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Premature De-industrialization and Economic Slowdown:

Hypotheses and Evidence
CAI Yuhan', ZHENG Xinye?, GUO Jiarui®
(1. School of Economics, Peking University; 2. School of Applied Economics,
Renmin University of China; 3. China Everbright Bank Co. , Ltd. )

Abstract: Maintaining a stable manufacturing proportion within its economy constitutes a crucial
policy objective of the Chinese government. In recent years, China has witnessed a continuous de-
cline in the proportion of its manufacturing sector, indicating a significant trend toward de-industri-
alization. Utilizing the data of a number of cities, this article examines the impact and mechanisms
of de-industrialization on economic growth. It reveals that premature de-industrialization character-
ized by an underdeveloped manufacturing sector significantly hinders economic growth. The analysis
further indicates that the constrained expansion of the manufacturing sector and the reduced factor
productivity constitute two primary mechanisms through which premature de-industrialization slows
down economic growth. This article also demonstrates that the effects of premature de-industrializa-
tion are more pronounced in the central and western regions. However, by expanding the scale of
the manufacturing sector, regional industrial transfer can alleviate these negative effects in less de-
veloped areas. These findings contribute to a deeper understanding of the scale, mechanism, and responses
related to premature de-industrialization, and provide empirical insights for implementing the manufactur-
ing powerhouse strategy to promote high-quality development in China’s manufacturing sector.

Key words: Manufacturing; Premature de-industrialization; Economic growth; Industry transfer
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