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Postponing Retirement Age and Financial Sustainability of Basic
Medical Insurance in China: A Policy Simulation

Feng Jin, Wang Zhen
(School of Economics, Fudan University, Shanghai 200433, China)

Abstract: The design of Basic Medical Insurance (BMI) intensifies the impact of population aging on
financial sustainability, since retirees do not contribute to the system. We use survey data to estimate
life cycle health care expenditure, based on which we employ aggregate data of health care expendi-
ture and population information to calculate the impact of demographic structure on the income and
expenditure of BMI. The main findings are that averagely, before age 50-54, the participant's contribu-
tion exceeds his or her fund expenditure, which makes he or she a net contributor. Once reaching age
55, the participant' fund expenditure on average exceeds his or her contribution. Based on demograph-
ic dynamics, we simulate the outcome of postponing retirement age. The result shows that postponing
the retirement age will potentially reduce the fund deficit by one-third in 2025. Requiring the retirees
to continue to contribute to BMI is a good policy stance.

Key words: population aging; postponing retirement age; financial balance of medical insurance fund
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