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The Slowdown of China’s Economic Growth in
Terms of Statistics

Abstract The paper discusses the falling back of economic growth from four
aspects. From the aspect of production, the traditional industry has the greatest
impact on the falling back of economic growth. From the perspective of demand,
the consumption demand, investment demand, and export demand have jointly
caused the falling back of the economic growth, in which the pulling function of
investment demand is more obvious. From the standpoint of cardinality, the
growth rate of the economy is restrained by the increase of economic scale. From
the perspective of production factors, changes in the supply of labor force affect
the falling back of economic growth rate.
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1 Introduction

I would like to express my sincere gratitude to the conference organizers and the
Research Center for New Structural Economics in Peking University for inviting
me to this seminar. I had worked in the government statistics department for a
long time. After retiring in March this year, I held a position in the School of
Economics and Management of Tsinghua University in July. I wish that I could
successfully transform from a government statistician to a scholar. This meeting
shows that I have been accepted by scholars, thank you very much.

Many scholars here, especially those who sit at the front circle, are all
outstanding scholars. Their economic theories and models are very profound and
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impressive to me. | had engaged in government statistics for a quite long time.
Our main task is to formulate scientific and operational statistical survey
methods and accounting methods so as to obtain accurate and objective statistical
data reflecting the actual situation of economic and social development. I have
made some achievements in this respect. However, I do not think I have
sufficient theoretical background to offer any profound explanations for the
reasons behind the slowdown in economic growth rate. Therefore, I am here to

learn from you today.

2 Analysis

I will discuss this subject from the following four perspectives: production,
demand, base number, and factors of production.

Firstly, from the perspective of production, the traditional industry has caused
the greatest impact on the slowdown of economic growth rate.

As shown in Figure 1, China’s economic growth rate drops from 10.6% in
2010 to 6.7% in 2016, which declines by 3.9 percentage points. Among them, the
growth rate for the value added of the primary industry drops from 4.3% to 3.3%,
which decreases by 1.0 percentage points. The growth rate for the value added of
the secondary industry falls from 12.7% to 6.1%, which drops by 6.6 percentage
points. The growth rate for the value added of the tertiary industry falls from
9.7% to 7.8%, which decreases by 1.9 percentage points. Obviously, the growth
rate of the secondary industry has the steepest decline and it causes the greatest

impact on the slowdown of economic growth rate.
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Figure 1 Growth rate in GDP and the Value Added of Three Industries
Source: NBS, 2000-2017.
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The secondary industry includes both industry and construction industry. As
shown in Figure 2, although there is a great fluctuation in the growth rate of
value added of the construction industry, the trend of the growth rate of the
secondary industry is basically the same as that of the industrial growth rate due
to the large proportion of industrial value added. Hence, the decline of the
industrial growth rate has the greatest impact on the slowdown of the secondary
industry growth rate.
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Figure 2 Growth Rate in the Value Added of Secondary Industry, Industry and Construction
Industry
Source: NBS, 2000-2016.

The value added of industry above a designated scale accounts for more than
90% of industrial value added, and it determines the growth trend of industrial
value added. As displayed in Figure 3, the growth rate of high-tech manufacturing
and equipment manufacturing is higher than that of industries above scale,
meaning that traditional industries except high-tech manufacturing and
equipment manufacturing drag down the growth rate of industries above scale
significantly; otherwise, growth rate of industries above scale will not be lower
than that of high-tech manufacturing and equipment manufacturing.

Obviously, among the three industries, the decline of the growth rate in the
secondary industry has the greatest impact on the economic growth rate. Within
the secondary industry, the decline of industrial growth rate has the greatest
impact on the slowdown of secondary industry growth rate. From the perspective
of industry above designated scale, the decline of traditional industrial growth
rate is of great importance on the decrease of growth rate of industry above
designated scale. All in all, the traditional industry has the largest impact on the
economic growth rate.
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Figure 3 Growth Rate in the Value Added of Industry above Scale, High-Tech

Manufacturing, and Equipment Manufacturing

Source: The interpretation on annual industrial data (2000-2016, http://www.stats.gov.cn/).

Secondly, from the perspective of demand, consumption demand, investment
demand, and export demand have jointly led to the slowdown of the economic
growth rate, in which the investment demand has played the most important role.

