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Avoid “middle income trap” through reform

Cai Fang

(Institute of Population and Labor Economics,Chinese Academy of Sciences, Beijing 100732)

Abstract: After reaching middle income stage, the potential rate of growth will
inevitably decline as the demographic dividends have disappeared. Many countries
have fallen down into so-called “middle income trap as their growth stagnated.
However, reaching middle income does not necessarily imply falling down into
“middle income trap”. The government must be able to correctly identify the
development stage, to stimulate economic growth through further reform in order to
improve productivity instead of expansion of demand. Promotion of optimizing
resource allocation through competition, as well as development of education and
training, are basic measures to increase total factor productivity.
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