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Summary

B Health care is the single largest budget item
for every provincial government in Canada.

B Per-capita spending on health care is sub-
stantially higher for individuals aged 65 and
older than for younger individuals, and the dis-
parity increases consistently as average age in-
creases beyond 65 years. For example, the per
capita expenditure for the 80-85 age group was
more than twice the mean per-capita expendi-
ture across all age groups in Canada in 2017.

B Canada’s population is projected to age
substantially in the years ahead. Specifically,
while individuals aged 65 and older accounted
for 16.2 percent of the total population in 2018,
they are projected to account for 23.4 percent
of the population in 2040.
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B Assuming no change in the prices of in-
puts to the provision of health care services,
the growth in the number of Canadians aged
65 and older will result in an increase in health
care expenditures of approximately 88 percent
from 2019 to 2040.

B To put this projected increase into perspec-
tive, health care expenditures on individuals
aged 65 and older accounted for 45.7 percent
of total health care expenditures in 2019. Given
the projected aging of the population, individu-
als aged 65 and older will account for fully 71.4
percent of total health care expenditures in
2040 in the absence of policies that improve
the efficiency of health care delivery to this co-
hort of the population.
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Introduction

The COVID-19 crisis, which continues as of this
writing, has wreaked havoc on government
budgets by dramatically increasing government
spending on health and income security-relat-
ed programs, while decreasing anticipated tax
revenues by contributing to a substantial con-
traction in employment and corporate profits.!
While the long-term public health and eco-
nomic consequences of the crisis are highly un-
certain at this time, policy analysts have called
attention to the likely growing financial bur-
den that an aging population would place on
Canada’s health care system, even prior to the
COVID-19 pandemic (Barua, Palacios and Emes,
2017). The COVID crisis might exacerbate the
burden, not only in the short-run but perhaps
in the longer-run as well, as evidence emerges
of potential long-term adverse health conse-
quences from having contracted the virus.?

Health care is the single largest budget item
for every provincial government in Canada.?

! With regard to expenditures on health care, it is
possible that delayed surgeries and other postponed
medical interventions related to COVID-19 might
have actually constrained the growth of health care
expenditures in 2020. Available data do not permit
any conclusions to be drawn on this issue; however,
it seems likely that many postponed tests and pro-
cedures will be brought forward and added to future
government health care expenditures, perhaps as
early as 2021.

2 For a detailed presentation of possible long-
run impacts of the COVID-19 crisis on health care
expenditures in Canada, see Conference Board of
Canada (2020).

3 See Barua, Palacios and Emes (2017) for pre-
COVID 19 data. Provincial and territorial govern-
ment spending on health care accounted for slightly
over 65 percent of total health care expenditures in
Canada in 2019 (Canadian Institute for Health Infor-
mation, 2021b).
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Hence, projections for future health care needs
are important inputs to any assessment of the
future fiscal positions of provincial govern-
ments and, hence, also inputs to appropriate
policy responses. Demographic changes, par-
ticularly changes in the age distribution of the
population, are important influences on the fu-
ture health care needs of the population. While
changes in the levels of immigration along with
changes in the age distribution of future im-
migrants will affect the age distribution of
Canada’s population in future years, current
projections call for a steady aging of Canada’s
population.*

The purpose of this bulletin is to summarize
existing evidence on the linkage between popu-
lation aging and the demand for health care as
measured by health care expenditures.® A re-
lated purpose is to estimate changes in health
care expenditures based on projected changes
in the age distribution of Canada’s population
as well as the total number of individuals aged

4 For example, the Canadian Institute for Health
Information (2017) projects that the number of Ca-
nadians aged 65 and older will increase by approxi-
mately 68 percent between 2017 and 2037, while the
number aged 75 and older will slightly more than
double. Rochon, Stall and Roebuck (2020) note that
while about 17 percent of Canada’s population was
older than 65 in 2019, by 2026, more than 20 percent
of its population will be 65 years and older. These
projected increases vary modestly across provinces
and territories.

