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Economics of Aging
Course Description
The population of China is aging rapidly as a result of a demographic transition that has occurred globally. This poses challenges to the Chinese society on how to provide for the elderly. Many social and economic issues associated with population aging are worth careful analysis. These include, but not limited to, the labor supply and retirement behavior of the elderly, the consumption and savings behavior of households, intergenerational transfer of resources, financing pensions, health care costs of the elderly, and long-term care of the elderly, and the role that family or institutions play in all these aspects. CCER has embarked on collecting the China Health and Retirement Longitudinal Study (CHARLS), a data set that enable the study of all these issues. This course will provide an opportunity for graduate students to become familiar with the literature on these issues and to study some of the issues in depth using the CHARLS data.
The course will be conducted as a seminar, with active participation by students. Students will be expected to attend the class regularly, make presentations assigned by the instructor, and write a research paper on a topic related to the course using existing data. 

Prerequisites: Graduate level microeconomics and econometrics.

Grades: The course grade will be determined by quality of the presentations (30%), and quality of the paper (70%).

Class will meet on: 2/23, 3/2, 3/9, 3/16*, 3/23, 3/30, 4/6, 4/13, 4/20, 4/27, 5/4,* 5/11, 5/18, 5/25, 6/1
Tentative schedule:

	Topic
	Date

	1. The Demographic Transition and Role of the State in Social Insurance
	1 class, 2/23

	2. Intergenerational Transfers
	4 classes

	A. Theory
	3/2, 3/9

	B. Intergenerational Transfer in Developed Countries
	3/16*

	C. Developing Countries
	3/23

	3. Living Arrangements and Long Term Care
	3 classes

	   A. Developed countries
	3/30

	   B. Long-term care
	4/6

	   C. Developing countries
	4/13

	4. Labor Force Participation and Retirement
	4 classes

	A. Effects of Social Security
	4/20

	B. Effects of Health
	4/27, 5/4, 5/11

	5. Wealth and Saving
	2 classes

	A. Saving for Retirement
	5/18

	B. Saving and Retirement
	5/25

	6. Health at Old Age – mixed topics
	1 class, 6/1


Reading List

1. The Demographic Transition and Role of the State in Social Insurance (1 class)
Ronald Lee, “The Demographic Transition: Three Centuries of Fundamental Change,” Journal of Economic Perspectives,” Fall 2003, 167-190.

Gary S. Becker; Kevin M. Murphy, “The Family and the State.” Journal of Law and Economics, Vol. 31, No. 1. (Apr., 1988), pp. 1-18.

Martin Feldstein, “Rethinking Social Insurance” American Economic Review (1), March 2005

Diamond, Peter A. “Social Security,” American Economic Review 94 (1), March 2004: 1-24.

2. Intergenerational Transfers (4 classes)
A. Theories of Transfer Behavior (2 classes)

*Becker, Gary S. “A Theory of Social Interactions.” The Journal of Political Economy 82, no. 6 (1974): 1063-1093. http://www.jstor.org/stable/1830662.
*Cox, Donald. “Motives for private income transfers.” The Journal of Political Economy 95, no. 3 (1987): 508-546. http://www.jstor.org/stable/1831976.
*L.Kotlikoff and A. Spivak, “The Family as and Incomplete Annuity Market.” Journal of Political Economy, 1981

*Bernheim, B.Douglas, Andrei Shleifer, and Lawrence H.Summers. “The strategic bequest motive.” The Journal of Political Economy 93(6), no. 12 (1985): 1045-76. http://www.jstor.org/stable/1833175.
?Rosenzweig, Mark R., and Kenneth I. Wolpin. “Intergenerational Support and the Life-Cycle Incomes of Young Men and Their Parents: Human Capital Investments, Coresidence, and Intergenerational Financial Transfers.” Journal of Labor Economics 11, no. 1 (January 1993): 84. http://www.journals.uchicago.edu/doi/abs/10.1086/298318.
Gary Becker and Nigel Tomes, “Child Endowments and the Quantity and Quality of Children,” Journal of Political Economy, 1976, 84(4), part 2, pp. S143-S162

?Kotlikoff, Laurence J. “Intergenerational transfers and savings.” The Journal of Economic Perspectives 2, no. 2 (1988): 41-58. http://www.jstor.org/stable/1942848.
Kotlikoff, Laurence J., and Lawrence H. Summers. “The Role of Intergenerational Transfers in Aggregate Capital Accumulation.” Journal of Political Economy 89, no. 4 (January 1981): 706. http://www.journals.uchicago.edu/doi/abs/10.1086/260999.
?Robert Willis, “A New Approach to the Economic Theory of Fertility Behavior,” in T. W. Schultz, Economics of the Family, or Journal of Political Economy, March-April 1973, S14-S64.
B. Intergenerational Transfer in Developed Countries (1 class)

