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Background

= A “New Normal” for China’s Economy
» Growth

= High speed (10%)— Mid-high speed, 7-8%
» Structure:

= Service sector surpassed investment to become the
biggest sector in 2013.

> Driver Force;:

= Contribution of investment and export are decreasing.
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China’s GNI per capita and Classification of the World Bank
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GDP Components

(the share of service in GDP was 51.6% in 2016)
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Contribution of Demand

(the contribution of consumption was 66.4% in 2015)
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Net Exports of Goods and Services	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	-0.50582828972408334	-12.914464866524428	4.7752381907553136	-5.4108455662777875	-4.2857382592393574	12.635375262149964	15.24622528904006	10.750613781222402	2.6615175564811686	-42.798497290889884	-11.479767904388936	-8.18039955163621	1.6688747995845716	-2.4068837878400822	1.70395460371414	Final Consumption Expenditure	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	78.905306718945241	48.608850578744352	57.31948583942075	35.808249432619839	43.030001954703181	55.033472114035575	42.411962878334272	45.84814632888726	45.028600921757153	56.84076842156518	46.300881281445413	62.827220874605651	56.483409962869366	48.202438038659324	51.560672388645997	Gross Capital Formation	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	21.600521570779037	64.305614287780202	37.905275969823911	69.60259613365794	61.255736304535958	32.331152623814496	42.341811832625574	43.401239889890405	52.309881521761611	85.957728869324811	65.178886622943338	45.353178677030606	41.847715237545891	54.204445749180842	46.735373007639858	
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增长率

		年份		经济增长率

		2000		8.4

		2001		8.3

		2002		9.1

		2003		10.0

		2004		10.1

		2005		11.3

		2006		12.7

		2007		14.2

		2008		9.6

		2009		9.2

		2010		10.6

		2011		9.5

		2012		7.7

		2013		7.7

		2014		7.3

		2015		6.9





2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	8.4309565910284761	8.304804251564633	9.0848126814414059	10.022039110469422	10.077196911768667	11.347944620370015	12.68596447840622	14.199419916361393	9.6209849305720354	9.2360824407758315	10.629266672729116	9.4872093367287533	7.7475508340165931	7.6853360788996525	7.2694917882497663	6.9	





三次产业比重

		年份		三次产业构成-第一产业增加值(%)		三次产业构成-第二产业增加值(%)		三次产业构成-第三产业增加值(%)