> Publicly financed health care expenditures are,

at best, imperfect measures of aggregate demand
for health care services since government health
care budgets do not respond directly to demand for
health care services as evidenced by relatively long
wait times for many types of basic health care ser-
vices in Canada. For recent evidence on wait times
in Canada for medically necessary services, see
Barua and Moir (2019).
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65 and older who are disproportionate users of
the health care system.

While the age distribution of a population ordi-
narily changes relatively slowly, other factors,
such as health care inflation, can change rela-
tively quickly. Hence, long-run projections of
health care expenditures strictly tied to demo-
graphic changes can be rendered moot to the
extent that other determining factors change
substantially in the interim. This is a caution
against adopting a long-run period over which
to evaluate the impact of population aging on
health care expenditures. On the other hand,
because demography changes relatively slowly,
adopting a relatively short period ensures rela-
tively modest observed changes. Hence, while
the choice of any time period is somewhat ar-
bitrary, this bulletin considers the projected
changes in health care expenditures from 2019
to 2030 and 2040, respectively, when the aging
of the youngest Baby Boomers and the oldest of
the Generation X cohorts is projected to have
a relatively large cumulative effect on Canada’s
age distribution.

The bulletin proceeds as follows. The next sec-
tion briefly reviews evidence on how health
status and the demand for health care vary over
the “average” individual’s life span. The bulletin
then presents and discusses demographic fore-
casts for Canada over the next two decades.
The next section combines the demograph-

ic forecasts with estimates of the age-specif-

ic costs of health care to identify changes in
health care expenditures that can be expected
as a result of Canada’s aging population. The
bulletin wraps up with concluding comments.
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Health care expenditures and
demographics

The broad consensus of the relevant literature
identifies a notable pattern between aging and
expenditures on health care. In particular, per-
capita health spending by provincial and ter-
ritorial governments is highest for seniors and
infants (Canadian Institute for Health Informa-
tion, 2021b). The higher expenditure associated
with the one-time event of a birth is obvious.
The increased spending on seniors and the very
elderly, while also obvious, is a bit more com-
plex. Specifically, seniors tend to have more
numerous and more complex health problems
than do younger people; however, the bulk of
health care expenditures for the elderly are
related to procedures in the last year of life
(Brown and Suresh, 2004).° While the distinc-
tion between ongoing health expenditures for
the elderly and end-of-life procedures does not
affect the reporting of health care expenditures
by age group, it does have potentially important
policy implications. In particular, an increased
use of living wills and related health directives
might affect the relationship between aging
and health care expenditures, although these
and related policy issues are beyond the scope
of this essay.

The data reported in table 1 illustrate the rela-
tionship between age and health care spending
in Canada.” Specifically, table 1 reports current

6 Cebril, Rebitzer, Taylor and Votruba (2008), assert
that the care of patients with chronic diseases ac-
counts for 75 percent of annual health care expen-
ditures in the US. Rosella, et. al. (2020) finds that
health care use and spending in the last two years of
life in Ontario are high. The result is attributed to a
trend in hospital-centred care before death.

7 Health care expenditures by provincial and ter-
ritorial governments cover medically necessary
services. Therefore, they exclude expenditures

FRASER RESEARCHBULLETIN 3



Aging and Expenditures on Health Care

Table 1: Actual and Index Values of Health
Care Expenditure by Age Group (2017)

Age Group IndexValue  Expenditure
0-4 39.8 $2,839
5t09 22.7 1,618
10-to 14 234 1,667
15t0 19 28.6 2,043
20to 24 29.1 2,076
25-29 349 2,493
30to 34 384 2,777
35t0 39 37.9 2,702
40to 44 37.3 2,663
45to 49 41.5 2,958
50 to 54 48.4 3,455
55to0 59 574 4,092
60 to 64 70.3 5,013
65 to 69 93.3 6,656
70to 74 118.7 8,467
75t0 79 158.7 11,324
80 to 84 220 15,693
85t0 89 3194 22,783
90+ 422.7 30,152