McGarry, Kathleen, and Robert Schoeni. “Transfer Behavior in the Health and Retirement Study: Measurement and the Redistribution of Resources Within the Family,” Journal of Human Resources 30 (0), Supplement 1995: S184-S226.
Altonji, Joseph G., Fumio Hayashi, and Laurence J. Kotlikoff. “Parental Altruism and Inter Vivos Transfers: Theory and Evidence.” Journal of Political Economy 105, no. 6 (December 1997): 1121-1166. 
?Hurd, Michael D., and James P. Smith. “Anticipated and Actual Bequests,” in David A. Wise (ed.) Themes in the Economics of Aging, Chicago: University of Chicago Press for the NBER, 2001: 357-392. NBER Working Paper No. 7380, 1999

C. Intra Family Allocations in Developing Countries (1 class)

?Yean-Ju Lee, William L. Parish and Robert J. Willis, "Sons, Daughters, and Intergenerational Support in Taiwan." American Journal of Sociology January 1994, pp. 1010-1041.

Lee A. Lillard and Robert J. Willis, “Motives for Intergenerational Transfers: Evidence from Malaysia”.  Demography, Vol. 34, No. 1, February 1997, pp. 115-134

?William L. Parish and Robert J. Willis, “Daughters, Education, and Family Budgets: Taiwan Experiences,” Journal of Human Resources, 28(4), Fall 1993, pages 863-98. 

Kazianga, H. “Motives for household private transfers in Burkina Faso.” Journal of Development Economics 79, no. 1 (February 2006): 73-117. http://linkinghub.elsevier.com/retrieve/pii/S0304387805000751.
Cai, Fang, John Giles, and Xin Meng. 2006. “How Well do Children Insure Parents Against Low Retirement Income? An Analysis Using Survey Data From Urban China.” Journal of Public Economics 90, no. 12 (December): 2229-2255. http://linkinghub.elsevier.com/retrieve/pii/S0047272706000405.
Cheolsung Park, “Risk Pooling between Households and Risk-Coping Measures in Developing Countries: Evidence from Bangadesh,” Economic Development and Cultural Change; Jan 2006; 54, 2
Frankenberg, Elizabeth, and Lee Lillard, Robert J. Willis. “Patterns of intergenerational transfers in Southeast Asia.” Journal of Marriage and 64, no. August (2002): 627-641. http://onlinelibrary.wiley.com/doi/10.1111/j.1741-3737.2002.00627.x/full
3. Living Arrangements and Long Term Care (3 classes)
A. Living Arrangement in Developed Countries

McGarry, Kathleen and Rober F. Schoeni, (2000). Social Security, Economic Growth, and the Rise if Independence of Elderly Widows Unmarried Women in the 20th Century. Demography, Vol. 37, No. 2, 221-36.

Engelhardt, Gary V.; Gruber, Jonathan; Perry, Cynthia D. “Social Security and Elderly Living Arrangements,” NBER Working Paper 8911, 2002.
Costa, Dora L. “Displacing the Family: Union Army Pensions and Elderly Living Arrangements,” Journal of Political Economy, 105 (6), December 1997: 1269-92.
B. Long-Term Care Choices

Stern, Steven, “Estimating Family Long-Term Care Decisions in the Presence of Endogenous Family Characteristics,” Journal of Human Resources 30 (3), Summer 1995: 551-580.
Engers, Maxim and Steven Stern. (2002). “Long-Term Care and Family Bargaining.” International Economic Review, Vol. 43, No. 1, 73-113.

McGarry*, Kathleen, 2003. “Does Caregiving Affect Work? Evidence Based on Prior Labor Force Experience.: Health Care Issues in the United States and Japan, David A. Wise, ed. Chicago: University of Chicago Press. 

C. Developing Countries and China

Zeng, Yi., Wang, Zhenglian. (2003) “Dynamics of Family and Elderly Living Arrangements in China: New Lessons Learned from the 2000 census.” China Review, Vol. 3, No.2, 95-119. 
Camerson, Lisa. (2000). “The Residency Decision of Elderly Indonesians: A Nested Logit Analysis.” Demography, Vol. 37, No. 1, 17-27. 

Meng, Xin., Luo, Chuliang. (2004). “What Determines Living Arrangements of the Elderly in Urban China.” Working Paper. 

