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Abstract: China is facing a profound demographic shift characterized by
declining birth rates, a rapidly aging population, and significant urban-rural
disparities. Despite phasing out the one-child policy in 2015 and introducing
two-child and three-child policies, the total fertility rate (TFR) fell below 1.0
in 2024, far below the replacement level of 2.1. These trends have led to
negative population growth and a rising dependency ratio, projected to reach
60.3% by 2024. This demographic imbalance exacerbates labor shortages,
increases labor costs, and places immense strain on healthcare and pension
systems, particularly in rural areas where social service access remains
inadequate. While similar challenges are evident in aging societies like Japan
and South Korea, China’s regional disparities and economic scale complicate
policy implementation. This study identifies gaps in addressing the structural
challenges hindering fertility policies, including economic pressures, cultural
resistance, and inequities between urban and rural regions. Employing
secondary data analysis, trend analysis, and comparative case studies, this
research evaluates demographic trends from 2020 to 2024 and assesses the
effectiveness of current policies. Findings reveal the limited success of
China’s pronatalist policies and underscore the urgent need for
comprehensive reforms. Recommendations include targeted investments in
rural areas, affordable childcare, gender-equitable policies, and technological
adoption to mitigate labor shortages. Future research should explore global
lessons, public attitudes, and innovative strategies to address the socio-
economic implications of demographic shifts, offering insights for sustainable
policy design in aging societies.
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1. Introduction

China currently grappling with a demographic shift characterized by declining birth rates and a
rapidly aging population. This trend has been significantly influenced by the long-standing one-child
policy, implemented in 1980 to control population growth but phased out in 2015 due to its
unintended consequences [1]. Despite subsequent relaxations to allow two and three children per
family, birth rates have continued to plummet, reaching record lows in recent years [2]. The
population decline and increasing dependency ratio have raised alarms about its implications for
economic stability and social systems [3].

Globally, demographic challenges such as those faced by China often lead to labor shortages,
slower economic growth, and strain on public resources like pensions and healthcare [4]. While these
challenges are not unique to China, the scale of their impact is unprecedented due to the country's size
and economic significance. This has prompted scholars to examine the interplay between
demographic trends and national development, especially in emerging economies like China [5]. The
demographic structure in China, heavily skewed toward older age groups, threatens to undermine
decades of rapid economic expansion [6].

The effects of China's demographic shift are multifaceted. Economically, a shrinking workforce
reduces productivity and increases labor costs, posing risks to industries dependent on cheap labor [7].
Socially, the burden of supporting an aging population falls disproportionately on younger
generations, exacerbating financial stress and reducing their willingness to have children [8].
Furthermore, rural areas in China, already disadvantaged in terms of access to healthcare and
education, bear a heavier burden of aging compared to urban centers, widening regional disparities
[9].

This study aims to address three key objectives. First, it seeks to identify the primary drivers of
demographic challenges in China, with a focus on policy, cultural, and economic factors [10]. Second,
it evaluates the economic and social consequences of these demographic shifts, particularly their
effects on labor markets, social welfare systems, and regional inequalities [11]. Lastly, the study
analyzes the effectiveness of existing government policies, such as incentives for larger families and
technological investments, and explores alternative solutions to mitigate the adverse effects of
demographic decline [12].

Understanding China's demographic challenges is crucial for ensuring the country's long-term
economic sustainability. As the world's second-largest economy, China's ability to navigate these
challenges will have far-reaching implications for global markets, trade, and innovation [13].
Moreover, the lessons learned from China's experience can provide valuable insights for other nations
facing similar demographic issues, such as Japan, South Korea, and certain European countries [4].

This research contributes to the broader discourse on population dynamics by highlighting the
intersections between demography, policy, and socioeconomic development. By focusing on China, it
underscores the importance of context-specific strategies to address demographic shifts. Additionally,
the findings of this study aim to inform policymakers, economists, and social scientists about the
critical need for adaptive and inclusive approaches to demographic management in both developed
and developing nations.

China's demographic transformation presents a unique opportunity to examine how population
trends interact with economic and social systems on a global scale. By addressing the objectives
outlined, this study aims to bridge the gap between theoretical frameworks and practical solutions,
paving the way for more sustainable and equitable demographic policies in the future.