		1978		27.9		47.6		24.5

		1979		30.9		46.8		22.3

		1980		29.9		47.9		22.2

		1981		31.6		45.8		22.6

		1982		33		44.5		22.5

		1983		32.8		44.1		23.1

		1984		31.8		42.8		25.5

		1985		28.1		42.6		29.3

		1986		26.8		43.4		29.8

		1987		26.5		43.2		30.3

		1988		25.4		43.4		31.2

		1989		24.7		42.4		32.9

		1990		26.7		40.9		32.4

		1991		24.2		41.4		34.5

		1992		21.4		43		35.6

		1993		19.4		46.1		34.5

		1994		19.5		46.1		34.4

		1995		19.7		46.7		33.7

		1996		19.4		47		33.6

		1997		18		47		35

		1998		17.2		45.7		37.1

		1999		16.1		45.3		38.6

		2000		14.7		45.4		39.8

		2001		14.1		44.7		41.3

		2002		13.4		44.3		42.3

		2003		12.4		45.5		42.1

		2004		13		45.8		41.2

		2005		11.7		46.9		41.4

		2006		10.7		47.4		41.9

		2007		10.4		46.7		42.9

		2008		10.3		46.8		42.9

		2009		9.9		45.7		44.4

		2010		9.6		46.2		44.2

		2011		9.5		46.1		44.3

		2012		9.5		45		45.5

		2013		9.4		43.7		46.9

		2014		9.2		42.7		48.1

		2015		9		40.5		50.5



Primary Industry	1978	1979	1980	1981	1982	1983	1984	1985	1986	1987	1988	1989	1990	1991	1992	1993	1994	1995	1996	1997	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	27.9	30.9	29.9	31.6	33	32.799999999999997	31.8	28.1	26.8	26.5	25.4	24.7	26.7	24.2	21.4	19.399999999999999	19.5	19.7	19.399999999999999	18	17.2	16.100000000000001	14.7	14.1	13.4	12.4	13	11.7	10.7	10.4	10.3	9.9	9.6	9.5	9.5	9.4	9.1999999999999993	9	Secondary Industry	1978	1979	1980	1981	1982	1983	1984	1985	1986	1987	1988	1989	1990	1991	1992	1993	1994	1995	1996	1997	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	47.6	46.8	47.9	45.8	44.5	44.1	42.8	42.6	43.4	43.2	43.4	42.4	40.9	41.4	43	46.1	46.1	46.7	47	47	45.7	45.3	45.4	44.7	44.3	45.5	45.8	46.9	47.4	46.7	46.8	45.7	46.2	46.1	45	43.7	42.7	40.5	Tertiary Industry	1978	1979	1980	1981	1982	1983	1984	1985	1986	1987	1988	1989	1990	1991	1992	1993	1994	1995	1996	1997	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	24.5	22.3	22.2	22.6	22.5	23.1	25.5	29.3	29.8	30.3	31.2	32.9	32.4	34.5	35.6	34.5	34.4	33.700000000000003	33.6	35	37.1	38.6	39.799999999999997	41.3	42.3	42.1	41.2	41.4	41.9	42.9	42.9	44.4	44.2	44.3	45.5	46.9	48.1	50.5	





三大需求对国内生产总值增长贡献率

																贡献率 柱状图

		三大需求对国内生产总值增长的贡献率和拉动（按不变价格算）

		Year		Final Consumption Expenditure				Gross Capital Formation				Net Exports of Goods and Services

				Contribution Share		Contribution		Contribution Share		Contribution		Contribution Share		Contribution

				贡献率(%)		(percentage points)		(%)		(percentage points)		(%)		(percentage points)

		2000		78.9		6.6		21.6		1.8		-0.5		-0.0

		2001		48.6		4.0		64.3		5.3		-12.9		-1.1

		2002		57.3		5.2		37.9		3.4		4.8		0.4

		2003		35.8		3.6		69.6		7.0		-5.4		-0.5

		2004		43.0		4.3		61.3		6.2		-4.3		-0.4

		2005		55.0		6.2		32.3		3.7		12.6		1.4

		2006		42.4		5.4		42.3		5.4		15.2		1.9

		2007		45.8		6.5		43.4		6.2		10.8		1.5

		2008		45.0		4.3		52.3		5.0		2.7		0.3

		2009		56.8		5.2		86.0		7.9		-42.8		-3.9

		2010		46.3		4.9		65.2		6.9		-11.5		-1.2

		2011		62.8		6.0		45.4		4.2		-8.2		-0.8

		2012		56.5		4.3		41.8		3.2		1.7		0.1

		2013		48.2		3.7		54.2		4.2		-2.4		-0.2

		2014		51.6		3.8		46.7		3.4		1.7		0.1				贡献率 折线图





		拉动率



























Net Exports of Goods and Services	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	-0.50582828972408334	-12.914464866524428	4.7752381907553136	-5.4108455662777875	-4.2857382592393574	12.635375262149964	15.24622528904006	10.750613781222402	2.6615175564811686	-42.798497290889884	-11.479767904388936	-8.18039955163621	1.6688747995845716	-2.4068837878400822	1.70395460371414	Final Consumption Expenditure	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	78.905306718945241	48.608850578744352	57.31948583942075	35.808249432619839	43.030001954703181	55.033472114035575	42.411962878334272	45.84814632888726	45.028600921757153	56.84076842156518	46.300881281445413	62.827220874605651	56.483409962869366	48.202438038659324	51.560672388645997	Gross Capital Formation	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	21.600521570779037	64.305614287780202	37.905275969823911	69.60259613365794	61.255736304535958	32.331152623814496	42.341811832625574	43.401239889890405	52.309881521761611	85.957728869324811	65.178886622943338	45.353178677030606	41.847715237545891	54.204445749180842	46.735373007639858	





Net Exports of Goods and Services	

2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	-4.2489576336823001E-2	-1.0719005839215276	0.43454667535873354	-0.54108455662777866	-0.43285956418317512	1.427797404622946	1.9362706117080877	1.5265871569335809	0.25550568542219215	-3.937461750761869	-1.1938958620564493	-0.76077715830216763	0.12850335956801201	-0.18533005166368632	0.12438868607113221	
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Background

= Structural change emerges as a central
feature of the process of development
and an essential element in accounting
for the rate of pattern of growth.
(Syrquin, 2007)

» Input-Output Iis a very useful structural analysis tools
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Economic Structure

. C it f GDP
= Economic Structure PTPOSER®

IS changing
dramatically from o
2007 to 2012 i

« Share of agriculture B
and secondary industry ** ;
In GDP are declining.  **

55.0%

50.0%

. . 20.0% : o Tertiary Industry(10)
» Share of service in T
GDP is increasing and i SN
. N 10.0% ——— 8.56%
service become biggest
sector in China =
5BB8ERR3580R08 8888888880022
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Manufacture Sector

= Share of labor-intensive and low-tech manufacturing have declining
sine the end of 90s.

