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Human Capital and Economic Fluctuation: An Analysis of the

Role of Human Capital in Counter-cyclical Adjustment
LU Lin', SU Li-feng', SHI Jian-jun’
(1. Institute of Education and Economy Research, University of International Business and Economics

2. School of Statisticss University of International Business and Economics)

Abstract: Understanding the relationship between human capital and economic
fluctuation is of great significance to exert the counter-cyclical adjustment function of human
capital, accelerate the supply-side reform of higher education and promote high-quality
economic growth. This paper conducts an empirical study on the relationship between human
capital and economic fluctuations in China. The result of the two-stage overlapping generation
model shows that human capital investment is counter-cyclical. In the past 30 years, The
human capital and economic fluctuations of China have successively experienced four stages
of static coordination, static non-coordination, dynamic coordination and dynamic non-
coordination. Human capital plays an anti-fluctuation role on economic recovery through
“round causality effect” by accelerating human capital accumulation, skill-biased adjustment
and international flow. Results of this study can be used as a reference for policy making of
higher education reform. education investment and talent cultivation in China.

Key words: human capital; economic fluctuations; higher education reform; Markov

regime switching model

(REHRE: XNiFR RERKX: XFZ #AKE)



