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Non-linear effects of population ageing on fiscal sustainability: The research of threshold
effects based on health resources

CUI Jun, SHE Xin-yt
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[ Abstract] Using panel data from 31 provinces in China from 2009—2019 , using two-way fixed effect model,
systematic GMM model and a panel threshold model, the impact of population ageing on fiscal sustainability and the
potential non-linear impact under different levels of health resources are empirically investigated. The study finds
that; (1) population ageing has a significant weakening effect on fiscal sustainability; (2) the weakening effct of
population ageing on fiscal sustainability is non-linear, with the weakening effect relatively weak when the level of
health resources is below the first threshold and significantly stronger when it is above the second threshold; (3)
further analysis of the data of each province in 2019 reveals that there are significant differences in the level of health
resources between provinces, among which the resource level of 19 provinces is relatively adequate, resulting in the
negative impact of population ageing on fiscal sustainability not being underestimated, while the resource level of 7
provinces still has some room for improvement within fiscal sustainability. In view of this, the following suggestions
are put forward: on the one hand, establish a fiscal system that is compatible with active ageing. On the other hand,
implement targeted measures to improve quality and efficiency in provinces with abundant health resources, and
increase input in provinces with a lower supply of health resources, so as to build a sustainable medical and health

care system.
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