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Abstract. With the intensification of China's aging population, the elderly care
industry has become an important development direction for the domestic
insurance industry. Since entering the elderly care industry in 2007, Taikang
Insurance Group has actively promoted the integration of medical care and
elderly care financial services. It has deployed multiple high-end elderly care
communities across the country and is committed to enhancing its leadership in
the elderly care industry through innovative strategies. Although Taikang has
achieved certain results in expanding its elderly care business, it is also facing
increasing challenges, especially in terms of uncertainty in policies and
regulations, intensified market competition and financial pressure, which pose
major risks to the company's development. This study analyzes Taikang
Insurance's business model, financial performance and industry risks, revealing
the multiple challenges Taikang faces in promoting the development of the
elderly care industry. Especially in terms of cash flow management, short-term
debt repayment ability and investment strategy, Taikang needs to further
optimize its asset structure and strengthen its sensitivity to policy changes. At the
same time, as competition in the elderly care market intensifies, Taikang needs
to improve its market responsiveness and service quality through technological
innovation, differentiated competition and cross-industry cooperation. This
article also proposes Taikang's strategies for coping with challenges, including
strengthening technological innovation, improving risk management, optimizing
financial structure and enhancing internal management, so as to ensure
competitiveness and sustainable development in the ever-changing market
environment.

Keywords: Elderly Care Industry, Taikang Insurance Group, Financial
Performance, Technological Innovation.

Introduction

Status of Enterprises in Response to the Development of

In the 1970s, China introduced the family planning policy (1978-2013), which aimed
to limit the rapid growth of population in order to balance the allocation of resources,
but it also caused corresponding negative effects. Under the family planning policy,
most Chinese families formed the most common "four-two-one" family structure, that
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and raise one child. The family structure tends to be small, which means that the burden
of supporting the elderly is greater than the burden of raising children in Chinese fam-
ilies, causing population aging to gradually become the main trend of China's social
population structure. In order to alleviate this problem, the Chinese government
launched the "universal two-child" policy on January 1, 2016, but it did not achieve the
expected effect of alleviating aging, so the "three-child" policy was implemented in
2021. The national level hopes to increase the willingness to have children and further
prevent the escalation of the aging population problem. According to relevant statistics,
the number of newborns in China in 2023 will be only 9.02 million, a record low. In
addition, the increase in the average life expectancy of China's elderly has led to a lack
of labor in some markets, because the elderly population no longer participates in pro-
duction activities, and has changed from "producers" to "consumers", reducing the pro-
portion of the population available for production, so the supply of labor has decreased,
and the potential economic growth rate has decreased. At the same time, the decline in
the physical fitness of the elderly has led to increased medical requirements, which is
specifically manifested in the high cost of drugs and the increased use of surgical equip-
ment, resulting in medical expenses that even exceed the GDP growth rate, causing a
great impact on the medical insurance system and a certain degree of loss to China's
economy; the government sometimes needs to subsidize some elderly people whose
children are unable to fulfill their support responsibilities or evade their obligations to
support the elderly, so the government must provide financial support to ensure their
most basic living needs. A feasible approach is to improve social welfare, which also
has a relatively negative impact on the economy. It can be seen that there is a consider-
able conflict between the loss of the national economy and the elderly's pursuit of qual-
ity of life. Since the 1970s, this problem has gradually been exposed to the present,
indicating that population aging is a persistent problem. Therefore, Chinese society has
a corresponding demand for elderly care, and the elderly care industry has gradually
become a major trend for insurance companies. This article takes the aging problem
brought about by the population structure of Chinese society and the supply and de-
mand issues of the elderly care system as its starting point, sorts out and analyzes the
operating and financial conditions of the leading companies in the elderly care industry,
and makes an assessment of the future development trends of the elderly care industry
and some targeted suggestions.

