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Abstract: Like many developed countries in the world, China currently faces many serious de-
mographic challenges that pose a potential risk to the country’s socio-economic development and
stability. The current demographic development and trend is characterized by a change in the
reproductive behavior of the population, characterized by a decline in birth rates, a change in family
behavior, and a shift in the value system. This paper is aimed at identifying the impact of popula-
tion policy and the degree of its influence on both the economic and social system of the country.
Based on a deterministic approach, the findings reveal and demonstrate the serious demographic
challenges facing China, and we are noting that there is no guarantee that parametric adjustments,
such as shifting the retirement age, will de facto ensure the financial health of the pension system
by preventing bankruptcy. We point out the risks and prospects for the sustainability of China’s
socio-economic development based on an analysis of past and current Chinese demographic policy.

Keywords: China; socio-economic development; demographic development; population policy
support; pension reforms

1. Introduction

The population cannot be considered a static element; on the contrary, it is char-
acterized by strong dynamics of its number, structure, spatial distribution, and other
features [1-3]. At the same time, changes in individual traits are usually chain-linked
and are a characteristic and very important process of each population [4-6]. The actual
dynamics of the population involve a large number of processes, which are differentiated at
different geographical levels and with which there are also special problems [7]. Population
growth is related to ensuring its very physical existence, in many regions especially to
the problem of providing basic living needs [8-11], at the same time to emerging issues
related to sustainability of other societal domains such as climate change, demographic
pressures and global sustainability, food waste, and the need to develop policy strategies
for its optimization [12-14]. At a lower level, issues such as securing the required number
of jobs, increasing national income, shaping the social structure, etc., come up with popula-
tion dynamics. From a demographic point of view, China is currently facing two trends
in the context of historical development: firstly, life expectancy in China has improved
significantly over the last few decades and moved closer to developed countries [7,15,16],
and secondly, China’s fertility rate has changed even more dramatically [17-19]. China
is a country with a working population that has grown the fastest in the world in recent
decades. It will now turn into a country with a shrinking population the fastest in the
world. Increasing the share of the post-productive population is thus beginning to put
strong pressure on the social and pension system.

The article presents an overview study of the causal links between social, economic,
political, and cultural forces and demographic processes examined through a demographic
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perspective. Our aim is to point out how the complete and immediate homogenization
of reproductive behavior would change in the future, the results of projection, and the
number of demographic events and changes. This paper contributes to research examining
the effects of the implementation of strategic and planning documents and policies, and
this information is considered the basis for development, especially from the point of view
of socioeconomic evaluation resulting from the principle of sustainable development. Our
effort was through qualitative analysis of data of the monitored aspects carried out in the
context of pointing out the links between population and economic growth that refers to
the problems of pension and social security both in China and in comparison with the
situation in Europe. Our research intention is thus mainly focused on the context of the
sustainability of China’s socio-economic development in the area of the pension system
based on an analysis of the consequences of past and current Chinese demographic policy.

2. Literature Review

China has benefited from a period of demographic dividends during the first three
decades of its market economy reform since the late 1970s. The country’s overall depen-
dency ratio continued to decline from 1970 to 2010 [1]. It now appears that the period
of demographic dividends is over. China faces the serious issue of an aging population.
According to forecasts by the UN Population Division, the ratio of young and older de-
pendents to the total population in China will increase to about 50% by the middle of the
century, when the number of working-age adults will be roughly equal to the number of
dependents in the country [2]. The statutory minimum productive age of 16 is legal in
China under the Labor Act [20]; people under the age of 16 are counted as young depen-
dents. People aged 60 and over are counted as older dependents, taking into account the
current average retirement age of around 57 [21] and the likely shift in the retirement age
in the following decades. These two population groups are expected to account for 14.1%
and 34.6% of the total population in 2050 [2], leading to a ratio of 48.7% of young and older
dependents to the total population.

Problems in China’s social security system can be found in two key events: the
disintegration of the state economy, which provided urban workers with an “iron rice
bowl” (employment, housing, health care, and pensions), and the introduction of a one-
child policy in the 1980s, which meant that their parents could no longer rely on a large
family to take care of them in old age [22,23]. In other words, with the development
and liberalization of the economy in the 1980s and 1990s, state and social structures
that supported workers in their old age, poor health and economic hardship gradually
disappeared, leaving a huge vacuum [24].

The impact of the population aging on pension sustainability in China, as well as
understanding the complexity of the pension system and its reform, has been extensively
discussed in the past few decades in the literature. In recent years, the issue of demo-
graphic development in China has been very much discussed in professional discussions
in connection with further economic developments in the country and their impact on the
stability and reform of pensions. The debate on reforming the retirement age is very lively,
which could have a major impact and address the current effects of the global economic
and financial crisis on the Chinese economy. Issues of current population development,
population aging, as well as pensions can be found, for example, in the works [3,21,25-33].

In this context, various problems of pension reform in China have also been identified
and analyzed in various aspects of the pension system, such as its coverage, adequacy,
fairness, and method of financing. However, the institutional feature of the Chinese pension
system, which is highly fragmented and decentralized, and its potential impact on pension
sustainability have not received sufficient attention in the current literature. The issues
of pension provision, the problems and complexity of the pension system, as well as the
reform process have been processed, especially in the last two decades, by a number of
domestic and foreign researchers [34-53]. The availability of officially published data
in the field of demographic development and forecasts, as well as on the management
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and financing of pensions and pensions is relatively limited and very often ambiguous,
as official government statistics very often contradict official data such as UN databases
or statistical data from the environment of independent organizations. For this reason
too, some of the conclusions presented may be the result of the availability of various
baseline data.

The issue of demographic, pension, and pension provision of the society also has an
immediate impact on issues of the current and future position of the Chinese economy
in the global economy. Since the Chinese government began to implement its decision to
reform and open the country in the late 1970s, China has undergone a major transformation
supported by more than three decades of stable and rapid growth. The economy recorded
an average annual growth rate of gross domestic product (GDP) of 9.8% during the first
35 years of the ongoing transition from a command economy to a market economy, even
during the last economic crisis. However, the growth momentum of China has appeared to
be tapering off in recent years in the aftermath of the 2008 global financial crisis. In 1989,
GDP growth averaged 9.4%, reaching its highest level of growth of 15.4% in the first quarter
of 1993. As a result, China has become the world’s second largest economy and largest
trading country [52,53] and has become an increasingly important driver of growth for
many other countries [54,55]. Thus, China’s prospects for future development depend not
only on the benefits of its 1.4 billion people, but also have a major impact on maintaining
regional and global economic prosperity.

