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Abstract 
With the continuous development of society, the problem of aging is becoming 
increasingly prominent. The change of population structure will affect the economic 
development of a country. The fiscal and taxation system needs to be adjusted according 
to the change of population structure. In the past few decades, the scale of China's aging 
population has increased rapidly, which has brought heavy pressure to social and 
economic development. Starting from the current situation and causes of China's aging, 
this paper finds that under the background of aging, China's fiscal and taxation system 
has the problems of excessive social security expenditure, tax risk and unsustainable 
finance. In this regard, the corresponding countermeasures and measures should be 
taken to improve the fiscal and tax system and realize the healthy and stable 
development of the economy. 
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1. Introduction 

Aging is an issue of close concern to the international community and one of the most important 
problems facing Chinese society. China's population aging trend is becoming more and more 
serious. According to the report released by the world bank in 2018, China is expected to enter 
a deep aging society in 2027. Unlike developed countries, China is a developing country, which 
faces the problem of aging before getting rich. The mismatch between population structure and 
economic development has brought huge financial revenue and expenditure pressure. In order 
to realize the sustainable development of finance, it is necessary to reform and improve the 
fiscal and tax system to meet the needs of current social development. 

2. Current Situation and Causes of Population Aging in China 

The size of China's elderly population has more than doubled in the past two decades, and the 
proportion of people aged 65 is rising [1]. It is expected that China's elderly population will 
account for one quarter of the world's elderly population by 2050. For a long time in the future, 
China will be in a severely aging Society for a long time. Unlike other countries, China has a large 
population base and the number of elderly people is much higher than that of other countries, 
In addition, affected by the family planning policy in the past, China's family structure showed 
an "inverted pyramid", and the pension burden of young people was more serious [2]. In 
addition, due to the long-term uneven economic development in the past and the long-term 
migration of young people to cities, this has led to the aging of rural population structure. A 
large number of elderly people remain in rural areas. The aging of rural areas is much faster 
than that of cities in terms of scale and growth rate, and the degree of aging varies greatly 
among provinces and cities. Some developed areas have been rewarded by labor migration for 
a long time, The population structure is younger, and some backward provinces are seriously 
aging due to the massive outflow of population. 
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In essence, aging is caused by the decline of birth rate, the delay of life expectancy and the 
reduction of mortality. On the one hand, due to the continuous improvement of China's medical 
technology, the mortality rate has been continuously reduced and the average life expectancy 
has been continuously extended. The extension of average life expectancy has increased the 
aging population and further exacerbated the degree of aging; On the other hand, due to the 
significant rise in the cost of childcare, the cost of childcare in Chinese families accounts for half 
of the family income. The high cost of childcare reduces people's willingness to have children, 
resulting in the decline of China's birth rate. Although the second child birth has been opened, 
people are not willing to have children. These factors have led to changes in China's population 
structure, which has led to the current aging situation in China. 

3. Problems in China's Fiscal and Taxation System under the Background 
of Aging 

3.1. The Scale of Social Security Expenditure has been Expanding 
With the further severity of population aging, the demand for social security expenditure such 
as pension insurance and medical insurance is increasing. According to the data of China's 
National Bureau of statistics, the growth rate of pension insurance expenditure is significantly 
higher than that of GDP. The acceleration of population aging is an important reason for the 
sharp rise of pension insurance fund expenditure. The construction of social pension service 
system and other related old-age security projects have further exacerbated the pressure of 
social security expenditure. China's old-age insurance is a provincial-level overall plan. In some 
provinces with serious aging, the income of old-age insurance is not equal to the expenditure, 
and there is a risk that the pension can not be paid in time, which brings uncertain factors to 
the life of the elderly, and relies too much on basic old-age insurance, and commercial old-age 
insurance fails to play a sufficient role. In addition, with the increase of age, people's demand 
for medical services is increasing, which brings great pressure on medical insurance 
expenditure. The rapid growth of social security expenditure may cause national financial risks 
[3]. 

3.2. Tax Risk Caused by Demographic Change 
Labor supply is an important factor affecting the national tax base. The change of labor scale 
and structure will eventually lead to the change of tax scale and tax system composition. 
Population aging will change a country's population structure and reduce the scale and 
proportion of labor supply. Tax revenue is the most important fiscal revenue in China. With the 
dissipation of China's demographic dividend, the dependency ratio of the elderly population 
continues to rise, and the scale of the retired population continues to expand, which leads to 
the inevitable decline of income tax and other tax revenue, but the fiscal expenditure inevitably 
increases due to the rise of social security expenditure, which requires the state to increase tax 
rate to fill the fiscal gap, Create a country's tax risk. 
In addition, capital accumulation is not only an important driving force to promote economic 
development, but also an important source of a country's tax revenue. According to the life cycle 
theory, the consumption propensity of the elderly is higher than that of the young, but followed 
by a lower savings rate, which means that the funds used for investment will decline 
significantly, which hinders a country's capital accumulation and reduces the country's tax 
revenue. 