2. Literature Review

2.1. Demographic Theory

The demographic transition theory provides a comprehensive framework for understanding
population dynamics in China and its implications for economic and social development. This theory
outlines the shift from high birth and death rates to lower rates as a country progresses economically
and socially. In China, this transition has been significantly influenced by government policies,
including the one-child policy, which was implemented to curb population growth but resulted in
long-term challenges such as a shrinking workforce and aging population [14].

China's experience reflects a rapid demographic transition, influenced by industrial policies and
urbanization. The transition has shifted the country's demographic structure, creating a labor surplus
during its early stages. This "demographic dividend" contributed to economic growth, as labor shifted
from agriculture to manufacturing and services. However, with fertility rates now below replacement
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levels, the window of demographic advantage is closing, leading to concerns about sustainable
economic development and social stability [15].

Studies show that demographic transitions in other Asian nations, such as Japan and South Korea,
offer valuable insights into the challenges China faces. These countries experienced rapid aging after
completing their transitions, leading to economic stagnation. China's unique demographic challenges,
including its sheer population size and regional disparities, compound the problem, requiring
innovative policy solutions to maintain economic competitiveness [16].

The demographic transition also affects social dynamics, such as intergenerational support
systems. China's rapidly aging population places pressure on younger generations, who face the dual
burden of supporting elderly family members and raising their own families. This challenge
underscores the need for robust pension systems and healthcare reforms to mitigate social and
economic pressures [17].

Finally, the role of government interventions in managing demographic transitions remains critical.
China's recent policy shifts, including the relaxation of birth restrictions and incentives for larger
families, aim to address demographic imbalances. However, the success of these measures depends on
addressing deeper socio-economic factors, such as housing costs and gender equity, which influence
fertility decisions [15] [16].

2.2. Economic Perspectives on Population Structure and Growth in China

China's demographic transformation has been pivotal in shaping its labor market dynamics and
economic growth trajectory. The demographic transition theory suggests that as countries move from
high to low birth and death rates, they experience a shift in population structure, which influences
economic development. In China, this transition has been accelerated by government policies, such as
the one-child policy, and has led to a growing aging population and shrinking working-age cohort.
The implications for labor supply and economic output are profound, as a smaller labor force
challenges traditional models of growth based on labor-intensive industries [18].

The shift in China's population structure has led to a decline in the labor force, which is anticipated
to significantly impact economic growth. Fewer workers in the prime earning years means slower
expansion in sectors that rely on low-cost labor, such as manufacturing. At the same time, China's
aging population increases the burden on social welfare programs, which could divert resources from
investment in innovation and infrastructure. This demographic shift poses risks to China's previously
high rates of economic growth and calls for adjustments in both policy and economic strategy [19].

Another crucial aspect of the economic implications of demographic changes is the role of labor
productivity. Research shows that as the working-age population decreases, labor productivity must
increase to compensate for the reduced number of workers. In response, China has increasingly
invested in automation, digital technologies, and advanced manufacturing processes. However,
regional disparities in labor market adaptations complicate the situation. While urban centers have
embraced technological innovation, rural areas still struggle with underemployment and a reliance on
agricultural work, highlighting the need for targeted policies that address these gaps [20].

The economic consequences of demographic changes extend beyond China's borders. As the
country faces a shrinking workforce, its competitive edge in global manufacturing could diminish,
leading to higher production costs and potential shifts in global supply chains. At the same time, the
aging population will alter consumption patterns, especially in sectors like healthcare and senior
services, presenting both challenges and new opportunities for growth. The global economy will also
feel the effects as China, a major economic player, experiences these shifts [21].

In conclusion, China's demographic transition presents significant challenges to its economic
sustainability. Understanding the relationship between population structure, labor force participation,
and economic growth is critical for formulating effective policy responses. While challenges are
mounting, they also offer opportunities for innovation and adaptation, particularly in labor market
reforms, technological advancements, and social policies [22].

