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Executive Summary

For decades, advanced Asian economies (“Advanced Asia”)—including Japan, South Korea, 
Hong Kong, Taiwan, China, and Singapore—exemplified strong and sustained growth. Today, 
these economies confront systemic challenges that outpace policy responses and increasingly 
compress growth.

Aging has shifted from a source of longstanding tension to a defining force, reshaping 
productivity dynamics, straining labor markets, and placing new demands on public finance 
just as governments are shrinking budget allocations.

In parallel, technological acceleration and geopolitical fragmentation are redefining business 
models, destabilizing supply chains and employment. These pressures are durable shifts in 
market fundamentals. Traditional growth engines—industrial output, scalable labor, export 
momentum, and human capital expansion—are losing traction, while artificial intelligence 
(AI) and automation are redrawing the contours of competitiveness and value creation.

For policymakers, this moment marks a turning point. They must move beyond managing 
demographic headwinds and technological disruption to rethinking growth fundamentals. 
This briefing argues that aging societies have an opportunity to pivot toward high-efficiency, 
low-labor growth models. Redesigning workflows, supply chains, and service delivery can 
turn demographic and technological pressures into engines of innovation and inclusive 
growth. Resilience will depend on rethinking work across the lifespan, fostering 
intergenerational collaboration, reducing exclusion, and promoting lifelong learning.

System-wide change will require bold policy vision and agile fiscal frameworks capable of 
withstanding the pressures that come with aging and AI, while directing investment toward 
productivity, equity, and long-term stability.
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Introduction

After decades of defying economic gravity through rapid industrialization, export dynamism, 
and technological ascendancy, Advanced Asia is entering a phase of structural transformation. 
In this briefing, Advanced Asia refers to a select group of Asian economies with a nominal 
GDP per capita above $13,600, specifically Japan, South Korea, Hong Kong, Taiwan, China, 
and Singapore, which have undergone industrialization and global integration and are now 
at a crossroads.1  

For these economies, aging populations, fiscal tightening, and stagnating productivity are 
no longer discrete or distant challenges; they are rapidly converging with technological 
displacement and trade fragmentation, testing the limits of existing development models.

This briefing examines how post-industrial growth is evolving in Advanced Asia. It explores 
how shifting pressures are challenging traditional growth models and highlights the need 
for policymakers and business leaders to chart new pathways for future growth.

It assesses structural risks to employment, public finance, and inequality. It proposes a 
strategic reform agenda grounded in industrial renewal, labor market redesign, fiscal 
innovation, and the proactive adoption of technology—not merely as an economic lever, 
but as a catalyst for social innovation and inclusive growth.
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From Structural Strains to Crises

Before COVID-19, Advanced Asia was already contending with aging populations, slowing 
productivity, trade tensions, and rising fiscal pressures. The pandemic accelerated these 
trends, exposing vulnerabilities in the labor and welfare system and turning long-term 
concerns into urgent policy issues. These economies now stand at a critical inflection point, 
requiring a fundamental reassessment of their growth models. This section explores the 
recent shifts that require a more adaptive and sustainable development trajectory.

Surging into a Super-Aged Era 

Advanced Asia faces a demographic reckoning. In just five years, a gradual trend of population 
aging has transformed into a rapid, structural challenge. This acceleration is occurring at a 
pace without historical precedent, driven by sustained low fertility and rising longevity. By 
2050, Advanced Asia is expected to decline by 185 million people (11%), with China alone 
accounting for 156 million (almost 85% of the total decline).2 

The trend reversal is striking. What took Europe over half a century unfolded in just 20 to 
25 years across Advanced Asia (figure 1). In 1990, only Japan and Singapore were considered 
“aging” (with 7–14% of their population aged 65+), and Japan stood alone with a median 
age above 40.3 In the past five years alone, from 2019 to 2024, Singapore and China have 
become “aged” societies (with 15–20% of their population aged 65+), while Hong Kong, 
South Korea, and Taiwan have joined Japan as “super-aged” economies (with more than 
21% of their population aged 65+). By 2030, Advanced Asia will have crossed the threshold 
into super-aged status, with the “oldest-old” (aged 80 and above) comprising nearly one-fifth 
of the older population. The widening gap between life expectancy and healthy life expectancy 
is intensifying demand for long-term care, adding fiscal and operational strain on already 
stretched health systems.4 
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Figure 1: Gray Acceleration: Advanced Asiaʼs Race Toward Super-Aged Societies 
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The labor force outlook is even more dramatic. By 2050, Advanced Asia will shed 280 mil-
lion workers (25%)—the largest decline ever recorded.5,6 During that period, China and 
Japan are projected to lose nearly a quarter of their working-age populations (approximately 
241 million and 18 million, respectively), while South Korea, Taiwan, and Hong Kong face 
contractions of 35-40%.7