However, under the pressure of China’s trade war with the US and long-standing
structural problems such as declining demand abroad, declining foreign investment, and
rising labor costs, recorded annual GDP growth in 2019 was 6.1%, 990,865 bln. CNY, the
slowest growth rate in 30 years. The timing of the epidemic and the looming wave of
unemployment (unofficial estimates of 20%) came in 2020, the year that was meant to end
poverty and double economic growth since 2010. In the first quarter of 2020, year on year
China’s GDP fell by 6.8%, with negative economic performance for the first time in 44 years.
The reason was disrupted supplier—customer relations and declining demand abroad.
The main drivers of the Chinese economy in the first quarter of 2020 year-on-year were
domestic consumption (—19%), exports (—11.4%), and investment in fixed assets (—16.1%).
In 2020, for the first time since 1985, the government did not set an annual GDP target
with reference to unpredictable global economic developments. The development of the
economy can also be affected by the impending geopolitical isolation of the country. China
is beginning to have a tendency to isolate, focusing in particular on the internal market and
strengthening its position in the Association of Southeast Asian Nations (ASEAN) region.
In the first quarter of 2020, ASEAN countries became China’s most important trading
partner (instead of the EU) [56].

At present, we can observe that similar demographic developments and pension
and social security problems are faced by most developed countries in the world. In fact,
all European countries, not recognizing the European Union(EU) countries, have been
facing unfavourable demographic developments in recent years, which have resulted in a
natural demographic decline. This is not the result of the implementation of a managed
population policy, as in the case of China, but the process of natural social development in
the developed countries of the world. Like China, these countries are currently suffering
from the dynamics of post-productive population growth and the subsequent aging of the
population, which requires a reassessment of the current economic, social, and pension
settings of individual economies [7].

3. Materials and Methods

The research methodology was based on critical qualitative content analysis of the
qualitative data and literature from the various data bases and information sources: EB-
SCO Information Services (Elton B. Stephens Company), Google Scholar, Web of Science
(WO0S), Scopus, as well as data from National Bureau of Statistics of China and interna-
tional organizations as the United Nations (UN), The World Bank, The Organisation for
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Economic Co-operation and Development (OECD), etc. This enabled the generation of a
rich discussion of the issues from the perspective of China. The methodological approach
was based on interdisciplinary and multi-paradigm approach, taking into account the
publications from areas of demography (fertility, aging, and urban/rural population) and
economy (pension and social system). Demographic processes and outcomes are seen as
among the best measures to understand human societies and changes. Implemented retro-
spective analysis and identified trends in the field of demographic development represent
exceptional information entering prognostic models. It is not possible to predict the future
without understanding past trends. The analyses of the monitored aspects are carried out
in the context of forecasting the problems of pension and social security both in China and
in comparison with the situation in Europe.

We used a deterministic approach, which defined the set of national population
development within the assumed scenarios. The parameters used in the model were taken
from official sources, such as UN databases and the World Bank. As part of the Fertility
Index analysis, we work with World Bank data, where the initial year is 1965, so for the
period 1965-2018, we use a retrospective approach and for the period 2020-2100 in the area
of Development of the Chinese population prospectus. We used the UN projection from
2019. The results should always be considered as rough estimates. Most importantly, the
period at the end of the first decade of the new millennium is characterized by a very low
level of fertility as a result of the one-child policy and at the same time as a current trend in
the population development of the developed countries. This state is a proper threshold
for the purpose of the simulation. We represent virtual boundaries of convergence and
divergence, so we do not have to use a probabilistic approach with certain confidence
intervals. Several other studies have addressed this task. Our study can be considered as
complementary. Relative simplicity is offset by comprehensibility and pronunciation for
a wider audience, while probabilistic methods sometimes suffer from the complexity of
projection users.

4. Results

An example of a country where population policy has significantly influenced both
the country’s economic and social system for many decades is currently China. Today’s
population policy, aimed at controlling the population of the People’s Republic of China,
affects approximately 1.4 billion Chinese. This policy also includes other restrictions in the
form of national migration and gender policies. Among other things, it has an impact on
other areas of life in the country, including education, health care, and other social spheres.
Its population development from the second half of the 20th century represents a unique
“experiment” in the application of political decisions and tools to the functioning of society
as a whole.

However, the consequences of such a policy can be largely politically distorted by
the decision of political elites to knowingly or unknowingly modify the facts. Such a
case may be conscious misinformation informing about the total Chinese population.
Yi Fuxian [57], for example, concluded in his book Big Country with an Empty Nest
that Chinese population statistics have been based on false and exaggerated data since
2000 and that the actual size of the Chinese population may be 100 million smaller than
what the National Statistical Office states. Yi and colleagues found that UNFPA (United
Nations Population Fund) predictions for the Chinese population were based on markedly
inaccurate data that cause the deviation of tens of millions of people. This may be due
to the fact that both Chinese and UNFPA officials have been for years using to measure
Chinese birth statistics and to predict the future Chinese population trajectory incorrect
total birth rate data varying from 1.6 to 1.8. The fact is that the National Statistical Office
found in both censuses from 2000 and 2010 that the total birth rate was around 1.22, more
precisely 1.18. This adjustment means that millions of new-borns are “added” to Chinese
birth statistics every year. As a result, the size of the Chinese population has increased
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by tens of millions. It can be said that China is the only country in the world with such
extremely inaccurate population statistics [57].

China’s population development, especially since the second half of the 20th century,
has been marked by significant differences between the urban and rural environments and
between individual ethnic groups. In the case of China, it is worth noting that this is a
country with a history of several thousand years, a country which has belonged several
times in the history of mankind to the power and cultural centres of the world, as well as
to its declining peripheries, boasting a level of education in recent decades, although it has
faced relatively high illiteracy of its population. It is a country whose population we still do
not know, not only in the Middle Ages but also in modern times. Demographers’ estimates
vary widely and often fail to justify significant fluctuations in the projected development of
the Chinese population. It is certain that from the 18th century to the present, the Chinese
population has increased approximately four times [58] (Razenka, 2007). According to The
World Factbook, approximately 18% of the world’s population currently lives in China
(1.394 billion—]July 2020) [4], whereas according to the United Nations, it is 1.439 billion [5].

