2019-03-25 09:00:30
http://kns.cnki.net/kcms/detail/11.1081.f.20190322.1246.002.html

*
N
Santos Lépez-1.eyva
R&D
Nash-Rubinstein Bloom-Sadun-Reenen .
o 2000—2010 25
o FDI.
N ° 21
( Acemoglu et al. 2001; Rodrik et al. 2004)
S Barro & McCleary( 2003) .Campante & Drott( 2015)

; Nunn( 2009) .Spolaore & Wacziarg( 2013)

( Durlauf & Fafchamps 2005;

Dearmon & Grier 2009; Capie 2016)

Fafchamps( 2005)  Handbook of Economic Growth

[

o Al
* 1611130 : Lyuchaofeng@ 126. com;
1100836 . hanpengchen@ hotmail. com; Santos Lopez-Leyva
) : sanlop1947 @ gmail. com.

21

( 17BJL035)

Durlauf &



6& (% X% {j.; 2019 3

Akcomak & Weel( 2009) .Agénor & Dinh(2015) . Paxton( 1999)
Ahlerup et al. (2009) .
Algan & Cahuc(2014) .

o Arrow

”»

Williamson( 1985) Grossman & Hart( 1986)  Hart
& Moore( 1990)

“ ”( hold-up) : WAntras(2005)  Seidel( 2015) “
” FDI ; Acemoglu et al. (2007)
i Aguirre( 2017)
( 2004; Baliga & Sjostrom 2009) .
R&D

[3 ”»

o Zak & Knack(2001) .
Berggren et al. ( 2008) .Ahmad & Hall( 2017) ; Kaasa( 2009)
R&D o N
o Zak & Knack(2001) . Berggren et al. ( 2008) | Dearmon & Grier( 2009) | Horvath
(2013) .Safina( 2015) .Lim et al. ( 2018) 1950—2000
; Beugelsdijk & Van Schaik( 2005) . Pervaiz( 2015)
1950—1998 <1990—2010 91
; Ahmad & Hall( 2017) World Value Survey
; Akcomak & Weel( 2009) 1990—2002
102 Dearmon & Grier( 2009) Barrod.ee Education Dataset World Value




Survey

2000—2010

Nunn( 2007) .Eichengreen et al. (2011) -

N N N o (2002) K
)
()
© \ (C) 1-o "/ 1
- S L —
U= e ——di0<a<10<p
c, ¢ o p o
n’ix = WI + nnr( r, — l( Lr) ) + Fl - ¢

rL t n nl Ft Wl

o [ :

I, =L/L, =a-0bL; a>b>0

L, o Verhulst

({3 S » R (1)

¢
gt_izi(rl_p_a-FbLz)
c

“ S ”» AI(

()
Acemoglu et al. (2007) x;,, 1el= 0 N,
L o (0F)) :

2



6& (% X% {j.; 2019 3

Y, = AL f;xdz 1 >a>0 (5)
A o (95) N, o
x, te(y, N, . ;
x, te 0y, N
» x =x./N,
v, 1e 0y, 0 x, te 0y, X Y,
( Acemoglu et al. 2007) . y Y, o
Nash-Rubinstein
1 o x, e 0y, L,
x, ie(x, N, ( ) T, 2:
x, te 0y, x, ie(y, N, L, o 3: Y. X, 1
e 0y, ( Nash bargining) Y,
( SSPE ) .
o Bloom et al. ( 2012)
F(9) ~ 1= F($)
( ) & omie Oy
o Acemoglu et al. (2009) X,
ie 0y, (Y=Y, =T, -WL, -[P,x,di) ; x, ie 0
X: Nash o
Yy a; :
RY = F(¢)r +(1-F(d)) oY -C(d) -4,
= (FA+1-Fle-C(d¢) xY' -y o=(1+¢)/2 (6)
ol = R+ T, - fyP,;,x“di (7)
Xt
A ( Bloom et al.
2012) . A=1 - C(¢)
C=F(¢)°/2.
F(¢) =d- ¢, o (6) .(7)
(FA+1-Fg-CaAll™K: =P, ¢ =4 tmime 0y (8)
(8) x, ie 0y,



Xt
R + 7,2 | Px,di (10)
x, ie(x, N, \L, T,

Ne
Max = Y,(x, i el L) =WL R -T,-[ Pxdi (11)
L xypie(xy, N, T %

s.t.(6)  .(10)