2.3. The One-Child Policy and Its Population Imbalance Implications in China

The One-Child Policy, introduced in 1979 by the Chinese government, aimed to control population
growth and promote economic development. However, the policy inadvertently led to a significant
population imbalance, particularly in terms of gender. Societal preferences for male children led to a
disproportionate number of boys being born, with an estimated 30 million more men than women in
the population. This gender imbalance has contributed to various social issues, such as a high number

144



Huang Wei Thung, Louis Lefevre, Chen Wei Hua, Liu Ming, Zhao Jie Lin.
Demographic Challenges and Their Impact on Economic and Social Stability in China.
Journal of Humanities and Social Sciences, vol. 6, no. 3, pp. 142-152, December 2024. DOI: 10.36079/lamintang.jhass-0603.636

of "bachelor men" who are unable to marry, resulting in increased social instability and pressures on
the marriage market [23].

In addition to the gender imbalance, the One-Child Policy also accelerated China's aging
population. With fewer children being born, the proportion of elderly citizens has steadily increased,
resulting in a shrinking workforce. This demographic shift places immense pressure on the younger
generation, who are now tasked with supporting a rapidly aging population. The "4-2-1" structure,
where one child must care for two parents and four grandparents, is becoming increasingly common,
further straining the social safety nets and economic systems [24].

The introduction of the Three-Child Policy in 2021 was an attempt to reverse the demographic
trends and address the challenges posed by the One-Child Policy. However, despite the policy change,
there has been little impact on birth rates. Families continue to face significant barriers to having more
children, including high living costs, limited access to childcare, and the continued societal preference
for sons over daughters. This reluctance to have more children reflects deeper cultural norms and
systemic issues that cannot be easily resolved through policy changes alone [23]

Furthermore, while the relaxation of the One-Child Policy may have alleviated some of the
pressure on population control, the lingering effects of decades of policy enforcement are still evident.
Gender-based discrimination, particularly against girls, remains deeply ingrained in Chinese society,
despite legal and policy changes. As a result, the One-Child Policy's long-term impacts on gender
equality and family structures continue to shape Chinese society in complex ways [24] .

In conclusion, the One-Child Policy has left a lasting imprint on China’s demographic landscape.
Although efforts to rectify the resulting population imbalances, such as the introduction of the Three-
Child Policy, have been made, the policy's legacy still shapes the country's social, economic, and
cultural fabric. The continued challenges presented by these demographic shifts underscore the
importance of addressing not only policy changes but also societal attitudes towards gender and
family structures [23] [24].

2.4. Social Impact of the Generational Gap and Changes in Family Structure in China

The social impact of China's demographic shift, particularly the generational gap and transformation
in family structures, has garnered increasing attention. Driven by the one-child policy, aging
population, and urban migration, China's family systems have undergone significant change. The
generational divide is one of the most noticeable consequences, as fewer children are available to care
for an increasingly elderly population. This "4-2-1" family structure, where one child supports two
parents and four grandparents, has placed immense emotional and financial pressure on younger
generations, leading to a rise in social anxiety and caregiving stress [25].

Moreover, the transformation in family structures has eroded the traditional extended family
model. In the past, multiple generations would live together and support each other, but this is no
longer the norm due to urbanization and economic factors. The nuclear family, while providing more
independence, has also led to isolation for elderly family members, especially in rural areas where
healthcare and social support systems are underdeveloped. This shift presents challenges for elderly
care, as many seniors now live alone or rely on institutionalized care, which is often inadequate [26].

The changing family structure also reflects a cultural shift between generations. Older generations
often maintain traditional values regarding family responsibilities, whereas younger generations,
particularly in urban areas, embrace more individualistic lifestyles. These conflicting values have
created tensions within families, especially regarding expectations for elder care. Studies suggest that
these generational differences are contributing to misunderstandings and conflicts about family roles
and caregiving responsibilities [25] [26].

These demographic shifts also have significant implications for China's social policies. In response
to the aging population, the government has gradually relaxed the one-child policy, introducing
policies like the "two-child policy" to encourage higher birth rates. However, despite these efforts, the
challenges associated with an aging society and generational imbalances persist. Experts argue that
addressing these issues requires reforms in healthcare, social services, and elder care, as well as
strategies to balance the needs of both younger and older generations [25].