The current population development of Chinese society is in addition significantly
influenced by the application of the political principle of the so-called one child policy [59].
The so-called one-child program was introduced in 1979 by Mao Tse-tung. However, it
should be noted that China is not the only country where population policy is implemented.
The one-child policy introduced by government circles is unique in some respects, as it
has not been applied in this form in any other country. Although its aim was to secure the
future of the country’s population, its opponents consider the biggest negative to be that
it violates universally recognized human rights, such as the right to free choice, the right
to human dignity, and the right to personal protection against unauthorized interference
with private life. The first country in the world to decide to address population growth
was India in 1952 with the introduction of a family planning program. India pursued an
antinatal policy during the 1970s in an effort to limit the population explosion but did
not exacerbate it to the form we can see in China. Since the 1990s, the Indian government
has gradually begun to abandon this policy. Another example is Kenya, which opted for
such a program in the late 1960s. Other constraints that should lead to a reduction in the
birth rate in the population are being encountered in countries such as Bangladesh and
Indonesia, where there is a population explosion [10]. By order of the Central Committee
of the Communist Party of China of 25 September 1980, the one child policy regulation
entered into force. The aim of this policy was to raise China’s standard of living as well as
the country’s social and economic development. However, the first attempts to intervene in
the development of the population began almost twenty years earlier, i.e., in the late 1950s.

After the end of the Second World War, China became one of the countries of the
so-called socialist bloc. Since 1949, the Chinese Communist Party, led by leader Mao Tse-
tung, has held a privileged position in the country’s leadership. We consider his opinion
on the criticism of the Minister of Foreign Affairs of the United States of America, Dean
Acheson, to be one of the first opinions on the state of the Chinese population. He publicly
expressed doubts that China would be able to feed its population in the future. Mao
Tse-tung responded by saying that a large population is good for China, because human
life is the most valuable gift, and if there are people in the country led by the Communist
Party, any miracle can happen. We can define this reaction as pronatalistic. Nevertheless,
already during this period, the Chinese leadership was clearly aware of the negative effects
resulting from the extreme population growth. Gradually, they came to the need to manage
this population development in a targeted manner [9].

One of the most important stimuli that forced the government to decide to deliberately
manage the development of the Chinese population was the statistical forecast of Chinese
experts. Dr. Ma Yinchu [60] from the University of Beijing was one of the first to point out a
possible population explosion. In 1957, he published an article entitled “A New Population
Theory,” in which he proposed a reduction in overcrowding and a method of ensuring
appropriate population growth in the country. When the Chinese government came up
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with a “one couple, one child and, in the worst case, two” population policy in the 1970s,
about a million planning professionals went to work and visited the families and talked to
them about the family and distributed contraception for free.

Other studies have predicted, e.g., [61-64], that if the extreme growth of China’s
population is not halted, it will overpopulate at the turn of the millennium. The studies
stated that a standard family with three children would increase China’s population to
1.4 billion in 2000. By the middle of the 21st century, the Chinese population would
have reached the level of 2.92 billion individuals. Another assumption, with a family of
two children, predicted that China’s population would grow to 1.22 billion in 2000 and
increase to 1.54 billion by 2050. During this period, the population would also reach its
maximum. Subsequently, the population would decline and stabilize at 1.47 billion. These
high numbers posed a frightening threat to the government. It therefore decided to take a
swift and uncompromising step in the form of a population policy known as the “one-child
policy”, which was supported by a massive campaign [65].

The first legal measures related to limiting the growth of the population in China can
be traced back to the Marriage Act of 1980 and the Constitution of the People’s Republic of
China, which was adopted in 1998. Although population policy in the People’s Republic of
China was announced in 1979, regular legislation did not occur until 2001, when a legal
regulation known as the Act on Population and Family Planning was adopted (Population
and Family Planning Law of the People’s Republic of China) [15] (p. 297).

The Marriage Act, which entered into force nationwide on 1 January 1981, is a kind of
basic legal regulation that regulated not only the conclusion of a marriage itself, but also
family relationships. Article 6 in II. Chapter of the Act states that the required minimum
age for marriage is 22 years for men and 20 years for women. However, the law itself
recommends that marriages be concluded at a later age and that the couple should wait
with procreation. Couples considering marriage must follow several steps. First of all, they
must register with the marriage registration office. If they do not register, they cannot obtain
the marriage certificate required to be allowed to have a child. Despite this obligation,
customary law marriages are still held in western and less developed areas of China today.
However, these marriages are considered invalid by law. At the same time, children who
come out of such a union are considered illegal and are outlawed [15].

Elements based on the one-child policy can also be found in other laws, e.g., People’s
Republic of China Law for the Protection of Women'’s Rights and Interests, adopted in
1992, or People’s Republic of China Law on Health Care for Pregnant Women and Infants
1994 [66,67]. Under the adopted Law of the People’s Republic of China on health care for
pregnant women and infants, health care in the country should create such conditions as to
ensure the best possible care for mothers and newborns. The law also includes mandatory
premarital examinations, the aim of which is to determine whether individuals are able
to conceive a child, or whether there are any serious diseases in the family that could
affect the offspring [16]. The People’s Republic of China Law on Population and Family
Life was adopted in 2001, 22 years after the official announcement of population policy.
The introductory article of the law states that this regulation was approved in accordance
with the Constitution of the state, as a tool to achieve coordinated development of the
population and at the same time the economy, society, conservation of natural resources,
and the environment. Article II states that family planning becomes an official policy of the
People’s Republic of China and at the same time allows the government and its authorities
to use all available means to control the size of the population [16].

According to many, the official one-child policy runs counter to the international
legal system dealing with the rights of the child, which the Chinese government itself
has committed itself to upholding. In 2006, the People’s Republic of China Law on the
Protection of Minors was adopted [68]. As part of the content of this law, the country is
committed to supervising and protecting children and their personal development. The
law also regulates the responsibility of the family and grants children the right to education,
health care, or judicial protection. However, these rights do not apply to so-called illegal
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children. These are descendants who were born without a “permit”, i.e., outside the
marriage allowed by the authorities.

4.1. Population Policy Support

In order for the top officials of China to achieve a positive effect of official population
policy, they created a system of various campaigns. It was a massive propaganda campaign
that we can encounter several times in the history of the country. An example is the Great
Cultural Revolution, during which government officials tried to instil in the population
the basic idea of a policy that was to lead to its successful application in practice. The
primary goal of promoting the one-child policy was to provide a kind of enlightenment
among the population, which would lead them to adhere to the established policy. This
propaganda was especially challenging in rural areas, where starting a large Chinese family
was common [69].