Population aging is not a new phenomenon, but its unprecedented speed and scale, compounded 
by disruptions to migration patterns, supply chains, and shifting geopolitical dynamics, are 
reshaping the policy landscape in complex ways. 

Aging Economies Outgrow Their Revenues

Amid rising demands for healthcare and retirement spending, fiscal expenditure across 
Advanced Asia has tightened post-COVID, leaving governments with less room to navigate 
growing economic and demographic challenges. Japan, with gross public debt exceeding 
245% of GDP—the highest among advanced economies—is under international pressure to 
outline a credible fiscal consolidation plan.8 China’s local governments face rising debt and 
dwindling revenues from land sales, weakening their capacity to finance infrastructure 
and social programs.9 In South Korea, a $43 billion tax shortfall in 2023 prompted the  
government to adopt the smallest budget increase in nearly two decades, signaling a shift 
toward restraint.10,11 Hong Kong’s six-year deficit streak has slashed its once-substantial  
reserves by 45% since 2019, leaving them below annual spending in fiscal year 2024-25.12  
Singapore, though more fiscally resilient, tapped $40 billion in reserves during the pandemic 
and is unlikely to replenish them soon, instead raising taxes and reducing spending.13 
Taiwan has fared better, gradually narrowing its deficit.14 Together, these developments reflect a 
transition across the region from emergency stimulus to a more constrained fiscal posture—just 
as aging, slowing growth, and rising social demands make fiscal resilience more urgent than ever. 
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Faltering Output Undercuts Resilience 

As countries face shrinking workforces and societies aim to do more with less, stagnating 
productivity makes that goal increasingly elusive, eroding the very economic buffers needed 
to support aging populations. 

Over four decades preceding 2010, Advanced Asia achieved sustained productivity gains 
driven by sectoral improvements and resource reallocation.15 Yet, since 2020, productivity trends 
have been moving in the wrong direction. China’s total factor productivity (TFP) growth 
has slowed from 2.8% in the 10 years before the global financial crisis to just 0.7% during 
2009–18, while Japan’s TFP growth fell from 0.87% during 1993–2017 to 0.2% or lower 
since 2018.16,17,18 South Korea, Taiwan, and Singapore have also seen a marked productivity 
slowdown, with TFP growth hovering around 0.8%, 1.2% (estimated), and 0.6-0.8%, 
respectively, since 2020.19

While aging plays a role, the decline stems from structural inefficiencies: rigid labor 
markets, low small and medium-sized enterprise (SME) digitization (especially in Japan), 
weak service-sector gains, and a shift away from scalable manufacturing-driven growth.  

Declining productivity has serious economic implications. In China, the sustained slowdown 
in productivity and declining workforce are expected to reduce potential growth to 3.8% by 
2030 and 2.8% by 2040.20 Similarly, the Bank of Korea reports that TFP’s contribution to 
the country’s economic growth fell from 24% during 1970-2022 to just 7.5% during 2020–
2022.21

The result is a tightening squeeze: fewer workers to drive output, mounting fiscal pressures 
in aging societies, and a growing risk of intergenerational inequality and long-term economic 
slowdown.

