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ABSTRACT

Demographic structure has effects on economic growth through the impact on the
formation of human capital. This paper analyzes the mechanism from the view of macro
and micro, establishes a theoretical model, and do empirical study using CHNS survey
data statistics and provincial panel data.

At micro level, under the budget constraint families need to make trade-offs between
children's quantity and quality, in the other word, they should make reproductive
choices and education investment decisions at the same time to maximize the families'
utility, which implies the existence of the substitution between quantity and quality.
Theoretical analysis and empirical research conclusion of this paper shows that the
trade-off does exist but isn't constant, that is to say, its degree changes among different
income situations. when the family income reaches to a higher level, this trade-off effect
will weaken and even disappear. At macro level, the trade-off is characterized by the
correlation of the demographic structure and human capital formation. This paper
studies the influence of demographic structure on the formation of human capital on
the basis of microscopic analyses, controlling the other factors which affect the
formation of regional human capital. And it finds that the correlation between
demographic structure and human capital formation is significant in the macro level,
but the relationship differs in different regions and changes dynamically.

The former studies on the relationship between demographic structure and human
capital formation have put forward the concept of "the second demographic dividend”,
but it lacks relevant theoretical analysis and empirical research. This paper tries to
discuss the possible mechanism of "the second demographic dividend" on the basis of
the quantity-quality trade-off study, and investigate the effect difference among
different economies through empirical research.

This paper shows that the quantity-quality trade-off effect is dynamic, as the society
and economy develop, the effect of reducing of the children's dependency ratio on

promoting the formation of regional human capital will weaken. Low children's



dependency ratio is once helpful to obtain the second demographic dividend, but will
do harm to the potential economic growth in long run. From the perspective of
maintaining sustained economic growth source, it’s necessary to adjust the population
policy dynamically, and for different regions, to implement situational human-capital

investment strategy becomes more and more important.
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