Even before the official introduction of the one-child policy, the first two campaigns
aimed at population growth in the country were carried out in 1957 and 1962. The campaign
that began in 1957 aimed to recommend the use of contraceptives in order to limit the
number of children born in one family. Today, this government policy can be interpreted as
proof of the need to intervene in population development. Another campaign in 1962 was
focused on introducing new types of contraception. At the same time, it tried to persuade
the people of China to enter into marriage at an older age. Today, we can say that no
campaign had a significant impact on the growth of the state’s population. The biggest
problem was to change the mindset of people who were influenced by the habit of starting
traditional families with a high number of children. The problem of extreme population
growth escalated especially in rural areas, where poor people identified their wealth with
a large number of children. Along with this tendency, sexual issues in these areas of the
country were still a great taboo. Although the campaigns were not successful, there was
still a slight reduction in population growth. This happened during the introduction of
the so-called the “big step forward”, when there was a famine in the country between
1958 and 1960, during which an estimated 20 to 30 million people died. Nevertheless, the
government remained concerned about population growth [9].

The basic tools used by the authorities of the People’s Republic of China to promote
population policy were various posters, slogans, and newspaper, television, and radio
advertisements. We can say that people have been confronted with this policy on a daily
basis at every turn. The groups targeted by this propaganda were the young generation,
married couples, and expectant mothers and fathers. At the time of the introduction of
the policy, China was still a technically underdeveloped country, and therefore the most
effective form of propaganda was slogans and posters that could be placed anywhere. It
was the posters, thanks to their visual elements, that were able to attract people’s attention.
Simple and concise slogans clearly conveyed basic information about state policy. The
great advantage of posters and slogans is that they do not require such significant financial
costs compared to other propaganda tools [16].

A whole complex of “rewards and repressions” was created to support one-child
families. Families with one child have a better chance of solving the housing situation,
better access to health services, and higher contribution to the salary. Women and mothers
are in this case entitled to paid “maternity leave”. The state does not contribute to the
second child at all, and in the case of the birth of a third child, the family must already pay
for the “offense”. Severe sanctions have been imposed in China for violating the one-child
policy regulation. Parents who resist get fired, their houses are destroyed, their tractors are
confiscated, or they are being sent to prison.

The state has been strictly monitoring and regulating population policy since the
1980s, and if a Chinese family decides to have another child without “state permission”, the
state has often ordered such women abortion. In 1983, approximately 10 million induced
abortions were performed there, of which almost 90% were forced. Between 1975 and 1995,
more than 200 million conceived children were killed in China [70] (p. 15).
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Girls were particularly discriminated against in this regard. Chinese society and more
precisely Chinese families have historically and traditionally preferred male descendants. If
even the first child is born as a girl, the parents get permission to give birth to another child.

Chinese families in remote rural areas, where they value sons more than daughters,
have been offered a financial reward by the authorities to stop women who are expecting
a girl from having abortions to help reverse gender imbalances. Under the name Care of
Girls, the authorities have launched a pilot program in which girls are exempt from school
fees, families with daughters have insurance paid by the state until they grow up, and
those who have only one girl can benefit from various benefits in housing, employment,
education, and other privileges. The National Commission on Population and Family
Planning has called for a friendlier environment for girls and for gender imbalances to
be rectified.

In 2005, the Chinese government even began paying annual incentives of about $150
to parents raising daughters. Statistics show that there are only 100 girls per 119 boys
born. In one Chinese province, there is even a village where the ratio of a second-born
child is 100 girls to 250 boys [63]. The result of such a development may be the fact that in
2020 there will be 30—40 million more men than women living in China, which may have
dangerous social consequences for the whole society.

As a result of population policy, more than 90 million children have been growing up
in China since the 1980s who will probably never have a sibling. At present, the fertility of
Chinese women has fallen to one of the last places in the world, despite the fact that more
than 60% of Chinese would like to have two children.

At the end of the 1980s, a two-child model of the family (“from below”) began to be
promoted [11]. At the end of the 1990s in the population of large cities, we can observe
trends in the level of birth and fertility typical of economically and socially developed
countries. Residents of the towns were able to “buy” a permit to have a second child. In
Shanghai, such a fee amounted to approximately €4000, which was three times the average
annual income in the city [71].

Major problems and unrest in connection with the one-child policy took place in 2007
in the south of China in Guangxi Province. The poor and agricultural south has significant
problems in complying with the strict population rules of one child. Farmers thus often
break the law, whether for economic or family reasons. According to available information,
for violations of the Number of Children Act, inspectors levy fines of $65-9000, even
retroactively back to 1980, and require these fees even if the family has paid for the second
child in the past. Families who refuse to pay the fee are often confiscated property and are
detained by the police [72].

Chinese population policy also had its response in the traditional understanding of the
“Chinese family”. The traditional understanding of the family “beginning of marriage and
early childbirth”, “the more sons, the more happiness”, and “men are superior to women”
was gradually replaced by a planned family with a change of view of the family “later
marriage and later childbirth” and “boys and girls are equal”. This principle significantly
affected the status of marriage, when, e.g., the first marriage was concluded in 1998 by
women of reproductive age averaging 23.57 years, while in 1970, it was 20.8 years. In
connection with the introduction of the one-child policy, e.g., increased contraceptive
use among women of childbearing age to 83%, while significantly reducing the average
size of family members from 4.84 members in 1971 to 3.63 members in 1998, significant
population changes that Chinese society has undergone have also responded in the degree
of urbanization of the country (see Table 1).

Table 1. Urban population in the China as a percentage of the total population, 1950 to 2050.

1950 1960 1970 1980 1990 2000 2010 2020 2030 2040 2050

Urban population 118 162 174 194 264 359 492 614 706 764  80.0
Source: UN, 2018 [6].
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4.2. Impacts of Population Policy

In connection with the current population development in the country, implemented
in the spirit of the one-child policy, certain threats arise for China in both the economic and
social spheres. The country is beginning to suffer from the problem of an aging population
and its consequences for society as a whole. The demographic threat is associated with a
rapid increase in the productive and, above all, post-productive population and, on the
other hand, as a result of the one-child population policy, with a significant reduction in
the pre-productive population.

Society will thus change at an alarming rate towards an aging population. Between
2010 and 2050, in China there will be almost 275 million people over 60 years of age. Their
share in the total population will be 31% in 2050, while in 2010 it was 12.3%. The share of
the population older than 80 years will be more than 7%, while in 2010 this share was only
1.4% (see Tables 2 and 3). Graphically, the situation is processed in the Figure 1.

Table 2. Development of the Chinese population (million inhabitants—middle variant).

Age Group 1950 1970 1990 2000 2010 2020 2030 2050 2100

0-14 188.7 334.4 336.5 319.9 255.4 254.9 230.9 198.4 146.8
15-65 341.1 462.2 774.2 882.7 1002.9 1012.1 986.5 838.4 579.9

65+ 24.6 31.0 66.3 87.9 110.5 172.3 247.0 365.6 339.2
Total 554.4 827.6 1176.9 1290.6 1368.8 1439.3 1464.3 1402.4 1065.0

Source: UN, 2019 [5].

