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This paper quantifies the effects of the intergenerational earnings mobility
in an aging and depopulating Japan on the individual welfare and the future demography. The
simulation reveals that increases in intergenerational earnings mobility promote economic growth,
but in the very long run, on the contrary they hinder economic growth.

This is because the increased mobility raises the population ratio of the higher income household
has lower fertility and increases the population share of workers with higher earnings ability
increases. In the very long run, the negative effect of decreasing population exceeds the positive
effect of the increased share of higher ability workers.
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