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Abstract 

We construct a multi-sector overlapping generations (OLG) model in an open economy  

in which population aging can change the industrial structure from both the supply and  

the demand sides of the economy. In particular, we shed light on the impacts of soaring  

public demands for medical and nursing care services for the elderly in Japan. Under the  

soaring public health care spending scenario, the share of health care sector expands to  

almost 2.5 times in 2050 relative to the base year 1985 since those services are not tradable.  

The growing government expenditures have to be covered by rather higher tax rates  

(including social insurance premiums) and severely deteriorated public debt.  
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