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Structural Changes and Economic Growth

XIAOGUANG CHEN LI1uTANG GONG
( Peking University)

Abstract The Kaldor stylized facts describe the short-term phenomenon of advanced econo-
my> but may not be consistent with the growth path of less developed countries or early stage of
industrialization. Generally, the relationship between the growth rate of per capita GDP and the
level of per capita GDP shows a hump-shaped curve. This paper theorizes that this hump-shaped
relation is caused by structural changes such as sectoral employment variations and urbanization.
We also go one step further to develop two competing models; one of which relates economic
growth to industrial expansion, another of which treats economic growth as being driven by ur-
banization. Both models are consistent with the pattern of the co-movement of economic structural
changes and economic growth.
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