unemployed 0.050 (0.217) 0.034 (0.181) 0.010 (0.097) 0.004 (0.063)

Not in labor force 0.280 (0.449) 0.522 (0.500) 0.438 (0.496) 0.600 (0.490)
Self-rated health status

Very good 0.110 (0.312) 0.056 (0.229) 0.031 (0.173) 0.017 (0.130)
Good 0.365 (0.482) 0.260 (0.439) 0.354 (0.478) 0.252 (0.434)

Fair 0.163 (0.370) 0.174 (0.379) 0.335 (0.472) 0.352 (0.478)
Poor 0.272 (0.445) 0.397 (0.489) 0.241 (0.428) 0.353 (0.478)

Very poor 0.090 (0.286) 0.113 (0.317) 0.039 (0.193) 0.026 (0.158)

Married 0.879 (0.326) 0.680 (0.466) 0.843 (0.364) 0.550 (0.498)
Years of schooling 9.651 (4.156) 6.743 (4.234) 9.782 (4.025) 6.769 (4.124)
Household size 2.921 (1.183) 2.556 (1.229) 2.427 (1.026) 2.058 (1.055)
Number of children in the household 0.387 (0.774) 0.257 (0.626) 0.073 (0.335) 0.081 (0.368)
Live in Seoul/Incheon/Gyeonggi 0.383 (0.486) 0.363 (0.481) 0.359 (0.480) 0.332 (0.471)
Rural 0.274 (0.446) 0.302 (0.459) 0.259 (0.438) 0.304 (0.460)

Labor income per month 105.292 (144.862) 21.453 (51.672) 105.720 (156.362) 29.269 (65.949)
Health score 58.387 (32.255) 47.972 (31.427) 59.295 (26.238) 53.191 (25.533)

Observations 2,693 3,373 1,785 2,502
Source: Authors’ calculations using 2006-2017 KOWEPS.

Note: The sample contains 8,332 older Koreans whose surveys are collected for at least three consecutive years during the study period of 2006-2017. These individuals are the ones who completed
either the initial survey in 2006 or the latest survey in 2017. Labor income is measured in KRW 10,000.
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Table 2. Causal relationships between self-rated health and labor income by gender using system-GMM

  Male Female   Male Female

Dependent variable: Health score Labor income

(1) (2) (3) (4)

Health score, t-1 0.179 (0.020) *** 0.193 (0.015) *** 0.0024 (0.0010) ** 0.0015 (0.0006) ***

Health score, t-2 0.096 (0.016) *** 0.071 (0.012) ***

Health score, t-3 0.048 (0.013) *** 0.054 (0.010) ***

Health score, t-4 0.036 (0.012) *** 0.008 (0.009)

Labor income, t-1 0.631 (0.204) *** 0.347 (0.211) 0.5095 (0.0264) *** 0.4551 (0.0257) ***

Labor income, t-2 0.1443 (0.0182) *** 0.0623 (0.0172) ***

Labor income, t-3 0.0864 (0.0169) *** 0.0346 (0.0144) **

Labor income, t-4 0.0373 (0.0122) *** 0.0259 (0.0122)

Married 11.534 (2.761) *** 7.328 (1.992) *** 0.4715 (0.1445) *** -0.0408 (0.1591)

Years of education 1.584 (0.531) *** 1.674 (0.414) *** 0.1104 (0.0288) *** 0.0379 (0.0210) *

Household size 0.709 (0.607) -1.686 (0.986) * 0.0228 (0.0467) -0.0395 (0.0455)
Number of children in the
household -3.996 (1.271) *** -2.569 (1.640) -0.1080 (0.0758) -0.1290 (0.0794)

Seoul/Incheon/Gyeonggi 5.579 (3.459) -1.517 (3.061) 0.5331 (0.2735) * -0.1213 (0.1450)

AR(1) -25.78 (0.000) -35.02 (0.000) -12.33 (0.000) -13.06 (0.000)

AR(2) -1.00 (0.318) -0.13 (0.900) -0.59 (0.553) -0.37 (0.709)

Hansen J Statistics 239.93 (0.832) 222.17 (0.125) 257.90 (0.560) 132.04 (0.580)

Observations 2,716 3,401 2,716 3,401
*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health refers to the health score ranging from 0 to 100 computed based on self-rated health. Labor income refers to an individual's monthly labor income. The inverse hyperbolic sine
transformation has been applied to labor income. Standard errors are in parentheses and clustered at the individual level. Source: Authors’ calculation using KOWEPS, 2006-2017.
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Table 3. Causal relationships between self-rated health and labor income by age, gender, and urban-rural area using system-GMM

