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Factor Analysis of Economic Growth in China

Xiaofeng Zheng

Abstract

The Chinese economy is changing greatly after reform and open door policy began in 1978. In the
1990s, after the Chinese government adopted a policy of a socialist market economy, its economy has
grown rapidly, and is now attracting global attention.

This paper provides an econometric analysis of Chinese economic growth from 1978 to 2001 using
the Solow-Swan model, and examines the factors and features of the sustained high economic growth
of China.

Chapter 1 briefly explains changes in the important macroeconomic indicators of the Chinese
economy after reform and open door policy in 1978, and describes their results and a new growth
mechanism.

Chapter 2 examines the Cobb-Douglas form production function used in this paper. In this Cobb-
Douglas-type production function, two methods of finding a parameter are examined. In this paper, a
parameter is presumed using the “generalized least squares method,” which is often used in
econometric model analysis. The problems of this econometric model are then examined.

Chapter 3 shows the measurement results and clarifies the economic growth factors. According to
the measurement results of this paper, the average capital share () of the Chinese economy was
0.559 from 1978 to 2001, and the average labor share () was 0.444. Compared with developed
countries, the capital share of China was quite high.

Finally, the features of the Chinese economy and future research subjects clarified in this paper are
described.

Summarizing the analysis results, the biggest contribution to Chinese economic growth was capital
through the analysis period (1985~2001), followed by technological progress. The contribution of
foreign capital was the lowest. However, in the analysis model used in this paper, contribution only by
foreign capital and its external effects are not considered.

Moreover, the capital share was relatively high and the labor share was relatively low. China is a
huge country with a population of 1,300 million, and the reasons for the high marginal product
elasticity of capital are relatively rich labor and relatively poor capital. At the same time, the education
level of Chinese laborers being low and the wage level being quite low is another factor. In addition, it
has been proved that the Chinese economy indicated mostly constant returns to scale through the
analysis period.
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£1 TEEHOEE<Z uifiEoHR
GDP (fi5%) "5 (&) —AZ72)GDP| —AH Y i
By HH AR LN (7E) (T)
1978 3624.1 167.6 1874 379.0 1284
1979 4038.2 2214 2471 4170 131.2
1980 45178 2712 298.8 460.0 137.3
1981 4862.4 367.6 367.7 489.0 135.6
1982 5294.7 4138 3575 526.0 164.6
1983 5934.5 4383 421.8 582.0 180.3
1984 7171.0 580.5 620.5 695.0 219.9
1985 8964.4 808.9 1257.8 855.0 2939
1986 10202.2 1082.1 1498.3 956.0 3445
1987 11962.5 1470.0 1614.2 1103.0 4159
1988 14928.3 1766.7 2055.1 1355.0 504.2
1989 16909.2 1957.0 2199.9 1512.0 547.6
1990 18547.9 2985.8 25743 1634.0 605.1
1991 21617.8 3827.1 33987 1879.0 690.6
1992 26638.1 4676.3 44433 22870 841.2
1993 346344 5284.8 5986.2 2939.0 1174.8
1994 46759.4 10421.8 9960.1 3923.0 1716.7
1995 58478.1 124518 11048.1 4854.0 2027.8
1996 67884.6 125764 115574 5576.0 24405
1997 74462.6 15160.7 11806.5 6054.0 2590.0
1998 783452 15231.6 11626.1 6307.0 2700.2
1999 82067.5 16159.8 13736.5 6547.0 2609.7
2000 894422 20635.2 18639.0 7084.0 28228
2001 959333 22029.1 20164.2 7543.0 3006.7
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#2 WHE®GDP, BXA by 7, FHRAERDT—%