Table 3. Development of the Chinese population (percentage—middle variant).

Age Group 1950 1970 1990 2000 2010 2020 2030 2050 2100

0-14 34.0 40.4 28.6 24.8 18.7 17.7 15.8 14.2 13.8
15-65 61.6 55.8 65.8 68.4 73.2 70.3 67.3 59.7 54.3
65+ 44 3.8 5.6 6.8 8.1 12.0 16.9 26.1 31.9

Source: UN, 2019 [5].

Development of the Chinese population
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Figure 1. Development of the Chinese population. Source: authors processing according to UN,
2019 [5].
4.3. Impacts on the Pension and Social System

For decades, there has been a separate pension system in China for civil servants
and other civil servants, such as teachers, who did not have to pay their own pension
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contributions and were entitled to a generous government-subsidized pension upon re-
tirement. However, in January 2015, in its decision on the reform of the state occupational
pension scheme, the Council of State introduced a new pension plan aimed at balancing
the private and public sector schemes. Under the new system, public sector employees
have to contribute to the pension fund themselves. However, the authorities stated that the
basic salaries and pension benefits of civil servants and employees of public institutions
would be increased accordingly to compensate for any financial losses of employees under
the new scheme.

One of the biggest problems with China’s current pension system is the legal retire-
ment age: 60 years old for men and 50 years old for women working in companies, and
55 years old for women officials. These limits were set in the 1950s and are clearly no
longer realistic in a country where life expectancy has improved significantly over the last
few decades and has moved closer to developed countries. There was a 20-year difference
between China and the OECD average in 1960; in 2014, this gap narrowed to less than five
years. China’s average life expectancy is currently about 76 years [17] and about 12 percent
of the population is over 65 years old. The Chinese government has long acknowledged
this problem, and officials have announced various plans to gradually raise the legal retire-
ment age in China. For example, in March 2018, Deputy Minister of Human Resources and
Social Security Tang Tao said that the government’s goal is to increase the retirement age
of women by one year every three years, while the retirement age of men will increase by
one year every six years, so that retirement age for both men and women is 65 until 2045.
However, definitive regulations on raising the retirement age do not yet exist.

China’s shrinking workforce and rapidly aging population have raised concerns about
the future sustainability of the basic urban pension fund. One major report predicts that
total spending will start to exceed contributions in 2028 and that reserves will then decline
exponentially, leading to a full depletion of the fund by 2035.

The number of workers in China contributing to the basic urban pension plan has
almost doubled in the last ten years, but still represents only about 69 percent of the total
urban workforce. In addition, the proportion of pensioners receiving benefits has increased
much faster [7].

By 2050, there will be more retirees in China than people in the United States, and
more than 100 million Chinese will be over eighty years old. The working-age population
in China will start to decline in 2015. This is a direct consequence of the one-child policy
that the country has implemented.

This will have a huge impact on China’s competitiveness, not to mention its ability
to finance social measures. China is currently the third largest economy in the world and
per capita income has increased tenfold since the 1970s, but it is still a developing country.
Unlike other aging countries, these changes are taking place in China at a time when its
population is still poor—more than 100 million Chinese live on less than one dollar a day.
How the government deals with this demographic change will affect the country’s future
prosperity and stability. What are its options? More and more votes are calling for the
abolition of controversial rules on the number of children, which would increase the next
generation of taxpayers on whom the economy depends. However, even that is a problem
in the short term. The problem, of course, is that the children will not be working for
the next few years, so they will be in a much worse situation and the state will have to
spend more.

In recent years, the Chinese government has been working to create a new social
security system based on individual employment contracts, which would be liable rather
than the state for pension contributions, unemployment, health insurance, work-related
injuries, and maternity insurance. In addition, the government has set up a housing fund
to help civil servants who no longer have housing available to buy their own homes.

The new system has been created gradually through a series of specific regulations
and provisions in 1994 labour law and in 2008 labour law, etc. These separate parts were
codified in the form of a comprehensive national framework in the Social Insurance Act
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only in 2011. The basic principles of the Chinese social security system set out in the Social
Insurance Act are the following:

e all workers, including rural migrant workers, should be insured under a social security
scheme;

e  both employers and employees are required to pay contributions (at different rates) to
the pension fund, the unemployment insurance fund, and the health insurance fund,
as well as to the housing provider’s fund. Employers, but not employees, are also
required to contribute to accident and maternity insurance funds;

e individual insurance funds are managed by local governments and grouped into
provincial or municipal funds. Usually it is the local labour, human resources, and
social insurance departments that manage social insurance funds, while the housing
provider fund is managed by the local government’s housing management fund
committee;

e theraised funds must be used only for the intended purpose, namely to provide social
insurance for workers and pensioners;

e pension and health insurance funds consist of combined components from which
benefits can be drawn for each eligible employee and personal accounts for the benefit
of the individual employee concerned [7].

Social security benefits should remain for workers even if they move. However, this
provision has proved very difficult to implement due to the highly localized nature of the
welfare system in China. Acquiring different jurisdictions to share information is fraught
with bureaucratic and technical difficulties, especially for workers coming from rural areas
of China.

The basic framework for the Chinese pension system was established in 1997 on the
basis of a decision of the Council of State to establish a single basic pension system for
workers in enterprises. Employees and employers are obliged to pay contributions to the
pension system. For decades, there has been a separate pension system in China for civil
servants and other civil servants, such as teachers, who did not have to pay their own
pension contributions and were entitled to a generous government-subsidized pension
upon retirement. However, in January 2015, in its decision on the reform of the state
occupational pension scheme, the Council of State introduced a new pension plan aimed
at balancing the private and public sector schemes. Under the new system, public sector
employees have to contribute to the pension fund themselves.

China’s pension system has undergone extensive structural reforms in recent years.
At least in urban areas, the current system has three pillars. The public pillar is divided
between the rolling scheme and the individually funded accounts. The second pillar
consists of voluntary occupational pensions in the form of company pensions, and the
third pillar consists of voluntary private savings.

