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ABSTRACT

China’s economic performance since the onset of economic
reforms in 1978 has been remarkable. However, the rapid pace of
growth of provincial econemy coexists with substantial differences in
growth rate and level of per labor GDP across different provinces in
China. The issue of coordinate development has recently moved to the
top of the policy agenda to share more broadly the benefits of economic
reforms.

The traditional wisdom related to this phenomenon is conditional
beta-convergence, or delta-convergence, or both. Generally
speaking, although these two statistics provide valuable insight into
this phenomenon, as shown in many theoretical and empirical studies
inferences hased on the behavior of the two statistics are incomplete.
In particular, the answer to the question of how to implement the
Scientific Concept of Development depends on how the shape of the
entire provincial economy distribution has changed over time ( growth
dynamics ) , and neot simply on the behavior of two statistics of the
distribution. We, therefore, focus on China’s provincial growth
dynamics to exploit more fully the information contained in the shape
of per-labor-GDP distribution and the way in which it has changed
over time. Specifically, the dissertation is seek to answer three
questions, that’s what’s the intertemporal property of China’s provincial
growth dynamics, why it’s, and what the provincial economy

distribution looks like in the future.
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Theoretically, we model the spatially gradual reform in the
context of an imperfectly competitive economy consisting of islands,
and interpret the reform as a move from a bad to a good equilibrium in
each island. We present the Economic Special Zone for generating the
spatially gradual reform from one island to another, in which the
transformation from a unimodal into a bimodal distribution
characterizes the growth dynamics in the entire eC(;nomy. In terms of
Quah’s, there emerges the twin-peaks convergence or two-clubs
convergence in the economy. Furthermore, we show the bimodal
distribution remains unchanged in the future if there emerge lock-in
effects in the spatially gradual reform, and vice versa.

Does our model consist with practice in China? Taking this
question and the above three questions into minds, we takes strategies
in empirics as follow .

First, the dissertation examines changes in the distribution of per
labor output across 30 provinces over the period 1978 ~ 1998 , finding
that the provincial distribution is gradually stratifying into a bimodal
distribution. The 1990s has seen substantial changes in the
distribution of GDP per labor across provinces in China. In the upper
half of the distribution, a number of provinces have exhibited large
Increases in income relative 1o the richest countries. In the bottom
half, several provinces have seen incomes fall relative to the richest
countries. The net result of these changes is a movement in the shape
of the GDP per labor distribution from something that looks like a
normal distribution in 1980s to a bi-modal “twin-peaks” distribution
in 1990s.

Then, the dissertation mainly focuses on identifying the forces

behind the emergence of the twin-peaks phenomenon. Based on data
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envelope approach, we decompose growth of labor productivity across
30 provinces into components attributable to technological change,
technological ~catch-up, physical capital and human capital
accumulation. We analyze the evolution of the cross-province
distribution of labor productivity in terms of the quadripartite
decomposition, finding that primarily physical capital deepening drives
both growth and “ twin-peak ” convergence across 30 provinces in
China. For robustness, we employ O'Neil framework to decompose
the growth of labor productivity across 30 provinces into components
attributable to capital levels, the return to the capital, education
levels, the return to education and the residual finding that the
constantly widening invisible gap in capital accumulation between the
coast and the interior has been resulting in a reduction in income
disparity within each group, and an increase in income inequality
between the two groups, that’s, the twin-peak convergence emerges in
China. Moreover, We focus our attention on differences in institutions
and policies, which are called social infrastructure in terms of Hall
and Jones (1999). We propose the testable hypotheses that the
current disparity across provinces is fundamentally determined by the
current endogenous social infrastructure. Exploiting differences in the
development of private industry before 1956 as instruments for current
social infrastructure, we estimate large effects of endogenous social
infrastructure on current income per labor, and also document this
relationship is robust to controlling for geography, NERI index of
marketization of China’s provinces, and technology choice index as the
proxy for a province’s development strategy. Up to now, we can
conclude that provincial growth dynamics in China is fundamentally

determined by the current endogenous social infrastructure, which
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coincides with the predictions of the model.

Last, the dissertation projects the provincial growth dynamics into
the future, and suggests a number of interesting findings. First, it
seems likely that the current trend, the bimodal distribution can
gradually disappear in the future, which may take long time. Second,
growth miracles have been more common in recent decades than
growth disasters. Third, the Middle Development strategy will speed
up the disappearance of the bimodal distribution. If these dynamics
continue, the future provincial growth dynamics will involve far more
rich provinces and far fewer poor provinces than currently observed,
which means that the provincial coordinate development will come

true.
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