Y (f&78) K (f850) LGN)
1978 6584.3 24501.0 40152.0
1979 7084.7 26574.0 41024.0
1980 76378 28654.0 42361.0
1981 8039.4 30596.0 437250
1982 8763.7 32717.0 45295.0
1983 97184 35076.0 46436.0
1984 111933 37936.0 48197.0
1985 127011 41828.0 49873.0
1986 13827.0 45937.0 51282.0
1987 15427.0 50254.0 52783.0
1988 17165.2 55119.0 54334.0
1989 17863.1 59955.0 55329.0
1990 18547.9 64850.0 64749.0
1991 20253.2 68650.0 65491.0
1992 23137.1 73587.1 66152.0
1993 26258.1 812785 66808.0
1994 29589.7 89402.8 67455.0
1995 32690.9 98280.6 68065.0
1996 35825.0 107545.3 68950.0
1997 38992.1 117069.8 69820.0
1998 42040.6 127070.8 70637.0
1999 45043.0 1375679 71394.0
2000 48624.9 1483579 72085.0
2001 52173.8 161313.3 73025.0

(WAD) Y ixhEEREER, [HEREFEE], 20024, PEBHESHBI 51—V 0%
B GDP #19904E REMK TEBELL72b D TH 5, K I131978~1990F 3B B OH#ERH %
FIA L, 1991~20014 F TOZNIZEZS (21) REACTEHALZD D TH S, Lidd
EERKET R 8 & REEmHErE, [HEEEEE] 20024, HERFEEMLHR

18R—=V X DEIHLABDTH %,

I ErAIER

CDETHEHHRENII85~2001F F COHENEFRRERZWALNICT S, THITOFED
RERRICHE T 2 BT TR, BA, FBHOSERE T TNERINC04, 0.6(SCEERFRIE)

B 1206, 04 (BEDA) L LTw3aY, LaL,
FLERBEATLEI LI T, AEOFERIELRLLHIICL), ROTEEEODLTFT—F 0
ST ALERED L, AR TE—RILR/D 2ES: (GLS) ZHWTa k pO¥EEZITo 72, HE

EFERIIEIDEBYTH D,
BRHF— 2 ZHWCTHEMT AL %, THEHBEZL] v iyREZHANLRL TV, i1

HEBEE Y AT LIRSS REY A

19) $EP, [PE, XEPRFHESHELE), LE=REE 19934F, 126k-,
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£33 HEEE

PIEH GLS
EIE -0.504
(-2.011)

o 0559
(22.287)

B 0444
(4.160)

R F R OEE R 0.081
F 0.936
DW 1617
EAREARM 1978~2001

GF) () ZtETH 2,
(HFT) EEER

IR & OMBIRHOAR (1) BSUIFLIZET 5o /b2 Tk (OLS) THE LR RS &,
REREAZE L B (0994) 12325 5T, ZODW(F—E v -7+ V1) i< (0.736),
B/ 2RETHE LR REPRVBCIED 1 BOHCHE DA Z L 2RLTWAS, HCHHE
VdbY%a, &b 2REOEFNRENFH - SNT, BONLNS -7 P REBNNMEHCE
THOLREDN R BB, —Bfbd/ 2 ik (GLS) CTHEL-EEZR/D2REZHVTHEL
TeREREHRZE, DW (F—¥ V- 7Y V]) Z1617E %), BCHBEIZZ W &8 S 5
ThHbo RERBZRSL0936THL P 0BEMEIRFTHS, LzhoT, KFHTiz—iL
w2 el (GLS) CTHEZ1To 720

SFTRE R XX ERREIZ19784E A 520014E £ T, BADOHEER () DFHHEIZ0559T
Y, FEAHER (f) OFHEIZ0444TH %, LEEL D L, PERIERFEREI D4
DRV, FEIZIMBANZRZIIEEEZRLETH Y, FBHHIVENIT, BEKENMEVD, &
AGEEVHMICH S BoTwB LEZOND,

RIVODHDEHIC, PERFISNHMZEL T, ABCHELTRIZIZINERE (o +
B =1003) THsIEIFEHIN,

Y, SR POPERERELHHT 2B EROHNOERILOERZ R LD D0FE
TdH Do 1985~2001EDHEREFEREDHER O, ENBEATEAIC L 5E55FH555%, Bl
BRI L BHFGENP221%, FEHRAZLD2HF5EDI9%, HEBERICL 2EERH4% LD
JEIZZ2 o> T3, '