In conclusion, China's demographic transition presents considerable social challenges. As the
generational gap widens and family structures evolve, it is crucial for both policymakers and society
to adapt to these changes. Strategies to bridge the gap between generations and ensure that younger
individuals are not overburdened with caregiving responsibilities are essential for maintaining social
stability and harmony in the future [27].
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2.5. Lessons from Other Countries Facing Population Aging, Such as Japan and South Korea
Japan and South Korea, both experiencing rapid demographic changes due to aging populations and
low birth rates, provide important lessons for other countries grappling with similar challenges. These
countries have developed distinct approaches to mitigate the economic and social impacts of these
demographic trends. Japan, for example, has implemented various regional revitalization programs
designed to attract young people to rural areas and reduce urban population concentration. South
Korea, on the other hand, has adopted policies aimed at integrating immigrants into the workforce to
compensate for the shrinking labor pool, and has launched comprehensive strategies for regional
development [28].

In Japan, the focus has been on creating appealing living conditions outside major cities by
enhancing infrastructure and offering financial incentives. This initiative seeks to counterbalance the
urban migration trends that leave rural areas increasingly depopulated. Additionally, Japan’s policies
include advanced robotics and Al systems to support elderly care, a critical issue as the population
ages rapidly [29]. Conversely, South Korea has placed a strong emphasis on labor immigration as a
means to sustain its workforce. This policy shift is complemented by regional development initiatives
aimed at improving living standards and revitalizing depopulated areas [30].

Both countries have encountered significant challenges in balancing the needs of their aging
populations with the economic necessity of maintaining a dynamic workforce. Japan’s strategy, while
focusing on internal population shifts, faces barriers such as the reluctance of young people to move
to rural areas and the cultural resistance to immigration [31]. South Korea, while more open to
immigration, must also address integration challenges, ensuring that migrant workers are adequately
supported both economically and socially [32].

The experiences of these two nations provide valuable insights for other countries facing similar
demographic pressures. Countries in Europe, North America, and other parts of Asia may look to
Japan and South Korea for inspiration in formulating policies that can manage population aging while
maintaining economic stability. The importance of tailored solutions, addressing both cultural factors
and economic imperatives, cannot be overstated [28].

In conclusion, Japan and South Korea offer valuable lessons in responding to demographic shifts.
While both countries have made strides in managing the aging population, their approaches highlight
the need for continued innovation in social policy and labor force integration. These strategies can
serve as a blueprint for other nations dealing with similar demographic challenges [29] [32].

3. Methodology

This study analyses to examine China's demographic, economic, and policy dynamics from April
2023 to April 2024. Quantitative analysis focuses on statistical trends, while qualitative analysis
explores the socioeconomic implications of policies influencing demographic shifts.

The study uses a wide range of recent and relevant data:
1) Statistical Data

Official statistics from the National Bureau of Statistics of China, specifically covering the
period from April 2023 to April 2024, including data on birth rates, aging ratios, migration
patterns, and labor market indicators.

2) International Reports
Reports from the World Bank, the United Nations, and regional organizations, offering
comparative insights into demographic and economic trends during the same period.

3) Case Studies
Policy case studies from China and comparable aging societies, such as Japan and South
Korea, focusing on government interventions and demographic outcomes.

Secondary data analysis forms the backbone of this study, sourcing information from:
1) Academic journals, particularly articles published between 2023 and 2024.
2) Government publications, including demographic reports and policy evaluations from April
2023 to April 2024.
3) International and regional databases that provide up-to-date, standardized datasets.

146



Huang Wei Thung, Louis Lefevre, Chen Wei Hua, Liu Ming, Zhao Jie Lin.
Demographic Challenges and Their Impact on Economic and Social Stability in China.

Journal of Humanities and Social Sciences, vol. 6, no. 3, pp. 142-152, December 2024. DOI: 10.36079/lamintang.jhass-0603.636

Analytical methods used, are:
1) Trend Analysis

2)

3)

4)

Patterns in demographic indicators such as fertility rates, dependency ratios, and the
workforce size are analyzed to identify trends over the study period.

Impact Analysis

The economic impact of demographic changes is evaluated using metrics such as GDP
growth, unemployment rates, pension system strain, and healthcare expenditures.
Comparative Policy Analysis

Case studies from Japan and South Korea are analyzed to draw lessons on how demographic
challenges can be managed effectively. Specific focus is placed on policy innovations, their
social acceptance, and measurable outcomes.

Qualitative Policy Review

Policies introduced or adapted between 2023 and 2024, including China's three-child policy
and incentives for family growth, are critically evaluated to understand their impact on
demographic trends and economic sustainability.

