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Empirical analysis of dynamic relationship between urbanization and
domestic demand growth in Fujian Province

HONG Meng-u
(School of Economics Fujian Normal University Fuzhou Fujian 350108  China)

Abstract: Var model is built impulse response function and variance decomposition technology are applied to investigate the dy—
namic relationship between urbanization and domestic demand growth in Fujian Province. On the one hand mutual promotion be—
tween urbanization and domestic demands is significant and urbanization stimulates domestic demand growth while domestic demand
growth has also accelerated the urbanization. On the other hand in the short term the urbanization investment effect is ahead of and
higher than the consumption effect but in the long term the relationship between consumption demands and urbanization tends to be
closer and the mutual acceleration between them is more remarkable. Accordingly the three policies are proposed as follows. (1)

Actively accelerate urbanization to give full play to the enlarging effect of domestic demands in urbanization. (2) According to the
scientific conception of development correctly guiding the investment demands favorable for urbanization while pay special attention
to enhancing consumption demands so as to promote the adjustment of domestic demands structure. (3) Persist in the urbanization
taking people first.
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Table 1 The results of unit root test
ADF 5% 10% P
LR (CT3) —1.748331 —-3.587527 —3.229230 0.7012
ALR (CO04) —-3.222253 —-2.986225 —-2.632604 0. 0305
LC (CT1) -1.567332 —-3.574244 -3.221728 0.7811
ALC (Cc00) -3.421004 -2.967767 —-2.622989 0.0184
LI (cT1 —-1.523672 -2.971853 -2.625121 0.5072
ALl (Cc00) -4.691419 -2.971853 -2.625121 0. 0008
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Table 2 Granger causality test of urbanization and per capita consumption and investment
F- P
5.1678 0. 0060
3.0186 0.0455
2. 1554 0.1156
2.8133 0.0564
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Fig.1 Impulse response of consumption demands and investment demands to urbanization
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Fig.2 Impulse response of urbanization to consumption demands and investment demands
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Table 3 Variance decompositions
LR LC LI
LR LC LI LR LC LI LR LC LI
1 100. 00 0.00 0.00 8.29 91.71 0.00 0.40 45.92 53.68
2 71.88 0.00 28.12 3.45 96.13 0.42 2.82 39.19 57.99
3 67.49 6.29 26.22 9.84 88.10 2.07 9.25 33.19 57.55
4 62.70 13.13 24.17 15.30 78.70 6.00 11.97 32.65 55.38
5 55.53 18.45 26.02 17.21 76.11 6.68 12.30 37.02 50.67
6 52.05 21.14 26.81 16.20 77.81 6.00 11.02 41.51 47.46
7 50.04 22.90 27.06 14.06 77.34 8.60 9.21 42.69 48.10
8 48.84 24.48 26.68 12.03 74.60 13.37 7.91 42.51 49.59
9 47.82 26.03 26.15 10.85 72.34 16.81 7.43 42.86 49.71
10 46.88 27.53 25.59 10.48 71.57 17.95 7.57 43.82 48.61
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