Intergenerational Inequality Deepens Divides

Slower growth is driving economic insecurity, particularly for women and retirees, as rising 
living costs and fiscal constraints are compounding the effects of aging. Older women, who 
comprise 61% of the 80+ population, face heightened poverty risk due to limited pension 
access from lower workforce participation.22

In Japan, 60% of households reported hardship in 2023, with falling incomes  and 
warnings from the Organization for Economic Co-operation and Development (OECD) 
about deepening intergenerational inequality.23 South Korea, with living costs 55% above 
the OECD average, ranks among the lowest in life satisfaction, especially for older and 
low-income groups.24,25  In China, despite increased public investment, weak wage growth 
and high saving rates—58% of urban households now prioritize saving—reflect widespread 
insecurity, with aging exacerbating inequality and urban-rural income divides.26,27 Taiwan’s 
shrinking workforce, stagnant wages, and high housing costs are also eroding household 
financial security, while Hong Kong faces stagnating real incomes, a 43% increase in elderly 
poverty between 2019 and 2025, and a widening income gap, with fiscal reserves also down 
30% during that same period.28,29 Even in fiscally strong Singapore, cost of living emerged 
as the top voter concern in 2024, with inflation, housing, and job security dominating public 
discourse.30 Japan’s experience with “silver democracy,” where older voters dominate policy 
priorities, may soon echo across the region.31 
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The Great Dislocation:  
AI and Supply Chain Shifts 

The structural headwinds outlined earlier have been anticipated for some time. Policymakers 
have pursued multi-pronged strategies to counter their effects, built on a core assumption: 
that a fully employed, educated workforce and rapid digitization would propel a shift toward 
high-value-added services and knowledge-intensive industries. This, in turn, was expected 
to drive productivity, sustain growth, raise incomes, and secure a stable tax base to support 
aging populations and public investments. 

That formula is now faltering—undone by accelerated aging, stumbling productivity, and the 
disruptive effects of digitization, still viewed as a growth engine but increasingly destabilizing the 
employment landscape. Supply chain realignment in response to trade fragmentation and 
strategic rivalry over technology are compounding the challenge, undermining export 
strategies built around advanced digital industries. 

Advanced Asia’s growth outlook reflects the strain. OECD long-term baseline projections 
show annual GDP expanding by 1.1% in Japan and 1.4% in South Korea through 2050.32 China’s 
trajectory is more uncertain: while multilateral bodies forecast 3–3.5% growth through the 
2030s, some estimates warn of a drop to 1% by the 2040s if productivity fails to keep pace 
with the demographic decline.33,34,35  

This section explores how tech and trade fragmentation are intensifying Advanced Asia’s 
growth strains, exposing the limits of aging-related policies and driving a rethink of existing 
growth models.

AI is Challenging the Promise of Prolonged Work  

Maximizing workforce participation has long been central to sustaining growth in aging 
societies. But the rise of AI is reshaping labor markets in ways that challenge this model.

Generative AI is accelerating work transformation—automating structured tasks, enhancing 
decision-making, and redefining roles. Consulting firm McKinsey & Company estimates this 
could add $13 trillion to global GDP by 2030, a 16% increase over current levels.36 Advanced 
Asia—where a larger share of jobs (see below) are exposed to AI and have the potential to 
be complemented by it—is structurally better positioned to benefit from these productivity 
gains.37 Yet the disruption is substantial. Although projections suggest overall employment 
across Advanced Asia could remain broadly stable through 2030, they mask slowing job creation 
and deep structural shifts in labor markets.38  Moreover, as firms rely more on automation 
and AI to drive output and income, the share of prosperity reaching human workers may 
become increasingly uncertain.39

Across Advanced Asia, 50–60% of jobs are expected to be impacted by AI technologies. Of these, 
roughly half may be complemented, with AI augmenting human capabilities and enabling 
workers to focus on higher-value tasks. The remainder—a quarter of existing jobs—face 
displacement or wage pressure.40 AI is also reshaping the nature of work itself. Existing roles 
have already seen a 40% shift in required skills, with projections reaching 70% by 2030.41 
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These changes affect all segments of the workforce in Advanced Asia and are unevenly 
distributed across economies (figure 2).42

•	 Blue-collar jobs—Manual, industrial, logistics, and manufacturing jobs are 
projected to decline due to robotization and aging workforces. Industrial workers 
are particularly vulnerable to being displaced by automation and pushed into 
informal employment.43 

•	 White-collar jobs—The knowledge economy itself, once heralded as  
the next engine of growth, is undergoing a profound transformation. White  
collar jobs—managerial, professional, and knowledge-based—are evolving  
due to rapid AI adoption and automation.44 Educated youth face rising unemployment 
as entry-level roles, traditionally stepping stones into the workforce, are 
increasingly being automated.45 The World Economic Forum (WEF)’s 2025   
Future of Jobs it report warns of large-scale displacement in software 
development, financial services, and engineering.46 The emergence of agentic 
AI—systems capable of independent decision-making, planning, and adaptive 
behavior with minimal human oversight—is expected to intensify labor market 
disruptions. These technologies are expanding automation into complex 
cognitive and administrative domains, accelerating displacement even among 
high-skilled white-collar roles.47