(1-0) Lot » . 16 - 8)
(1 —a)Y,(x, i el L)/L =W, «AL Y= Pie(y N, ,ml/ft:n
(12)
(12) %, te(x, N,
T,
(P, iel,W} (6) (8 —(10) .(12) {x, ie
O0x, sx, jelx, N, ;Wi LT, ¢} SSPE o
7, = 1(1 A )aAL1 f xodi -, = T,T (13)
2 8—4)\ '
: SSPE (T, =T,T/L} .
() R&D
i x; o
1. .
0 N, o x, tel

N,
max vV, = f —( P“xw x;, di + P.x, - d]) o xCo=) gy, (14)
xy, iel ve(t o) ) t N . X o

13

o) = 1/(v=0 ['r(v1)dvo v

2
O{%(l +2/\—)\%)ALE’1_O‘)xEVa—1) - 1 aaALla e = 17l € OXt 7] € (Xl Nl

(15)
(15) A x, te 0y,

w

w

x, te 0y, o (15) x, ie ON, wve(t »),

Vo= (1= a) (@) ) [ (- w12 )] e (16)

2 2 -
(16) :
R&D n o (3)
r =17‘7°‘(a)ifi(A)n'*[(1- ) +)}%(1+2)‘_2/\%)]LL (17)
(17) (4)
1:9g/0A >0 A o
1



6& (% X% {j.; 2019 3

R&D
2:9°g/dddy >0 b% °
2
()
( ) ( )
( Nunn 2007; Seitz & Watzinger 2017) \ Rajan & Zingales
(1998) .Eichengreen et al. (2011) o
« R&D ( Nunn
2007; Eichengreen et al. 2011; Seitz & Watzinger 2017) .
g =B +B. +BizA, +T X, +¢ (18)
i« & g, =(InY; ~InY] ) /1
Y, t ¢ i GDP; In V¥, GDP V), 1z i
A, p ; X, e BB, .
0 (zA.) Bie
Bi
" @ .
GDP (In(Y2)) .
H, h; (hH) . N, n, (n,N,) .
(FDIL,) . ( Num;,) . ( Spec;.) (Div;,) -
()
1.
A, (2002) 31 ()
() (RA) -
(2002) 15000 o
= ( )7
World Values Survey “ ” ( Berggren et al. 2008;
Horvath 2013)
) “ ” B



( 2002) ; o)
Hall & Jones( 1999) ()
( ) A, =RA./Max{RA} .
2.
Nunn( 2007) z z, = X 0,R™ 0,=F,/
F. F, j i F, =X F, i o R j “
i
Nunn( 2007) 381
Fij Fi R;zei,lher
Z;0 Nunn( 2007)
3.
h, R&D ;
n, o H,
;@ N,
. Spec;. = (Y./Y,) /(Y. /Y) Y, c
L Y, =2Y, ¢ Y, =3XY, L Y=% XY,
; : Div,, ={,§i Y./(Y, -Y) YA j;_
Y/(Y-Y) *}7!
()
2000—2010 . . .
€ Do 31 () o
( ) PPI . ()
(2002) . FDI
2004 FDI 2005 o 2008
( ) 2008 R&D (
Do 2007 ( )
2007
§
Nunn( 2007) 2000 ¢ » 25
B 1
©) 2003 ( CGSS)
©) ( X6 + X9 + x12 + x16) /
®

10



G thag g s
g 734 0.177 0. 864 -0.426 . 104
z 27 0.421 0. 864 0. 068 .222
n, 27 0.333 3.468 0. 002 . 706
h, 27 3.288 7.549 0.765 .927
A, 31 0.551 1. 000 0.184 . 208
H 31 8.560 11.752 4.295 .339
N, 31 0.283 0.245 0. 004 .915
Num 837 1.718 20. 560 0.010 .587
FDI FDI 837 0.425 6.311 -5.253 179
Spec 837 1.283 19. 343 0. 000 .951
Div 837 0. 0002 0.028 0. 00001 . 002
In( ¥°) 748 3.139 7. 498 -4.938 .876
)
2000—2010 ) N
o 1.2
1 2

25



2—1 (19)
o ()
@
(1)
OLS .
(CLPs,) .
(
.20
{
N 20

Durbin-Wu-Hausman

LM.Wald F.Hansen J

2—11 ( TSLS)
1%

2—1
OLS
2—1 FDI.

