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Abstract: This paper analyzes the impact of aging population on pension savings and social security
expenditure using a two-period overlapping generations model. Based on this, we analyze empirically
regional panel data from 2000 to 2008 of China using dynamic GMM model. The results show that;
(1) the effect of per capita household savings lags to the base period savings is large and
significant; the impact of the current elderly population dependency ratio on the average household
savings is negative, the previous period of the elderly population dependency ratio has no significant
effect on household savings. (2) The impact of per capita old-age security spending lags on the
current per capita old-age security payments is large and significant; the dependency ratio of current
elderly population has promote role to the average old-age security spending, but the previous period
of the elderly population dependency ratio suppresses the increasing of per capita old-age security
expenditure.
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