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Population Aging and High—Quality Economic Development: Structure and Growth

from the '"Health Miracle" Perspective
Lin Justin Yifu®, Fu Caihui®, Zhang Haochen® and Zhang Zitong*
(a. Institute of New Structural Economics, Peking University; b. School of Economics, Zhejiang University)

Abstract: Population aging represents a fundamental demographic reality that China must address in its pursuit of modernization.
Understanding its unique attributes is crucial for scientifically assessing the impact of population aging on high—quality economic development
and establishing a positive perspective on aging. This paper documents that China’s population aging is closely related to the "health miracle"
under the socialist system and is associated with the transition from demographic dividend to quality dividend. Based on Chinese provincial
panel data and using a shift—share instrumental variable approach for causal identification, our analysis shows that between 2000 and 2020,
population aging had no significant impact on economic growth. Instead, population aging is associated with improvements in regional human
capital levels and effective labor supply, as well as increases in the proportions of experience—dependent and human—capital-intensive
industries. In addition, better health status among the elderly population helps mitigate adverse effects of aging on economic growth. We
further develop an overlapping generations model that we calibrate to Chinese data and use for counterfactual simulations. This quantitative
analysis demonstrates how improved health, human capital accumulation, and industrial upgrading have offset potential negative impacts of
aging on growth. Notably, the "health miracle"—manifested in extended life expectancy and enhanced labor supply capacity among the elderly
—can significantly amplify the growth contributions of both human capital accumulation and industrial transformation. Our findings highlight
that China's "getting old before getting rich" phenomenon creates new opportunities for economic growth. Policy design should therefore focus
on fully leveraging the new demographic dividends arising from health improvements and human capital enhancement, thereby promoting the
coordinated advancement of both high—quality economic development and high—quality development of elderly care services.
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Summary: Population aging is a fundamental demographic reality in China’s pursuit of modernization and high—
quality development. Unlike many developed economies, China entered an aging society at a relatively low income
level. Yet the phenomenon of "aging before affluence" also reflects a remarkable improvement in public health and
life expectancy. We describe this achievement as a "health miracle", which has reshaped China’s demographic divi-
dend from a quantity—based dividend into a quality—based one.

This paper examines whether population aging has significantly hindered economic growth in China and through
what mechanisms its effects operate. Our empirical analysis utilizes Chinese provincial panel data and adopts a shift—
share instrumental variable strategy. The results show that, during the period 2000-2020, faster population aging did
not have a statistically significant negative effect on provincial economic growth. Moreover, faster—aging regions expe-
rienced more rapid increases in workers’ average age and educational attainment and saw larger increases in the em-
ployment shares of experience—dependent and human—capital-intensive industries. Based on an overlapping genera-
tions model, counterfactual simulations show that the "health miracle" can offset part of the negative growth effect of
fertility decline and amplify the contributions of human capital accumulation and industrial upgrading.
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