
 

G 
ood health at low cost. Singapore is unique amongst developed 

countries in achieving excellent health outcomes at a low economic 

cost. Part of this success can be attributed to the health care financ-

ing system, which has succeeded in keeping costs low by focusing 

on individual responsibility. Within the public health care subsidy framework, de-

ductibles and co-payment features were incorporated to prevent over-

consumption. However, this low level of spending is supported by a relatively 

young population, which has helped restrain the demand for healthcare.  

The ageing population. Singapore has undergone significant demographic 

changes over the last three decades. As a result of declines in fertility and mor-

tality, the share of resident elderly (>65 years old) has increased almost two-fold 

over the last two decades from 4.9% in 1980 to 7.3% in 2000. Over the next thirty 

years, fuelled by the post-war baby boom cohort and increased longevity, 

population ageing will accelerate. According to recent demographic projec-

tions by the United Nations (UN), the share of aged as a percentage of total 

population is expected to reach 27% by 2030 and 34% by 2050. 
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Our sensitivity analyses showed that even if total 

fertility rates (TFR) were to increase from 1.27 to be-

tween 1.77 and 2.14 over the 40-year projection 

timeframe, GDP growth will not outstrip increases in 

healthcare spending. However, medical inflation 

and the rate of expansion of healthcare services as 

represented by the enrichment factor will have a 

direct impact on public healthcare spending. For 

instance, supply-side decisions by the public health-

care sector regarding the expansion of healthcare 

services such as the addition of new surgical proce-

dures or pharmaceutical products will have signifi-

cant influence on future spending.   
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Figure 1: Government Healthcare Spending 
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Figure 2: Gross Domestic Product (GDP) Projection Method 

End of life considerations – Future work. However, there are 

some limitations due to the simple method employed. Re-

cent health economics literature have raised doubts regard-

ing the common belief that health care spending rises 

steeply with age. Studies have shown that older persons do 

not consume more health care because they are old but 

because they are approaching death. The policy implica-

tions arising from these two scenarios are different. If spend-

ing were to increase with age because of the direct age 

effect, the increase in ageing population will increase health 

spending significantly. However, if spending were to increase 

with age because more people are closer to death, then an 

increased life expectancy will not necessarily increase the 

health cost for society. To establish the validity of these argu-

ments, the above analysis has to be extended.  

Figure 3: Impact of Ageing on Healthcare Expenditure 
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Expenditure drivers: population, medical 

inflation and service enrichment 

Current national spending on healthcare 

stands at 3.9% of Gross Domestic Product 

(GDP), of which 25% is accounted for by 

the government.  A recently completed 

HSOR study investigated the growth in pub-

lic healthcare burden by projecting public 

healthcare spending and GDP as functions 

of their structural determinants within a 

growth accounting framework (Figure 1 & 

Figure 2). This traditional method of project-

ing the impact of an ageing population on 

healthcare involved multiplying the pro-

jected population numbers in the different 

age-sex specific groups by constant utilisa-

tion rates.  

Economic growth drivers: population and productivity 

Fundamentally, economic growth is driven by the rate of growth in 

labour productivity and employment, which are in turn dependent 

on the pool of labour resource available. Singapore’s growth po-

tential may slow down in the future, given the projected decline in 

the labour force resulting from low levels of fertility and the retire-

ment of the baby boomers from the workforce. 

The results of our model suggest that public healthcare expenditure 

as a share of GDP will double by 2030 and increase by almost 

three-fold by 2050 (Figure 3). As the last of post-war baby boomers 

move into the 65 years or older group in 2030, population ageing is 

estimated to account for between 43% and 61% of increase in gov-

ernment healthcare burden between 2005 and 2050. Baseline pro-

jections show that government spending will reach 1.8% in 2025 

and 3.4% of GDP in 2050. This is lower than countries with similar 

share of older persons, and is approximately half of the current Or-

ganisation for Economic Co-operation and Development (OECD) 

average of 6.4%.  


