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China’s Fiscal Sustainability Study:A Research
Framework and Comprehensive Assessment

Lyu Bingyang Zeng Fuwen Tu Haiyang Li Rong

Abstract : The fiscal sustainability is intricately tied to fiscal security, the effectiveness of government functions,
and the attainment of national development strategic objectives. Incorporating the specific attributes of China’s fiscal re-
gime and its fundamental economic and social challenges,this paper transcends the limitations of a single government
debt sustainability assessment framework. This paper introduces a dual framework , encompassing both narrow and broad
perspectives , for evaluating China’s fiscal sustainability. On this basis, we present an all —encompassing assessment
framework for fiscal sustainability ,which harmoniously accommodates both narrow and broad analyses of fiscal sustain-
ability ,while also considering historical assessments and future predictions. Moreover, we utilize a wide range of meth-
odologies to evaluate China’s fiscal sustainability from both narrow and broad perspectives. The study reveals that in the
narrow fiscal sustainability assessment ,the indicator method ,integration method , and fiscal reaction function method all
indicate the sustainability of government debt, however, the available fiscal space of debt is diminishing. In the broad
fiscal sustainability assessment,the dynamic stochastic general equilibrium method points to the potential challenges,
and further delves into the underlying mechanisms. Large—scale fiscal reductions in revenue and increases in expendi-
ture , continuous economic growth slowdown , deepening demographic aging trend , and radical green transition, will exert
pressure on fiscal sustainability. Consequently, this paper puts forward a series of fiscal reform proposals aimed at en-
hancing fiscal sustainability.

Key words : fiscal sustainability ; government debt ; population aging;green transition
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