@
® 20
( Stauffer et al. 1922)

® ( ( ) )
600 € 60
3000 € )
1000

12

White 0
(2)
10%
20
(RI,)
( 2011)
@

) ) 1937 ()

L1937
“ ” o TSLS
o 2— 1
FDI.
Continuation Committee
29 1919
20 30—40
1949 ; ( »
1000 2000



G ihag g o
14 ”» .
2
I \Y
\%
I Il IVSLS ()— ( )—
( )—
(1) (2) (1) (2) (1) (2) (1 (2) (1) (2)
N 0.173™ | 0.249™ | 0.363™ | 0.591™ | 0.803™ | 1.201 | 0.413™ | 0.864™ | 0.278™ | 0.345™
2N,
(2.279) | (3.033) | (2.713) | (4.283) | (2.035) | (3.243) | (2.348) | (4.703) | (1.975) | (2.54)
() ~0. 049 —0.051™ -0.046™ ~0.068™] —0.048
n
( -6.612) ( —7.408) ( —8.266) ( -9.484) (-6.1)
N 0.022 0. 007 0. 021 -0.018 0.031™
n.iv,
b (1.511) (0. 455) (1.123) ( -1.048) (2.28)
L 0. 0004 -0.001 ~0.001 ~0. 006 0. 0005
o (0.422) ( -0.934) ( =0.541) ( -2.670) (0.45)
i 0. 007 ™ 0. 006 0. 006 0. 001 0. 007 ™
(2. 646) (2.313) (2.369) (0.467) (2.76)
c 0. 005 ™* 0. 004 ™* 0. 004 ™* 0.029™* 0. 005 ™*
om
(3.436) (2.818) (2.992) (4.229) (3.37)
s 0.011** 0.012** 0.016 ™ 0. 029 ™ 0.011**
pec
! (2.700) (3.119) (4.052) (5.243) (2.71)
D -0. 004 -0. 008 -0. 060 ™ -0.188" 0.018
14
( -0.119) ( -0.251) ( -3.966) ( -1.919) (0.57)
Dubin-Wu+
" 8.797 | 9.021 | 8.110 | 14.492 | 2.935 | 17.531 | 5.547 | 11.354
ansm (0.006) | (0.005) | (0.008) | (0.001) |(0.097) | (0.000) | (0.025) |(0.002)
an
R? 0.414 | 0.554 | 0.408 | 0.538 | 0.465 | 0.559 | 0.308 | 0.453 | 0.406 | 0.543
734 734 734 734 679 679 544 544 734 734
z,CLPS, vV vV vV vV vV VvV vV vV
zRI, VvV vV vV vV vV VvV V vV
R 0.953 | 0.956 | 0.956 | 0.957 | 0.953 | 0.956 | 0.982 | 0.983
F 573.145 | 303.088 |1131.003 | 437.070 | 413.291 | 212.232 |3533. 845 (1578. 967
¢ R T 1% 5% 10% Nunn( 2007) . R* F
z;A F ( Nunn 2007)

13



1. CGSS
(2002) ( )
o (
2002) .
() o o
2003 (CGSS) N
28 ( )5498 “
?” Zak & Knack(2001) \Ahmad & Hall( 2017)
, UNCATD
(2002) ()
) 2—1I
2.
o Rajan & Zingales( 1998) 2001.2008 2002
\2012 ( )21 2000—
2007 2002—2012 ( ) ©)
() o TSLS 2—V.® 2—IV
2_ ]:[ o
3.
Nunn( 2007) “
Nunn( 2007) “ 7 “ 7
o Nunn( 2007)
:zi — zjelj( R;wilher + R;prrice) R;ry'price ] “@
(19) IV-ISLS
2—V. o
@ o : 2002—2012
()
©) € )2008
2000—2007 °
® 2000—2007 ()
2002—2012 ()

14



&5 (% 2% 400 3

o Nunn( 2007)
Nunn( 2007) ®
3_ I o
2—10 o
o (2002) ()
(19) (In)
TSLS 3—1I.
2—10 (1) 1%
- (2)
“In
()
Nunn( 2007)
Nunn( 2007) ( In( 50—cost;,) ) 30 (
(2008 Do
0.66,