ENERPHERFOEELBREERNE 2o T3, ZOFREEERT 220101, —EO
R & RWHBBIRY D 2K EZ T T B LEND S, 3K 5I1319854E % 520014E  THOHIH
DOGDPEEF L HBEREDEH 2 RDbLLIDTH 5,

GDPIZx§ 2HE (BABK) OHFIIHZERLIFEINS bOT, BEEHOERSZ2ET,
ENzehbEHEIEB% LD BEL, SHITBEIFWBIBIEL TS, L, REMHRIZED
LRI, BERERIIREREEOHBELED 5, Lo T, BEROMEN—FETHLMY,
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£4  1985-20014EFFEOZFHEREERSIT (BA : %)
Y EA EK EL
EK, EK,

1985-2001 4% 95 22.1 58.9 555 34 19
1985-894F 9.8 22.6 63.7 62.7 1.0 137
1990-944F 107 34 54.1 50.7 34 425
1995-994F 8.8 36.2 57.9 52.2 5.7 59
2000~20014F 76 32.3 61.0 58.3 2.7 6.7

GE) Y 3HEORNBEEORERTH ), EA EK ELGZhEngdithk B& #B0
BEFGECTH D, EK) L EK, RENER L NEEEOREFGETH Do

(HiAT) EEIER.

#£5 WMEORFRECHKERE (B %)

Y sy % 3
#oomER | Gep | Gyn | am
1985 135 3386.0 385 372
1986 838 3846.0 38.0 13.6
1987 11.6 4322.0 36.7 124
1988 113 5495.0 374 271
1989 41 6095.0 37.0 10.9
1990 38 6444.0 35.2 5.7
1991 9.2 7517.0 353 16.7
1992 14.2 9636.0 373 282
1993 135 14998.0 43.5 55.6 .
1994 12.6 19260.6 413 284
1995 105 23877.0 40.8 240
1996 9.6 26867.2 393 125
1997 8.8 28457.6 38.0 5.9
1998 78 29545.9 374 38
1999 7.1 30701.6 371 39
2000 8.0 324998 36.4 5.9
2001 73 37460.8 380 153

(HFT) HEEFRRER [HhEREHEE2002].

R EREE AL, 20024F & D FERL

BEVERTHNEH B2, BEDBHCEET LI LIh 2, 2, ARCBITEER
BFEER2 L, 1985~95FETRBRBERRFLSF UHMOEGHEREEE LR->TBY, HEXESL
ALTWEIEEZRLTVS, ZOHH, KERREN-FEY (57%) 1990FICBWTHE
DREFRER 38%) % LEoTw5E, BEEEREFEH1989-90F, oMM %ZBRITIZEVAK
BIZELTVS, HEPDLATYH, ZEMGDPIILED L RBEEEARAREDEHEHN0%ZEE 5

20) Wk, [HAORBERRE] (B2, RERFEHHA, 19924,
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EXZ < v, M—ARLZTFBEREHCEBRERERL BT 2, Y ARI[HREIRE 2P ]
LEDLNBBEFETN, 29 LRBHRECEEINLET, 7V ROROEFERIER S
NeDTH b, FEDOHEED, HLOEEBHOBEA2ERL LAERLEBREVBERES
J—FL7z&w) BT, BAROBERE L LBOUEERF->TWD,

19855 HIOEMRFTF- T T, FEOBRBERERIRBREIC Lo TRV E, o2 LA L, 904
RBBED S PEORBRRIE, IOERFTELHERDE LRREL o TWDE, FRIT19974E ) 52000
O, WERERIIEL, ALRHOBERERLZ TH> TW5, £ORKIZI97TEE D S5k
Fo7 VT RERERL FEREEOREDHH D00, EFEURFPEORERNE L BEELRBER
BHbHEBDNS, HEIFHHEBEBLE, b 920EMEEZ&ET, FEREERH» SHAEEHTS
REEAHICER L, BEEEDRESEM L. BAERNEAE LTS L, L) bIFEEAREN
HOLLEPETITHEoTWALEILETHSL (BAEFDIRT0%EZBZTW5E), FEAFEE
DEBEEB IR EEBORENEBERE Lo TRbHE WL 5,