= Share of capital-intensive and Mid-tech manufacturing is increasing.
capital-intensive manufacturing has surpassed labor-intensive
manufacturing. Tech-intensive manufacturing is surpassing labor-
intensive manufacturing.

453 SO7E

405 Capital-intensive chure e

35%
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Structural Change of Labor-intensive manufacture

Structural Change of Capital-intensive manufacture
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Service

= Share of Producer Service
In GDP increases very
quickly. It increased by
10.16 pp from 1987 to
2007, and 5.62 pp from
2007 to 2012 respectively.

= There is little increases for
Share of Public service In
GDP . It increased by 1.23
pp from 1987 to 2007, and
0.73 pp from 2007 to 2012
respectively,

= Thereis alittle changes for
consumer service.

50%

40%

30%

20%

10%

0%

Service

Producer Service

Public Service

Consumer Service
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Structural Change of Producer Service Structural Change of Consumer Service
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Industrial Linkage

* Industrial Linkage

* Influence Coefficient—Backward Linkage
** Response Coefficient—Forward Linkage

“» The Backward Linkage of tech-intensive
sector is higher than other sectors’; The Forward
Linkage of capital-intensive sector is higher than
other sectors’.
% “Leading industry”

* Backward Linkage >1

* Forward Linkage >1
* Almost all leading industries are manufacturing
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Industrial Linkage
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Industrial Linkage

= Leading industries are changing over time

= Labor intensive sector (Textile&Apparel) — capital intensive
(Chemicals)/ tech-intensive sector (ICT products)

1987 | 1992 | 1997 | 2002 | 2007 | 2012

Textiles O O O . -
Paper Making O

Chemical Industry O O O . . &
Smelting and Rolling of Metals O O O - & .
General and Special Purpose Machinery O O O O O &
Communication Equipment, Computer O O o o
Utility o o
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Intermediate Input Ratio

= Overall Intermediate input ratio

> The total Input is sum of intermediate input
and initial Input

» Overall Intermediate input ratio Is the ratio of
total intermediate input to total Intput

= Sectoral Intermediate input ratio

» The ratio of sectoral intermediate Iinput to
sectoral total input

~ This Is backward linkage
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Intermediate Input Ratio: “turning point”

= The general trend of overall
Intermediate input ratio in
Chinais increased from 0.555 in
1987 to 0.665 in 2012

= But since 1987, the overall
Intermediate input ratio has

fallen twice
> 1997-2002: 0.621 |— 0.611 060
> 2007-2012: 0.675 |— 0.665
= Why?
» What's the difference between the two
falling ~+-Tot
» the decline in 2012: a short-term
fluctuation or long-term trend? the overall
intermediate input ratio 050

0.70

0.675

0.65

1987 1992 1997 2002 2007 2012
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History and Forecasting of Quantity of Labor Force

70.0%
65.0%
60.0%
55.0%
50.0%
45.0%
40.0%
35.0%
30.0%
25.0%
20.0%

and Total Dependence Ratio (%, 100 million)

1.006 billion
0.96 billion

Quantity of Labor Force

Total Dependency Ratio

11.00
10.00
9.00
8.00
7.00
6.00
5.00
4.00
3.00
2.00
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30000
0.253 billion
0.222 billion ~
/ 0.247 billion
20000
erage Annual
0.121 Increase 5
Million
10000
Average Annual
Increase 11
Million
0 4l 1 1 1 1 1 1 1 1 FJ J 5 40 40 580 484
Loy e ] Ly Ly ] Ly Ly Ly Ly Ly L [ L] [ L= L= L= L= L=l
L E] EE] Qi L] Lye Ly Ly Ly Ly [ [ L] L= L= s == = =
Fd da O L r] L=} (g% L= L= ) Lot L= (% L= F¥ L L= 4% — oy

Change of National Floating Population(billion)



@ 4% % B4 E ¥ Development Research Center, The State Council, PRC

Comparison of wage index and PPI

Average Wage Indices of
Employed Persons in Urban N
o

Units f Average Monthly Wage
|preceding year=100) | '||I ndices of Migrant Workers