Xiaoyan Lei, Meng Tian and Yaohui Zhao (2011), “Living Arrangement of Chinese Elderly: Evidence from CHARLS.” Working paper, 2011
4. Labor Force Participation and Retirement (4 classes)

A. Effect of Social Security on Retirement
Jonathan Gruber and David Wise, “"Social Security Programs and Retirement Around the World", NBER Working Paper 6134, August, 1997

Krueger, Alan B. and Pischke, Jorn-Steffen., “The Effect of Social Security on Labor Supply: A Cohort Analysis of the Notch Generation.” Journal of Labor Economics 10 (4) 1992: 412-37.
Blundell, Richard; Meghir, Costas; Smith, Sarah. “Pension Incentives and the Pattern of Early Retirement,” Economic Journal, March 2002: C153-70.
Jonathan Gruber and David Wise, “An International Perspective on Policies for an Aging Society,” NBER Working Paper 8103, 2001
B. Effect of Health on Retirement
Stern, Steven, 1989, “Measuring the effect of disability on labor force participation”, Journal of Human Resources, 24(3): 361-395. JSTOR
Bound, J. “Self-Reported versus Objective Measures of Health in Retirement Models,” Journal of Human Resources 26, Summer 1991: 106-138.

John Bound, Michael Schoenbaum, Todd R. Stinebrickner, Timothy Waidmann, “The dynamic effects of health on the labor force transitions of older workers,” Labour Economics, 1999 (6): 179-202

Dwyer, Debra Sabatini and Olivia S.Mitchell, “Health Problems as Determinants of Retirement: Are Self-rated Expectation Endogenous?” Journal of Health Economics, 18 (1999), 173-193
Bound, John, Todd Stinebrickner, and Timothy Waidmann. “Health, Economic resources, and the work decisions of older men,” Working paper, University of Michigan, March 2005.
McGarry, Kathleen, “Health and retirement: do changes in health affect retirement expectations?” Journal of Human Resources 39 (3), Summer 2004: 624-48.
Schultz T. Paul and A. Tansel, 1997, “Wage and labor supply effects of illness in Cote d’Ivoire and Ghana”, Journal of Development Economics, 53(2): 251-286. JSTOR

Benjamin Dwayme, Loren Brandt and Jia-zhueng Fan, “Ceaseless Toil? Health and Labor Supply of the elderly in Rural China,” Demography, 2005

Cem Mete; T.Paul Schultz, “Health and Labor Force participation of the elderly in Taiwan,” Working paper, 2002

5. Wealth and Savings (2 classes)

A. Saving for Retirement
Weil, David, “The Savings of the Elderly in Micro and Macro Data,” Quarterly Journal of Economics, 109 (1), February, 1994: 55-81.
Banks, James, Richard Blundell, and Sarah Tanner. “Is There a Retirement Savings Puzzle?” American Economic Review, 88 (4), September 1998: 769-788.
Bernheim, B. Douglas, Jonathan Skinner, and Steven Weinberg. “What Accounts for the

Variation in Retirement Wealth Among U.S. Households? American Economic Review, 91 (4), September 2001: 832-857.
B. Saving and Retirement
Haider, Steven J., and Melvin Stephens Jr. “Is There A Retirement-Consumption Puzzle?

Evidence Using Subjective Retirement Expectations,” NBER Working paper 10257, January 2004.

Hurd, Michael, and Susan Rohwedder. “The Retirement-Consumption Puzzle: Anticipated and Actual Declines in Spending at Retirement,” NBER Working Paper 9586, March 2003.
Palumbo, Michael G. “Uncertain Medical Expenses and Precautionary Saving Near the End of the Life Cycle,” Review of Economic Studies, 66 (2), April 1999: 395-421.
Blau, David M. “Retirement and Consumption in a Life Cycle Model,” Working Paper, UNCCH Department of Economics, March 2005.
6. Health at Old Age – mixed topics (3 classes)
Kevin Murphy and Robert Topel, “The Value of Health and Longevity,” Journal of Political Economy, 2006.
Lleras-Muney, Adriana, “The relationship between education and adult mortality in the United States,” Review of Economic Studies 75, Jan. 2005: 189-221.

Hurd, Michael D., and Kathleen McGarry. “Medical Insurance and the Use of Health Care Services by the Elderly,” Journal of Health Economics 16 (2), April 1997: 129-154.
McArdle, John J., James P. Smith and Robert Willis. 2009. “Cognition and Economic Outcomes in the Health and Retirement Survey,” IZA Discussion Paper, No. 4269.
