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How Could China Avoid the Middle Income Trap .
Based on Institutional Equity and Human Capital Perspectives
Wang Xuelong and Yuan Yiming

( China Center for Special Economic Zone Research,Shenzhen University )
Abstract: This paper explores the reason why China’ s economic growth slows down under the
back ground of rapid progress of technology. Based on a dynamic growth model and empirical
analyses, the study finds that unfair institutions restrains the potential value of human capital and
leads to low level equilibrium. Because physical capital and human capital are complementary,
unfair institutions also leads to low level per capita physical capital and income. A lot of evidence
shows that Chinese society is becoming more and more unfair. This fact poses potential danger to
China’ s long—run growth. Whether China could avoid the middle income trap depends on the
future institutional reform.
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