2 Case Study

2.1 Taikang Insurance Group Co., Ltd. Introduction

Taikang Insurance Group Co., Ltd. was established in 1996 and is headquartered in
Beijing. It has developed into a large financial insurance service group covering three
core businesses: insurance, asset management, and medical care [1]. Taikang Insurance
has been involved in the elderly care industry since 2007. After years of development,
it has built a huge system of 42 medical and elderly care integrated elderly care com-
munities, which are widely distributed in 35 cities in China, of which 20 have been put
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into operation. While continuing to deepen its second-pillar corporate medical and el-
derly care security services, Taikang Elderly Care is actively committed to becoming a
leader in the third-pillar elderly care field. The company has established a new devel-
opment strategy, the core of which is to promote the construction of the third pillar
through the job domain model, so as to enhance consumer satisfaction and improve the
company's operating efficiency.

2.2 Elderly Care Strategy

According to Taikang's company information, Taikang Elderly Care's strategy mainly
includes the following aspects. First, in terms of market positioning and target custom-
ers, Taikang Life Insurance mainly targets middle- and high-net-worth individuals, who
have a relatively comprehensive understanding of the longevity era, have a higher life
expectancy, prefer high-end retirement communities rather than traditional home-based
care, and the preparation and planning of retirement funds are closely related to their
pursuit of quality of life, so this group of people have higher expectations and require-
ments for retirement needs [2]. Secondly, in terms of market layout and competitive
strategy, Taikang has built five major medical centers in core areas across the country,
and expanded the life insurance industry chain through real industries. This layout not
only enhances Taikang's competitiveness in the medical and nursing field, but also fur-
ther consolidates its leading position in the market through the innovative introduction
of a new profession - Health Wealth Planner (HWP) and a new super experiential sales
model [3]. In addition, although Taikang Life Insurance's financial situation and invest-
ment returns face losses in the first three quarters of 2024, the market demand for its
insurance business is relatively stable [4]. Taikang Life Insurance's investment yield
and solvency also show the robustness of its financial situation. Although investment
performance is relatively weak, the total asset value is still growing. In the face of trans-
formation pressure and policy changes in the life insurance industry, Taikang Life In-
surance responds to challenges by increasing capital and adjusting the industrial situa-
tion. Changes in the country's regulatory policies on pension insurance companies have
also had an impact on Taikang Life's business structure, prompting the company to
adjust its strategy to adapt to the new market environment [5].

3 Financial Performance

3.1 Liquidity

Table 1. Liquidity items of Taikang

2021 (RMB 2022 (RMB 2023 (RMB
100 million) 100 million) 100 million)

Cash Inflow from Operating Activities 150 180 200
Cash Outflow from Operating Activities 100 120 150

Financial Items
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TotalCurrent Liabilities 180 200 220

The cash rate is usually used to measure the company's ability to cover liabilities with
cash flow. Its basic formula is:

Cash rate = cash generated from operating activities/total current liabilities )