  Urban Male Urban Female Rural Male Rural Female   Urban Male Urban Female Rural Male Rural Female

Dependent variable: Health score Labor income

(1) (2) (3) (4) (5) (6) (7) (8)
Panel A: People aged 45 -
54

Health score, t-1
0.001

6 (0.0024) 0.000
9 (0.0016) -0.000

4 (0.0043) 0.004
5

(0.0019)
**

Labor income, t-1
0.24

9 (0.219) 0.12
3

(0.311
)

0.65
1 (0.382) * 0.966 (0.475)

**

Panel B: People aged 55 -
64

Health score, t-1
0.005

6
(0.0022)
***

0.002
7

(0.0012)
** 0.0091 (0.0040)

**
0.003

0 (0.0018) *

Labor income, t-1
0.60

6 (0.312) * 0.44
8

(0.520
)

0.93
0 (0.532) * -0.39

3 (0.596)

Panel C: People aged 65 -74

Health score, t-1
0.000

1 (0.0011) 0.000
4 (0.0006) 0.0004 (0.0020) 0.000

7 (0.0012)

Labor income, t-1
1.02

7
(0.482)
**

0.55
2

(0.597
)

1.44
2

(0.685)
** 0.737 (0.477)

*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health refers to the health score ranging from 0 to 100 computed based on self-rated health. Labor income refers to an individual's monthly labor income. The inverse hyperbolic sine
transformation has been applied to labor income. Standard errors are in parentheses and clustered at the individual level. Control variables include married, years of schooling, household size, number of
children in the household, live in Seoul/Incheon/Gyeonggi.
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Table 4. Causal relationships between health and labor income by gender using ML-SEM

  Male Female   Male Female
Dependent variable: Health score Labor income

(1) (2) (3) (4)

Health score, t-1 0.178 (0.009) *** 0.160 (0.007) *** 0.0019 (0.0006) *** 0.0012 (0.0004) ***
Labor income, t-1 0.500 (0.083) *** 0.134 (0.085) 0.3960 (0.0158) *** 0.4701 (0.0122) ***

Married 4.624 (1.184) *** -0.198 (0.755) 0.2377 (0.1063) ** -0.0650 (0.0581)
Years of education 0.097 (0.268) 0.379 (0.251) -0.0180 (0.0254) -0.0121 (0.0172)
Household size 0.707 (0.302) ** 0.453 (0.291) 0.1213 (0.0276) *** -0.0068 (0.0212)
Number of children in the household -0.628 (0.459) -0.696 (0.558) -0.0088 (0.0444) -0.0092 (0.0381)
Seoul/Incheon/Gyeonggi 1.511 (2.253) 0.743 (1.713) 0.1454 (0.1995) 0.0522 (0.1458)

Wald Chi-squared test 448.65 (0.0000) 488.30 (0.0000) 702.45 (0.0000) 1558.93 (0.0000)
Observations 2,716 3,401 2,716 3,401

*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health refers to the health score ranging from 0 to 100 computed based on self-rated health. Labor income refers to an individual's monthly labor income. The inverse hyperbolic sine
transformation has been applied to labor income. Standard errors are in parentheses and clustered at the individual level. Source: Authors’ calculation using KOWEPS, 2006-2017.
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Table 5. Causal relationships between self-rated health and labor income by age, gender, and urban/rural area using ML-SEM

  Urban Male Urban Female Rural Male Rural Female   Urban Male Urban Female Rural Male Rural Female

Dependent variable: Health score Labor income

(1) (2) (3) (4) (5) (6) (7) (8)

Panel A: People aged 45 - 54

Health score, t-1
0.001

6 (0.0014) 0.0008 (0.0011) -0.0048 (0.0025)
* 0.0046 (0.0019) **

Labor income, t-1
0.25

5 (0.144) * 0.154 (0.133
) 0.137 (0.232) 0.370 (0.260)

Panel B: People aged 55 - 64

Health score, t-1
0.003

0 (0.0015) ** 0.0016 (0.0008) ** 0.0039 (0.0022)
* 0.0012 (0.0013)

Labor income, t-1
0.59

1 (0.163) *** 0.003 (0.180
) 0.458 (0.260) * -0.085 (0.282)

Panel C: People aged 65 -74

Health score, t-1
0.000

8 (0.0009) 0.0013 (0.0005) 0.0019 (0.0013) 0.0005 (0.0010)

Labor income, t-1
0.71

1 (0.228) *** 0.437 (0.270
) 1.005 (0.318) *** 0.079 (0.270)

*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health refers to the health score ranging from 0 to 100 computed based on self-rated health. Labor income refers to an individual's monthly labor income. The inverse hyperbolic sine
transformation has been applied to labor income. Standard errors are in parentheses and clustered at the individual level. Control variables include married, years of schooling, household size, number of
children in the household, live in Seoul/Incheon/Gyeonggi. Due to the convergence problem, some of the control variables are excluded from the subgroup analysis. Source: Authors’ calculation using
KOWEPS, 2006-2017.
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Table A.1. Descriptive statistics by age category

Age category 45-54 55-64 65-74
Mean s.d. Mean s.d. Mean s.d.

