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1. Production factors analysis of China’s economic 

growth  

(1) Economic growth and factor analysis in past 30 years  

 From 1978 to 2011, the GDP growth rate was 9.9% 

 Cobb-Douglas method and CES (elasticity substitution)  

 Capital stock, total employment expansion and TFP 
contributed  6.3%,0.9% and 2.8% 

 Labor transfer form agriculture to other sectors, 
technology spillover form FDI and foreign trade and 
others including R&D, education contributed to TFP 
1.2%, 0.9% and 0.7%.  

 



22-Oct-2012 

2 

Demographic dividend created at least 2% 
of economy growth. Demographic dividend 
could increase savings and investment, 
increase capital stock. 

 Chinese economy relied more on capital 
and demographic dividend  

Technology innovation (TFP)  has little 
effect on economy and relied on foreign 
trade and FDI  

Contribution of factors to economy  
from 1978-2011 

Growth rate (%) Contribution(%) 

 

Share of 

contribution(%)  

Capital Stock 11.5 6.2 62.6 

Employment  2.0 0.9 9.1 

TFP 2.8 28.3 

Where： 

labor transfer  

 

1.2 

 

42.9  

  Technology      

spillover of 

external economy 

0.9 32.1 

others (R&D)  0.7 25.0 

Total  9.9 100 
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Economic Situations during each 

 Five-Year Planning Period 

GDP CPI 

Sixth (1981-1985） 10.7 3.7 

Seventh (1986-1990） 7.9 10.5 

Eighth（1991-1995） 12.3 12.9 

Ninth（1996-2000） 8.6 1.8 

Tenth（2001-2005） 9.8 1.2 

Eleventh（2006-2010） 11.1 2.9 

1978-2011 9.9 5.2 

(2) The factors analysis in medium-term especial 
in “twelfth-five year” planning period  

Demographic dividend is gradual diminishing, 
the population aged from 15 to 64 will reach 1 
billion in 2013 and then decline. 

Capital accumulation will slow down 

Technology spillover form FDI and foreign trade 
will slow down  

From 2010, China become the up-middle 
income country, per capita GDP was 4430 US$. 
The migration workers salary was increasing. 
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Economic growth and Contribution of 

factors  from  2000-2015 

2001-2005 2006-2010 2011-2015 

GDP Growth Rate （%） 9.8 11.1 8.0 

Capital growth rate (%) 12.2 14.9 10.2 

Employment growth rate(%)  0.7 0.4 0.2 

TFP 2.8 2.7 2.4 

      

Contribution of capital(%)  6.7 8.2 5.5 

Contribution of employment 0.3 0.2 0.1 

TFP 2.8 2.7 2.4 
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(3) conclusions 

 China has a danger to into Middle-
income trap 

 The potential output growth rate will 
decrease   

 China should change the growth model 
to rely on  the institutional and 
technology innovation through increasing 
TFP. 

2. Demand factors for Chinese economy  

(1) The situation of demand  

 The consumption rate reached the 
periodical peak position in 2000, with 
46.4% and 62.3% respectively, and then 
began to decline continuously until 2010. 

 Net export proportion reached 8.8% in 
2007 and then decreased. 

 From 2009, the driving force of economy 
relied on investment again. 
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(2) The cause of low consumption 

 The disparity of income. The salary in 
GDP decreased from 53% in 2000 to 
36.1% in 2010.  

 Income gap widening between different 
region, industries, income level is 
remarkably high in  monopoly industries 
and SOE. 

 Real property price was to high. 
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(3) conclusions 

 The recovery of world economy will be at 

a slow pace, china’s export will slow 

down 

 China should rely on domestic demand, 

especially consumption.   

 Resolve income distribution and stabilize  

property price   

3.Some policy suggestions for medium term 

(1) Expending domestic demand  

 Adjust income allocation  

 Turning SOE profits to social security fund. 

 Wage collective bargaining system and 

minimum wage level 

 Income tax collection with household not 

individual.  

 Implemented real estate tax system and 

resource taxes system  



22-Oct-2012 

8 

Speed up the process of urbanization   
Public renting houses for migrant workers   

 Invest in social infrastructure facilities such as 
education, health care  

Stabilize real estate price by lower land price  

Stimulate private investment   
Build a multi-level financial system and marketing 

interest rate, such as venture capital, PE and etc.    

Relax restriction on market access for private 
companies in some areas.  

Reform SOE  

(2) Encourage innovations  

National strategy of science and 

technology 

Strengthen the intellectual property right 

protection  

Use international technology resources 

and human resources through M&A 

(Mergers and Acquisitions), etc. 



22-Oct-2012 

9 

(3) Adjust the industrial structure 

 Foster strategic emerging industries such 

as ICT, biology, high-end equipment, 

new energy vehicles 

 Upgrade traditional industries  

 Develop service industries through 

changing the business tax to VAT    


