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The Chinese Demographic Evolution 

 

By Saro Capozzoli, Gregorio Carignani – Jesa 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Chinese demographic problem has recently become one of the 

main issues addressed by the Party’s agenda. It dates back to a few 

weeks ago the news of the one-child policy abolition (confirmed by the 

parliament before 2015 year end), in other words the policy of birth 

control based on the concept of household composed by one child only. 

Since 1979, when the law was introduced, the country has changed 

dramatically. Even if the number of citizens continued to grow –it has 

gone from 969 million people to one billion and 350 million to date, the 

growth rate undoubtedly lessens if compared to 35 years ago. The 

latter passed from 1,2% to just 0,5% (World Bank).  

 

 

 

 

 

 

 

 

 

 

 

 

 

This metamorphosis has led Beijing to review its family planning 

strategies and let Chinese families have a second birth. 

 

The main effect of the one-child policy is the inexorable aging of the 

population. This in turn affects the entire economy of the country and 

its labor market. On this regard, it should be noted how, for the first 

time in modern China, during 2012 the number of potential workers 

(all the individuals aged between 15 and 64 years old) has decreased, 

hence causing a negative impact on both the labor costs and the 

pension system. According to a UN report, the number of potential 

workers will decrease a further 10% by 2040 (90 million workers), 

while in the same year the over-60 will correspond to 28,6% of the 

total population.  

 

Nevertheless, World Bank’s estimates suggest that the population 

decrease will not affect significantly the productivity of the so-called 

"world's factory". In fact, China's growth will be driven by higher 

productivity obtained through the progressive specialization of labor 

Fig. 1: Chinese Population by age group 

Source:  The Brooking Institution 
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and the entry of new technologies able to enhance the automation and 

robotics industries. 

 

The effects on social security 

 

The aging of the Chinese population is a source of major economic and 

fiscal pressure. For example, the Chinese pension system (highly 

fragmented and only active in major urban areas) should be deeply 

revised. Fewer workers means less funding, which in turn does not 

ensure a proper functionality of the social security system. As a 

remedy is predicted therefore a tax increase rather than a policy of 

savings in other areas. Among others, one of the possible solutions 

examined by the government, is raising the retirement age. Today in 

China men work up to 60 years, while women up to 55 (50 in case they 

are workers). It is estimated that by raising the threshold up to 65 

years-old for both genders, China could enjoy 100 million more 

workers by 2045 thus ensuring a wider social coverage. 

 

Opportunities and future consumption 

 

Population aging will lead the future strategic and commercial de-

velopments towards the senile segment of the population. A study 

published by the Chinese government shows that 8% of consumption 

is related to products or services for the elderly. According to the China 

Research Center on Aging, consumption of products and services for 

the elderly amounts already to 320 billion RMB (USD 48 billion) and is 

expected to grow at a steady rate until 2050 (1,32 trillion RMB). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Therefore, new market opportunities will be mainly related to three 

needs: 

• Healthcare and well-being 

• Reduction of costs / expenses charged to families 

• Travel, leisure and relax 

 

As the elderly will represent a social component increasingly present in 

modern China, the demand for products and services is expected to 

soar. The current request of medical assistance / care is the tangible 

proof of the Chinese health system failure to face those requirements. 

 

The demand of the "silver hair market" will lead to the adaptation and 

development of both new and already existing products to the 

changing social needs. The Demand Institute’s forecasts estimate the 

industry to grow 5.2% by 2025, reaching RMB40 billions of total 

consumption. Pharmaceutical, insurance and funerary industries will 

experience a great expansion in the coming years. 

320
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Fig. 2: Consumption of products/services in the range of customers over 60 

Source:  China Research Center on Aging 

 

GROWTH 
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At the same time, healthy and diet foods will likely enter the Chinese 

market to an extent comparable to the one of the western countries. In 

this regard, it should be noted how the American giant Abbott La-

boratories launched with great success –in more than 11,000 stores all 

over China, its first line of nutritional products for the elderly. 