15



3_]]10 2_]] 3_]:[[
“ 7 Eichengreen et al.
(2011) o “ 7
o 37N\37Vo
3
I I v \
( )— I ( )— ( )— ( )—
()
(1) (2) (1) (2) (1) (2) (1) (2) (1) (2)
A 0.415™ 1 0.757 | 0.358™ | 0.600™ | 0.355™ | 0.515 | 0.384™ | 0.533™ | 0.363 | 0.543™
Z.
1 (2.584) | (4.811) | (2.283) | (3.66) | (2.625) | (3.820) | (2.790) | (3.585) | (2.71) |(3.798)
-0.028 | -0.077"
%0,
( -0.586) |( —1.870)
0.030 0. 126
z;A, x1In
(0.357) | (1.55)
-0.105 | -0.079
In
(-1.248)|( -0.99)
-0.003 | 0.002
hA,
( -0.635) | (0.459)
. -0.014 | 0.004
id,A,
( -0.657) | (0. 191)
-0.069 | 0.160
bLA,
( —0.20) | (0.614)

16



&5 (% 2% 400 3

3
I m I\ v
( )— . ()— ()— ()—
()
(1 (2) (1) (2) (1) (2) (1 (2) (1) (2)
(1) ~0.053 ™ ~0.051* ~0.065 ™ ~0.065 ™ —~0.065™
n
( —8. 446) ( ~7.46) ( —8.694) ( -8.703) ( -8.731)
. 0.015 0.014 0. 004 0. 001 0. 002
Iy,
(0.991) (0.99) (0. 289) (0. 074) (0.131)
. ~0.001 0. 001 ~0.001 ~0.001
o ( -1.069) ( -0.88) ( -1.273) ( -1.194)
. 0. 005" 0. 006 ™ 0. 005 ™ 0. 005 ™ 0. 005 ™
(1.865) (2.34) (2. 106) (2. 089) (1.979)
: 0. 004 0. 005 ™ 0.032 " 0.032" 0.032"
om
(2.236) (3.09) (3.721) (3.824) (3.831)
S 0.017 ™ 0.012™ 0.012 " 0.012™ 0.012 ™
hec
! (5. 150) (3.25) (3.170) (3.222) (3.181)
b ~0.415™ ~0.009 0. 001 0. 006 0. 007
v ( -3.614) ( -0.28) (0.028) (0.187) (0.229)
Dubin-Wu+
. 12,226 | 21.002 | 3.164 | 4.231 | 4.419 | 9.603 | 6.033 | 4.822 | 4.893 | 4.174
ausman
(0.002) | (0.000) | (0.057) | (0.024) | (0.021) | (0.001) | (0.006) | (0.015) | (0.015) |(0.025)
R® | 0.416 | 0.541 | 0.408 | 0.534 | 0.410 | 0.561 | 0.408 | 0.560 | 0.408 | 0.559
723 723 734 734 734 734 734 734 734 734

v | v ] v ] v ] v ]V
v v | v | v ] v ]|V

z,CLPS, V4 V4
zRI, vV vV

z,CLPS,

x In

< < L
< < 1L

zRI, xIn

h,CLPS, V v

h.RI, vV vV

id,CLPS, vV Vi

id.RI, vV vV

bl,CLPS, vV vV

bl.RI, vV \/

17



I () I ()N ( )|V ()
L I () L L
(1 (2) (n (2) (1 (2) (1 (2) (1 (2)
R? 0. 952 0. 956 0. 961 0. 964 0.953 0. 954 0.953 0. 955 0.953 0. 955
F 439. 142 | 250.482 [1102.781 | 375.275 | 558.686 | 341.261 | 553.646 | 278.117 | 549.707 | 280. 502
R; 0.977 0.978 0.948 0.948 0.932 0.934 0.984 0.985
F, 11097. 372|4104. 640 | 527.402 | 480.603 | 165.659 | 117. 886 |4720. 335 [2143. 761
3—0.I.VI.V R} F, ziA, X InshA ~id; A DA, F
o 2000—2010
30 () 25
( North 1990) “
2011 ¢ )« )y 5
1996 { p, o
2004 { )« y 5 .
2002 { ) « ) 10
1990 ¢ ( ) )

Acemoglu D. J. Robinson and S. Johnson 2001
American Economic Review 91 1369—1401.
and E. Helpman 2007

“The Colonial Origins of Comparative Development: An Empirical Investigation”

Acemoglu D. P. Antras
916—943.
Agénor P. R.

“Contracts and Technology Adoption”  American Economic Review 97 ( 3)

and H. T. Dinh 2015 “Social Capital Product Imitation and Growth with Learning Externalities” Journal of

Development Economics 114 41—>54.
18



Qi % 2% {}; 2019 3

Aguirre A. 2017 “Contracting Institutions and Economic Growth” Review of Economic Dynamics 24 192—217.