•	 “Third-collar” jobs (also known as new- or gray-collar)—These are 
jobs that blend manual, technical, and intellectual tasks (e.g., technicians, 
care-centered professionals, and equipment operators). In an employment 
landscape changed by AI adoption, these jobs prioritize human capabilities 
and human-machine collaboration. They are projected to see modest growth, 
supported by digitization and skills upgrading. 

While many workers face some degree of displacement risk, women and older workers—especially 
older women—are disproportionately affected by AI and automation. Up to 79% of working women 
are in occupations highly susceptible, particularly in administration, customer service, and retail.48 
These roles often offer limited pathways for reskilling or re-entry.

Some groups—such as informal workers and emerging occupations—may be missing from 
national datasets, leaving a small share of the workforce unclassified in mapping exercises. 
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Figure 2: Workforce Composition in Advanced Asia by Type of Work 

Source: Asia Business Council estimates based on data from Statista, World Bank, WEF Future of Jobs, OECD Employment 
Outlook, and International Labor Organization.  
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New roles are emerging in the digital era—particularly in AI oversight, digital services, and 
human-machine collaboration —but economies face significant talent gaps.49 A 2023 survey 
by McKinsey & Company found that only 16% of business leaders felt confident in accessing 
the tech talent needed for digital transformation, while 60% cited talent shortages as a major 
barrier.50

Every economy in Advanced Asia is experiencing disruption throughout the employment ladder, 
though the nature and intensity of these shifts vary widely, with labor market structures evolving 
in distinct ways. China’s labor market is slowly moving away from blue-collar roles toward 
occupations blending service, technical, and intellectual disciplines.51 By 2030, its 60% of factory 
workers and 35% of knowledge workers will be at risk of displacement, with estimates ranging 
from 40 to 100 million jobs.52,53  In Hong Kong, service sector expansion and digital transformation 
are projected to drive the continued dominance of white-collar and third-collar employment.54,55  
Singapore’s workforce will see an increase in white-collar Professionals, Managers, Executives, 
and Technicians (PMET) roles, expected to reach two-thirds of the workforce by 2030.56,57 
According to estimates, 770,000 jobs—roughly 21% of the workforce—could be affected 
by AI by 2028.58 Japan and South Korea are preparing for a shrinking workforce driven by 
demographic decline, particularly a reduction in the working-age population.  As labor 
markets evolve, demand is rising for digital skills, AI oversight, and healthcare services, 
fueling growth in both white-collar and emerging third-collar roles, while traditional 
blue-collar jobs continue to decline.59,60 Taiwan’s rapid evolution into a knowledge and 
technology-based economy is reflected in the significant growth of white-collar employment, 
accompanied by a modest rise in third-collar jobs.

Despite high exposure to AI, workforce readiness across Advanced Asia is low. Only a minority 
of workers have engaged in AI upskilling, and many find AI tools intimidating. In Singapore, 
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forward-looking initiatives like SkillsFuture offer robust support for workforce upskilling, 
especially in emerging fields like AI. However, a 2024 government survey revealed that only 
about half of the workforce expressed a willingness to pursue upskilling in AI.61  Across the 
region, affordability, usability challenges, and digital literacy gaps—especially among older 
adults, rural communities, and small businesses—also limit access to AI tools.62 A lack of trust 
in AI systems, and a shortage of contextually relevant, fit-for-purpose solutions to address 
local challenges further delay progress in AI adoption.

Navigating this disruption will require more than adaptation—it demands a rethink of 
how economies prepare, protect, and empower their workforces, and close both digital 
and talent gaps. 

Supply Chain Realignment in Response to  
Trade Fragmentation Drives Labor Market Adaptation

In addition to AI, Advanced Asia’s efforts to move up the value chain, as well as trade 
and tariff uncertainties, are placing added strain on labor markets. Faced with shrinking 
workforces and slowing productivity, some economies have accelerated a pivot toward 
automation and capital- and knowledge-intensive industries. While the transition promises 
to enhance efficiency and higher-value growth, it is also exposing a growing mismatch between 
workforce skills and the need to support a more sophisticated industrial base. 