—EOBREFIIHREFEHEICE - T, BHFRELRMEED D5 oMb, FEHOBEE, RHE
HERIEFLERELIEFFALERENEOTVE, MatT—2 12X 5L, BEORBKREDI K
BRED%EBLTWEY, ZOHTEEGCHVIIEEARFENOEETH 5, THEHE
WMOTT, BL22WEEH > T AHEFKRE LT, BFLEEORBITHIIKRE 220D b
B ORBTEIREFESFRBE TS L, ARBETIEEMNT 2, Larl, REXEOLEE
IBOFRE L HICREMBERICE o THEIWMTDONS, 2F ), HRBHECTOHREIEML, Ak
RETOREIZRIT 5,

2HFHOBRRERIIBMESRTH Y, 1985-20014F DB EFG-RIF221%TH %, S0EMHE]
1220% A L CTdh B7%, 1990-944E D BIZHMERIC X ABREFGFRIIDE VLS, 34%TH 17,
199548 % SEMER DR EF S RIINB ZBA 720 TOBBERISDELEE LN, BWEEbI
ERHHO VA, BEREPHOBARBEFRLHERNVEEL THEVEIZWZ RV, biAIZ, BE
DA, 1951-584F £t 47 #E 2 L 1342%, 1958-674E55%, 1967-734E50.4%, 1974-794E78.9%,
1980-844E74.9% TH 5%,

SEFHICKELERERIIFE NI TH 5 (FE5FIL19%) . AL, EARL D L —FE,
BEAOZEZ 558EE FEOFEIRSCERBBRZERL, ChETRERELZR T2 00,
BEDOENH LV, HBHIANKICBEZ LIV, 2EROHBE LTI 7-5E KR ILE,
EBFEOFHEDD L, BAOAFHEZDEFLVWIEI VS (2000425 BENI H, XH
II6.72%TH 5)", BEHE L ZIFBEOLHHE T A HFILER LB LTS

21) FEEZRGEER, [PERKEHES], PERETHMRE, 20024,

22) OB REMESLE, —RERBENER S -7

23) HABEYL [REAE], 19854,

24) BUEBE - #BE - HHE [DenisonZER M EAPERFHEE] | [TERMEAcFESR] (BARER)
JEFEAREAE I RAE  20024E 4538555 45 489%— T,
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6 1985EDIEREERER ARG T IRT (BAL : %)

4 GDP REERER SR SR S FEEAE 3
BLIRH BERE HREBEE BREBEE
1985 135 3838 4138 332
1986 8.8 227 237 20.7
1987 116 215 17.8 29.0
1988 11.3 254 233 29.1
1989 41 7.2 -7.0 -7.6
1990 38 24 6.3 -45
1991 9.2 239 244 229
1992 14.2 444 481 37.3
1993 135 61.8 441 470
1994 12.6 304 21.3 24.7
1995 105 175 134 23.7
1996 9.6 14.8 10.2 17.3
1997 8.8 88 9.0 6.1
1998 7.8 139 174 9.0
1999 71 51 38 28
2000 80 10.3 35 31
2001 7.3 13.0 6.7 42

