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Investment-driven Economic Growth 

• Production function: 
 

– Y: output , A: productivity , L: labor , K: capital stock 

– I: investment 
 

– Y = A f( L , K ) 
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GHOST CITIES of China 

• Shepard (2015) 
– GHOST CITIES OF CHINA 

 

• China’s real estate project 
– far exceeding the actual demand 

 

• Cities with a high housing vacancy rate 
 

• “… new cities with wide open, empty streets,  

     block upon block of vacant buildings, and  

     entire skyscrapers with nobody in them …” 

 



Chi, Liu, Wu, and Wu (2015) 

• Ghost Cities Analysis Based on Positioning Data in China 

– Based on Baidu positioning data 

* Reproduced from  
   Chi, Liu, Wu, and Wu (2015), "Ghost Cities Analysis Based on Positioning Data in China" 
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Global recession 
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The Middle-income trap 

 

* Reproduced from  
     Aiyar, Duval, Puy, Wu, & Zhang (2013), “Growth Slowdowns and the Middle-Income Trap” 



China’s grand plans 

 

• Belt Road Initiative 

– To facilitate the trade and economic cooperation 

 

 

• Made in China 2025 

– To develop ten high-tech sectors 



The Belt Road Initiative 

• Infrastructure development  

• Connectivity and cooperation btw Eurasian countries 

• About 60 countries, estimated cost: US $8 trillion  

      (1: http://www.ejinsight.com/20160412-getting-lost-one-belt-one-road/) 

* Members of the AIIB in orange,  
   the six corridors in black. 
* AIIB: Asian Infrastructure  
            Investment Bank 

* Photo source: https://upload.wikimedia.org/wikipedia/commons/c/cb/One-belt-one-road.svg 
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Made in China 2025 

• Aiming at one of the world’s  

    most advanced economies 

 

• Transition to high income economy 

 

• China’s rising labor costs 
 

• Climbing the global value chain 

 

• Low value creation 

– Assembly & product test 

 
• Robotics 
• Aerospace 
• Ocean engineering 
• Railway 
• Energy saving 
• Power equipment 
• New materials 
• Biomedicine 
• Agricultural 

machinery 
• Next-generation 

information 
technology 

10 high-tech sectors 



Value added in the global value chain 

 

* Reproduced from Batson (2010), “Not Really ‘Made in China’”, THE WALL STREET JOURNAL 



1980’s global value chain 

$20,000 GM Le Mans … 
 

• $1,500 Germany for design 
 

• $3,500 Japan for advanced components 
 

• $800 Taiwan, Singapore for small components 
 

• $6,000 South Korea for assembly 
 

• $500 U.K for advertising & marketing 
 

• $100 Ireland for data processing services 
 

• $7,600 U.S.A. for GM and its lawyers, bankers,  
                                                            & consultants 
 

* source: Robert Reich, The Work of Nations, New York: Alfred A. Knopf, 1991 (Hill, 1997, p. 6) 

 

* Source: http://jungsstory.tistory.com/4 

http://jungsstory.tistory.com/4
http://jungsstory.tistory.com/4
http://jungsstory.tistory.com/4


1980’s global value chain 

$20,000 GM Le Mans … 
 

• $1,500 Germany for design 
 

• $3,500 Japan for advanced components 
 

• $800 Taiwan, Singapore for small components 
 

• $6,000 South Korea for assembly 
 

• $500 U.K for advertising & marketing 
 

• $100 Ireland for data processing services 
 

• $7,600 U.S.A. for GM and its lawyers, bankers,  
                                                            & consultants 
 

* source: Robert Reich, The Work of Nations, New York: Alfred A. Knopf, 1991 (Hill, 1997, p. 6) 

 



WIOD (World Input-Output Database) 

 



WIOD (World Input-Output Database) 

• Timmer, Dietzenbacher, Stehrer, & de Vries (2015) 

– "An Illustrated User Guide to the World Input–Output 
Database: the Case of Global Automotive Production",             
Review of International Economics. 

* Reproduced from Backer & Miroudot, “Mapping Global Value Chains” 
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Made in China 2025 

 

* Reproduced from 
   Wubbeke, Meissner, Zenglein, Ives, and Conrad (2016), “MADE IN CHINA 2025,” MERICS 
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Made in China 2025 (Economist, March 28, 2018) 

• China may not just plan to join the high-tech countries 
– but may aim to “replace them altogether” 

 

• China’s target: 70% “self-sufficiency” rates 
 

• Not by market mechanism and rule-based trade 

• But by the government’s leads 

– State-led investments (including subsidies) 

– Supporting policies  

• “Intellectual property, cybersecurity, procurement, standards, rules 
of competition, and the negotiation of trade agreements.” 

– Technology transfer agreements & foreign acquisitions 



 

* Reproduced from  
   “Rising Influence: Assessing China’s Record FDI Surge in North America and Europe”,  
   Baker McKenzie (Rhodium Group) 

Chinese acquisitions  
in North America and Europe 



Zero sum game vs. Win-win 

 

• Xi Jinping’s speech (the Boao Forum for Asia AC 2013) 

– “[t]he more China grows itself,  

       the more development opportunities  

       it will create for the rest of Asia and the world.” 
• (http://english.boaoforum.org/mtzxxwzxen/7379.jhtml) 

 

 

• The win-win game in East Asia 

– Market-led symbiosis for common prosperity 

 