Gender
Male 0.491 (0.500) 0.420 (0.494) 0.423 (0.494)

Female 0.509 (0.500) 0.580 (0.494) 0.577 (0.494)
Employment status

Regular employee 0.177 (0.382) 0.061 (0.240) 0.006 (0.079)
Temporary employee 0.118 (0.323) 0.077 (0.267) 0.042 (0.201)

Daily employee 0.110 (0.313) 0.084 (0.277) 0.047 (0.211)
Self-support/public/elderly employee 0.011 (0.106) 0.008 (0.089) 0.003 (0.052)

Employer 0.021 (0.142) 0.009 (0.095) 0.002 (0.042)
Self-employee 0.185 (0.389) 0.185 (0.388) 0.215 (0.411)

Unpaid family employee 0.084 (0.277) 0.110 (0.312) 0.099 (0.299)
Unemployed 0.051 (0.220) 0.051 (0.220) 0.024 (0.153)

Not in labor force 0.242 (0.428) 0.415 (0.493) 0.562 (0.496)
Self-rated health status

Very good 0.166 (0.372) 0.057 (0.233) 0.024 (0.152)
Good 0.437 (0.496) 0.302 (0.459) 0.198 (0.399)

Fair 0.151 (0.358) 0.201 (0.401) 0.159 (0.366)
Poor 0.198 (0.398) 0.352 (0.478) 0.457 (0.498)

Very poor 0.048 (0.215) 0.088 (0.284) 0.162 (0.368)

Married 0.816 (0.388) 0.799 (0.401) 0.702 (0.457)
Years of schooling 10.380 (3.467) 8.018 (4.049) 6.020 (4.512)
Household size 3.406 (1.178) 2.577 (1.062) 2.241 (1.113)
Number of children in the household 0.634 (0.885) 0.130 (0.436) 0.193 (0.593)
Live in Seoul/Incheon/Gyeonggi 0.422 (0.494) 0.372 (0.484) 0.329 (0.470)
Rural 0.206 (0.404) 0.274 (0.446) 0.376 (0.485)

Monthly labor income 118.015 (152.467) 47.352 (92.799) 16.849 (40.817)
Health score 67.442 (29.648) 52.134 (30.871) 40.148 (30.015)

Observations 1,941 1,880 2,245
Source: Authors’ calculations using 2006-2017 KOWEPS.

Note: The sample contains 8,332 older Koreans whose surveys are collected for at least three consecutive years during the study period of
2006-2017. Individuals are separated based on their age at the time of the initial survey in 2006. Labor income is measured in KRW 10,000.

25



Table A.2. Descriptive statistics by age, gender, and urban/rural area

Age category 45 - 54 55 - 64 65 - 74

  Urban Male Urban Female Rural Male Rural Female Urban Male Urban Female Rural Male Rural Female Urban Male Urban Female Rural Male Rural Female

Mean s.d. Mean s.d. Mean s.d. Mean s.d. Mean s.d. Mean s.d. Mean s.d. Mean s.d. Mean s.d. Mean s.d. Mean s.d. Mean s.d.

Employment status

Regular employee 0.305 (0.461) 0.071 (0.257) 0.226 (0.419) 0.060 (0.238) 0.134 (0.341) 0.024 (0.155) 0.050 (0.218) 0.022 (0.148) 0.023 (0.150) . (.) . (.) . (.)

Temporary employee 0.117 (0.321) 0.145 (0.352) 0.070 (0.256) 0.070 (0.256) 0.112 (0.316) 0.071 (0.257) 0.045 (0.207) 0.048 (0.214) 0.097 (0.296) 0.034 (0.182) 0.021 (0.142) 0.004 (0.063)

Daily employee 0.139 (0.346) 0.104 (0.306) 0.075 (0.265) 0.060 (0.238) 0.105 (0.307) 0.081 (0.273) 0.050 (0.218) 0.070 (0.256) 0.062 (0.242) 0.037 (0.188) 0.032 (0.177) 0.053 (0.225)

