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Institutional Change and Growth Inequality in China

Abstract: China has got great economic growth since implementing innovation and opening
policy. Undoubtedly, the institutional innovation indicated by course of marketization is one of the
engines of Chinese economy. This paper bases on the textbook Solow model, considering the
effect of the institutional change indicated by course of enterprise marketization and openness.
Using panel data approach, we find that an augmented Solow model that includes accumulation of
human and institutional change provides an excellent description of the Chinese cross- province
data.
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1978 1983 1988 1993 1998 2003 | 1978 1983 1988 1993 1998 2003
1330 2305 2577 3843 57.38 7529 | 125 204 1683 1925 3063 3216
1521 2503 3492 4673 5841 7808 | 546 687 975 2332 5849 4112
2020 3826 5354 5248 7004 7891 | 074 164 279 536 1121 6.1
1105 2447 3817 4411 6208 7607 | 004 027 147 343 569 6.62
2434 2716 3438 3284 5884 7321 | 012 046 142 353 363 4.26
20.23 3257 4154 5254 7047 8470 | 314 592 610 1578 1991 21.36
27.88 3528 3964 4171 5361 6829 | 021 078 225 1045 808 7.2
1118 2156 3217 3204 50.65 6834 | 012 063 296 68 7.05 498
1690 2285 3085 4424 6465 8038 | 506 646 1675 3639 37.23 5863
35.26 56.04 6571 7086 77.40 8827 | 078 178 372 19.86 2827 4021
52.56 5801 7149 7148 7814 9879 | 026 145 304 1318 1279 27.33
2421 4413 5485 5499 7562 8L73| 004 048 138 552 499 521
35.98 4163 5227 67.36 8411 9142 | 000 295 10.80 5225 37.69 27.30
1955 3554 4428 4502 6506 7279 | 037 090 202 675 772 1469
37.93 4526 5439 5825 7959 8523 | 176 224 356 1426 1282 19.40
31.74 3520 4689 4889 6943 8094 033 050 198 434 397 343
2145 3729 4196 4110 7024 7725| 052 090 255 845 750 871
35.26 4502 4556 4998 67.89 77.74 | 049 096 157 798 767 7.3
37.56 4241 4860 6423 8041 9177 | 391 826 3484 6862 69.69 60.07
1850 3266 3811 47.44 6866 7307 | 162 159 393 1882 1361 596
36.30 37.94 4228 5075 6113 8L57 | 010 020 118 566 484 401
2181 3131 3552 3679 5582 6002 | 016 032 094 293 306 3.29
1908 2426 3570 3323 5122 6319 | 069 066 236 431 431 321
1720 2350 3476 3939 5497 6254 | 000 000 504 88 804 632

428 976 1860 3351 5595 57.65| 024 033 099 431 235 261
1086 2222 2191 29.14 4468 5898 | 03L 054 099 274 216 337

7.85 1460 27.69 2809 4782 6857 | 104 096 221 389 376 532

504 958 200 2712 3375 5745| 027 080 258 443 350 5.98
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2 ( In(Y /L))
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-0.62 -0.65 0.88 0.94 0.97 0.46
(0.38)" (0.26)" (0.47)" 0.32)™ (0.46)" (0.27)"
In(Y,, /L) 1.05 1.07 0.90 0.90 0.85 0.88
(0.025)™" (0.018)™ (0.039)™ (0.028)™ (0.041)™ (0.025)™"
In si 0.33 0.16 0.25 0.13 0.22 0.13
(0.074)™ (0.053)™" (0.07)™ (0.047)™ (0.068)™" (0.040)™
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Abstract: China has got great economic growth since implementing innovation and opening
policy. Undoubtedly, the institutional innovation indicated by course of marketization is one of the
engines of Chinese economy. This paper bases on the textbook Solow model, considering the
effect of the institutional change indicated by course of enterprise marketization and openness.
Using panel data approach, we find that an augmented Solow model that includes accumulation of
human and institutional change provides an excellent description of the Chinese cross- province
data.
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