 

The effects of the One Child Policy’s abolition 

 

The abolition of the one-child policy is the first remedy adopted by the 

Chinese government concerning what have might become a serious 

social problem. The official government projections are quite opti-

mistic: they envisage 8 million newborns every year. However, many 

experts have raised questions about the effectiveness of this solution. 

In fact, there are several reasons that can undermine such a projec-

tion. Among others, the fact that 60% of Chinese women have now 

more than 35 years and likely care more about the career rather than 

growing children. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In second instance it should be noted that the cost of living in China has 

risen sharply and discourages Chinese households to have a second 

child. 

 

Data collected in 2014 show that a Chinese family belonging to the 

middle class can make use of an average income equal to RMB40,000 

per year (about Euro5,600). Estimates say that to raise a second child 

up to 18 years old, families will have to spend around RMB27,700 per 

year (about Euro3,800).  

Fig. 3: Number of children per woman 

Source:  UN Population Prospects 2015 
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Not surprisingly, surveys report that 45.3% of Chinese parents are 

uninterested in a second pregnancy.  

 

These changes present numerous opportunities for European compa-

nies in more industries, especially in the service sector, starting from 

the need of new clinics and nursing homes, oncologic treatments and 

biomedical technologies, up to the production of prosthetic human and 

geriatric training. In essence, China turns out to be full of opportuni-

ties. The raise of the Chinese middle class from 200 million current 

members to the anticipated 600 million in the coming years  is the 

additional factor that should wake up the interest of those companies 

seeking for opportunities and new markets. 

 

Chinese Middle Class Insights 

 

By Saro Capozzoli, Delia Vicino - Jesa 

 

Chinese middle class: features and peculiarities  

 

The term middle class refers to those individuals who are able to live in 

a decorous and comfortable way. Usually, the members of the middle 

class can afford stable accommodations, health insurance packages, 

their sons’ education (at least until the high school) and a pension. In 

addition, they can fund their “leisure”, including trips and others. 

 

Starting from the 70s, the middle class of the western and industri-

alized countries represented the main driver of the global growth. 

Since 2007 onwards however, the western countries – attempting to 

safeguard their welfare loss caused by the financial crisis, focused 

more on saving their money rather than focusing on their spending.  It 

was exactly during this period that the Chinese middle class –at that 

time only emerging, started to shows its strengths.  

 

In 2015 indeed, for the first time in more than 300 years, the Asian 

middle class equaled the European and North America’s one, while 

estimates forecast t that the sole Chinese middle class will reach 670 

million of consumers by 2021. 

 

Despite the Chinese economy is still pulled by investments in infra-

structures and exportations, the Middle Kingdom’s consumption an-

nual rate is growing faster than anywhere else in the world. In addition, 

according to recent estimates (Nielsen), the average consumption rate, 

driven by social-economies reforms already planned, will reach the 

45-50% of the Chinese GDP by 2020. 

 

To give an idea about the Chinese middle class high potential, it should 

be noted that even though the labor force is composed by over 770 

million people (five times the US one), just the 11% of it can be con-

sidered as middle class. A similar comparison can be made for the 

per-capita average consumption. To date, the latter amounts to only 

US$7/day in China against the US$97/day totalized by the USA, with 

food and clothing topping all of the other personal expenses. 

 

The profound changes affecting the middle class are noticeable in its 

geographical distribution as well. During 2002, the 40% of the urban 

middle class was living in the first tier cities of Beijing, Shanghai, 

Guangzhou and Shenzhen. However, estimates forecast a trend re-

versal by 2022. In fact, the middle class will tend to appear especially 
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in the northwest part of the country, in those cities ranked now as third 

tier urban settlement. The middle class spread will touch also some 

fourth tier cities, especially those located in strategic areas of the 

country. 

 

Chinese middle class: where are the opportunities? 