Self-support/public/elderly employee 0.005 (0.073) 0.015 (0.123) 0.010 (0.100) 0.020 (0.140) 0.005 (0.071) 0.009 (0.095) . (.) 0.016 (0.125) . (.) 0.006 (0.079) . (.) 0.002 (0.044)

Employer 0.041 (0.199) 0.006 (0.079) 0.015 (0.122) 0.005 (0.071) 0.020 (0.141) 0.003 (0.051) 0.010 (0.100) 0.003 (0.056) 0.003 (0.057) . (.) 0.003 (0.054) 0.002 (0.044)

Self-employee 0.224 (0.417) 0.084 (0.277) 0.467 (0.500) 0.160 (0.368) 0.224 (0.417) 0.058 (0.234) 0.627 (0.485) 0.143 (0.351) 0.177 (0.382) 0.063 (0.244) 0.690 (0.463) 0.180 (0.384)

Unpaid family employee 0.008 (0.089) 0.098 (0.297) 0.010 (0.100) 0.390 (0.489) 0.002 (0.041) 0.085 (0.279) 0.005 (0.071) 0.439 (0.497) 0.011 (0.107) 0.058 (0.234) 0.015 (0.121) 0.324 (0.469)

Unemployed 0.053 (0.224) 0.061 (0.239) 0.035 (0.185) 0.020 (0.140) 0.081 (0.274) 0.050 (0.219) 0.020 (0.140) 0.016 (0.125) 0.049 (0.216) 0.022 (0.145) 0.015 (0.121) 0.004 (0.063)

Not in labor force 0.107 (0.310) 0.416 (0.493) 0.090 (0.288) 0.215 (0.412) 0.316 (0.465) 0.619 (0.486) 0.194 (0.396) 0.242 (0.429) 0.578 (0.494) 0.779 (0.415) 0.224 (0.418) 0.431 (0.496)

Self-rated health status

Very good 0.206 (0.404) 0.136 (0.343) 0.181 (0.386) 0.120 (0.326) 0.104 (0.305) 0.039 (0.193) 0.045 (0.207) 0.025 (0.158) 0.034 (0.182) 0.019 (0.137) 0.038 (0.192) 0.008 (0.089)

Good 0.454 (0.498) 0.401 (0.490) 0.508 (0.501) 0.445 (0.498) 0.345 (0.476) 0.272 (0.445) 0.383 (0.487) 0.242 (0.429) 0.267 (0.443) 0.148 (0.356) 0.286 (0.453) 0.134 (0.341)

Fair 0.134 (0.341) 0.178 (0.382) 0.121 (0.326) 0.140 (0.348) 0.200 (0.401) 0.216 (0.412) 0.159 (0.367) 0.191 (0.394) 0.178 (0.383) 0.158 (0.365) 0.165 (0.372) 0.132 (0.339)

Poor 0.158 (0.365) 0.234 (0.423) 0.136 (0.343) 0.270 (0.445) 0.260 (0.439) 0.379 (0.485) 0.348 (0.478) 0.459 (0.499) 0.375 (0.484) 0.492 (0.500) 0.398 (0.490) 0.543 (0.499)

Very poor 0.049 (0.216) 0.052 (0.222) 0.055 (0.229) 0.025 (0.157) 0.092 (0.289) 0.094 (0.292) 0.065 (0.247) 0.083 (0.276) 0.146 (0.353) 0.183 (0.387) 0.112 (0.316) 0.182 (0.386)

Married 0.847 (0.360) 0.772 (0.420) 0.809 (0.394) 0.875 (0.332) 0.876 (0.330) 0.715 (0.452) 0.920 (0.271) 0.787 (0.410) 0.905 (0.293) 0.535 (0.499) 0.926 (0.262) 0.569 (0.496)

Years of schooling 11.537 (3.369)
10.02

9 (3.219) 9.719 (3.268) 8.055 (3.348) 10.027 (3.929) 7.351 (3.786) 8.060 (3.698) 5.869 (3.447) 8.936 (4.487) 5.025 (3.964) 6.991 (4.126) 3.397 (3.298)

Household size 3.592 (1.135) 3.237 (1.130) 3.593 (1.352) 3.190 (1.213) 2.818 (1.057) 2.523 (1.119) 2.507 (0.867) 2.303 (0.946) 2.486 (1.031) 2.259 (1.289) 2.242 (0.843) 1.919 (0.989)

Number of children in the household 0.903 (0.974) 0.425 (0.710) 0.774 (1.022) 0.305 (0.659) 0.093 (0.340) 0.174 (0.522) 0.055 (0.249) 0.140 (0.444) 0.173 (0.549) 0.280 (0.692) 0.106 (0.449) 0.140 (0.543)

