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O 5: SolowOOOODOODOOLI ¢ =0.375,a=0.375

OO000O0O0OO0O0D0QOOOBarro and Sala-i-Martin(0 19950 0 0 0 000000CO0OO0O0O

21



gbooooobopbOo0ooboboboooboboooboboboobooboooooooon
000000000000000000000000000000O000000003 00000
O O Barro and Sala-i-Martin0 199500 0 000 000000COCO0000OOCOOODOOOOO
0000000000000 COODOOO00000Barro and Sala-i-Martind 199500 35000
000000000000000000000000003/500000000000220000
00000000 SolewdOODOOOOOOOOOODOMOOOOOOOOOOOOD Barro and
Sala-i-Martind 1995000 000000000000200000000000000000000O
ebDonoooooooooobooo

Bl ¢ | a | m=0-a(1-0¢) | v2=0-a—0F¢) | n+d+r | m B2
0.9 1] 05| 0.5 0.2750 0.0500 0.08 0.022 | 0.004
0.8 105 | 0.5 0.3000 0.1000 0.08 0.024 | 0.008
0.7 05 | 0.5 0.3250 0.1500 0.08 0.026 | 0.012
0.6 | 0.5 | 0.5 0.3500 0.2000 0.08 0.028 | 0.016
0.5 05| 0.5 0.3750 0.2500 0.08 0.030 | 0.020
0.4 |05 | 0.5 0.4000 0.3000 0.08 0.032 | 0.024
0.3 ] 05| 0.5 0.4250 0.3500 0.08 0.034 | 0.028
0.2 |05 | 0.5 0.4500 0.4000 0.08 0.036 | 0.032
0.1 |05 | 0.5 0.4750 0.4500 0.08 0.038 | 0.036

O 6: SolowOOODOOOO2 ¢ =0.5,a=0.5

gboooboooboooboobooboobooboobooboobooboobooboo
gbogoboooboboooboboboboooobo200b00b000bb0—0000000
gbooobooobooobooboobooobooboobobobooobooboobooboon
0031000000 AKOODODOOOOOoOoOooooooooooooooooooooooo
gboooboooboooboobooboobooboobooboobooboobooboon
gbogobooobobobobobooboboboboboboooboboboobobobon
gbobooboooboooboooobooyvgobsboooooooboooooooooooooon
0o37s0bos000000D0000DO0OO00OD0ODODODOODODODODODODODODODOn
goooboooboo

22



Bl a | v |e=0-a(1-F9) | ¢(y=(0—-0a—p59)
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aBplogl0 00 000000000000000000000 Solow10O0D0DO0D logk(t) O
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R&D and Long-Run Growth with Rent-Seeking: A Case of China

Zhiwei CEN

Abstract

This paper studies the relation between R&D investment and long-run economic

growth in China with an endogenous growth model with rent-seeking.

O The relation between R&D investment and productivity growth for the Chinese
economy is examined with data covering years 1952-1992, and the following findings
are obtained. First, the size of the R&D investment had been enormous relative
to the budget size despite prolonged large fiscal deficits. Second, the effect of the
investment on the long-run productivity growth had been negligible. These findings
lead to the hypothesis that the inefficiency of the investment is due to rent-seeking
activities by government-owned monopoly enterprises engaged in the investment. In
order to examine the effect of rent-seeking activities on R&D investment and economic
growth, a one sector R&D growth model with rent-seeking is constructed, and the

following results are obtained.

O First, rent-seeking activities lower the long-run growth rate of an economy, which
depends on the scale effect and the external effect, by decreasing the size of the external
effect. Hence, if rent-seeking activities are widespread, even under high population
growth, the effect of R&D investment on economic growth can be small. Second,
numerical examinations suggest that, as the degree of the investment inefficiency is
higher, the economy converges more quickly to a balanced growth path, but the growth

rate becomes lower.

0 0 Keywords: rent-seeking, R&D, external effect, long-run economic growth
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