Labor-intensive roles are relocating to more cost-competitive economies, while AI and 
automation are changing the employability of the domestic workforce, forcing more 
into early retirement. Meanwhile, younger generations, though better educated, face 
narrowing employment prospects, as emerging sectors require fewer workers, even in 
advanced roles. At the same time, demand for specialized, high-end skills is outpacing 
supply, creating talent bottlenecks that threaten competitiveness and long-term growth. 
High-value employment in intellectual property, R&D, and branding remains concentrated 
among the highly educated, further limiting access to opportunity and widening 
socioeconomic divides.

Labor pressures are compounded by rising exposure to supply chain shifts and trade shocks. With 
economies deeply embedded in increasingly complex, multi-country production networks, Asia 
as a region faces heightened vulnerability to both tariffs and other trade barriers, as well as to the 
cascading effects of supply chain disruptions and realignment. A single breakdown—such as in 
manufacturing in a developing country in the region—can ripple upstream, stalling production 
and intensifying economic strain. While exposure varies across economies, GDP and employment 
in these economies are vulnerable to such shocks, particularly given their over-reliance on key 
export markets and limited domestic demand buffer to guard against export losses (figure 3). 



11 Asia Business Council

Figure 3: Labor Market Exposure to Global Trade Shocks and to U.S. Tariffs 
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Taiwan and Singapore lead in export-dependent employment (30–35% of jobs), with 
Singapore’s re-export model susceptible to external shocks. Hong Kong also heavily relies 
on re-exports, but faces relatively lower economic vulnerability due to the limited domestic 
value-added in these activities. China and South Korea face mounting pressure (20–30% 
export job share), though China’s internal demand offers partial insulation. Japan, by 
contrast, is more buffered by diverse trade ties and robust domestic consumption.63 

New U.S. tariffs are amplifying labor market stress, adding to the disruptions already caused 
by AI and automation, and shifting supply chains. The fallout isn’t entirely negative—with 
economies like the EU and Canada looking to strengthen ties with the region.64,65 Yet, 
Advanced Asia faces direct competitive pressure from these tariffs.66 According to the 
International Labor Organization (ILO), nearly 15 million manufacturing jobs in East Asia 
and another 11 million non-manufacturing jobs are tied to final demand from the U.S.67 
Even where bilateral deals exist, the resulting relief often fails to fully offset the trade 
distortions and reduced access to the U.S. market. Japan’s auto sector, despite a recent deal, 
is still subject to a 15% U.S. tariff—up from 2.5% prior to tariff threats in April 2025 —with 
1.4–1.7 million jobs and up to 5% of manufacturing value-added linked to U.S. exports.68,69 
The U.S.’s revised trade deal with South Korea imposes a 15% tariff on South Korean autos, 
which replaces the zero-tariff benefit under the United States–Korea Free Trade Agreement, 
impacting auto margins and exports and straining a sector that drives 7% of South Korean 
jobs and value-added.70,71 Despite the 90-day tariff truce, renewed in August 2025, China 
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remains exposed to elevated tariffs on steel, autos, and electronics. Strategic sectors such as 
semiconductors and pharmaceuticals have received only partial relief, while baseline tariffs 
and export controls continue to apply. 72 As the source of nearly 30% of global manufacturing 
value-added, China faces rising indirect risks from contracting trade.73 Taiwan, which is 
highly trade-dependent, faces targeted tariffs on lower-margin industries, with limited 
relief despite ongoing negotiations. Its high-tech exports, especially semiconductors, 
remain critical to U.S. supply chains but are not fully shielded from future tariff risk.

