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Preface

The reform and opening up has brought about great achievements in China’s
economic development, with GDP ranking 2nd in the world. China’s growth mod-
el is characterized by the higher ratio of investment to GDP & lower ratio of con-
sumption to GDP in the world. High amount of investment has resulted in China’s
economic structure imbalance. In this context, it is necessary to change the mode
of economic growth. In fact, continuous increase in investment ratio has led to
obvious decrease in investment efficiency, excess production capacity, insuffi-
cient domestic demand, widening gap between the rich and poor, increasing de-
pendency on exports & escalating trade dispute. To some extent, China has be-
come the object of blame for global imbalance. Therefore, systematical investiga-
tion into internal mechanism of structural transformation will pave the way for the
transformation of China’s economic growth model & sustained economic growth.

This thesis employs a standard empirical method in analyzing the influential
factors in structural transformation of China’s economic growth and sustainability
of economic growth. Firstly, with theoretical and empirical analysis of interna-
tional experience, basic law of structural transformation and generalization of in-
fluential factors are drawn, which would lay the foundation for the analysis of in-
vestment — consumption structural transformation. Secondly, an empirical & theo-
retical study shows the stage of China’s investment — consumption structural trans-

formation as well as influential factors. The third part makes an analysis of influ-
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ence on investment — consumption structural transformation in China exerted by
credit preference constraints and demographic shifts. And tentative study has
been conducted on increasing returns characteristics in the process of investment —
consumption structural transformation for the sake of prospects of sustainability of
economic growth. Finally, on the basis of theoretical and empirical analysis, the
way of choice for the transformation of economic growth can be deducted.

In the thesis, theoretical and empirical analysis demonstrates on the one
hand, in the process of economic development, ratio of capital to GDP presents
inverted U — shape characteristics with rise followed by fall, which is mainly
caused by dual economic structural transformation. On the other hand, China’s
higher capital ratio has its distinctive features, which can be attributed to govern-
ment — driven factors and lower financing cost of state — owned enterprises. This
thesis, by building a growth model, which divides a personal working period into
two phases, shows consumer credit market perfection exerts a notable influence
on economic growth structure, supported by China — US data. It also reveals that
labor ratio and demographic shifts have significant effect on investment and con-
sumption structure. In the process of China’s economic growth, investment does
promote progress in productivity except that in the eastern regions. The conclu-
sion could be drawn that a combination of dual economic structural transformation
and government behavior is responsible for higher investment ratio in China.

On the whole, China’s high capital formation ratio is inevitable yet distinc-
tive. One factor is that in the process of China’s economic development, rapid
changes in the dual economic structure necessarily calls for a high capital forma-
tion ratio. Meanwhile, government action has significant impact on capital forma-
tion, because the government is more concerned about aggregated economic

growth under unconstrained competition, regardless of the cost of economic
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Preface

growth and the sharing of the fruits of growth. Expenditure on production comes
prior to welfare in government expenditure structure. Another important factor is
the diverse preference in investment and consumption for China’s economic growth
model of high investment and low consumption. Moreover, with the pace of
China’s reform and opening up consistent with demographic dividend, favorable
demographic structure not only provides sufficient labor resources for economic

growth, but also significantly affects the level of investment ratio.

TANG Xiangjun
June, 2013
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1.1 HREEX

1.1.1 =

SV KRV P & NSRS, hh A% EAETEK
TR EZEF? 2B EZE KB, A K E K ERAT?
W SEBRRFLE R S UF I K 7 48 BT 2 N 3 28 [a) 31 i) ] 280 DA SR B A 458 Ak 2ot
YPMETFHEMT, BREALHT =B BERE. E-RHN.
REEMERWEN

Solow (1956) MHEAMBZAEMBSEALHKENESR, HE
WARBKEWRS, BALRBBMER, £ELFH KBRS, &
o, ‘T BEEZTE K LB SRR . Barro (1992) il
HEISMELIE R R, & BT KK B & B E AR KR 2R
S B F AR AR E Ko F A 2E B R A H Y AR R KF 2
RZH, FERNFHENER — AN FEA M EHITHRBE (Lucas,
1988; Mankiw, Romer and Weil, 1992), #—#£# W ANTEE. BA
EREBREANZRNBEELTH KN ERRME TRIFOME, BREEKEZ
BHGERERY, RAZZEWENAARSELFHKEFOFEEFRH,
HEABABAZZRWEREER A RSEATHKEFNEERNR
(Solow, 1956; Jorgenson and Eric, 1967),

Mo, BAPAHRBRETSEEFRKEFR? BARAE b2 28
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FEATREERHXLE ., BAR Solow (1956) MEARFELEZFHK
FEE RS T RS, AdEABREEREL HIIEHREEH, X
— B E P 20 4 80 FR A A Fr it 2, Romer (1986) #il Lucas
(1988) ZHIMNBEARMANFEASNFHEAEHETEE, At, EER
X EBE AL NAALTE A T Romer (1990) ## S, T —ARidL#BITdE
SR AR A P R A, R, BT HEFH =&, Wil
W FRBERBRABPF LS, X5 R THEKBARBHE “=" KHAH,
#£ Romer (1990) AR ™ 22 H o] LA 28R, AR E S
77 il B 28 B0 54 o4& B ) K . Grossman and Helpman (1991a, b) .
Aghion and Howitt (1992) # 7 T HARAEHELR, W™ & 5 & i 5t M
ERNERAELWER, A, EZEEZEHEZNAERER, &H
SEMKNERBR-BIMARESRHE, EHRBZ KL E RS
] Az 7= 8 4 R T RE R AT 2 b PR B 7 2 3 T f DA Rl o B R A R
BEEESFHMKEER,

North (1981, 1990) 43t TS B HlER BN FAFH KK
Tk, IAAEZEMANAM RIS ELTKEPRE THYEZNIE
Mo FERH B EZ AR RMERE), REFETT T 5 R E FriE i i
il 2T S [5) 5 f l [X 8 U K JR R i), L R A A A B L IR b 1 i R o
JE X 24 3 ) 7= AR P FIBUR LA B RSB, Acemoglu, Simon,
Robinson (2001, 2003) Xftfa] @M T F 2 SLUER 5. 1F 40K M I
W —BIRIT AN R R R WA RN, 2 ¥EEE X i
T TWRARGT (Barro, 1997; Persson, 2003), 7Ef# BT K27 &
BWEHEGFEE, 2FHKIEEHTIET RESEEWIGE, KE EZE
P EEREAME H CSREERREBET B, URELFHMKIR PSS
WEAERN, M EKABRPHEHEZC RAF PR AL (Ace-

4