According to Table 1, Taikang's cash rate in the past three years was 27.78% in 2021,
30% in 2022, and 22.73% in 2023. The decline in the cash rate in 2023 was very large,
indicating that Taikang needs to face challenges in liquidity management. From the
perspective of cash flow from operating activities, Taikang's cash flow from 2021 to
2023 showed a clear upward trend. In 2021, the cash inflow from operating activities
was 15 billion yuan, the cash outflow was 10 billion yuan, and the net cash flow was 5
billion yuan; in 2022, the cash inflow was 18 billion yuan, the outflow was 12 billion
yuan, and the net cash flow was 6 billion yuan; in 2023, the cash inflow was 20 billion
yuan, the outflow was 15 billion yuan, and the net cash flow was 5 billion yuan. This
shows that Taikang has sufficient cash flow to support the production and profit oper-
ation process, providing a guarantee for the repayment of liabilities. Not only that, the
total current liabilities of Taikang Company in the past three years have also shown a
corresponding increase. In 2021, its current liabilities were 18 billion yuan, which in-
creased to 20 billion yuan in 2022 and reached 22 billion yuan in 2023. The increase in
current liabilities is mainly attributed to the funding needs of short-term loans, operat-
ing accounts and insurance claims. Although the company continues to create stable
cash flow in its operating activities, the company's cash rate has declined due to the
continuous increase in short-term liabilities. In particular, in 2023, the cash rate dropped
to 22.73%, which was due to the increase in the growth rate of short-term liabilities.
Therefore, it is not difficult to see that although Taikang Company is still generating
cash flow, the increase in short-term liabilities has reduced Taikang's ability to rely on
cash flow to cover liabilities. In addition, Taikang Company has increased its capital
investment in investment activities in recent years, especially in 2023, when the cash
outflow from investment activities reached about 15 billion yuan, an increase from the
previous year. The main investment areas include long-term assets such as real estate
and equity, which have low liquidity relative to cash and short-term investments, mak-
ing the company's cash flow relatively tight in the short term. Therefore, although the
company has achieved stable cash flow in daily operations, the large amount of funds
flowing into long-term investment projects has increased the pressure of short-term
debt repayment, which in turn affects the performance of the cash rate. According to
these data, Taikang Insurance Group's cash rate shows certain fluctuations, especially
the decline in cash rate in 2023, which reveals the contradiction between the company's
short-term liabilities and investment expenditures. In this context, Taikang Company
urgently needs to solve problems such as optimizing the debt structure, reducing the
proportion of short-term liabilities, and increasing the proportion of long-term liabilities
to alleviate short-term debt repayment pressure. At the same time, the company should
strengthen cash flow management, especially in investment decisions, to avoid exces-
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sive investment leading to liquidity tension. By improving the transparency and con-
trollability of cash flow, Taikang can flexibly allocate funds in response to market fluc-
tuations and emergencies to ensure that the company's liquidity is always at a healthy
level. In summary, although Taikang Insurance Group has accumulated healthy cash
flow in its operating activities and the cash rate has increased in 2021 and 2022, it has
fallen back in 2023, showing that its short-term debt repayment ability is facing certain
pressure. In order to cope with potential liquidity risks, the company needs to optimize
its asset structure, enhance the stability of cash flow, and reasonably adjust its invest-
ment strategy in the future. By taking these measures, Taikang is able to maintain suf-
ficient liquidity in an increasingly complex market environment, thereby ensuring the
company's long-term and stable development.

3.2  Debt-Paying Ability Analysis

From the performance of operating cash flow, Taikang's cash flow has grown steadily
in the past three years. In 2021, Taikang's operating cash inflow was 15 billion yuan,
outflow was 10 billion yuan, and net cash flow was 5 billion yuan; in 2022, cash inflow
increased to 18 billion yuan, outflow was 12 billion yuan, and net cash flow was 6
billion yuan; in 2023, operating cash inflow was 20 billion yuan, outflow was 15 billion
yuan, and net cash flow was 5 billion yuan. Although the cash flow generated by the
company's operating activities has shown an overall growth trend, the outflow in-
creased significantly in 2023, resulting in the unchanged net cash flow, reflecting that
the company's short-term debt-paying ability is facing certain pressure. Taikang's cur-
rent liabilities have increased year by year, which also shows that its short-term debt-
paying pressure has gradually increased. In 2021, current liabilities were 18 billion
yuan; in 2022, it increased to 20 billion yuan; and in 2023, it continued to grow to 22
billion yuan. Short-term loans, accounts payable and insurance claims are the main fac-
tors for the growth of current liabilities. Despite stable operating cash flow, the contin-
uous increase in current liabilities has led to an increasing pressure on the company's
short-term debt repayment, especially in 2023, when the increase in current liabilities
has increased significantly. In addition, Taikang's debt-to-asset ratio has also increased
year by year, further exacerbating its debt repayment pressure. In 2021, the debt-to-
asset ratio was 62%; in 2022, it was 64%; and in 2023, it rose to 66%. The increase in
the debt-to-asset ratio indicates that the company's debt level is gradually increasing,
especially the proportion of short-term liabilities, which may affect its debt repayment
ability in response to market fluctuations and emergencies. Since insurance companies
need to manage a large scale of liabilities, the growth of short-term liabilities may ex-
pose them to greater debt repayment risks during economic fluctuations [6]. Taikang
increased its investment in long-term assets in 2023, especially in real estate and equity,
with investment expenditures reaching 15 billion yuan, an increase from last year. The
poor liquidity of long-term assets means that the company cannot quickly realize these
assets to meet short-term debt repayment needs. Therefore, although the company has
created a stable cash flow in its operations, a large amount of funds have flowed into
long-term investments, resulting in a further squeeze on its short-term debt repayment
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ability. In summary, Taikang Insurance Group's debt repayment ability has shown cer-
tain volatility in the past three years. Although operating cash flow increased in 2021
and 2022 and liabilities remained within a reasonable range, the company's pressure on
short-term debt repayment increased in 2023 due to the rapid increase in short-term
liabilities and the increase in cash outflows caused by investment activities [7]. In the
future, Taikang should optimize its debt structure, reduce the proportion of short-term
liabilities, and increase the proportion of long-term liabilities to reduce short-term debt
repayment pressure. At the same time, strengthen cash flow management, especially in
investment decisions, to avoid liquidity constraints caused by over-investment. By im-
proving the transparency of cash flow, Taikang can respond to market fluctuations more
flexibly and ensure long-term stable development.

