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Supply- and Demand-side Impacts of Aging on China’s Economic Growth

CAI Fang
(Chinese Academy of Social Sciences, Beijing, China)

Abstract: The facts that demographic transition affects economic growth have been proven by development expe-
riences and well documented in the economics literature. The following economic theories have their relevant explana-
tory power for different phases of demographic transition and economic growth. Poverty trap theory depicts an under-
developed state caused by overpopulation and labor surplus. Demographic dividend theory reveals that specific popula-
tion age structure and abundant labor force can translate into extra growth source. Secular stagnation theory points out
the possibility of economic growth below their potential in the light of stagnating population and aging. Demographic
transition and economic growth in China have followed the general laws, successively experiencing the phases of break-
ing poverty trap and heaping demographic dividend. The fastest aging, the largest size of elderly population and the
trait of growing old before getting rich characterize the challenges facing China’s development. As China’s population
approaches its peak, demographic factors tend to result in a shock to China’s overall demands through population size
effect, age structure effect, and income distribution effect. Tackling the challenges requires reforms and policy coun-
termeasures from the supply- and demand sides, including implementing the dual circulation strategy, incentivizing in-
novation, and strengthening redistribution.
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