China’s public pension system includes urban and rural systems. The rural system
has been designed specifically for rural areas and differs significantly from the system in
place in urban areas [73]. Participation in pensions is voluntary and operational matters
are left to local governments. Compared to the urban pension system, benefits are much
less generous, and participation in the rural system is very limited. According to estimates
from 2003, it was attended by 54 million people, which represents 9% of the total rural
population. In 2006, a pilot project was launched in rural Beijing to involve more people. Its
aim is to include the larger rural population of Beijing, which has more than three million
people, in the formal pension system. Following pilot projects in Shanghai and Guangzhou,
the urban pension system was officially launched in 1997 with the announcement of a
revised pension policy. While pensions were provided by state-owned enterprises in the
previous system, the social security system was taken over. The reform was launched at
the provincial level with a view to extending it to the national level [74].

This public pension system consists of pillar 1A, a pay-as-you-go portion, and pillar
1B, a funded portion consisting of individual accounts. Pillar 1A is financed exclusively
by employer contributions of 20% of wages, whereas pillar 1B is financed by employee
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contributions of 8%. The pay-as-you-go portion is intended to provide a replacement
rate of 35% of the employee’s final salary, and the funded portion aims to replace 24%.
Contribution rates were changed in 2006. Until then, pillar 1A was financed by a 17%
employer contribution. Pillar 1B was financed by employee contributions amounting to
3% of their salaries, and by employers, who made an 8% contribution. The urban pension
system has a coverage rate of 50% [75].

In the context of the slowdown in economic growth and a rapidly aging population,
the Chinese government is aware that it needs to figure out how to take care of its older
people. The stakes are extremely high: in a culture that has long placed high bonuses on
age and respect for the elderly—and where the state has recently embraced and upheld
Confucian ideals and values as a means of promoting social harmony and stability—care
for the elderly and social security closely relate to the legitimacy of the state [76].

Chinese pension funds, which in 2017 accounted for almost 70 percent of national
social security collections, are crucial to the country’s social security infrastructure. How-
ever, without generous central government subsidies, Chinese pension funds would get
deep into the red and the deficit would increase from 234 billion yuan (about $35 billion) to
534 billion yuan by 2022. According to a report by the Chinese Academy of Social Sciences,
almost half of China’s provinces have reported operational shortcomings in their basic
pension funds by 2022, compared with six in 2015. Some provinces are more affected than
others. In July 2018, Heilongjiang, a province in the rusty belt of north-eastern China, was
forced to delay the payment of pensions because it was unable to meet last year’s pension
obligations even with state subsidies [7].

A 2018 survey provided by 51 social security information providers in Shebao found
that only 27 percent of companies paid the full amount of their social security contributions.
Mark Frazier, a professor of politics at the New School and an expert on the Chinese
pension system, points out that the highly fragmented nature of the social security system
has enabled and perpetuated tax evasion: Social security collections are coordinated at city
level, so even in a province the country can be very uneven. Who will collect money from
businesses: the local tax office or local ministry of human resources and social security?
Officials have difficulty collecting from larger companies because, in many cases, their
management has outperformed them, making it relatively easy for businesses to negotiate
with local authorities on favourable terms. The complexity of collecting contributions and
the high degree of fragmentation also mean that workers and pensioners face reduced
retirement benefits—and sometimes none at all.

The shackled system is causing great concern to workers and pensioners who are
trying to collect their monthly pensions—especially migrating and temporary workers. The
localized system makes it difficult for many migrating workers to register a city pension.
In 2017, 62 million migrating workers successfully registered as city workers, which is
only about 22 percent of the total number of such Chinese workers. If a migrating worker
cannot successfully enrol in his or her city’s pension scheme, his or her pension will
continue to be paid to their hometown. In the absence of a central process for integrating
pension systems between localities, urban and rural pensions differ significantly: retirees
in Beijing, Shanghai, and Shenzhen collect around 4000 yuan ($596) per month, while their
counterparts in small villages claim only 90 yuan ($13) per month. This means that due to
the high cost of living, many migrants are forced to go to their hometowns after they have
been retired for decades in the cities they helped build.

These issues are more pressing in the context of broader demographic challenges
and labor force trends. By 2050, up to a third of China’s population will be over 60 years
old. Due to declining births, the workforce is shrinking. According to a national survey
conducted by the Ministry of Human Resources and Social Security last year, the ratio of
workers to pensioners has fallen dramatically. In 2011, each pensioner was supported by
3.1 workers (contributors to the fund). By the end of 2017, this ratio had dropped to 2.8 per
one, and the ministry estimates that by 2050 it will be only 1.3 per one. This imbalance will
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widen the pension deficit, causing the provinces to rely even more on central government
subsidies.

The current level of government spending on social services and security is also,
according to Cai et al. [77], unsustainable. According to a recent study published in
the New York Times by sociologists Wang, Shen, and Cai, China’s public spending on
education, health care, and pensions rose from 6.3% of GDP in 2007 to 11.6% of GDP
in 2016—faster than spending on military or domestic security programs. This rate is
projected to double to 23 percent by 2050, equivalent to the share of GDP in all current
government spending.

In an effort to create a more centralized collection system, in July 2018 China approved
an ambitious tax reform plan with great emphasis. At the heart of the reform was a
structural overhaul of the way social insurance contributions are collected from companies:
the consolidation of notoriously fragmented social security. A system and the provision of
larger contributions to society are essential to ending the growing shortage of pensions. In
effect from January 1, 2019, all local governments transferred responsibility for collecting
social security contributions to the tax authorities, which sought to make the system
more efficient and made it more difficult for companies to avoid making the necessary
contributions. However, according to Caixin report, at least 10 provincial-level regions that
have published implementation announcements have not yet begun collecting fees from
companies, presumably in an effort to avoid further financial stress for businesses [78].

China planned to subsidize the shortfall in state pensions caused by mitigation mea-
sures for state employers in 2019 at a time of economic difficulties. The situation may
worsen as the slowdown slows as the aging population pushes on the younger genera-
tion. China’s aging population is increasing the pressure on the state pension deficit and
employers are lagging behind. According to experts, a deeper economic slowdown could
burn a larger hole in the pension stove.

“The cumulative balance in the group was about 5 trillion yuan ($712 billion) at the
end of 2019, and employers’ contributions are expected to fall by 417.4 billion yuan due
to mitigation measures”, Deputy Finance Minister Yu Weiping said. The government will
increase its subsidies so that payments to retirees can be made in full on time.

In 2019, Prime Minister Li Keqiang reduced the employer’s contribution rate to
16 percent from 20 percent to meet the challenges as the economy grew at the slowest
pace in 20 years. According to Renee McGowan of Mercer, the shortage suggests that
the pension system is unsustainable as the aging demographic group deteriorates in the
coming decades: “The government must focus on raising the retirement age,” despite it
being a globally unpopular topic, as “you can’t have a half-life pension system.”