Source: Author's calculations from data in Canadian Insti-
tute for Health Information (2021a).

dollar expenditures per capita on health care by
provincial and territorial governments, as well
as index values for per-capita current dollar
expenditures on health care by provincial and
territorial governments by age group in 2017.

related to dental care, outpatient pharmaceuticals,
optometry, and elective plastic surgery, among other
health-related activities. For several of these services
currently not covered by government health insur-
ance, especially expenditures on outpatient pharma-
ceuticals and optometry, expenditures per capita can
be expected to be higher for older people.
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The index values were created by dividing the
per-capita current dollar expenditures report-
ed for each age group by the unweighted mean
value of the per-capita current dollar expendi-
tures across all age groups.® Since the main fo-
cus of the next section is on projected chang-
es in health care expenditures associated with
projected changes in demography, converting
per-capita dollar values for different age groups
into index values allows for easier and more ob-
vious projections of total expected changes in
health care expenditures.

There are several caveats regarding the infor-
mation presented in table 1. First, 2017 was the
latest year for which data on per-capita health
care expenditures was available. It is certainly
possible; indeed, it is likely, that per-capita ex-
penditures by age group have been affected
by the COVID-19 pandemic. In particular, the
disproportionate hospitalization rates of older
people during the pandemic suggest that health
expenditure index values for older cohorts of
Canadians would be higher using 2020 data,
while the index values for younger cohorts
would be correspondingly lower. Whether and
to what extent pandemic-specific changes in
per-capita expenditures on health care persist
into future years is a matter of speculation at
the time of writing. Since data for 2017 was the
latest available, we are obliged to assume that
the relative distribution of health care expen-

8 We calculated the unweighted (by total popula-
tion) mean per-capita expenditure across all age
groups reported in table 1in 2017 to be $7,134.
Hence, $7,134 is effectively the base for calculat-

ing the index value for each age group. The Cana-
dian Institute for Health Information (CIHI) (2021a)
reports provincial /territorial government health
expenditures per capita in Canada as $4,360 in 2017.
The latter is effectively the weighted (by population)
estimate of per-capita provincial /territorial govern-
ment health expenditures in table 1.
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ditures across age groups will revert to the pre-
pandemic distribution in the relatively near term
for purposes of projecting changes in health
care expenditures over the next 10 to 20 years.

A second caveat is the assumption that the rel-
ative distribution of per-capita health care ex-
penditures across the various age groups for
2017 is representative of longer-run patterns
and not a single year anomaly.® For example,
factors such as health care inflation rates and
innovations in medical technologies might have
different effects on per-capita expenditures
for specific age groups. Such possible changes
going forward are also matters of speculation.
While it is possible that specific future innova-
tions such as the substitution of home-based
hospice care in place of institutional hospice
care might reduce per-capita expenditures for
the elderly relative to younger age cohorts, new
and relatively expensive personalized cancer
therapies, if approved for use in Canada, might
have the opposite effect. It must therefore be
acknowledged that the analysis in the next sec-
tion relies heavily upon the assumption that the
calculated index values reported in table 1 are
likely to be relatively accurate projections of
values in 2030 and 2040.'°

9 1t is reassuring in this regard that the share of
public health care dollars spent on Canadian se-
niors did not change significantly from 2000 to
2013. Specifically, the share increased by 1.4 percent,
while the percentage of seniors in the population
increased by 2.2 percent. See Canadian Institute for
Health Information (2015).

10 By using index values rather than dollar values
to identify differences in health care expenditures
across age groups, we avoid the need to make as-
sumptions about future inflation rates for health
care, as well as other factors that affect all age
groups more or less equivalently.
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A third caveat is that table 1 combines the
group of children under age 1 with the 1- to
4-year age group, since the demographic data
discussed in the next section combines those
two groups into a single age group. In fact, the
index value for the group under the age of 1
(i.e., newborns) is almost seven times the in-
dex value for the 1 to 4 age group. Hence, it was
advisable to create a population-weighted (as
opposed to an unweighted) average per-capita
expenditure index value for the two groups us-
ing births in 2019 as the estimate for the total
population of newborns and the actual report-
ed number of 1- to 4-year-olds in 2019."