Live in Seoul/Incheon/Gyeonggi 0.517 (0.500) 0.501 (0.500) 0.090 (0.288) 0.080 (0.272) 0.480 (0.500) 0.482 (0.500) 0.075 (0.263) 0.089 (0.285) 0.484 (0.500) 0.475 (0.500) 0.088 (0.284) 0.075 (0.264)

Monthly labor income
203.71

0
(176.442

)
46.15

2
(77.372

)
165.33

8
(153.953

)
30.99

6
(58.632

) 91.273
(128.921

)
19.73

3
(50.301

)
76.36

3 (98.910)
14.64

9
(28.679

)
27.19

9
(57.350

) 8.340
(25.823

)
33.40

6
(49.773

) 6.527
(14.067

)

Health score 70.775 (29.075)
63.93

9
(30.123

) 71.472 (28.629)
64.67

0
(29.183

) 58.022 (31.788)
49.38

4
(30.165

)
55.07

5 (30.533)
46.00

0
(29.102

)
46.09

8
(31.634

)
36.31

6
(28.557

)
47.90

3
(31.213

)
33.74

3
(26.879

)

Observations 754 788 199 200 589 776 201 314 611 789 339 506

Note: The sample contains 8,332 older Koreans whose surveys are collected for at least three consecutive years during the study period of 2006-2017. Individuals are separated based on their age and
region of residence at the time of the initial survey in 2006. Labor income is measured in KRW 10,000.
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Table A.3. Causal relationships between health and labor income by gender and marital status
using system-GMM, with spousal income only for couples

  Male Female   Male Female
Dependent variable: Health score Labor income

(1) (2) (3) (4)
Panel A: Couples

Lagged health score 0.0028 (0.0012)
** 0.0022 (0.0009)

**

Lagged labor income 0.64
2

(0.218)
***

0.23
6 (0.372)

Lagged spousal
income

0.00
6 (0.017) 0.01

1
(0.005)
**

-0.004
1

(0.0021)
**

-0.000
4 (0.0006)

Observations 1,993 1,993 1,993 1,993

Panel B: Singles
Lagged health score 0.0027 (0.0021) 0.0012 (0.0012)

Lagged labor income 0.81
2

(0.307)
***

0.63
7

(0.313)
**

Observations 764 1,495 764 1,495
*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health refers to the health score ranging from 0 to 100 computed based on self-rated health. Labor income and spousal income refer to an
individual(spouse)'s monthly labor income. The inverse hyperbolic sine transformation has been applied to labor income. Standard errors are in
parentheses and clustered at the individual level. Source: Authors’ calculation using KOWEPS, 2006-2017.
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Table A.4. Causal relationships between health and labor income by gender and income level using
system-GMM

  Male Female   Male Female
Dependent variable: Health score Labor income

(1) (2) (3) (4)
Panel A: Poor households

Lagged health score 0.002
7

(0.0013)
**

0.001
9

(0.0009)
**

Lagged labor income 0.96
6

(0.356)
***

0.56
5

(0.349
)

Observations 1,261 1,880 1,261 1,880

Panel B: Non-poor
households

Lagged health score 0.001
4 (0.0014) 0.000

6 (0.0009)

Lagged labor income 0.54
1 (0.275) ** 0.06

5
(0.322
)

Observations 1,432 1,493 1,432 1,493
*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health refers to the health score ranging from 0 to 100 computed based on self-rated health. Labor income and spousal income refer to an
individual(spouse)'s monthly labor income. The inverse hyperbolic sine transformation has been applied to labor income. Standard errors are in
parentheses and clustered at the individual level. Source: Authors’ calculation using KOWEPS, 2006-2017.
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Table A.5. Causal relationships between self-rated health z-scores and labor income z-scores by gender using system-GMM

  Male Female   Male Female

Dependent variable: Health z-score Labor income z-score

(1) (2) (3) (4)

Health z-score, t-1 0.183 (0.020) *** 0.196 (0.015) *** 0.013 (0.005) ** 0.007 (0.002) ***

Health z-score, t-2 0.102 (0.016) *** 0.075 (0.012) ***

Health z-score, t-3 0.052 (0.014) *** 0.056 (0.011) ***

Health z-score, t-4 0.038 (0.012) *** 0.011 (0.009)

Labor income z-score, t-1 0.085 (0.025) *** 0.066 (0.043) 0.490 (0.031) *** 0.409 (0.045) ***

Labor income z-score, t-2 0.140 (0.026) *** 0.090 (0.038) **

Labor income z-score, t-3 0.109 (0.022) *** 0.000 (0.023)