China’s statutory retirement age starts at 50 for women and 60 for men. While the
average life expectancy in China is around 77 years, according to UN statistics, McGowan
said that many Chinese people have lived for over 100 years. China is aging much faster
than other low-and middle-income countries, and the proportion of the population aged
60 and over will increase to 28 percent by 2040 from 12.4 percent in 2010, according to a
report by the World Health Organization [79].

China acknowledged this problem at the end of last year (2019) by outlining a five-
point strategy for managing the aging of the population through a first policy paper issued
jointly by the Communist Party’s Central Committee and the Council of State. Although it
lacks a solution, it plans to solve the dilemma “with Chinese characteristics”.

According to one projection published by the World Economic Forum, China’s pension
deficit could increase to $119 trillion by 2050 from $11 trillion in 2015. According to Wina
Appleton of JPMorgan Asset Management, many Chinese provinces are underfunded in
the pension fund despite state subsidies.

China’s state-of-the-art pay-as-you-go pension model means that most of the younger
generation will be burdened with supporting retirees, said Appleton, Asia-Pacific pension
strategist at JPMAM. The current ratio of five working employees supporting each pen-
sioner could deteriorate to two to one by 2050, she added. According to a Credit Suisse
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report published in January 2020 [80], China’s population of people aged 65 and over will
be ahead of the population aged 10-25 by 2032.

It is true that the Chinese regulators have introduced some reforms in recent years.
Since 2018, the China Securities Regulatory Commission has begun approving investment
funds to support a voluntary individual pension savings scheme. According to Appleton,
about 64 funds have been launched by the end of 2019, allowing individuals to save for
their retirement needs through private schemes that invest in the stock and bond markets
for diversification and higher returns [81].

4.4. Policy Loosening

Since 2007, the first signs anticipating loosening of a one-child policy have been
released in the media. The main impetus was that the Chinese government allowed, due to
the aging population in large cities such as Guangzhou, parents to be granted an exemption
to have a second child. Although this exemption could have been obtained before, it was
not possible to obtain it in very crowded areas. During this period, 35.9% of the Chinese
population was allowed to have only one child, and 52.8% could have had a second child
if the first was a daughter. Only 9.6% of the population had a second child, regardless
of gender. For 1.6% of the population, mainly members of national minorities (mostly
Tibetans), there were no restrictions [82].

On 21 March 2014, the state news agency Xinhua News Agency issued a press release
entitled “Beijing relaxes family planning policy” [83]. According to the report, it was
officially announced that the Chinese government plans to allow couples to have a second
child. The only condition is that at least one of the partners is born as an only child. The
relevant amendment to the law was approved at a meeting of the State Committee of the
Beijing Assembly of People’s Deputies. The primary goal of this strategy was to support
the birth rate in China, thereby seeking to reduce the financial burden of caring for an aging
population. The Beijing government was probably based on data on low birth rates in the
capital region. It is here that the birth rate has been at the level of one birth per woman for
almost 20 years. Birth rates must be maintained at a minimum of 2.1 children per woman
if the population is not to shrink. In addition to Beijing, the release was authorized by local
authorities in other areas of the People’s Republic of China. One-child policy has been
abandoned in Tianjin, Zhejiang, Jiangx, and Anhui Province. The provinces of Guangx,
Hubei, and Jiangs followed after some time. The remaining provinces were to join in the
following period. The Chinese government and the international community anticipated
that easing the one-child policy would increase pressure on medical, maternity, and school
facilities to increase the quality and level of their services. Experts have calculated that
the number of newborns will increase, because approximately two million couples were
projected to apply for a second baby in 2014 due to the loosening of the one-child policy [84].

The 2015 report on the Chinese government’s activities, which was presented at a
meeting of the China National People’s Congress [85], stated that the government will take
care to reduce the impact of family planning. The unanswered question, however, is not
whether official family policy will ease in China, but when it will actually happen. This
step is directly dependent on economic development, which is extremely important for
the Chinese government. It was assumed that the official abolition of the one-child policy
would take place only after the adoption of the new five-year plan, i.e., after 2015.

On 29 October 2015, the Central Committee of the Communist Party abolished the
one-child policy, which lasted almost 40 years [86]. However, some contraceptives still
remain in China, and the “two children” policy is currently in force [87]. It is generally
believed that the birth rate in China will not increase significantly with the end of the
one-child policy [88]. In fact, China may even experience a further decline in fertility in the
foreseeable future until it sees any increase in birth rates. Such a scenario, if it turns out to
be so, indeed follows the “norm” of demographic trends in other East Asian economies,
including Japan, Korea, and, to a lesser extent, Thailand and Vietnam.
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In the 1960s, Chinese women had an average of more than six children. However, this
number decreased drastically in the early 1970s, before the implementation of the famous
one-child policy. At the end of the 1970s, when the one-child policy was adopted, there
was a further decline in fertility levels.

The result of this policy is a drastic reduction in the overall birth rate (fertility index),
as documented in the following Table 4.

Table 4. Development of overall birth rate (fertility index).

1965- 1965- 1970- 1975- 1980~ 1985- 1990~ 1995- 2000- 2005- 2010~ 2015-
1970 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2018
Fle;g};;zy 6.18 6.12 4.64 3.00 2.58 2.53 1.87 1.60 1.60 1.62 1.65 1.68

Source: The World Bank, 2020 [17].

Since 1993, total fertility has been, according the World Bank [17], below the level of
substitution in China. It is worth noting that similar declining trends in fertility have been
observed in many neighboring countries in East Asia, and that these declines may persist
for a relatively long period of time, such as half a century or even longer. These countries
have not pursued a one-child policy; however, their fertility rates also declined as they
began to prosper economically.

In 2016, the Chinese parliament officially approved a proposal to abandon the state
policy of one child. However, it is questionable whether this change will bring a positive
result. The people of China have become accustomed to smaller families. Based on research,
many married couples are no longer interested in a second child for career reasons or cannot
afford it financially [89].

The threat of a low fertility trap forces us to consider the existence of a fertility cliff
in China, specifically the fertility threshold below which all pension systems would be
de facto bankrupt. Theoretically, any pension system can be sustainable by adjusting the
contribution rate, the amount of benefits, the retirement age, or a combination thereof.
However, a pension system should be considered de facto bankrupt if it requires unrealisti-
cally high contribution rates or unfortunately low benefits or an excessively high retirement
age. As a result, the sustainability of China’s pension system can be judged by its ability to
prevent de facto bankruptcy, which depends not only on the system’s internal parameters,
but also on whether such a fertility cliff exists and, if so, where China is now in relation
to it.

