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Abstract

Since 1978, great changes have taken place in China. The
speed of economic growth is great. All of the world pay much atten-
tion to China’s great progress. In the process of economic growth,
what’s role of human capital? This is the main topic discussed in
this paper. Based on the theory of western new — economic growth,
especially Romer’s and Locus’s. I try to construct a configuration of
analysis, which contains a model of effective labor input and a model
of human capital externality. Analyzed on the factors of those two
models, the roles of each factors on the economic growth are dis-
tinct, especially the role and the mechanism of human capital. The
objective of this research is to give some feasible advice on the sus-
tainable economic growth.

The main conclusions of this paper are:

(1) The relationship between GDP and input factors has the
feature of Cobb — Dauglas production function. Human capital has a
deep relationship to the economy and it has a significantly external
effect on non — human capital factors.

(2) Comparing the model of effective labor input with the mod-
el of human capital externality is to make sure that, in the model of
effective labor, the rate that the capital and other non — human capi-

tal factors, which contribute to economic growth, contain the rate
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that human capital externality does.

(3) After functionally analyzed on the effect of the human capi-
tal on the process of technical innovation, technical diffusion and
technical progress, the role of human capital is the source of innova-
tion, the carrier and storage of technical energy. All in all, the tech-
nical progress is determined by the level of the storage of human cap-
ital.

(4) The specialization’s human capital plays a more important
role on the economic growth than the ordinary human capital does,
especially in the secondary industry and tertiary industry.

(5) The direct and indirect rates that human capital contributes
to the economic growth have been high since 1978, which have been
t0 9.99% and 6.70% respectively.

(6) Based on the predetermination on the model of econometric
analysis, the level of human capital should be increased by 1.22%
per year in the later 10years, which is necessary to realize the objec-
tive of economic growth. Moreover, the average span in which per-
sons are educated will reach 8.87years. The population of college or
over will be more than 654 million before 2010 .

(7) The estimation of the model of human capital externality in
three industries has passed significance test. There are differences
between the effects of human capital on different industries. The
output elastics of the secondary industry and tertiary industry are
higher than that of the primary industry.

(8) From 1978 to 1998, the speeds of human capital increasing
in three industries are 1.34% , 0.75%, 0.69% respectively. The

rates that human capital contributes to each industry are 23.33 %,
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6.20% , 6.54% respectively.

(9) The changes of industrial structure affect the role of human
capital .On the other hand, the improvement of human capital will
also improve the industrial structure.

(10) In different areas, the ways or types of economic growth
are different. The main type is capital — amplified growth, and then
human capital storage growth, complex growth.

(11) The low level of human capital is the big obstacle for de-
velopment in the west of China.

(12) If human capital growth did not keep the same pace with
capital growth, the capital productivity would be decreased. The
main power of economic development is the great growth of human
capital.

(13) The opening market and right policies are also necessary
to increase the capital and human capital productivity. The market

system, policies and state also influence the effect of human capital.
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