Labor income z-score, t-4 0.060 (0.021) *** 0.047 (0.018) ***

Married 0.328 (0.077) *** 0.167 (0.051) *** 0.109 (0.035) *** 0.018 (0.018)

Years of education 0.043 (0.017) ** 0.054 (0.012) *** 0.016 (0.008) *** 0.006 (0.004) *

Household size 0.013 (0.018) -0.006 (0.017) * -0.021 (0.020) -0.003 (0.010)
Number of children in the
household -0.105 (0.037) *** 0.023 (0.039) 0.022 (0.024) -0.006 (0.015)

Seoul/Incheon/Gyeonggi 0.137 (0.099) -0.082 (0.090) 0.014 (0.055) * 0.002 (0.019)

AR(1) -26.00 (0.000) -34.59 (0.000) -10.63 (0.000) -5.20 (0.000)

AR(2) -1.03 (0.304) -0.30 (0.762) -0.08 (0.953) 0.02 (0.983)

Hansen J Statistics 239.49 (0.838) 272.25 (0.319) 251.92 (0.645) 212.98 (0.236)

Observations 2,716 3,401 2,716 3,401
*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health z-score refers to the standardized health score computed based on self-rated health. Labor income z-score refers to the standardized labor income score computed based on an individual's
monthly labor income. The inverse hyperbolic sine transformation has been applied to labor income z-scores. Standard errors are in parentheses and clustered at the individual level.

Source: Authors’ calculation using KOWEPS, 2006-2017.
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Table A.6. Causal relationships between health z-scores and labor income z-scores by gender using ML-SEM

  Male Female   Male Female
Dependent variable: Health z-score Labor income z-score

(1) (2) (3) (4)

Health z-score, t-1 0.177 (0.009) *** 0.159 (0.007) *** 0.007 (0.004) *** 0.005 (0.002) ***
Labor income z-score, t-1 0.052 (0.010) *** 0.015 (0.018) 0.417 (0.024) * 0.477 (0.027) ***

Married 0.130 (0.035) *** -0.004 (0.023) 0.035 (0.019) * -0.008 (0.008)
Years of education 0.003 (0.008) 0.013 (0.007) * -0.006 (0.004) -0.001 (0.003)
Household size 0.020 (0.009) ** 0.012 (0.009) 0.023 (0.006) *** 0.001 (0.003)
Number of children in the household -0.017 (0.014) -0.020 (0.017) -0.023 (0.010) ** -0.006 (0.006)
Seoul/Incheon/Gyeonggi 0.049 (0.067) 0.025 (0.051) 0.081 (0.048) * 0.005 (0.017)

Wald Chi-squared test 419.56 (0.0000) 464.71 (0.0000) 377.83 (0.0000) 371.52 (0.0000)
Observations 2,716 3,401 2,716 3,401

*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health z-score refers to the standardized health score computed based on self-rated health. Labor income z-score refers to the standardized labor income score computed based on an individual's
monthly labor income. The inverse hyperbolic sine transformation has been applied to labor income z-scores. Standard errors are in parentheses and clustered at the individual level.

Source: Authors’ calculation using KOWEPS, 2006-2017.
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Table A.7. Causal relationships between self-rated health and paid employment status by gender using system-GMM

  Male Female   Male Female

Dependent variable: Health score Paid employment status

(1) (2) (3) (4)

Health score, t-1 0.184 (0.020) *** 0.193 (0.015) *** 0.0004 (0.0002) ** 0.0005 (0.0002)
***

Health score, t-2 0.099 (0.016) *** 0.071 (0.012) ***

Health score, t-3 0.049 (0.013) *** 0.054 (0.010) ***

Health score, t-4 0.038 (0.012) *** 0.008 (0.009)

Paid employment status, t-1 4.414 (1.532) *** 0.940 (0.906) 0.5342 (0.0241) *** 0.3759 (0.0208)
***

Paid employment status, t-2 0.1528 (0.0168) *** 0.0946 (0.0144)
***

Paid employment status, t-3 0.0990 (0.0169) *** 0.0455 (0.0121)
***

Paid employment status, t-4 0.0503 0.0227 (0.0105) **

Married 11.015 (2.741) *** 5.751 (1.723) *** 0.0659 (0.0270) ** -0.0210 (0.0298)

Years of education 1.916 (0.623) *** 1.775 (0.388) *** 0.0126 (0.0053) ** 0.0113 (0.0073)

Household size 0.662 (0.612) -0.156 (0.587) 0.0085 (0.0056) -0.0121 (0.0134)

Number of children in the household -3.711 (1.273) *** -1.123 (1.332) -0.0223 (0.0111) ** 0.0008 (0.0238) *