More broadly, U.S. tariffs, trade restrictions, and Western policies in pursuit of strategic 
autonomy and economic security are straining Advanced Asia’s export-driven growth model 
that has depended on the West for decades.74,75 The pressure is intensified by Advanced Asia’s 
growing reliance on tradable services, now the largest contributor to real economic output 
within GDP, which are increasingly exposed to protectionist measures such as tighter de 
minimis thresholds and data localization rules.76,77 At the same time, the region’s expansion 
into strategic sectors such as advanced technologies, clean energy, and critical raw materials 
has placed it at the center of escalating geopolitical tensions. The International Monetary 
Fund (IMF) warns trade fragmentation could shave up to 7% off global output, as tariffs and 
disrupted supply chains drive inflation, slow growth, and erode productivity.78 

Together, these shifts underscore the urgency for Advanced Asia to reduce its reliance on 
existing export-oriented sectors that are targeted by protectionist measures in large export 
markets, open up new trade corridors, and deepen domestic markets as core drivers of 
growth and employment.
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Breaking the Cycle and Rethinking Growth 

Advanced Asia’s efforts to address the structural challenges outlined above have often 
lacked the scale and coherence of purpose needed to fully reflect their complexity—or to 
unlock new sources of skilled labor, productivity, and long-term prosperity. 

Despite generous pro-natalist incentives, fertility rates remain stagnant. South Korea, for 
instance, allocates billions annually to support parental leave, childcare subsidies, and 
direct cash payments for newborns—yet its fertility rate remains the lowest in the world.79 
Entrepreneurship, while a driver of innovation and job creation, cannot scale sufficiently 
to offset labor shortages or guarantee inclusive employment. Much of the work remains 
gig-based and unevenly distributed, particularly among older workers. Meanwhile, 
workforce transformation efforts tend to overemphasize technical skills vulnerable to rapid 
obsolescence, such as coding, despite nearly half of these core jobs expected to change 
within five years.80 Other proposals face practical constraints: Universal Basic Income, 
though promising in terms of streamlining welfare and enhancing financial security, 
raises fiscal concerns in aging, debt-laden societies, and may inadvertently discourage 
labor participation. Similarly, appeals to altruism, while valuable for social cohesion, 
cannot replace robust institutional frameworks capable of managing demographic and 
technological disruption.

To preempt stagnation,  Advanced Asia requires a more integrated approach—one that 
aligns industrial transformation with labor market redesign, adaptive education, AI with 
social impact, and fiscal resilience. Crucially, this approach must embrace technology not 
merely as a disruptive force to be managed, but as a catalyst for innovation, inclusion, and 
long-term growth. This section explores future pathways to unlock such new potential.

From Automation to Systemic Transformation

Addressing aging and productivity decline calls for reimagining production systems and 
enabling new models of value creation. Aging societies present an opportunity to transition 
to high-efficiency, low-labor models by purposefully redesigning workflows, supply 
chains, and service delivery. Governments can steer this transition by targeting innovation 
incentives toward sectors under demographic strain—such as healthcare, logistics, and 
eldercare—and by investing in AI infrastructure, standards, and interoperability. 

Governments must cultivate enabling ecosystems to drive innovation. Taiwan demonstrates 
how innovation can scale through strong collaboration between universities, industry, 
and government. National Taiwan University (NTU) embeds students in frontier research 
via partnerships with local firms, fueling both talent development and technological 
breakthroughs. The TSMC–NTU Research Center drives semiconductor R&D, while 
MediaTek’s work in 6G, AI, and quantum computing has produced over 90 patents and 
trained hundreds of specialists.81 Public–private cooperation also supports startup incubation 
and commercialization.82 Tailored programs like micro-credentials, flexible postgraduate 
programs, and AI-driven learning in areas such as ethics, data science, and cybersecurity 
align closely with evolving industry needs—cementing Taiwan’s leadership in advanced 
technology sectors.
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Redesigning Labor Markets for Inclusive Adaptation

To sustain employment in aging societies, work must be restructured and rewarded differently 
across the lifespan. Japan exemplifies this shift: Its employment rate for those 65+ rose from 
19.4% in 2006 to 25.2% in 2022, underpinned by its Act on Stabilization of Employment 
of Elderly Persons and wage reform.83,84 By 2023, over 80% of firms had adopted retention 
measures, including flexible contracts and wage system reform.85 To ease generational 
tensions, Japan is now phasing out seniority-based pay in favor of productivity-linked 
compensation.86 