3.3. Aging Affects the Sustainable Development of Finance 
Fiscal sustainability is related to the stable development of national society. Population aging 
is one of the important factors affecting fiscal sustainable development. This is because aging 
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will not only affect the national fiscal revenue and expenditure, but also affect a country's 
economic development and debt scale, resulting in unsustainable financial results. 
In addition, aging will further affect the structure of fiscal revenue and expenditure. On the one 
hand, it will affect the stability of national tax revenue by changing the structural proportion of 
tax revenue. On the other hand, it will lead to excessive inclination of fiscal expenditure to social 
security, thus ignoring the construction of other social fields, which is not conducive to the long-
term development of national economy. 

3.4. Insufficient Financial and Tax Policies to Support the Elderly Industry 
In the past, China has supported the elderly industry through tax incentives and financial 
subsidies. However, the relevant policies are lack of unity, which is mainly found in the policies 
and regulations of various provinces and cities, and there is insufficient support for private 
industries, which is more biased towards state-owned industries and lacks a diversified 
industrial system for the elderly. In addition, fiscal and tax policies are more inclined to cities, 
resulting in the backwardness of the development of rural elderly care industry. 

4. Countermeasures and Suggestions on Perfecting China's Fiscal and Tax 
System 

4.1. Improve the Construction of Social Security System 
There are great differences in population structure among provinces and cities in China. The 
net inflow of population in developed provinces is large, and the income and expenditure 
pressure of pension insurance funds is small. However, due to the serious local aging in some 
central and western provinces, pension insurance funds are difficult to sustain. This requires 
us to change the current old-age insurance model, speed up the pace of provincial overall 
planning and realize national overall planning. At present, the proportion of commercial 
endowment insurance products is not mature, so the proportion of commercial endowment 
insurance products in China's total endowment insurance needs to be greatly expanded; In 
addition, there are a large number of state-owned enterprises in China, and a large amount of 
state-owned capital has been allocated to pension funds in the past, which needs to be further 
sustained in the future. 

4.2. Accelerate the Reform of Tax System to Adapt to the Trend of Aging 
At present, the raising of social security funds in China is not standardized and inefficient. By 
changing the mode of administrative charges to taxation, the collection efficiency of social 
security funds can be effectively improved, the mandatory performance of taxation can 
effectively ensure the sustainability of social security fund income, and the use of social security 
funds can be supervised through the mode of separation of revenue and expenditure, So as to 
improve the utilization efficiency of social security fund. 

4.3. Fiscal and Tax Policies Should Focus on Improving Economic Development 
Only when the economy develops can a country's fiscal revenue be guaranteed and the 
economy realizes sustainable development can the finance further realize sustainable 
development. Through financial subsidies to the education industry and science and technology 
industry, cultivate human capital, accelerate financial reform and opening to the outside world, 
promote capital accumulation and transformation, and finally realize national industrial 
upgrading, Promote economic development. 
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4.4. Further Increase the Encouragement of Fiscal and Tax Policies to the 
Elderly Industry 

We should further improve the current fiscal and tax subsidy, tax preference and other fiscal 
and tax systems, realize the unification of relevant systems, ensure the sustainability of policies, 
promote the fairness of fiscal and tax preferential policies, and ensure that both state-owned 
enterprises and private enterprises, whether rural or urban, can equally enjoy the same policy 
preferences through transfer payment and other means, Narrow the gap between urban and 
rural elderly industries. While giving full play to the guidance of the government, we should 
introduce social forces to build the elderly industry, constantly enrich the types of elderly 
industries, so that the elderly can enjoy diversified elderly care services and products. 
Necessary preferential tax policies will be given to some elderly care services and 
manufacturing industries to meet the living needs of the elderly. 

References 

[1] Huang Yi and Tong Xiaoguang (2012). Analysis on the current situation of population aging in China 
Chinese Journal of Gerontology, vol.32, no.21, p. 4853-4855. 

[2] Wang Guangzhou (2019). 70 years of new China: the change of population age structure and the 
development trend of aging China Population Science , no.03, p. 2-15+126. 

[3] Zhu murui and Yan Mingyi (2019). Population aging and fiscal expenditure structure -- SD analysis 
based on China's experience Statistics and Information Forum ,vol.34, no.11, p. 50-58. 

 


