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Abstract

This report has three parts. Part | is a general report on macro-economy, Part
Il is a collection of reports on specific macroeconomic issues, and Part [l is a report
on regional economic development prospect.

Part | reviews the current situation and problems in China’s investment,
consumption, trade and finance in 2013, and presents a prediction and prospect on
main macroeconomic indices. The economic trend in 2012 continues in 2013, GDP
growth rate continues to decline, and the annual growth rate in 2013 is expected to
be 7. 6% with CPI 2.5% . The targeted growth rate of China’s economy in 2014
will be 7% , but pressure of structural slowdown still exists. We predict the growth
rate of 2014 to be 7.4% , and the trend of sustained and stable growth will be
maintained ; CPI will stay at a stable level below 2. 1% , and PPI will be negative. In
2014, there will still be many adjustments, aimed at pranoting struetural adjustment,
adjustment to reform, steady growth and risk management. Only through stabilizing
fiscal and financial structures could accumulated risks be reduced, structural adjustment
be successfully realized and reforms be advanced. Potential growth elements are
analyzed and economic prospect in 2013 —2018 is predicted. Considering the distinct
features of changes in supply-side factors, a multi-layer analytical framework centered
on a standard growth accounting equation is established to decompose potential
growth rate and forecast economic growth. Based on long term nonlinear dynamics of
labor supply, capital and urbanization rate, China’s potential growth rate in 2013 -
2018 is predicted to be 6.4% . Considering potential problems in China’s economic
growth and dynamic trends in macroeconomic variables, supply-side policies that aim
at stabilizing economic growth and structural adjustment include perfecting
competitive market, improving relative price system, transforming incentive — driven
economy, increasing the efficiency of structural transformation, reducing input costs
of supply factors, and constructing appropriate social security system to meet the needs

of China’s current situation.
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into different aspects of China’s macro-economy, including regional innovation and

Part Il is a collection of reports on specific macroeconomic issues, and probes

its determinants, technical innovation in firms with different ownerships, approaches
to nurturing new driving forces for growth, international comparisons of overseas
investment, and the patterns, trends and problems in urbanization.

Part Il is a report on China’s regional development prospects. In order to
conduct an objective assessment on the sustainable development and transformation
and upgrading, we put forward an assessment system of development prospect, which
includes 60 indices and covers economic growth, growth sustainability, government
efficiency, improvement in general living standards, and the evaluation model is
principal component analysis. Development prospect indices for China’s 30 provincial
regions between 1990 and 2013 were calculated and ranked, and the determinant
secondary indices in these regions were analyzed. It is found that under fast economic
growth, the performance of all provincial regions have improved, as have the quality
of economic growth and the capacity for sustainable economic development, but the
growth rates of development prospect indices in central and western regions and the
whole nation have slowed down or even declined. Specifically, among the primary
indicators, people’s living standards have a weight of 31. 75% , the sustainability of
growth 30. 10% , government efficiency 21. 72% and economic growth 16.42% |,
which shows no significant differences from the weights in 2011. Among the
secondary indicators, the highest weight index is the people’s living standards, which
is 28.84% , the next index is growth potential with a weight of 15.49% , social
security accounts for 13.27% , and government efficiency accounts for 8.46% .
Among specific indicators, urban basic pension coverage rate is the highest weight,
which is 3.49% , and the weight of rural social pension coverage rate is 3. 34% ,
annual rural household net income per family member is 3. 31% , urbanization rate is
3.26% , urban basic medical insurance coverage rate is 3.22% . This reflects the
significance of urbanization-related indicators including urbanization rate, pension,
unemployment insurance and basic medical insurance during China’s transition from

industrialization to urbanization.
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