Extending working lives requires precise calibration. Flexible schedules, performance-based 
pay, and age-neutral hiring are essential tools, but must be backed by policies to prevent 
age-based wage disparities and maintain participation. South Korea offers a cautionary tale: 
Older workers earn 29% less than younger peers, largely due to the “peak wage” system and 
re-employment programs that funnel retirees into lower-paid, precarious roles, fueling 
criticism and calls for deeper structural reform.87 In response, the Seoul Metropolitan 
Government launched a Digital Literacy Reinforcement Plan, aiming to train  500,000 
seniors by 2026  and support workforce reintegration. The initiative includes learning 
centers and peer-led training that could create new jobs while helping adults aged 55 and 
above re-enter the digital economy.88

Labor protections must also keep pace with a hybrid workforce of full-time, part-time, gig, 
and AI-assisted jobs. Resilience and equity demand portable benefits, stronger job quality 
metrics, and algorithmic accountability — ensuring that automated systems influencing 
hiring and pay are transparent, fair, and free from bias.

Infrastructure is equally critical to maximizing employment: Age-friendly design, digital 
access, and ergonomic workplaces can extend productive engagement, particularly when 
integrated into broader spatial and economic planning. Rural revitalization, linked to digital 
infrastructure and remote work ecosystems, can also enable talent redistribution without 
economic penalty—helping to mitigate rural-urban labor imbalances. In China’s Xi’an, the 
government’s digital countryside policies explicitly target broadband expansion, rural smart 
health, and remote work ecosystems.89

Ultimately, sustaining economic resilience requires policies that promote intergenerational 
collaboration, combat exclusion, and embed lifelong learning. The goal is not to reverse 
demographic decline, but to adopt workplace policies and infrastructure to turn it into a 
driver of innovation and inclusive growth.

Education as an Adaptive, Lifelong Continuum

Besides bridging the gaps in digital literacy and AI fluency, preparing the workforce requires 
cultivating adaptability, enabling continuous upskilling, and aligning workforce development 
with industrial transformation.

Institutions must support lifelong learning and deliver targeted, sector-specific training 
grounded in clear definitions of AI literacy tailored to each field. A layered approach is 
essential—combining universal AI literacy, guided by ethics, with core human skills like 
problem-solving, collaboration, and self-directed learning, alongside sector-specific 
competencies.  

In Advanced Asia, AI is being deployed to transform learning. For instance, in South Korea, 
AI-powered digital textbooks personalize instruction and support teachers with real-time 
analytics, advancing adaptive learning and improving outcomes.90 Generative AI is also 
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reshaping the educational landscape—enabling nimble, industry-aligned institutions that 
can quickly adapt to workforce shifts, close talent gaps, and accelerate innovation. The Hong 
Kong University of Science and Technology (Guangzhou) utilizes AI and simulation-based 
learning in fields such as digital medical imaging to train advanced medical professionals.91 Its 
Robot Intelligence and Learning Laboratory (RIL-LAB) explores AI applications in biomedical 
robotics and autonomous systems.92 

Agentic AI marks another leap, moving beyond passive tools to systems that actively pursue 
human-aligned goals. Unlike generative AI, which reacts to prompts, agentic systems can 
initiate action, adapt in real time, and collaborate with users to solve complex problems—
making them uniquely suited to the demands of a dynamic labor market. At the individual 
level, agentic AI can serve as a lifelong learning companion, curating personalized learning paths, 
mapping existing capabilities into adjacent domains to fill gaps, and simulating job-relevant 
scenarios to build adaptability. In Taiwan, Arthur AI reflects this evolution. The platform 
autonomously supports learners, using behavioral signals and performance data to deliver 
personalized, continuously evolving learning trajectories.93

At the societal level, agentic AI scales capabilities to map workforce strengths and gaps, 
enabling policymakers to drive data-informed, coordinated workforce transformation. In 
Singapore, this potential is being harnessed through initiatives that identify skill gaps, 
recommend tailored training, and integrate older workers into hybrid workflows. This 
proactive, inclusive approach supports national goals for resilience and productivity.94

These examples demonstrate that AI is no longer just a subject to be taught, but a foundational 
tool embedded across learning systems. By enabling scalable, personalized learning and 
aligning education with industry needs, agentic AI can help close persistent talent gaps and 
expand participation in the digital economy. 

Unlocking AI’s Potential for Social Impact

Technology’s potential reaches far beyond productivity and workforce transformation. 
When deployed strategically—with equitable access and thoughtful design—AI can help 
address complex societal challenges and support inclusive development. 