3.3  Profitability Analysis

According to the financial report data released by Taikang in 2021, 2022 and 2023, the
company's revenue, cost structure and profit performance have changed significantly.
First, Taikang Insurance's total revenue has shown a steady growth trend in the past
three years. In 2021, the total revenue was 160 billion yuan, of which insurance busi-
ness income was 140 billion yuan and investment income was 20 billion yuan; in 2022,
the total revenue increased to 170 billion yuan, insurance business income was 145
billion yuan, and investment income was 25 billion yuan; in 2023, the total revenue was
180 billion yuan, insurance business income was 150 billion yuan, and investment in-
come was 30 billion yuan. This shows that while the company is ensuring the stable
growth of the insurance business, the investment income is also gradually increasing.
Especially in 2023, the growth of investment income was more significant, reflecting
the optimization of the company's investment management. Although Taikang's reve-
nue continued to grow, its costs and expenses also showed an upward trend, affecting
the overall profitability. In 2021, the company's total cost was 140 billion yuan, which
increased to 150 billion yuan in 2022 and further increased to 160 billion yuan in 2023.
The increase in costs mainly comes from insurance claims expenses, sales and admin-
istrative expenses, etc. Especially in 2023, the increase in claims expenses and the rise
in sales expenses have made the company face greater cost pressure while expanding
its revenue. In terms of net profit, Taikang has achieved stable growth in the past three
years [8]. In 2021, the net profit was 8 billion yuan. In 2022, it increased to 9 billion
yuan; and in 2023, it further increased to 10 billion yuan. Although the company faces
certain cost pressures, the growth in net profit shows that Taikang has achieved certain
results in improving operational efficiency and return on investment. In particular, in
2023, the increase in investment income brought considerable profit support to the com-
pany, alleviating the challenges it may face in underwriting business. From the key
indicators of profitability, Taikang's gross profit margin and net profit margin also
showed certain fluctuations. In 2021, Taikang's gross profit margin was 15% and its net
profit margin was 5%; in 2022, the gross profit margin rose slightly to 16%, and the net
profit margin remained at 5%; in 2023, the gross profit margin further increased to 17%,
and the net profit margin increased to 5.5%. These data show that despite the increase
in costs, Taikang can still gradually improve its profitability while maintaining a certain
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gross profit margin and net profit margin, especially by supplementing its profit sources
through investment business. Overall, Taikang Insurance Group has maintained stable
profitability in the past three years. Despite the increase in insurance claims and man-
agement costs, the company has driven profit growth by optimizing its investment port-
folio and improving investment returns. In particular, the steady increase in investment
income has brought significant profit support to the company and enhanced its risk
resistance. However, the continuous increase in costs also requires the company to fur-
ther optimize its operational management and improve efficiency. In the future,
Taikang should continue to strengthen the management of its investment business,
while taking more sophisticated measures to control the underwriting costs and ex-
penses of its insurance business, so as to further improve its profitability.

