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The Cohort Human Capital Dividend in Chinese Labor Market
Li Bingbing Qu Yue Cheng Jie

Abstract: The traditional demographic dividend in China is gradually fading, and the importance of the human capital
has become even more prominent. This paper constructs an analytical framework of "cohort human capital dividend",
taking into account the returns to education, experience, and the years of education and work experience of the labor
forces in different cohorts, and measures the differences in the average level of human capital between the cohort newly
entering the labor market and the cohort about to exit. By using the micro data of the China Urban Labor Survey, the
paper finds that the return to education increased from 6.50% in 2001 to 9.57% in 2010, and remained above 9% from
2010 to 2023; the return to experience was extremely low before 2005, and rapidly increased after 2010, and the return
to 30 years of experience increased from 21.57% in 2010 to 37.82% in 2023; after the experience- income curve
reached its peak, the rate at which income declined with experience was accelerating. The higher educational attainment
of the young labor force and the still high return to education in the labor market have, to a certain extent, compensated
for the loss of experience caused by the exit of elderly labor force. From 2005 to 2023, the average level of human capital
of the labor force aged 20- 29 was 1.06- 1.23 times that of those aged 50- 59. The average level of human capital for the
new cohort entering the labor market is higher than that of the cohort about to exit, indicating the existence of cohort
human capital dividend in China's labor market. It is imperative to prioritize the accumulation and development of
human capital throughout the life cycle for the sustainable progression of China's economy.

Keywords: Human Capital; Demographic Dividend; Cohort Replacement; Return to Education; Return to Experience



