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Retirement, Grandchild Care and Economic Growth
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Abstract In this paper we study how retirement affects economic growth through the
mechanism of grandchild care. Retirement postponing reduces grandchild care time, which
affects human capital by two channels with opposite directions. On one hand, as fertility time
cost rises, young adults increase spending on children’s education because of the substitution
relationship between quantity and quality, which boosts human capital accumulation. On the
other hand, as the labor supply decreases, young adults improve skills at a slower pace be-
cause of the learning-by-doing effects, which hinders human capital accumulation. We find
that there is an optimal retirement age that achieves fastest economic growth.
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