The data reported in table 1 reinforce other
findings and, indeed, the conventional wisdom,
that per-capita health care expenditures are
substantially larger for the over-65 age groups,
especially for the most elderly."? For example,
the per-capita expenditure for the group aged
80 to 85 is over twice the mean per-capita ex-
penditure across all age groups, while the per-
capita expenditure on the group aged 90 and
older is more than four times the mean per-

I By way of anticipation, we use 2019 demographic
data in this section since it was the latest available
on Canada’s age distribution at the time of writing
this bulletin. Again, the implicit assumption is that
the distribution of per-capita health care expendi-
tures across age groups in 2017 is a relatively accu-
rate representation of the (unavailable) distribution
for 2019 and later years.

12 There is a fairly substantial literature on popula-
tion demographics and health care expenditures.
Barua, Palacios and Emes (2017) underscore that
proximity to death, as opposed to age per se, strong-
ly affects health care expenditures. However, given
much higher mortality rates for the elderly than
their younger counterparts, this distinction might
not matter much for purposes of projecting health
care expenditures as a function of changing demo-
graphics.
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capita expenditure. Hence, any substantial
changes in health care expenditures that are
purely a function of an aging population will
largely reflect changes in the proportion and
number of the very elderly population.

Projected changes in demographics

While demography is a slowing changing phe-
nomenon, it seemed advisable to use the latest
actual year available for Canada’s age distribu-
tion (2019) to compare to projections of Can-
ada’s age distribution for 2030 and 2040. This
invites a risk that the health care expenditure
index values reported in table 1 changed be-
tween 2017 and 2019. However, given the domi-
nant influence exerted by expenditures on the
most elderly, it is unlikely that using health ex-
penditure date for 2019, were those data avail-
able, would lead to substantively different find-
ings regarding the impact of aging on future
health care expenditures in Canada.

Table 2 reports the ratio of the population of
various age groups to Canada’s total population
in 2019, as well as the ratios of expected popu-
lations of the individual age groups to Canada’s
expected total population in 2030 and 2040.
The data reinforce expectations that Cana-
da’s population is likely to age over the next

20 years. In particular, people 65 and older ac-
counted for 16.2 percent of Canada’s total pop-
ulation in 2019. They are projected to account
for 22.3 percent of Canada’s population in 2030
and 23.4 percent in 2040. The largest relative
expected declines are for the 55-69 and 50-

64 age groups. The former groups accounted
for 7.3 percent and 6.7 percent, respectively, of

3 The source of actual and projected populations

is Statistics Canada, Table 17-10-0005-01: Population
Estimates as on July 1*, by Age and Sex. The data cor-
respond to the M1 projection scenario.
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Table 2: Share of Population by Age
Group

Age Group 2019 2030 2040
0-4 0.051 0.049 0.049
5to9 0.054 0.051 0.05
10to 14 0.055 0.052 0.051
15to 19 0.056 0.058 0.056
20to 24 0.066 0.064 0.062
2510 29 0.07 0.061 0.063
30to 34 0.069 0.065 0.064
35t0 39 0.069 0.069 0.063
40 to 44 0.064 0.068 0.065
45 to 49 0.064 0.066 0.067
50to 54 0.067 0.06 0.065
55t0 59 0.073 0.057 0.061
60 to 64 0.067 0.057 0.055
65 to 69 0.056 0.063 0.051
70to 74 0.045 0.056 0.05
75t0 79 0.031 0.045 0.051
80 to 84 0.021 0.033 0.042
85t0 89 0.014 0.018 0.027
90+ 0.009 0.008 0.013

Source: Author's calculations from data in Statistics
Canada, Table 17-10-0057-01.