 

Due to a growing purchasing power, a westernized lifestyle and an 

average age under 45 years old, Chinese consumers represent a 

relevant target for European companies. The Chinese consumption 

habits are mainly focused towards the following areas: 

• Clothing / Aesthetics 

• Food 

• Real Estate 

• Connectivity & Internet access 

• Entertainment 

• Health / Education 

• Luxury 

• Social Security 

 

Comparing the consumption habits of the American population with 

the Chinese one, one will immediately spot different priorities between 

the two. While Chinese consumer spending is focused on food (27%), 

property (25%) and Clothing/Aesthetics (15%), the USA gives priority 

to health, education and property (30%) without overlooking the 

entertainment (15%).  

 

 

 

 

1. Technology & Media 

 

For what concerns the Chinese middle class, the entertainment has the 

highest growth potential. In fact, spending on recreational activities 

(trips, restaurants dinner, sport and gaming) is decisively lower than 

the other countries. At the same time, thanks to the wages’ growth and 

the corresponding tumble of the prices of electronic devices, oppor-

tunities in technology and media industry will keep on increasing.  

 

2. Luxury goods 

 

China contributes with the 30% to the global spending in luxury goods. 

The 70% of this spending is produced by the middle class only. Aiming 

to witness once again how broad and still unexplored the Chinese 

market is, Bain & Co. highlights that 2 purchases out of 3 are realized 

by new consumers coming from second and third tier cities. 
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3. E-Commerce 

 

The 95% of the Chinese middle class members owns both a 

Smartphone and a computer, while the 85% already tried to shop 

online. Forecasts say that the Chinese e-commerce market will reach a 

value of US$ 4,28 billion within 2020, in this way outdoing the 

American, the British, the Japanese, the German and the French one 

all together. More than half of the middle class consumers buy online 

one time per month, paying an average of US$150. 

 

4. Travel and overseas spending  

 

Tourism to foreign destinations has grown from 10.5 million of visits in 

2010 to over 97 million in 2013, a 800% increase in three years. 

France, England, Italy and Germany are the most favorite nations. 

Considering the middle class only, 2 out of 3 citizens have made at list 

one trip abroad per year in the last three years, spending an average of 

US$ 3000/trip. 

 

5. Vehicles  

 

In the last 10 years, China has become the largest automobile market 

in the world with 18 million vehicles sold in a year and more than 250 

million active vehicles. The 71% of the middle class members owns a 

car, and a half of those have less than 35 years old. 

 

 

 

 

6. Property 

 

The 95% of the middle class’ members owns a house and the 20% of 

these ones has more than one. In large cities, the real estate market is 

already saturated while it continues to grow in the 2nd and 3rd tier 

ones. The middle class boom and the will to improve its living condi-

tions will drag the demand for furnishing goods, creating growing 

business opportunities for Europe. 

 

7. Private Healthcare 

 

The healthcare sector offers many opportunities for both foreign and 

domestic companies: the aging population and the chronic diseases 

increase has strained the Chinese healthcare system. The middle class, 

composed by young and educated individuals, has high standards of 

living, as well as a better knowledge of the importance of investing in 

health: hospitals that offer cutting-edge treatments are selected for 

check-ups, vaccinations and preventive care. In addition, the 

healthcare industry will be positively influenced by the opportunities 

arising from the spending on medicines and drugs: China is the third 

largest market worldwide for such kind of products. 

 

8. Education abroad 

 

Chinese students abroad have tripled in the last 10 years. Currently, 

they amount to more than 400,000 individuals. Almost the 40% of 

them comes from middle-class households already. Nevertheless, 

more than 75% of the middle class families would like their child to 

study abroad.
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LEGAL NOTICE 

The content of this newsletter is com-

posed and written by JESA, and thus it is 

not reproducible and cannot be diffused 

indiscriminately without JESA’s con-

sent. The purpose of this newsletter is 

to keep our contacts informed about 

important changes occurring in China 

and worldwide. Any use of it must be 

authorized by JESA.   
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