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An Impact of Population Ageing on Labour Supply
and Human Capital Investment
WANG Yunduo

Abstract; With regard to the spirit of the theory of allocation of time ( Becker, 1965) and a life-cycle model ( Heckman,
1976) , this study explores the long-term impact of population ageing on labour supply and human capital investment in China,
as well as the induced effects on productive capacity. The analysis is conducted with a dynamic computable overlapping genera-
tions model. The paper indicates that population ageing creates more opportunities for individuals to invest in human capital and
supply more skilled labour. Consequently, the reduction in labour supply initially lowers productive capacity and exacerbates
the economic costs of population ageing. However, future labors are more skilled and work more, which eventually raises pro-
ductive capacity and significantly lowers the cost of population ageing.

Key Words: population ageing; effective labor supply; time allocation of human capital investment; productive capacity;

wage growth rate; labor participation rate
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