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ABSTRACT

China has achieved a rapid economic growth for nearly thirty years. But in recent
years, a variety of economic and social problems has appeared in China, which
makes some scholars believe that Chinese may fall into the so-called
"middle-income trap". This paper first discusses the definitions of this phrase in
different levels, then analyzes the features, connotations, and those fundamental
causes of "middle-income trap". This paper also attempts to clarify the links between
"middle-income trap" and the lack of drivers of economic growth.

After discussing the research methodology of this paper, as well as the research
methods and tools, this paper reviews the theories of economic growth with a new
perspective of “DEG”. Based on Denison's work, this paper decomposes TFPG into
three factors: economies of scale, improvement of efficiency of resources disposition,
and technical progress. With evidences of economic history from different countries,
this paper argues that during the early stage of modern economic growth, scale
economy of the specialization of labor and industrial agglomeration promotes
productivity to grow; during the middle-income stage, the market-oriented
improvement of efficiency of resources disposition leads the growth of productivity;
during the high-income stage, the technical progress drives the growth of
productivity.

This paper then turns to the discussion of the phased drivers of economic
growth in modern China. This paper first traces the history of the TFPG accounting
method, then compares several views towards TFPG by different scholars and makes
a detailed decomposition of the analytical framework of TFPG (just like peeling an
onion). Finally, this paper defines a broad concept of TFPG (TFPGurwad), which is
used to measure "productivity"; and a narrow concept of TFPG (TFPGurow), Which
is being used as an accounting tool. Using the analytical framework of TFPG and the
hypothesis of "three factors of TFPG", this paper traces China’s phased economic
growth drivers since during the period of reform and opening up, then analyzes

China's current stage of development as well as the fundamental cause of China's

I



slow-down in economic growth. This paper finally concludes that the slow-down of
China's economic growth roots in the stagnation of the market-oriented reform. To
step over the “middle-income trap”, China should deepen the market-oriented reform

of economic system to increase the productivity.
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