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Anatomy of High Saving Rate of China: Analysis Based upon
Flow of Funds Account of China from 1992 to 2003

Li Yang and Yin Jianfeng
(Institute of Finance & Banking, CASS)

Abstract :In order to find out the causes of the high saving rate of China, we analyze the savings of household: enterprise and
government sector respecitvely by employing flow of funds account of China from 1992 to 2003. We find the increase of national
saving rate since 2000 is largely due to government sector: even though the househould is the largest contributor to high national
saving and the saving rate of enterprise also much high in fact- Then we investigate the reasons of sectoral pattern of savings from
two aspects : propensity to save and distribution of national income among domestic sectors- The findings may be striking- As to the
causes of increase of govenrment saving: we find the propensity of government to save rise significantly stimulated by government
investment » and the ratio of government disposable income to national income goes up evidently- As to household saving, we find
saving rate of this sector decreased actually because of adverse income distribution while its propensity to save exhibiting clear
procyclical pattern- As to high enterprise saving, it results from decrease of expenditure on wage and interest to household sector,
not from increase of earnings as many people think . All these findings give us a strong policy implication: improvement of income
distribution is the key to reducing national saving and accordingly stimulating consumption, and fiscal policy may be the pivotal to
achieve this object -
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