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J& R 2 re_hh 100 34.3495 19.5031 10.9150 77.2681
i) 78 AT 1% ri_exgovi 100 31.9451 20.3956 7.2653 71.9367
BN 3 A rgov 100 18.7774 13.0808 3.8804 49.4410
i B A tax 100 14.8539 10.4656 2.0423 39.3240
M2 [7] Lt 38 m2grow 100 3.7792 1.3279 1.5941 8.5748
e [l g return_cap 97 0.0627 0.0366 -0.0000 0.1597
BURFB I i 45 % bisdebt 97 0.3256 0.1127 0.2060 0.6080
il 3% Ml 4 5% ri_manu 65 25.8731 13.3583 5.4663 44.1453
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BT B, 43 M 2 0 Ak 2 75 £ 11 585 O BB S H SR X GDP B F S . @ f R A AR iR S 0 55 T I
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debt_gdp, = B, + B,oldratio, + y'X, + &, + u, (3)

Hr i FRoRB 0 e RIRFN , debt_gdp, Fon i B TESR W BUN 5155 2%, oldratio, 3R i 8 1E
S AEMAE N TR LG, X, R ) 28 i, B A W2 o . — S O T A A R A L A A
T BTN R R S AR Oy — S S W b Dy BURE T BE S A 5 55 K OF I AT S A 4 R E B R R
BEHG 5 oy TP AR e, s B Oy [ ROV, R BEPLIR 22 30 . B8 R IR J7 I, &8 Oy H 5 BUR
5t 55 AU T BHEM AT (2018) Y4531, HAB B R I T H K e it o B T 80dk ol 450k, i H]
314N AT ELIX 2006—2019 4F (Y 4F B2 B8 HE 47 17151, 2006 454 Sy 3 46 I [R] S22 5k T 31 7 BOR 51 55 4K
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x2 ERUTEEM BT ERSENZID
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Abstract: The intensifying population aging and the advent of an era of negative population
growth have posed severe challenges to China’s macroeconomic performance and macroeconomic
policy control. Theoretically, aging will not only reduce the tax revenue of the government but also
increase the government expenditures on pensions and medical care, thus having substantial impacts on
the transmission mechanism of fiscal policies. China’s aging process is accelerating, and the impact of
aging on the economy will gradually emerge. Hence, it is necessary to conduct in-depth research on the
impact of aging on the effectiveness of China’s fiscal expenditure policy.

In recent years, although there have been increasing studies on the impact of aging on the
effectiveness of fiscal policy, there are still several gaps that need to be filled. First, existing literature
mainly focuses on the impact of aging on the effectiveness of fiscal policy in developed economies such
as the United States and Japan, and there is a relative lack of research on China. Second, existing
literature rarely studies the impact of aging on the effectiveness of fiscal policy in different industries or
sectors. This makes the policy recommendations lack specificity. Third, the mechanism through which
aging affects the effectiveness of fiscal policy has not been fully explored in existing literature and
needs to be further investigated.

To fill the gap in existing studies, this paper uses the local projection method to systematically
study the impact of aging on the effectiveness of China’s fiscal expenditure policy. The main findings
are as follows. First, the increase in the aging population reduces the effectiveness of fiscal
expenditure, and its impact is mainly reflected in the investment side rather than the consumption side.
Second, further analysis shows that there are differences in the impact of aging on the effectiveness of
fiscal expenditure policy across different industry investments and different types of sectoral
investments. Third, this paper identifies and confirms the important mechanism through which aging
affects the effectiveness of fiscal expenditure policy—the government debt channel.

Compared with existing studies, the contributions of this paper are three-fold. First, although the
studies on the impact of aging on the effectiveness of fiscal policy have been increasing, there is a lack
of empirical studies on China. This paper fills this gap. Second, this paper analyzes the differences in
the impact of aging on the effectiveness of fiscal expenditure policy in different industries and sectors,
which helps decision-making departments formulate targeted policies. Third, existing empirical
research mainly focuses on quantifying the impact of aging on the effectiveness of fiscal policy,
whereas there is a lack of discussion on the underlying mechanism. This paper enriches the mechanism
analysis through which aging affects the effectiveness of fiscal policy.

Keywords: aging population; effectiveness of fiscal policy; government debt; local projection
method
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