Canada’s total population in 2019. Their expect-
ed shares are 6.0 percent and 5.7 percent, re-
spectively, in 2030 and 6.1 percent and 5.5 per-
cent, respectively in 2040.

An important caveat to note with regard to ta-
ble 2 is that the population forecasts are for
both males and females combined. To the ex-
tent that the gender mix changes over time,
and to the extent that health care expenditures
per capita vary by gender within age groups,

a failure to adjust for changes in gender mix
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within age groups implies that resulting pro-
jections of health care expenditures tied solely
to changing age distributions will not, strict-
ly speaking, reflect only the effect of aging on
health care expenditures.

We examined the potential relevance of this ca-
veat by comparing the share of males (by age
group) in the actual population of 2019, as well
as the projected share of males (by age group)
in the forecast total populations of 2030 and
2040. While there are modest changes in the
shares across the three years, the estimated
correlation coefficients between the propor-
tion of males by age group in the 2019 popula-
tion and the shares in the projected 2030 and
2040 populations are both above .98, respec-
tively. Hence, a changing gender mix is unlike-
ly to be a significant factor affecting projected
changes in health care expenditures associated
with an aging population.

Another caveat with respect to table 2 data is
related to the COVID-19 pandemic. Specifi-
cally, the tragic death toll from the pandemic
has been disproportionately large for the el-
derly, especially those in long-term care facili-
ties and nursing homes. Unless the pattern of
mortality from the pandemic changes in the
future, the likely outcome is that there will be
fewer individuals who are currently in their 70s
and 80s surviving into their 80s and 90s. The
inference one can draw is that the population
projections for the elderly reported in table 2
for 2030 and 2040 are likely to prove overes-
timates. On the other hand, it is possible that
advances in health care over the next two de-
cades, and hopefully an end to the pandemic in
the near future, will extend the healthy lifes-
pans of those currently in late middle-age, so
that greater percentages of those cohorts will
survive to advanced old age.
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Projected changes in health care
expenditures

Health care expenditures in 2019, 2030, and
2040 are estimated by multiplying the health
expenditure index values for 2017 for each age
group reported in table 1 by the share of total
population for each age group in each of the
three years, and then adding the product terms
across all of the age groups. The summation
provides an estimate of health care expendi-
tures expressed in index number form for each
of the sample years. This procedure identifies
expected changes in health care expenditures
associated with changes in the shares of the in-
dividual age groups. In effect, it identifies the
expected change in health care expenditures
associated with an increase in the average age
of the population. We shall also identify the ex-
pected change in health care expenditures as-
sociated with a growing number of individuals
aged 65 and older.

There are several important assumptions un-
derlying the index number procedure. One is
that the procedure assumes no inflation in the
cost of health care over the sample period. In
effect, it holds prices for health care inputs
constant at their 2017 values. This is obviously
an unrealistic assumption. However, since the
focus of the essay is strictly on the relationship
between aging and health care expenditures,
we want to hold constant other factors influ-
encing future health care expenditures besides
demography. Moreover, given the focus of the
essay, the relevance of changes in the quality-
adjusted prices of health care inputs is opera-
tive only to the extent that health care inflation
rates differ across age groups. It is certainly
possible that health care inflation in the future
will vary across age groups, but whether and to
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what extent it would bias our projections is un-
clear.™

A second assumption is that the policy environ-
ment in which Canada’s health care system op-
erates will not fundamentally change over the
sample period. Again, the relevance of this as-
sumption applies to the relationship between
demographics and health care spending. In
this regard, the mortality rate associated with
COVID-19 has been disproportionately high in
nursing and retirement homes. This develop-
ment might lead to substantial changes in how
long-term care is provided to the elderly, in-
cluding changes in how such care is paid for. It
is certainly possible, therefore, that significant
changes in the share of health care expendi-
tures accounted for by the elderly may result.