Seoul/Incheon/Gyeonggi 4.177 (3.470) -2.612 (3.031) 0.0021 (0.0265) -0.0965 (0.0528)

AR(1) -25.36 (0.000) -34.53 (0.000) -14.17 (0.000) -24.41 (0.000)

AR(2) -0.95 (0.341) -0.08 (0.937) -0.79 (0.430) 0.47 (0.636)

Hansen J Statistics 236.84 (0.866) 260.57 (0.513) 308.05 (0.729) 150.75 (0.183)

Observations 2,716 3,401 2,716 3,401
*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health refers to the health score ranging from 0 to 100 computed based on self-rated health. Paid employment status refers to a binary variable that takes a value of 1 if an individual is employed as
a paid worker and 0 otherwise. Standard errors are in parentheses and clustered at the individual level. Source: Authors’ calculation using KOWEPS, 2006-2017.
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Table A.8. Causal relationships between health and paid employment status by gender using ML-SEM

  Male Female   Male Female
Dependent variable: Health score Paid employment status

(1) (2) (3) (4)

Health score, t-1 0.178 (0.009) *** 0.160 (0.007) *** 0.0005 (0.0001) *** 0.0004 (0.0001) ***
Paid employment status, t-1 3.470 (0.560) *** 0.303 (0.375) 0.4734 (0.0144) *** 0.3850 (0.0103) ***

Married 4.599 (1.190) *** -0.190 (0.755) 0.0627 (0.0185) *** -0.0291 (0.0137) **
Years of education 0.087 (0.264) 0.378 (0.251) -0.0036 (0.0044) 0.0009 (0.0043)
Household size 0.705 (0.303) ** 0.459 (0.290) * 0.0159 (0.0040) *** 0.0026 (0.0045)
Number of children in the household -0.677 (0.456) -0.718 (0.557) 0.0003 (0.0054) -0.0104 (0.0084)
Seoul/Incheon/Gyeonggi 1.671 (2.268) 0.769 (1.711) -0.0392 (0.0260) -0.0232 (0.0350)

Wald Chi-squared test 455.76 (0.0000) 488.28 (0.0000) 1174.86 (0.0000) 1445.01 (0.0000)

Observations 2,716 3,401 2,716 3,401
*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health refers to the health score ranging from 0 to 100 computed based on self-rated health. Paid employment status refers to a binary variable that takes a value of 1 if an individual is employed as
a paid worker and 0 otherwise. Standard errors are in parentheses and clustered at the individual level. Source: Authors’ calculation using KOWEPS, 2006-2017.

32



Table A.9. Causal relationships between health and labor income by gender using system-GMM
with subgroups

  Male Female   Male Female
Dependent variable: Health score Labor income

(1) (2) (3) (4)

Panel A: Subsample from 2009 to
2017

Lagged health score 0.000
6 (0.0015) 0.001

9 (0.0008) **

Lagged labor income 0.69
1

(0.313)
**

0.35
4 (0.322)

Observations 2,596 3,296 2,596 3,296

Panel B: All adults aged 45 or above

Lagged health score 0.002
4

(0.0010)
**

0.001
5

(0.0006)
***

Lagged labor income 0.44
0

(0.208)
**

0.39
4

(0.218)
*

Observations 3,082 4,059 3,082 4,059
*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Health refers to the health score ranging from 0 to 100 computed based on self-rated health. Labor income refers to an individual's monthly
labor income. The inverse hyperbolic sine transformation has been applied to labor income. Standard errors are in parentheses and clustered at
the individual level. Source: Authors’ calculation using KOWEPS, 2006-2017.
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Table A.10 Causal relationships between health and labor income by gender using ML-SEM, with sample weights

  Male Female   Male Female

Dependent variable: Health score Labor income

(1) (2) (3) (4)

Health score, t-1 0.211 (0.023) *** 0.226 (0.019) *** 0.0032 (0.0014) ** 0.0014 (0.0005)
***

Health score, t-2 0.118 (0.018) *** 0.081 (0.016) ***

Health score, t-3 0.071 (0.016) *** 0.073 (0.014) ***

Health score, t-4 0.047 (0.014) *** 0.023 (0.012) *

Labor income, t-1 0.703 (0.209) *** 0.422 (0.269) 0.4882 (0.0314) *** 0.4927 (0.0300)
***

Labor income, t-2 0.1568 (0.0197) *** 0.0579 (0.0186)
***

Labor income, t-3 0.1213 (0.0261) *** 0.0311 (0.0158) **

Labor income, t-4 0.0549 (0.0153) *** 0.0365 (0.0136)
***

Married 10.326 (3.084) *** 4.046 (1.965) ** 0.2100 (0.1603) 0.2550 (0.1761)