Ahlerup P. 0. Olsson and D. Yanagizawa 2009 “Social Capital vs Institutions in the Growth Process” European Journal of Political
Economy 25 1—14.

Ahmad M. and S. G. Hall 2017 “Trust-based Social Capital Economic Growth and Property Rights: Explaining the Relationship”
International Journal of Social Economics 44( 1) 21—52.

Allchin D. 2009 “The Evolution of Morality”  Ewvolution: Education and Outreach 2 590—601.

Antrais P. 2005 “Incomplete Contracts and the Product Cycle” American Economic Review 95(4) 1054—1073.

Baliga S. and T. Sjostrom 2009 “Contracting with Third Parties” American Economic Journal: Microeconomics 1 (1) 75—100.

Barro R.J. and R. McCleary 2003 “Religion and Economic Growth”  Harvard University Working Paper.

Bartolini S. and F. Sarracino 2015 “The Dark Side of Chinese Growth” World Development Vol 74( ¢) 335—351.

Beugelsdijk S. and T. Van Schaik 2005 “Social Capital and Growth in European Regions: An Empirical Test”  European Journal of
Political Economy 21(2) 301—324.

Berggren N. M. Elinder and H. Jordahl 2008 ‘“Trust and Growth: A Shaky Relationship” Empirical Economics 35 251—74.

Bloom N. R.Sadun and J. Van Reenen 2012 “The Organization of Firms Across Countries”  Quarterly Journal of Economics 127
(4) 1663—1705.

Bolton P. and M. Dewatripont 2005 “Contract Theory” Cambridge MA: The MIT Press.

Campante F. and D.Y. Drott 2015 “Does Religion Affect Economic Growth and Happiness? Evidence from Ramadan”  Quarterly
Journal of Economics 130 (2) 615—658.

Capie F. 2016 “Trust Financial Regulation and Growth” Australian Economic History Review 56( 1) 100—112.

Durlauf S. N. and M. Fafchamps 2005 “Social Capital” in P. Aghion and S. N. Durlauf ( ed.) Handbook of Economic Growth
Amsterdam: Elsevier.

Eichengreen B. R. Gullapalli and U. Panizza 2011 “Capital Account Liberalization Financial Development and Industry Growth: A
Synthetic View” Journal of International Money and Finance 30 1090—1106.

Grossman S. and O. Hart 1986 “The Costs and Benefits of Ownership” Journal of Political Economy 94(4) 691—719.

Guiso L. P.Sapienza and L. Zingales 2004 “The Role of Social Capital in Financial Development” American Economic Review 94
(3) 526—556.

Hall R.E. and C. 1. Jones 1999 “Why Do Some Countries Produce So Much More Output per Worker than Others?”  Quarterly
Journal of Economics 114( 1) 83—116.

Hart O. and J. Moore 1990 “Property Rights and Nature of the Firm”  Journal of Political Economy 98(6) 1119—1158.

Horvath R. 2013 “Does Trust Promote Growth?”  Journal of Comparative Economics 41 777—788.

Kaasa A. 2009 “Effects of Different Dimensions of Social Capital on Innovative Activity” Technovation 29 218—233.

Lim S. A.M. Morshed and C. Khun 2018 “Trust and Macroeconomic Performance” Economic Modelling 68 293—305.

Nunn N. 2007 “Relationship-specificty Incomplete Contracts and the Pattern of Trade”  Quarterly Journal of Economics 122 (2)
569—600.

Nunn N. 2009. “The Importance of History for Economic Development” Annual Review of Economics 1 65—92.

Paxton P. 1999 “Is Social Capital Declining?” American Journal of Sociology 105 88—127.

Pervaiz Z. and A.R. Chaudhary 2015 “Does Trust Matter for Economic Growth and Human Development? Empirical Evidence from
a Panel of Countries” Pakistan Journal of Commerce and Social Sciences 9(3) 916—927.

Rajan R. and L. Zingales 1998 “Financial Dependence and Growth” American Economic Review 88(3) 559—586.

Rodrik D. A. Subramanian and F. Trebbi 2004 “Institutions Rule” Journal of Economic Growth 9(2) 131—165.

Safina D. 2015 “Trust and Economic Growth in Russian Society” Procedia Economics and Finance 24 563—567.