In short, the health care expenditure projec-
tions discussed below are driven entirely by
expected changes in Canada’s age distribution.
The latter is arguably the least malleable de-
terminant of future health care expenditures.
Hence, the projections underscore the relevance
of other public policy initiatives to mitigate in-
creases in this major current and (likely) future
source of provincial government spending.’®

4 For a discussion of the linkage between health
care inflation and new technologies, see Weisbrod
(1991). Rochon, Stall, and Roebuck (2020) argue that
there is a looming shortage of geriatricians, which
might imply that prices of health care practitioners
with particular skills to serve elderly patients might
increase at above-average rates.

5 The Conference Board of Canada (2020) antici-
pates that almost half of the increases it projects
in health care expenditures out to 2030 will reflect
inflation affecting the health care sector. About 18
percent will be due to population growth and 19
percent due to population aging.
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Table 3: Share of Population x
Expenditure Index

Age Group 2019 2030 2040
0-4 2.03 1.95 1.95
5t09 1.23 1.16 1.14
10to 14 1.29 1.22 1.19
15to 19 1.6 1.66 1.6
20to 24 1.92 1.86 1.8
2510 29 244 2.13 2.2
30to 34 2.68 2.53 2.49
35t0 39 2.62 2.62 2.39
40 to 44 2.39 2.54 243
45 to 49 2.66 2.74 2.78
50 to 54 3.24 29 3.15
55to0 59 4.19 3.27 35
60 to 64 4.74 4.03 3.89
65 to 69 5.22 5.88 476
70to 74 5.34 6.65 5.94
75t079 492 7.14 8.09
80 to 84 4.62 7.26 9.24
8510 89 4.47 5.75 8.62
90+ 3.8 3.38 5.49

Source: Author's calculations from data in Statistics
Canada, Table 17-10-0057-01.

Table 3 reports the product terms for the share
of the population accounted for by each age
group multiplied by the calculated health care
expenditure index for each age group for 2019,
2030, and 2040, respectively, along with the
sum of the calculated product terms. The main
observation is that the index of health care ex-
penditures is projected to increase by 8.6 per-
cent between 2019 and 2030 and by 18.3 per-
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cent between 2019 and 2040.® The primary and
unsurprising explanation for these findings is
the growing share of the population 65 years
and older post-2019.

The Canadian Institute for Health Information
(2021b) estimates that government spending

on health care (all levels) in 2019 was approxi-
mately $185 billion. Using 2017 per-capita health
care expenditures, the growing average age of
Canada’s population suggests that government
spending on health care will increase to ap-
proximately $201 billion by 2030 and to around
$218 billion by 2040.

The preceding estimates to this point reflect
solely the effect of expected increases in the
average age of Canada’s population. The lat-
ter, in turn, primarily reflects a growing share
of people 65 and older in the population. This
share increased from 17.6 percent in 2019, to
22.3 percent in 2030, to 23.4 percent in 2040. It
also reflects the increasing longevity of seniors.
The average age of the 65 and older cohort was
74.6 years in 2019. It is expected to increase to
71.1 years by 2040.

The total impact of a growing and aging senior
population on health care expenditures needs
to also account for the total number of seniors
in different age groups. Table 4 reports the to-
tal number of Canadians aged 65 and older and
the total expected health care expenditures for
that number considering the distribution of se-
niors across the various age groups for indi-

16 It is interesting in this regard that the Canadian
Institute for Health Information (2015) asserts that
population aging, per se, increased health care costs
by 0.9 percent per year between 2000 and 2013.
Over a 20-year period, the cumulative increase
would approximate our estimated 18.4 percent in-
crease.
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Table 4: Total Number 65 + and Total
Health Care Expenditures 65 +

Number ( 000s) Expenditure
($ billions)
2019 6,507 74.81
2030 9.407 110.04
2040 10,746 140.52

Source: Author's calculations.

viduals 65 and older.” Total health care expen-
ditures for individuals aged 65 and older are
projected to increase from $74.61 billion in 2019
to $110.04 billion in 2030 and then to $140.52
billion in 2040. This translates to an increase

in health care expenditures for seniors of 47.5
percent from 2019 to 2030 and an increase of
88.3 percent from 2019 to 2040. These esti-
mates assume that health care expenditures
per capita remain constant at their 2017 values.
Hence, it seems fair to argue that these future
estimates of health care spending on Canadians
65 and older are conservative.