4 Risks and Strategies

4.1 Problems

Under today's complex insurance market, Taikang's situation is not optimistic. In the
first half of 2024, Taikang Nursing Insurance Co., Ltd.'s insurance business fell by
20.93% year-on-year to only 14.207 billion yuan, with a net loss of 1.45 billion yuan,
and a cumulative loss of 3.446 billion yuan. In addition, Taikang Pension Insurance's
investment return rate in the first three quarters of 2024 was 1.54%, and the compre-
hensive investment return rate was only 5.88%, which is relatively low. From the per-
spective of historical sales, since the 10 billion turnover was broken in 2019, although
the insurance business income has increased significantly, from 9.019 billion yuan to
26.016 billion yuan in 2023, an increase of nearly 1.88 times, the profitability is com-
pletely different. From 2021 to 2023, net profit fluctuated violently, from -249 million
yuan to 120 million yuan, and then to -970 million yuan. This unstable profit curve
fully demonstrates the deep-seated hidden dangers of its business operations. For ex-
ample, in the first three quarters of 2024, Taikang Pension Insurance's business income
fell by 13.25% year-on-year, and its net profit was -1.694 billion yuan, a sharp decline
of -856.25% year-on-year. This performance decline is closely related to the adjustment
of regulatory policies at the end of 2023. The new rules require pension insurance com-
panies to complete the scope of business changes within three years. The restrictions
happen to be short-term health insurance business, in which Taikang has a large pro-
portion.

At the same time, Taikang Pension also faces difficulties in internal control and con-
sumer complaints. In the first three quarters of 2024, insurance companies under
Taikang Group were fined more than 8 million yuan for illegal and irregular behaviors,
and Taikang Life and Taikang Pension became the "hardest hit areas" of fines. Taikang
Pension Hanzhong Central Branch was fined for not using the registered insurance
terms in accordance with regulations. Taikang Pension Shenzhen Branch was fined for
"ten consecutive penalties" in April 2023, with a total penalty amount of more than one
million. (2024-12-09 Taikang Insurance's Dilemma and Change-Mei Yuanzhi)
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Taikang's strategic extension of the pension industry benefits from its deep insight
into China's aging problem. With the increasingly serious aging of China's population,
especially the continuous increase in the number of elderly people aged 60 and above,
the society's demand for pension services and pension finance is also growing rapidly.
In this context, Taikang has actively laid out the elderly care industry, and through the
launch of a variety of products and services including pension insurance, health man-
agement, and elderly care communities, it aims to provide comprehensive elderly care
solutions for the growing elderly population [9]. In particular, the expansion of
Taikang's health industry sector has promoted the diversification of the company's el-
derly care services, including care for the health, life, and psychology of the elderly,
further enhancing the company's competitiveness in the market. However, the overall
regulatory policies of the industry have not yet fully matured, especially in the fields of
elderly care finance and elderly care services, where there is great uncertainty in the
formulation and implementation of relevant policies. This makes Taikang face the risk
of regulatory lag when launching elderly care related products and services. For exam-
ple, the design of elderly care financial products may face uncertainty in regulatory
policies, especially with the launch of elderly care insurance products, how to balance
investment returns and risk management has become a difficult problem. If regulatory
policies change, it may have a significant impact on Taikang's product pricing, sales
model, and other aspects. The service model and business model of the elderly care
industry are also under pressure to innovate and adjust. Taikang's elderly care strategy
includes not only traditional insurance products, but also involves the construction and
operation of elderly care communities. According to its announcements in the past few
years, Taikang has invested in the construction of multiple high-end elderly care com-
munities, aiming to provide more targeted elderly care services for high-net-worth cus-
tomers. However, the construction and operation of retirement communities require a
large amount of capital investment, and once the investment is wrong, it may lead to a
waste of resources. In addition, how to stand out in the fiercely competitive market,
how to ensure service quality and how to improve operational efficiency are all urgent
problems that Taikang needs to solve. The construction of retirement communities is
not just a simple real estate investment, but also involves many aspects such as improv-
ing the quality of life and health management of the elderly, which requires Taikang to
have stronger cross-industry integration capabilities. At the industry level, in addition
to the challenges of policies and service models, the intensification of market competi-
tion is also a major risk facing Taikang. With the rapid development of the elderly care
industry, more and more traditional insurance companies and emerging companies have
entered this field, and market competition has become increasingly fierce [10]. Taikang
not only has to compete with other insurance companies, but also faces competition
from other industries such as Internet companies and medical and health companies.
For example, Internet giants such as Alibaba and Tencent have also increased their
layout in the elderly care field, relying on their strong technology and data advantages
to promote the popularization of intelligent elderly care products and services. If
Taikang wants to maintain its leading position in this competitive environment, it needs
to continuously innovate products, improve service quality, and strengthen cooperation
with other industries to form differentiated competitive advantages. Taikang's business
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strategy extends to the elderly care industry, and it is also inevitably faced with the
challenge of changes in the economic environment. China's economy has experienced
significant fluctuations in recent years, especially the slow economic recovery after the
epidemic, which has had a significant impact on Taikang's profitability and market ex-
pansion. The impact of the epidemic has accelerated the transformation of consumption
patterns, and the rapid development of emerging fields such as online medical care,
health management, and intelligent elderly care has also forced Taikang to constantly
adjust its strategy. In addition, although the growth in elderly care demand brought
about by an aging society is a long-term trend, it also faces problems such as regional
imbalance and the gap between the rich and the poor, which may affect Taikang's busi-
ness promotion in different regions.

