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Abstract

Currently, population aging has been an global social problem ,which affects different
aspects of the society including labor market, consumption demand, economic growth,
social security system and urbanization etc. As the The Sxth National Census data
shows,the number of people aged over 65 in China had reached 119 million by the
end of 2010, making up 8.87% of the total population,which was far beyond the
critical point of 7% defined for an aging society. Since China has the largest aging
population in the world, the potential pressure on China’s health care system cannot
be ignored. While China is engaged in promoting health care reform , this paper
intends to further explore the relationship between population aging and the increase
of total health expenditure in China based on the related foreign and demostic
research, in order to provide reliable data and valuable policy recommendations for

the forecast of total healthcare expenditure and formulation of related policies.

Firstly,this paper analyzes the current feature of China’s aging population and total
health expenditure; compares the change trend of two-week prevalence ,visit rates and
hospitalization rates of the aged and non-aged population, which indicates that the
health status of the aging population in China is declining;by analyzing the change
trend of disease composition and incidence of chronic diseases of the aged, we point
out that population aging tends to put large pressure on the growth of the total health

expenditure in China.

Secondly, this paper make an econometric analysis on the relationship between age
and total health expenditure, instead of studying time series model or static panel data
model, we considers GMM based estimation for dynamic panel data model using data
from 31 provinces in China, which could handle multiple endogenous explanatory
variables such as income and the degree of aging. In addition, the differences among
the three major economic regions are futher compared and analyzed. As a result, we

find that on country level and in the eastern region, population aging results in the



growth of total health expenditure, while the situation in the middle and western

region is the opposite.

In the end, according to the results of empirical study and considering the special
condition of China , we provide related policy recommendations on how to deal with

the pressure brought by the aging population to the rising health care costs.

Key Words: Population Aging; Total Health Expenditure; Dynamic Panel Data
Model; GMM
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