. (preceding year=100)
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Internatlonal Comparison

= China’s overall oy o
intermediate input ratio is

China,2012

much higher than USA nes | Clioaus
. China, 1997

an d J ap an (I n th e S am e China,199 T

d evel O p m ent | evel) 0.6 China,1992

USA,1929
China, 1990

= China's OlIR decline in
2012 is consistent with
International trends

Chirja, 1987 ! Japan,1980

Japan,1970

Japan,1960

Japan,1985
USA,1958

total Intermediate input/total output

= Continued Increasing of ol .
service after 2012 will be T [\
an important sign that the # |
decline of overall | o " s
Intermediate input rate in
long-term. o ow wowm o mw o owom mm o oom som

GDP per capita (1990 international $)
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Reasons...
= Structural decomposition is effective means to
Investigate why...

= The change of “Overall Intermediate input ratio”

can be divided into two parts:

* Change of industrial structure: A
« Change of Intermediate input rate by industry: B

Rar = 2 ATy ARypL = Z Aa;ry + Z alAr; =A+B
i=1 i=1

 Where R_,is Overall Intermediate input rate, a is the share of output
by industry (industrial structure), ris Intermediate input rate by
industry.

* A denotes the effects of Change of industrial structure; B shows the
effects of Change of Intermediate input rate by industry.

€I S B P A SRR D B P S P RdethIB
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08 0.767 0.771
0.713 Soe 0.711 —
0.666
_._
//“— . 0,665
0.6 A-0.611 A-0:621 A 0611
47055 49145 0.49686
0.46839 0.46519 0.46350
0.40972 S
0.4 ¢ —
T 0.41808 0.41384 0.41447
0.35577
0.31518
0.2
1987 199 1997 2002 2007 2012
A— Total —— Primary Industry

—&— Secondary Industry

== == Tertiary Industry
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Effect from Effect from
Effect from Effect from
change of IR of change of
change of IR of change of IR of Total
Primary Industr Seconcary Tertiary Indust ectoral
mary y Industry v "y Structure
1987-1997 0.00892 0.02155 0.02646 0.00112 0.05805
1992-1997 0.00912 -0.00609 0.00153 0.01817 0.02273
1997-2007 0.00211 0.00553 0.01111 -0.0139 -0.01797
2002-2007 -0.00046 0.02687 -0.00124 0.01949 0.04466
2007-2012 0.00006 0.00161 -0.00076 -0.01486  |-0.01395
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= The drop in 2012 is
bigger than that in 2002

Different reasons

2002

Leading cause: the decline of
intermediate input ratio in
service

No. 2 cause: structural change

2012

Leading cause: structural
change. Almost all of the drop in
2012 comes from structural
change.

The effect of structure change in
2012 is much bigger than that in
2002

0.07000

0.06000

0.05000

0.04000

0.03000

0.02000

0.01000

-0.01000

-0.02000

-0.03000

Change of Intermediate input rate in agriculture N Change of Intermediate input rate in Secondary industry

B Change of Intermediate input rate in Service B Change of Ind | Structure

I Change of Intermediate
input rate in Secondary

industry, 0.00235

Change of/Intermediate
input rate/in agriculture,
|

1987-1992

Change of Intermediate \
input rate in Service, - Change of Intermediate

0.00857 input\rate in Service,

+0.00047
Change of Industrial

Structure, -0.00846 Change of Industrial
Structure, -0.01217

1992-1997 1997-2002 2002-2007 2007-2012

August' 28
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Other Factors

1987 | 1992 | 1997 | 2002 | 2007 | 2012
Manufacture of Prepared Animal Feeds 0.0150 | 0.0246 | 0.0661 | 0.0412 [ 0.0747 | 0.0900
Manufacture of Fertilizers 0.0588 | 0.0574 | 0.0567 | 0.0494 | 0.0570 | 0.0592

Manufacture of Pesticides 0.0055 | 0.0096 | 0.0100 | 0.0074 | 0.0104 | 0.0133

Manufacture  of  Machinery  for
Agriculture, Forestry, Animal Production | 0.0036 | 0.0083 | 0.0076 | 0.0069 | 0.0058 [ 0.0065

and Fishery
Utility 0.0042 | 0.0021 [ 0.0075 | 0.0116 | 0.0096 | 0.0100

Sum 0.0869 | 0.1021 | 0.1479 | 0.1166 | 0.1574 | 0.1789

= The shares of Intermediate Input from other
sectors to Agriculture are increasing
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70%

