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Income of Child-bearing Age, Children’s Human Capital and Economic Support
—Based on the Perspective of Children’s Quantity-quality Trade-off

LI Cong, BI Haolin, LIU Lihua, WANG Lan

School of Economics and Finance, Xi’an Jiaotong University, Xi’an 710061, China

Summary China is currently undergoing a transition in its population structure, known as the “quantity-quality”
transformation, referring to the shift from a “quantity-based” demographic dividend to a “quality-based” human
capital dividend. This trend offers a new perspective on understanding the economic support provided by
families in elderly care. Families can be seen as the smallest pay-as-you-go informal pension units, While a
decrease in the number of children might reduce economic support, if the quality of children improves
sufficiently to offset this decline, i. e. , when the conversion rate from quantity to quality is sufficiently high,
the economic support capability of children does not diminish. This raises three questions: First, can the
condition of a “sufficiently high” conversion rate from quantity to quality be met? Second, what factors
influence the satisfaction of this condition? Third, how can the economic support capability of children be
enhanced in light of the difficult-to-reverse trend of declining birth rates? This paper aims to address these

questions.

This study utilizes panel data from the China Family Panel Studies (CFPS) covering the period from 2010 to
2018. By employing the fixed-effect method for estimating lifetime income, the study assesses individuals”
income during their childbearing years. Additionally, instrumental variable and two-stage least squares methods
are utilized to mitigate endogeneity. The study characterizes the conversion rate from quantity to quality within
families by verifying the existence of the “quantity-quality trade-off” effect of children. Moreover, mediation
effect models are employed to investigate the impact of income during the childbearing years on economic
support under the mechanism of the “quantity-quality trade-off” of children. Finally, heterogeneity analysis is
conducted concerning variations in the severity of declining birth rates, urban-rural disparities, and differences
in participation in old-age insurance.

The research findings uncover a significant “quantity-quality trade-off” effect among children within families. A
higher conversion rate from quantity to quality of children, both in total and average measures, corresponds to
a more pronounced improvement in economic support. This suggests that despite a reduced number of children,
enhancing their quality can partially offset the economic resources of elderly parents. Furthermore, increasing
parents’ income during their childbearing years benefits the conversion from quantity to quality of children,
thereby augmenting economic support. Heterogeneity analysis indicates that in families experiencing more
severe declining birth rates, the conversion from quantity to quality can narrow the gap in children’s human
capital and alleviate the disparity in family resources for elderly care. In families where parents do not
participate in old-age insurance, the “quantity-quality trade-off” mechanism of children plays a more significant
role in increasing economic support. However, in rural families, the effect of the “quantity-quality trade-off”
mechanism on increasing economic support has not yet materialized. Given the current challenges of rural
aging, declining birth rates, and the relative inadequacy of public pension security, this trend may impede the
enhancement of rural family support capabilities.

The findings of this paper offer a new micro-level perspective on understanding the impact of the “quantity-
quality” transformation in population structure on elderly care in China. They also provide insights for
optimizing family support policies for the elderly: actively promoting the conversion from quantity to quality of
children seems to be a feasible approach.
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