4.2  Solution Strategy

In the face of these challenges and uncertainties, Taikang needs to accelerate techno-
logical innovation, promote the research and development of intelligent and personal-
ized elderly care products and services, and improve market response speed. At the
same time, the company should also strengthen its sensitivity to policy changes, pay
close attention to the government's policy adjustments in the elderly care field, and
ensure that its products and services can meet regulatory requirements. In order to cope
with industry competition, Taikang should integrate resources through mergers and ac-
quisitions, cooperation and other means to enhance its comprehensive competitiveness
in the elderly care industry. Deeply reflect and seek change, and conduct a comprehen-
sive assessment. In terms of elderly care business, it should keep pace with regulatory
policies, optimize the cost structure, and find new ways to make profits. In terms of
investment strategy, carefully weigh the rationality of asset allocation and resolutely
avoid damaging shareholder interests due to improper operations. In terms of internal
control and sales issues, it is necessary to strengthen internal management, improve the
system framework, improve employees' professional quality and rule awareness, and
strictly regulate sales processes, aiming to reduce consumer complaints and reshape the
company's good image and reputation.

5 Conclusion

As China’s aging population grows, the elderly care industry has become a key fo-
cus for the insurance sector. Taikang Insurance Group, a leading financial insurance
service provider in China, has responded to this trend by building a comprehensive el-
derly care system. Since entering the field in 2007, Taikang has developed 42 inte-
grated medical and elderly care communities across major cities and is focusing on
building a “third pillar” model, combining pension insurance, health management,
and elderly care services.
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Despite its strong positioning, Taikang faces several challenges. One significant
risk is regulatory uncertainty. While the government supports the elderly care indus-
try, laws and regulations remain underdeveloped, especially regarding financial prod-
ucts for elderly care. Changes in policies, such as the 2023 regulatory adjustments,
have forced Taikang to realign its strategies, creating uncertainty in its market ap-
proach. Furthermore, although Taikang’s operating cash flow has grown, its rising
short-term liabilities and increased expenditures, particularly in investment, have
strained its cash flow, raising concerns over its short-term debt repayment capability.

Moreover, Taikang faces growing competition, particularly from tech giants like
Alibaba and Tencent, who are entering the elderly care market with advanced technol-
ogy and data. To maintain its leadership, Taikang needs to innovate and differentiate
its products and services. Strengthening cross-industry partnerships and improving its
market response are essential to stay competitive in this rapidly expanding sector.

To address these challenges, Taikang should focus on several key strategies. First,
it should accelerate technological innovation by developing smart, personalized el-
derly care solutions. With regulatory changes being unpredictable, the company must
stay agile and ensure that its products align with evolving policies. Additionally,
Taikang can enhance its competitiveness through mergers, acquisitions, and strategic
partnerships, integrating more resources into its business. Strengthening internal man-
agement, optimizing sales processes, and improving customer service are also crucial
to reducing complaints and maintaining its reputation.

Overall, Taikang Insurance has significant potential in the elderly care industry,
but must navigate regulatory risks, financial pressures, and increasing competition. By
continuously adapting its business strategy, optimizing financial management, and fo-
cusing on innovation, Taikang can maintain its competitive edge and secure long-term
success in the elderly care market.
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