4. Finding and Discussion

4.1. Findings

There are several important findings from this study, including:

1) Declining Birth Rates and Slowing Population Growth

China's birth rates have continued to decline sharply, reaching record lows in 2023-2024. According
to data from the National Bureau of Statistics of China, the total fertility rate (TFR) fell below 1.0, far
below the replacement level of 2.1. This trend reflects a long-term trajectory driven by cultural shifts,
economic pressures, and the lasting impact of the one-child policy.

Table 1. Fertility and Population Growth Trends (2020-2024)

Year Total Fertility Population
Rate (TFR) Growth Rate (%)
2020 1.3 0.34
2021 1.2 0.25
2022 1.1 0.05
2023 1 -0.1
2024 (est.) 0.9 -0.15

Figure 2 shows a steady decline in China's fertility rate from 2020 to 2024, juxtaposed with the
population growth rate shifting into negative territory.

Declining Birth Rates and Negative Population Growth (2020-2024)

Total Fertility Rate (TFR)
12} ~®- Population Growth Rate (%)
- Zero Growth Rate
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Figure 1. Declining Birth Rates and Negative Population Growth
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2) Rising Dependency Ratio Among the Elderly

The dependency ratio among the elderly has grown significantly due to declining birth rates and
increased life expectancy. By 2024, the percentage of people aged 65+ exceeded 20% of the total
population, placing immense pressure on the younger working-age population. This is leading to
increased costs for healthcare, pensions, and social services.

Table 2. Aging Population Trends and Dependency Ratios (2020-2024)

Year Population Dependency Ratio

Aged 65+ (%) (%)

2020 12.6 432

2021 14.2 46.8
2022 16.1 51

2023 18.5 55.4

2024 (est.) 21.2 60.3

Figure 2 illustrating the increase in the proportion of the elderly population and the corresponding
rise in dependency ratios over five years.

Elderly Population Growth and Dependency Ratio (2020-2024)

60 | —®— Dependency Ratio (%)
Population Aged 65+ (%)
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Year

Figure 2. Elderly Population Growth and Dependency Ratio

3) Social Service Inequalities Between Urban and Rural Areas
There is a marked disparity in access to healthcare, education, and social welfare services between
urban and rural regions.

Table 3. Urban vs. Rural Access to Social Services (2023)

Indicator Urban Areas Rural Areas
Healthcare Spending per Capita $1,500 $850
Elderly Care Centers (per 10,000) 2.8 1.1
Average Pension Income (monthly) $320 $170

Rural areas are disproportionately burdened by aging populations and inadequate infrastructure,
exacerbating regional inequalities. For instance, rural healthcare spending per capita in 2023 was less
than 60% of urban healthcare spending.
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Urban vs Rural Service Access Disparities (2023)
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Figure 3. Urban vs. Rural Service Access Disparities

4.2. Discussion

Few discussions, are:

1) Impact on the Labor Market: Declining Workforce and Rising Labor Costs

The decline in China’s total fertility rate (TFR) (Table 1, Figure 1) has led to a significant reduction in
the working-age population. By 2024, China's population growth rate is estimated to be negative (-
0.15%), and TFR has dropped below 1.0. This shrinking labor force increases the dependency ratio
(Table 2, Figure 2), creating a labor market imbalance where fewer workers must support a growing
elderly population.

This demographic shift results in:

Rising Labor Costs

Labor shortages compel industries to raise wages to attract workers. While this may benefit
employees, it increases production costs for employers, potentially reducing competitiveness
in labor-intensive sectors.

Automation and Technological Investment

To address labor shortages, businesses are likely to invest in automation and artificial
intelligence. This transition may favor urban areas with better infrastructure while further
marginalizing rural regions (Figure 3).

Sectoral Challenges

Agriculture and manufacturing, which rely heavily on manual labor, may face more
pronounced difficulties, especially in rural areas where aging populations dominate (Table
3).

2) Burden on Social Systems: Healthcare and Pensions
The growing elderly population (Table 2, Figure 2) places immense pressure on China's healthcare
and pension systems:

Healthcare

Rising healthcare costs stem from increased demand for geriatric services. Rural areas are
particularly disadvantaged, with healthcare spending per capita ($850) significantly lower
than urban areas ($1,500) (Table 3). This disparity exacerbates health outcomes and
inequalities, with rural elderly populations receiving inadequate care.