One example is the Asian Development Bank’s “AI and Robotics for Aging Populations” 
initiative. Designed to mitigate productivity losses and help older adults remain economically 
active and resilient, the program focuses on five key areas: health, long-term care, social 
engagement, mobility, and workforce inclusion.95

Agentic AI signals a new frontier, defined by proactive, goal-aligned intelligence. It can 
help societies anticipate, respond to, and recover from systemic shocks such as pandemics, 
climate disruptions, and economic instability, thereby protecting vulnerable populations. 
The true value of AI in advancing social progress lies in its ability to support the development 
of human-led, context-aware solutions. Japan’s MemPal system illustrates this approach: 
This wearable voice-based AI assistant aims to address memory-related challenges such 
as dementia and cognitive decline by helping users navigate daily tasks, while generating 
reports for caregivers and physicians. Co-designed with older adults, MemPal reflects their 
cultural context, privacy needs, and lived experiences—showing how human-centered, 
locally grounded AI can empower aging populations and ease care burdens through 
collaboration.96

To realize AI’s potential for social impact, infrastructure and policy matter. Open platforms 
and interoperable standards for secure data sharing reduce innovation costs and foster 
collaborative problem-solving—including citizen science, where individuals contribute 
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data and insights to collective efforts. Underpinning all of this is trust. Transparency, 
explainability, and accountability must be built in from the start to foster adoption, while 
addressing concerns around bias and misuse.

Fiscal Resilience in the Age of Aging and AI

Enabling systemic transformation across production systems, labor markets, and social 
innovation requires not only bold policy vision but also sustainable fiscal foundations. As 
demographic and technological shifts reshape economies, a fundamental rethinking of how 
public resources are generated and deployed is essential. Fiscal systems must adapt to the 
challenges of aging populations and AI-driven labor changes by going beyond labor-based 
taxation and redirecting spending toward long-term investments in productivity, inclusion, 
and economic resilience.

As digital and capital-intensive industries reshape global value creation, labor and 
physical assets play a diminishing role—making conventional tax bases increasingly 
obsolete. To remain effective, fiscal policy must evolve to capture value generated by 
data-driven and intangible asset–based sectors. The OECD’s two-pillar global tax reform 
offers a forward-looking solution: By aligning taxing rights with digital presence, it 
enables broader, more stable revenue streams.97  

At the same time, the declining effectiveness of fiscal multipliers, especially in high-debt, 
aging economies, makes it critical that every fiscal dollar is deployed strategically.98 Rather 
than short-term stabilization, fiscal outlays should support structural transformation and 
economic renewal. Public pension funds can anchor investments in high-growth sectors, 
such as green technology, health innovation, and digital infrastructure, thereby amplifying 
their impact and directing private capital. Realizing this potential requires clear regulation, 
strong data protection, and interoperable systems. 
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Conclusion

The convergence of aging, fiscal strain, and AI acceleration is fundamentally reshaping 
economic resilience across advanced Asian economies. Export-oriented legacy growth 
models are faltering as labor markets contract, productivity stalls, and global trade and 
supply chains are realigned. 

Resilience now depends on the reorientation of growth strategies toward longevity, 
adaptability, and shared value. This shift requires moving from reactive policymaking to 
anticipatory systems and integrated transformation—redefining productivity to encompass 
social cohesion, fiscal sustainability, and tech-readiness. AI offers promise, but it must be 
deployed inclusively to avoid deepening existing inequalities.

Disruption must be reframed—not as a threat to be managed, but as a catalyst for renewal. 
Future-proofing growth will require coordinated action among stakeholders and across 
borders: joint investment in digital and social infrastructure, deeper collaboration in talent 
development, and expanded dialogue on inclusive innovation. Advanced Asia’s experience 
offers the world both a cautionary example and a testing ground for new models of economic 
longevity and adaptability.

For businesses, the current uncertainties present opportunities to align with reform agendas 
and invest in social infrastructure, adaptive talent, and inclusive AI. Capturing this upside 
will not only require operational agility, but also a grasp of demographic inflection points 
and technology deployment to improve supply chains and service delivery. 

At stake is not just adjustment, but reinvention: a chance to reshape aging societies into 
engines of resilient, equitable development.
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