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Abstract : Population ageing is reshaping local public—service demand and fiscal allocation in China. Using a
balanced panel of 31 provincial-level regions from 2010 to 2024, this study applies two—way fixed—
effects models to distinguish budget reallocation from expenditure expansion and to examine fiscal
responses. A one—percentage—point increase in the share aged 65 and above is associated with a
0.3345—percentage—point increase in the budget share of social security and employment expenditure,
with the result remaining stable under finite—cluster inference. The expenditure—to—GDP effect is not
precisely estimated, while the local own—budget gap is only marginally positive. In the 2015 - 2024
sample, central transfers relative to GDP are significantly associated with ageing, with a coefficient
of 0.5740. Overall, the evidence points to budget reallocation and central fiscal response rather than
broad expenditure expansion.
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