Pensions

As the dependency ratio climbs to an estimated 60.3% by 2024 (Table 2), the financial
burden on China's pension system becomes unsustainable. Pension income in rural areas
($170 monthly) lags far behind urban areas ($320), deepening economic disparities (Table 3,
Figure 3).

The combined strain on healthcare and pension systems threatens the stability of China's social
safety net, necessitating urgent reforms and alternative funding mechanisms.
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3) Effectiveness of Two-Child and Three-Child Policies
Despite policy shifts allowing families to have two or three children, the TFR continues to decline,
reaching an estimated 0.9 in 2024 (Table 1, Figure 1). Key reasons for these policies' limited
effectiveness include:
e Economic Pressures
Rising costs of childcare, housing, and education deter families from having more children,
particularly in urban areas.
e  Cultural Shifts
Decades of the one-child policy have normalized smaller family sizes, making larger
families culturally less appealing.
e Inequities
Rural families, burdened by lower income and fewer incentives, are less likely to respond to
these policies (Table 3).

Without addressing structural challenges like gender inequality, childcare support, and economic
burdens, these policies are unlikely to reverse demographic decline.

4) Comparisons with Other Countries
China's demographic challenges are not unique; Japan and South Korea provide valuable lessons:
e Japan
With an elderly population exceeding 29% and a dependency ratio similar to China's, Japan
has focused on robotics and policies to encourage women’s participation in the workforce.
However, these measures have not reversed population decline.
e South Korea
Despite aggressive pro-natalist policies, South Korea’s TFR remains one of the lowest
globally. Cultural factors and economic pressures play significant roles.

China's situation is more complex due to its scale, regional disparities (Figure 3), and rapid
economic transformation. Lessons from these nations highlight the importance of long-term strategies,
including immigration reform, enhanced childcare, and targeted rural investments.

5) Cultural and Economic Challenges in Driving Social Change
Encouraging significant social changes in China faces several hurdles:
e Cultural Resistance
Preferences for smaller families persist, influenced by urbanization, career ambitions, and
societal norms. Overcoming these mindsets requires substantial cultural campaigns and
incentives.
e Economic Constraints
High living costs, coupled with inadequate social support, discourage families from having
more children. Policies need to address housing affordability, education subsidies, and
work-life balance.
e Regional Inequities
Urban-rural disparities in income, healthcare, and social services (Table 3, Figure 3) make it
difficult to implement uniform solutions across the country. Targeted regional strategies are
essential.

China’s efforts must balance immediate policy interventions with long-term societal shifts to
ensure sustainable demographic and economic growth.

5. Conclusion

China's demographic shift, marked by declining birth rates, an aging population, and widening urban-
rural disparities, presents significant challenges to its economic and social structures. The steep
decline in the total fertility rate (TFR) to below 1.0 and negative population growth signal a shrinking
workforce that threatens productivity and competitiveness, particularly in labor-intensive sectors.
Concurrently, the rising dependency ratio, projected to reach 60.3% by 2024, places immense strain
on healthcare and pension systems, with rural regions bearing the brunt of these pressures due to
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lower healthcare spending and limited infrastructure. These interconnected challenges underscore the
urgency for structural reforms and targeted policies to stabilize China's demographic and economic
trajectory.

Despite efforts to boost fertility through two-child and three-child policies, cultural and economic
barriers have limited their impact. High childcare costs, normalized smaller family preferences, and
urban-rural inequities reduce the effectiveness of these interventions. Lessons from aging societies
like Japan and South Korea highlight the need for holistic approaches that go beyond fertility
incentives. China must prioritize comprehensive support for families, including enhanced childcare
services, affordable housing, and gender-equitable policies, while addressing disparities in rural areas.
Investments in automation and urban infrastructure could mitigate labor shortages but must be
balanced with policies to uplift marginalized rural regions and reduce inequalities.

Future research should explore the long-term impacts of China's demographic changes on global
economic dynamics, including trade, innovation, and labor market trends. Additionally, comparative
studies on immigration policies, technological advancements, and regional development strategies in
other aging societies can provide valuable insights. Investigating public perceptions and cultural
attitudes toward family size and aging will be critical for designing effective, socially inclusive
policies. A multidisciplinary approach combining economic, sociological, and technological
perspectives will help address China's complex demographic challenges, paving the way for
sustainable growth and social stability.
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