Years of education 1.343 (0.486) *** 1.630 (0.356) *** 0.0931 (0.0377) ** 0.0397 (0.0365)

Household size 0.338 (0.610) 0.226 (0.733) 0.0777 (0.0588) -0.1057 (0.0780)

Number of children in the household -2.596 (1.190) * -1.661 (1.502) -0.1373 (0.0807) * 0.1008 (0.1257)

Seoul/Incheon/Gyeonggi 3.366 (3.376) -2.698 (3.214) 0.1323 (0.2747) -0.5280 (0.3370)

AR(1) -19.09 (0.000) -23.86 (0.000) -8.95 (0.000) -13.00 (0.000)

AR(2) -0.71 (0.479) 0.44 (0.657) -0.87 (0.383) -0.64 (0.522)

Hansen J Statistics 246.40 (0.746) 296.06 (0.073) 275.52 (0.271) 280 (0.212)

Observations 2,716 3,401 2,716 3,401
*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: The dependent variables of interest, health and labor income, are listed in the second row. Health refers to the health score ranging from 0 to 100 computed based on self-rated health. Labor
income refers to an individual's monthly labor income. The inverse hyperbolic sine transformation has been applied to labor income. Standard errors are in parentheses and clustered at the individual
level. Source: Authors’ calculation using KOWEPS, 2006-2017.
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Table A.11. Attrition check

  (1) (2)
Dependent variable: Labor income Health score

Health score 0.001 (0.001)
Labor income 0.007 (0.009)

Age -0.002 (0.005) -0.001 (0.005)
Female 0.257 (0.073) *** 0.261 (0.073) ***
Head of household 0.307 (0.062) *** 0.294 (0.061) ***
Married 0.276 (0.067) *** 0.277 (0.065) ***
Years of schooling -0.024 (0.006) *** -0.024 (0.005) ***
Household size -0.125 (0.020) *** -0.124 (0.021) ***
Number of children in the household 0.062 (0.044) 0.061 (0.045)
Number of older adults in the household 0.148 (0.026) *** 0.147 (0.027) ***
Live in Seoul/Incheon/Gyeonggi

-0.294 (0.058) *** -0.294 (0.058) ***

Constant 1.237 (0.316) *** 1.231 (0.338) ***

Community fixed effects Yes Yes
Observation 6,990 6,990
R-squared 0.0448 0.0448

*statistically significant at the 0.10 level; **statistically significant at the 0.05 level; ***statistically significant at the 0.01 level.

Note: Column 1 uses health score and column 2 uses the inverse hyperbolic sine transformed labor income as a dependent variable in the
regression respectively. Source: Authors’ calculation using KOWEPS, 2006-2017.
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Appendix B. Maximum Likelihood Structural Equation Model

The Maximum Likelihood approach can be implemented in the Structural Equation Model (referred to as
ML-SEM), considering Equations (1) and (2) as two special cases of linear structural equation models
(Allison et al., 2017; Williams et al., 2018). It focuses on parameters of the dynamic relationships
between observed covariates in the variance-covariance matrix of the system. Similar to the GMM
estimator, it allows reverse causality by assuming sequential exogeneity of outcome variables.
Monte-Carlo simulations conducted by studies of Moral-Benito (2013), Allison et al. (2017), and
Moral-Benito et al. (2019) have shown that the ML-SEM method outperforms the first-differenced GMM
method in terms of efficiency and finite sample biases. In addition to the system-GMM that addresses the
limitations of the first-differenced GMM, we may use the ML-SEM approach to scrutinize the two-way
causal relationship between health and labor market outcomes of older Koreans with no stationarity
assumption. The following equations describe health as a function of labor income:
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common factors across individuals in the panel, and εi,t and θi,t are time-varying error terms. β2 and δ2 are
the coefficients of interest: they respectively estimate the causal effect of labor income on health and the
causal effect of health on labor income.

The dynamic panel data models may be sensitive to the specification of temporal lags (Vaisey & Miles,
2017). If the model does not fully describe the true timing of causal effects, which may be
contemporaneous, lagged, or both, it may provide misleading estimates. To address this concern, we let
Li,t in Equation (6) and Hi,t in Equation (8) be correlated with εi,t and θi,t, respectively (Williams et al.,
2018). That is, we create one lagged predetermined variable before adding them into the regression. By
doing so, these predetermined variables are not recognized as lagged variables. It lets them be correlated
with the previous error term which is, in fact, the current error term to the lagged predetermined variables.
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