60%

50%

40%

30%

20%

10%

0%

Other Factors

Change of proportion of processing trade export

1997, 54.50%
_\/.._..\_

2007,50.70%

19592, 46.60%
_\ 2002, 55.30%

1987, 22.30%

1981

1982
1983
1984
1985
1986

= Value added
= Value added ratio of ordinary trade was 0.792

1987
1988
1989
1980
1991
1992
1993
1994
1995
1995
1997
1998
1999
2000

ratio of Processing trade was 0.386

2001

/

2002
2003
2004
2005
2008
2007
2008
2008
2010

\

Ll

2012,42.12%

2011

2012
2013
2014
2015
2016

August' 28
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Producing Factors

Input of Dependent Sectors

Influencing Factor Influencing Channel Impact
Rising of W Price of Labor Rises Faster than Product
1sing of Wages
5 5 Reduces Value-added Ratio
: D ing of Sh f | ,
Change of Economic Structure egeasmg ° ,S e o Secogd ndustry ,
which has a Higher Intermediate Input Ratio
o Increase Nodes in Producing Chain which
Change of Labor Division , , , Up
Results in Calculating More times
Widespread of Machine Instead of Labor in
Improvement of Technolegy , Up
Production process
Change of Relative Price of Change in Price of Commodity Influences TRD

Change of Relative Share of
Different Trading Style

Value-added Ratio of Processing Trade is
Lower than General Trade, while the Former
Share is Decreasing.

Improvement of Management

Saving Input
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International trade

Export

8% 92.06%

= From 2007 to 2012 Export proportion of Tertiary
Industry is increasing, while the import proportion
Is increasing also.
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International trade

= Upgrading in trade

Machinery for Cultural Activity & Office
August 28

Export proportion of Labor-
intensive manufacture decreases
Manufacture of Textile Wearing Apparel,

Footwear, Leather, Fur, Feather and Its
Products/Manufacture of Textile

Export proportion of Capital-
intensive manufacture remains the
Ssame

Manufacture of Chemicals and Chemical
Products / Manufacture of Fabricated
Metals Products, Except Machinery and
Equipment

Export proportion of Tech-intensive
manufacture largely increases
Communication Equipment, Computer

and Other Electronic
Equipment/Measuring Instrument and

55%

50%

45%

40%

35%

30%

25%

20%

15%

=

5%

0%

0%

Capi

1997

Tech-intensive Manufacture

intensive Ma

2002

nsive Manufacture

cture

2007

2012



International trade

= Upgrading in

trade

« The share of Machinery
& transportation
equipment export in total
export continued to

increasing very quickly.

15%

10%

5%

0%

Communication Equipment, Computer and Other Electronic
Equipment(RHS)

General Purpose and Special Purpose Machinery

Electrical Machinery and
Equipment

_— Smelting and Rolling of Metals

Transport Equipment

/

/

Metals Products

Measuring Instrument and Machinery for Cultural Activity & Office Work

1997 2002 2007 012
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- 25%
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International trade

= The share of
Intermediate
goods export in
total export swing

from falling to

rising in 2012.

70%
65%
60%
55%
50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

61.09% 61.63%
v
capital goM
¢
[
\ consumer goods
intermediate
inpUtS 27.12% 25.89%
¢
¢ 12.48%
12.27% ¢
11.79%
1997 2002 2007 2012

- 20.00%

- 19.00%

- 18.00%

- 17.00%

- 16.00%

- 15.00%

- 14.00%

- 13.00%

- 12.00%

- 11.00%

- 10.00%
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66.0%
65.0%
64.0%
63.0%
62.0%
61.0%
610.0%
59.0%
58.0%
57.0%
56.0%

The share of intermediate
goods export (2000—2015)
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Conclusion

* Input-Output Tables show us plenty of
structural evidence that China's economy Is
undergoing transformation and upgrading.

= The main feature of this transformation is the
growing impact of the service sector on China's

economy.
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Conclusion

The manufacturing sector is still of fundamental
Importance to China's economy and the
manufacturing is upgrading from low-medium

to medium-high level.
Structure of Manufacture- Proportion of Labor-intensive
manufacture declines

Leading Industry changes-from labor-intensive to Tech-intensive
manufacture

Foreign Trade Structure upgrading-Export and import proportion of
Capital-intensive, Tech-intensive manufacture increases

The share of intermediate goods export in total
Increases from 2007 to 2012
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THANK YOU VERY MUCH!
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