President Xi Jinping is partly aware of this negative population development. Despite
strong opposition from within the party, he decided to abolish the one-child policy and
has since significantly weakened the power and position of the National Office for Family
Planning. In 2018, this office ceased to exist. However, according to some authors [85], the
president is still influenced by supporters of negative policies, which is also evident from
the fact that even in 2019, he did not lift all birth restrictions and did not end the harmful
policy of population control for good.

Yi and his colleagues (in the above-mentioned publication Big Country with an Empty
Nest) [44] believe that population decline has already begun or will begin in 2021 at
the latest. Extreme assumptions estimate that China’s population could fall as low as
400 million by 2100, the same value as in 1911, when the Qing Dynasty was overthrown.
By then, half the population will be over 65 years old and China will become insignificant
on the world stage. With such a declining population, China will find by the middle of
the century that it will be impossible to maintain the current large-scale security staff and
stability apparatus, not to mention pension and social security spending. The outdated
population will also significantly limit China’s military capabilities, and it is very unlikely
that the country could be a long-term rival for the USA. Demographic developments in
China to date may mean that the country’s leadership, the Communist Party, will simply
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not be able to reverse the enormous demographic damage it has done to the Chinese nation
over the past four decades [90].

5. Discussion

Whilst scholars in many disciplines have studied the impacts of the one-child policy
extensively, empirical research on the consequences of the policy beyond family formation,
for example its impact on children’s everyday lives, and the contradictory effects of the one-
child policy on family life has been limited. China’s one-child policy was a phenomenon
specific to a certain historical period, conditioned by Chinese sociocultural contexts, and
it has caused, inter alia, gender inequality issues. Moving forward, it is important to
consider how the new two-child policy, currently in effect, will intersect with the on-going
impacts of its predecessor. In fact, fertility rates have reached very low levels in China.
Actually, China may face the problem of a low fertility trap, where the prevailing low
fertility level causes a further decline in fertility. With such a threat of a low fertility trap,
the Chinese government began to ease birth control in 2013 by allowing couples to have a
second child if one of the parents was a single child [18]. However, few have decided to
do so; it was estimated that only 7% of eligible couples applied for permission to have a
second child [19]. It is necessary to realize that there is no obvious reason to believe that
China, when it enters the so-called low-fertility trap, can easily and timely escape once the
government releases birth control. Two years after the abolition of the one-child policy,
the birth rate in China in 2018 reached 10.94 per 1000 populations, the lowest level since
1949 [56].

Based on the findings, the authors confirm the fact that demographic processes and
results are considered to be the best measures to understand human societies and changes.
It is essential to study social phenomena and, using a demographic perspective, to examine
the links between social, economic, political, and cultural forces and demographic processes.
There is namely a demographic asymmetric impact on the financial health of the pension
system, as even a very optimistic fertility assumption cannot significantly improve the
future old-age dependency ratio profile, while persistently low fertility levels can lead to
very high levels of future old-age dependency and thus create great financial pressure on
the pension system. According to Tao and Li [47], China has reacted and discontinued the
special pension plan for civil servants and integrated this privileged welfare class into the
urban old-age pension insurance program, in the latest reform.

With the introduction of the “Ordinance establishing a unified basic pension insurance
system for urban and rural residents” adopted in 2014, the Chinese government has
realized the political will of a universal coverage pension arrangement. Through this
pension plan, China is trying to merge the two pension schemes in urban and rural areas
into a universal one based on a non-contributory social pension and a personal pension
heavily subsidized by governments at different administrative levels. Nearly 498 million
people were covered by this pension plan by the end of 2013. Through the creation of the
universal pension scheme, theoretically, each Chinese citizen is entitled to participate in the
pension arrangement [47]. With these steps, China has achieved a degree of universalism
and integration of its pension arrangement unprecedented in the non-Western world.

6. Conclusions

Currently, the importance of demographic processes for the development of society is
growing, which results in their broad-spectrum operation in individual countries. The clear
trend that is taking place in economically developed countries is leading to a reduction in
natural growth and the consequent aging of the population.

From a demographic point of view, the authors concluded from the analyses that China
is currently facing two trends in the context of historical development: First, life expectancy
in China has improved significantly over the last few decades and has moved closer to
developed countries. Second, China’s fertility rate has changed even more dramatically. In
view of these serious demographic trends currently facing China, there is no guarantee that
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the intended and implemented changes aimed at ensuring a sustainable and functioning
pension system will not ultimately lead to its collapse.

It is essential to realize that though China’s pension reforms are ambitious, they are
necessary, given that the previous system was completely different but insufficient for
the new economic environment. Given the size of the country and regional differences,
the introduction of the new system is a major challenge. This is the main reason why the
government has focused on developing a formal pension system in urban areas. The rural
pension system with very low coverage has not seen far-reaching reforms. The risk of
implementing these reforms is certainly great. Incentive plans and tax cuts could provide
temporary relief for declining Gross domestic product (GDP) and easing the effects of the
US—China trade war. However, given long-term structural and demographic trends, the
risk of major reforms of the pension and social security systems may become even greater.

China’s shrinking workforce and rapidly aging population have raised concerns about
the sustainability of the urban basic pension fund in the future. One major report predicts
that total spending will start to exceed contributions in 2028 and that reserves will then
decline exponentially, leading to a full depletion of the fund by 2035.

The current government has failed to fundamentally restructure its social security
system over the last two “reform” decades, with the result that various social security
funds are under much greater pressure than they should be. Given the rapidly aging
population in China, this poses a particular problem for pension and health insurance
funds. The government is now accepting the need to raise the retirement age and carry out
far-reaching reforms if there are to be sufficient funds in the future to cover all expected
pensions and medical expenses.

However, the government is still reluctant or unable to force employers to comply
with existing social security obligations. Rather, the government seeks to reduce the social
security burden faced by employers and to pass on the pension and other social security
burden to individual workers, whether they are formally employed. Instead of escaping
the problems of an employee-based system, the government must find a way to meet the
competitive interests of labour and capital in creating a realistic and stable social security
system, one that cares for workers during ill health and old age, but also helps to create a
satisfied and well-paid workforce that can help the development of the domestic economy
through greater innovation, productivity, and consumption of goods and services.

The current demographic development and its effects on society clearly indicate that
the subsequent development of Chinese society will be largely determined by the nature
of demographic development. The demographic development of recent decades clearly
points to the fact of the need to restructure the current system of setting up the economy, in
the context of the social and pension system. The presented conclusions and findings in
the paper not only point to this need, but also point to the fact of different scientific and
political approaches to the researched issues.
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