As shown in Figure 4, since 2010, there is a downward trend in the growth rate
of consumption demand and investment demand, but the declining trend in
investment demand growth rate is more obvious, which exerts a greater impact
on the economic growth rate.
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Figure 4 Growth Rate in GDP, Consumption Demand and Investment Demand
Source: NBS, 2000-2016.
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As displayed in Figure 5, after 2010, both the nominal and real growth rates of
exports have been slowing down. Hence, the export demand has an impact of
pulling down the economic growth rate.
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Figure 5 Nominal and Real Growth Rate of Exports
Source: NBS, 2001-2016.

As shown in Figure 6, from 2010 to 2016, the contribution rate of
consumption demand is on the rise, while the contribution rate of the investment
demand is in decline. Besides, the contribution rate of net export demand has an
increasing trend at first and then decreases.
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Figure 6 The Contribution Rates of Consumption Demand, Investment Demand, and Net
Export Demand
Source: NBS, 2000-2016.

To sum up, from the perspective of demand, the consumption demand,
investment demand, and export demand have jointly led to the slowdown of the
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economic growth rate. Furthermore, the pulling-down effect of investment demand
is more obvious, while the effect of consumption demand plays less of a role.

Thirdly, from the perspective of base number, the growth rate of the economy
is restrained by the increase of economic scale.

Another factor affecting the slowdown of economic growth is the base number.
Internationally, countries that had experienced rapid growth for a relatively long
period (e.g., Japan, South Korea, and Singapore) had a slowdown in economic
growth rate without exception as their economic scales became larger.
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Figure 7 The Nominal Value and Real Value of GDP
Source: NBS, 2000-2016.

In 2000, the GDP of China was 10 trillion yuan, while in 2016 it reached 74
trillion yuan. Based on the price of 2000, China’s GDP of 2016 was more than 40
trillion yuan. That is to say, 1 percentage point growth in GDP of 2016 is
equivalent to a 4 percent increase in GDP of 2000. A percentage point of growth
now is quite different from that in the past. The increase in economic scale has an
inhibitory effect to the economic growth. Therefore, we should not insist on a
high-speed growth any more. In my view, if a high growth rate of more than 10%
is still maintained, it might be disastrous; it will exert a huge negative impact on
the long-term economic growth in the future, or even lead to an economic or
financial crisis. On the other hand, a certain rate of economic growth is also
needed in order to achieve the goals of building a moderately well-off society in
all respects before 2020, the preliminary modernization in 2035, and a modern
powerful country in 2050. According to the report in the 19th National Congress
of the Communist Party of China, the development is the foundation and key to
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solving all problems in China and the development must be scientific. Thus, we
must unswervingly implement innovative, coordinated, green, open and shared
development.

Fourthly, from the perspective of factors of production, changes in the supply
of labor force affected the slowdown of economic growth rate.

In terms of factors of production, China’s working-age population has
decreased since 2012, which has caused the changes in the labor supply. As
shown in Figure §, both economic growth and employment growth have been on
a downward trend since 2010. It indicates that the changes in the labor supply
exert an impact on the slowdown in economic growth.
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Figure 8 The Growth of Economy and Employment
Source: NBS, 2000-2016.

As displayed in Figure 9, the labor costs are rising continuously due to the
decline in the working-age population and the changes in labor supply. It is an
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Figure 9 The Average Wage of Employed People in Urban Areas and Its Growth Rate

Source: NBS, 2000-2016.
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important factor that causes the transfer of some labor-intensive industries to
countries with lower labor costs, such as Vietnam, Cambodia, and Bangladesh.
This is also an important reason that leads to the slowdown of the economic
growth in China.

3 Conclusion

In conclusion, based on the statistics and my own research experience, I have
discussed the slowdown of economic growth from four perspectives. Firstly, in
terms of production, the traditional industry has the greatest impact on the
slowdown of economic growth. Secondly, from the perspective of demand, the
consumption demand, investment demand, and export demand have jointly
caused the slowdown of economic growth, in which the pulling effect of
investment demand is more obvious. Thirdly, from the standpoint of base number,
the growth rate of the economy is restrained by the increase of economic scale.
Fourthly, from the perspective of factors of production, changes in the supply of
labor force affect the slowdown of economic growth rate.
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