Seidel T. 2015 “Foreign Market Entry Under Incomplete Contracts” World Economy 38( 6) 899—912.

Seitz M. and M. Watzinger 2017 “Contract Enforcement and R&D Investment”  Research Policy 13( 11) 2341—2348.

Spolaore E. and R. Wacziarg 2013 “How Deep are the Roots of Economic Development” Journal of Economic Literature 51( 2)
325—369.

Stauffer M. T. C. T. Wong and M. G. Tewksbury 1922 “The Christian Occupation of China” Shanghai: China Con-tinuation
Committee.

Williamson O. 1985 The Economic Institution of Capitalism New York: Free Press.

Zak P.J. and S. Knack 2001 “Trust and Growth” Economic Journal 111 295—321.
19



Social Trust Incomplete Contracts and Long-term Growth
LYU Chaofeng’ CHEN Hanpeng” and Santos Lopez-Leyva®

(a: South-Western University of Finance and Economics; b: Chinese Academy of Social Sciences;
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Summary: Economic growth is a core issue of economic research. The debate about the roots of economic growth has
evolved with the development of economics. Early studies focused on factors of production stressing the role of the
accumulation of human and physical capital in growth. Since the beginning of the 21st century economists have emphasized
the importance of formal institutions as argued by Acemoglu et al. (2001) and Rodrik et al. (2004) . Recently the focus
has shifted to the role of informal institutions which are deeper rooted in society and embedded in the culture and history of
a country. This strand of the literature includes Barro & McCleary (2003) Campante & Drott (2015)  Nunn ( 2009)
and Spolaore & Wacziarg (2013) . Trust the core of informal institutions has received attention from Durlauf &
Fafchamps (2005) Dearmon & Grier (2009) and Capie (2016) .

In this paper we introduce the trust model proposed by Bloom et al. (2012) into the incomplete contracts framework
to construct an endogenous growth model with social trust incomplete contracts and technological innovation. This allows
us to discuss the impact of social trust on the economic growth of a country or region from the perspective of incomplete
contracts. The model suggests that in an economy with incomplete contracts increasing social trust promotes long—run
growth. Increased contract intensity strengthens the positive effect of social trust on growth. This finding shows that social
trust both promotes economic growth and influences the characteristics of the industrial composition of economic growth
through the contract intensity of industries.

Based on the theoretical research we use an interaction econometric model with data from 27 industries in 31 Chinese
provinces from 2000 to 2010 to test two main predictions of the model. We use two historical variables the number of
registered students in Christian Lower Primary Schools at the beginning of the 20th century and the density of the provincial
road network in 1937 to effectively control for the endogeneity problem of social trust. The empirical results show that
social trust is an important determinant of economic growth in China’s provinces and that the positive effect of social trust on
economic growth increases with the industrial contract intensity. This conclusion is robust after controlling for variables such
as foreign direct investment and specialization and for other transmission channels of social trust. While this finding
provides a new perspective for understanding the relationship between social trust and economic growth it also suggests that
the high level of social trust explains the longterm growth of Chinas economy and that differences in regional social trust
have explanatory power for the huge regional development gaps in China.

We have several additional findings. First after controlling for social trust contract enforcement no longer has a
significant positive effect on economic growth. This implies that the relationship between social trust and economic growth is
not affected by contract implementation and that social trust supports economic growth by allowing for relational transactions
involving incomplete contracts. Second the main channel through which social trust affects Chinas economic growth is the
reduction in transaction costs and the promotion of market trades and not the amplification of the effect of human capital on
economic growth the easing of credit constraints or the decrease in financing dependence. This finding differs from those of
Akgomak & Weel (2009) & Dearmon and Grier ( 2009) and provides a new view for understanding the relationship
between social trust and Chinas economic growth. Finally the effect of social trust on industry growth rates in China’s
coastal provinces is almost the same as it is in interior provinces which shows that the reason for the economic development
gap between China’s coastal and interior areas lies in the differences in social trust between the provinces of these areas.

These findings suggest that social trust is an important determinant of economic growth that the continuous increase in
social trust has become an engine of China’s rapid economic growth and that the huge differences in social trust in different
Chinese provinces is an important factor explaining unbalanced development in China. The Chinese government should
promote better levels of regional social trust and improve the contract intensity of industries to give full play to the positive
effect of social trust on long-term growth.

Keywords: Incomplete Contract; Social Trust; Long-term Growth
JEL Classification. 041 G10 Ll14
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