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How Could Loosening the One-Child Policy

Affect China’s Economic Growth
A Theoretical Analysis Based on Within-Household
Old-Age Support

YONGPING Li1U

(Fuzhou University)

Ming Lu

(Fudan University)

Abstract By integrating within-household old-age support and death bequest into an o-
verlapping generation model, this paper examines the relationship among consumption, sav-
ing, education investment and economic growth if the one-child policy is loosened. Our analy-
sis establishes the following results. Firstly, loosening the one-child policy does not necessa-
rily result in higher economic growth. It depends mainly on the elder dependency ratio, cap-
ital-output elasticity in production, child dependency ratio and the necessary time for child
care. Secondly, under the one-child policy, the household saving rate has nothing to do with
the child dependency ratio, but the child dependency ratio has negative effect on education in-
vestment. Thirdly, on the basis of current parameters, our simulations suggest that loosening
the one-child policy may result in the decline of economic growth. This decline may be
strengthened by the aging trend. In brief, we find that loosening the one-child policy may do
harm to China’s economic growth. To sustain economic growth. China should continue to car-
ry out the one-child policy for a long time.
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