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Abstract

Marx gave his points in the preface to the first edition of Capital Vol. 1,
“from which the evolution of the economic formation of society is viewed as a
process of natural history, can less than any other make the individual responsible
for relations whose creature he socially remains, however much he may subjec-
tively raise himself above them. ” All these “relations” consist of the institutions.
The revolution of the Capitalism in the western world brought a new era of eco-
nomic fast growing to the world. The birth of new China starts up a new time of
the modern economic growth. The reforms of Socialism Market Economics bring
China into a fast growth process. With all the facts and histories, we can get the
conclusion that, the institutions are the key factors to the economic growth and
development.

The target of this research is building a theoretical analysis framework of the
institutional effects on the economic growth. The framework includes the analysis
of demands and supplying behaviors on the model of individuals’ behavior laws,
the analysis of the equilibrium of the demands and the supplements and economic
cycle laws, the systematic analysis of institutions system and the effects between
the institutional changes and economic growth, and the final analysis of the
effects on each elements of the economic growth by each tier of institutions. The
analysis framework will play an important role in the institutions constructions and
reformations for the economic growth in the future.

In the chapter 1, the motivation and capability analysis model is built on
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the laws of individuals behaviors. Based on the economics forms, in the author’s
opinion, a new hierarchy model of the individual’ s motivation of demands is giv-
en. The new hierarchy includes basic needs, improvement needs, and the super-
ego needs. These models will be regarded as the external starting points of all the
research.

On the demand side, the demand constraint theory is given. The demand
growth is one of the key elements of the economic growth. The demand growth in-
cludes quantity growth and composition growth. The quantity growth is limited
based on the demand constraint theory. The composition growth is related to the
supplying innovation.

On the supply side, the cost bottom and resources constraint should be con-
sidered. The enterprise is the key unit in the supply analysis. The motivation and
capability model will also be applied in the supply analysis. The supply growth is
also consisting of quantity growth and composition growth. The quantity growth is
coming from production factors growth and production efficiency growth. The
composition growth is coming from innovation.

The effective equilibrium is a new concept in the research, which is an im-
portant reference to the factors analysis of economic growth.

The origin of the institutions is analyzed through the review of human histo-
ry. Then, the classification and changes analysis of the institutions is based on
the economic theory. For the dimension of the institutional supplier, the institu-
tions can be divided into three levels: Soft Institutions, Enforcement Institu-
tions, and Contract Institutions. For the both sides of institutions demanders
and suppliers, the return analysis model of institutions supply and changes is
built up. Respectively, the effects of the three levels institutions is set forth on
the motivation and capability of human behaviors, demand, supply, economic e-
quilibrium, and institutional changes and economic growth.

After the analysis on theory, several empirical analysis are given on the in-



stitutional effects on the modern economic growth in the western world, the insti-
tutional changes and economic growth in Japan, the institutional changes and eco-
nomic growth in China. In the chapter, the comparison analysis is also stated be-
tween China and Japan, which is the evident of the decisive role of the institu-
tions to economic growth. And, the analysis forwards to the institutional impact
on economic growth in current China.

The main points and conclusion are stated in the end part of the research.
Economic growth owes to innovations; Innovations owes to the investment of the
intelligence resources; The investment of the intelligence resources owes to the
competence, value institutions, and the comprehensive impacts of the institu-
tions. Both the innovation of technologies and the management are derived from
the investment of intelligence resources. Fundamentally, the institution is the key
factor of the investment of the intelligence resources. It also causes to the innova-
tions, the speed and the persistence of the growth.

There are some developments in economic theory, which are: the motivation
and capability model on individual economic behaviors, the elements framework
of the economic growth, demand constraint theory, supbly and innovation theory,
economic equilibrium theory, economic cycle explanations, institutional classifi-
cation, the economic analysis model of the supply and changes of the institutions,
and the analysis framework of the institutional impacts on economic growth. These
build up a whole system of the impact on economic growth of institutions.

The research also gives a new point on China Reform. There are instiutution-
al dividends, which could transform the demographic dividend into intelligent
dividend. The institutional dividend and intelligent dividend will bring long-term

economic growth in China.

Key Words: Institutional Dividend, Economic Growth, Intelligent Divi-

dent.
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