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On the Relationship between Aging and Macroeconomy

Zhai Zhenwu Zheng Ruizhen

Abstract: Driven by decreasing fertility along with improving life expectancy the world is entering an
irreversible aging society. As a developing country with the largest population China will be experiencing a
sustained and rapid aging in the next 40 years. It is widely held that aging would inhibit the economic growth
of China leading even to recession. While the United States is also facing the aging problem a research re—
port prepared by the US National Academy of Sciences has reached different conclusions about the impact of
aging on macro—economy. Population aging would have a significant impact on government expenditure; how—
ever its impact would be very small on labor productivity innovation and asset prices. Accumulation of pri—
vate assets due to aging may even have a positive effect on the economy. Overall the impact of aging on liv—
ing standards is limited and the overall macroeconomic impact is moderate. These views and conclusions a-
bout the relationship between aging and macro-economy have important enlightenments and implications for the
related ageing studies in China.
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2 1979
Figure 2 Response to the 1979 Post-Employment Wage Reform in Denmark
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Figure 3 Increase in Life Expectancy and Decline in Labor Force Participation in 12 Countries 1960s to early 2000s
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Figure 4  Age Distribution of Great Inventors and Nobel Prize Winners
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