(AT £5IIZH L,

PIENT , SBORRLBERE, BRKEDE LD SRR SWIERR by
2T TRL, FRHEOHRFTRIMEL L TAWEAR] OBRICELIRETH 5,
ABZBHOBREER L 2o 2OBNEERTH 5. AR THEERL VI DRXEICHEERRE
(FDI) T» 5%, BERENOFERIIDTH34%™ TH b, WIITHE - BRI, SEE
RPBEAD L) ICHMLERTETEY, ~HOEETINEREDY = 7H 7% ) B\, 19974F
DEBHREDZAEIL, TEIM2E FVTT AU AICKRCTHRE 260 L Lo TR Lo L,
KX DOGHRER TRITEOBERENOFSGREIP R VKL ZoTwb, TR TOERET
HoHLEZOND, —D), HHEEEEIBREREIC LD 5 HAEIEAIICS BV, b ) —o
X, KX TOFIRBREZAEEREDERRFZETOFGETH S, LirL, HEEA
DRRIFERICE LT LT, Hll, BRE/  ONVOBERLREFNLVEELRERE2H O, 2% 0,
AEERZRER S 70 THEHE - MENLERRENOEEEZITXTHZDERES TRV, &
X TR LR LV BEREVETTHY, NEEREEEOREIEETHSL LW D,

25) VE24E W Lo 20006 BERBF R Z T LHBEOEFHE N T LHRIII6%THS, T2, 22
TESEHFTL VI DIKREULEZKT,

26) TEMWOFRERICI NI, NEERICILZFSGELIS % THD, TEW [MEEEKETHE
BEHEENERME ], HEAZEDEREMEL Y ¥ — 20014, 7R—,

27) World Bank, World Development Report 1999/2000, New York, pp. 270-271.
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WEBB LI, PEREFEFHIONEVCEERTHRETE 20 I T IELER L ERED
ol TTRMEHBLRTERS W X, B/NEXR - RREEPEN o2 T
Hbo TNETEREHFRICMONTELETHEBERBORIZMBIES N, HEMAEERSE 3 REXE
DREINTEALCEE, PEPEELZEBRNNY—VIRDDOHDLILEZRL TS, X
BMEBRBRICERAL-ZLIE, BRBEE LT [BREONRE] 2EZT 5 DICLEARTT R 2RI
ThHolzL, NP LOEEKER, MMEEZHERIETICENHKE LBMEALREST S L
THEY B FETH o7z TNVBSLICEHBEREZFTALL VW), BEOHHEREELZI/EVHL
72DTH 5,

AT, YO—=2AT Y - EFNE N TII85~20014E 1 BT 2 hERFICEA L, HER
FREOERSN 2 BELTE . ShETOMITHONLEELHRIARO L) ICEHTE
%o

1, BASEE (o) FHENICEL, FETEE (§) MKy, FEIZIMEA
O%8ZAKETHY, FEIHETHICENT, BRIZLVOPIERDRFAEEHS
BWDBEL Bo 2 BRDO—DOTHA ). $/2, FEIOFEHZEOHEKEDKL, EE&EI 0
ZEWCEDPERTH 5,

2, PEBHRIOFTHHZEL T, BBICHL TRIEZIINERAETH A Z EHREHAI N,

3, PHHBOFEORERER, EEEZROFSRENLAL LENERICL Z2FE5HEN—
FREV. SRR OHFEDORERRD0% LIZENEREAL ) HR 5N72Z &
FAEBA & L7z,

4, WEBBLRE, SWERCLIBBRENOEFSERIIT LI DOOH 5,

5, NEEBERICLVBEBERENDFEENBA% T, —FEK . LHL, AR THOHH
EFNVTENEEARZTTOHFSGERTH ), NEERONERE B ITHEMBEL L)
OHERBFRENDHEBIIEIN TR,

NEERPPERERENRIZTEELBO, EEEEOBLLBEBREL OBK, BEXZ b
v 7 DFHE T B:R LIZSHBOBEE Lizv,

MtEe] Amcix, KIREERZOBLRIZD LIIME - FTEELADOTH S, KL EIEK
TE5EHoT, HEHERLLT2ELOHVLEREL TT S o BEMEE (KIREER) 2
5, HLDERGETHERER T2, TBEOREERTH 2 HREBSHIR CRKREEKR) »5
DFEHARY PRV, BLTE# LV, RBRETITHAIRYIITNTEED
BETHHILIFV)IETH RV,
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