There are various ways to put the expected in-
crease in spending on Canadians aged 65 and
older into perspective. One way is to project
the share of total health care expenditures that
would be spent on Canadians aged 65 and older
given projected changes in their share of the
population using 2017 per-capita expenditures
by age group and comparing those estimates

to the projected expenditures on health care

17 The total projected population of seniors is mul-
tiplied by 2017 expenditures per capita for each age
group to arrive at estimated total expenditures in
each year.
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assuming the age distribution of the popula-
tion did not change post-2019. Projected health
care costs in 2019, 2030, and 2040 assuming no
change in the age distribution of the population
can be obtained by multiplying the projected
population in each sample year by the mean
(weighted by age group) per-capita expenditure
on health care in 2017, i.e., $4,360.

Table 5 reports the ratio of projected total
health care expenditures for those 65 and older
relative to projected total health care expendi-
tures assuming that the age distribution of the
Canadian population and per-capita health care
expenditures for the different age groups do
not change after 2019. The calculated ratios, in
effect, show how the share of health care ex-
penditures accounted for by those aged 65 and
over would increase in 2030 and 2040 com-
pared to 2019 given projected changes in the
number of individuals in that age group com-
pared to a scenario where the age distribution
of the population remained constant between
2019 and 2040.

The projections summarized in table 5 are
striking. Estimated expenditures on Canadi-
ans aged 65 plus in 2019 (i.e., $74.61 billion) ac-
count for 45.7 percent of what the total esti-
mated expenditures on health care would be
for the Canadian population in 2019 assuming
no change in the weighted mean per-capita ex-
penditure on health care (i.e., approximately S
163.31 billion). In 2030, estimated expenditures
on individuals aged 65 and older (S110 billion)
will account for 60.3 percent of total expendi-
tures assuming an unchanged age distribution
( S182.63 billion). In 2040, estimated expendi-
tures on the older cohort ($140.52 billion) will
account for fully 71.4 percent of total expen-
ditures assuming an unchanged age cohort
($196.9 billion).
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Table 5: Projected Share of Total Health
Care Expenditures on Those Aged 65 +
(percent)

2019 2030 2040

45.7 60.3 71.4

Source: Author’s calculations.

A clear implication of the projected scenarios
summarized in table 5 is that a growing num-
ber of older and increasingly elderly Canadians
will take a substantially larger share of the to-
tal health care budget unless governments in-
crease real per-capita health care expenditures
for those below the age of 65 or implement pol-
icies that improve the efficiency of health care
provision to Canada’s oldest residents.'®

Concluding comments

Among the important economic and social con-
sequences of an aging population is the impact
that this demographic phenomenon will have
on health care spending. Increased inflation-
adjusted spending on health care is primarily

a function of a greater share of the population
moving into above-age-65 categories over the
next two decades. While other phenomena, in-
cluding inflation and changes in health care
technology, are likely to be quantitatively more
important determinants of future health care
costs than an aging population, the effect of a
growing senior population is far from trivial.

18 As noted earlier, a substantial share of spending
on the elderly occurs in the last year or two of life. A
shift toward more hospice care in place of hospital
care could mitigate these end-of-life costs.
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Hence, a challenge for policymakers is to iden-
tify and implement new techniques and pro-
cedures that will provide health care services
more economically to seniors without sacrific-
ing efficacy. A related challenge is to prevent or
delay the health problems that are character-
istic of a senior population before younger age
cohorts move into the senior category.
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