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The Power of China’ s Economic Growth for 40 Years
—A Perspective of Local Government Behavior
SHEN Kunrong JIN Gang
( Nanjing University Nanjing 210093)

Abstract: After forty years of economic reform and opening up China has enjoyed rapid economic growth. Most
of the existing studies focus on revealing the experience of China’ s high-speed economic growth but ignore the
frequent fluctuations accompanying high-speed economic growth. A complete theoretical explanation should not only
explain the rapid growth of China’ s economy but also answer the question why economic fluctuations are still
frequent. Thus the explanation based on the behavior of local governments should be deeper. This paper firstly
reviews literature explaining China’ s rapid economic growth and points out the advantage of the local government
competition theory. Then this paper argues that the fluctuation of China’ s economy in the past decades is rooted in
the “rational expectation” and “learning effect” of local governments and that the behavior of local governments is
accounted for the failure of the central government’ s macro-control. Finally from the perspective of remedying the
deviant behavior of local governments in implementing the central-government’s policy this paper puts forward that
adapting to the new environment building new power and expanding new space are the inevitable ways to promote
developrnent of Chinas economy towards high quality.

Keywords: China’s economy; power of growth; local government; economic fluctuation; yellow light effect
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