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ABSTRACT

As Yunnan’s booming economy, just like the rest of China’s, has sustained
high economic growth rate for around 30 years, the overall economic and social
situation has greatly developed. But economic growth has been accompanied by many
social and environmental problems. The Chinese government at both national and
provincial levels has realized that a balanced and sustainable development strategy
must replace the uni-dimensional emphasis on GDP growth in order to lead the nation
to a brighter future and resolve the current conflict between economic growth and
social development.

The present research was carried out by applying macroeconomic and
mesoeconomic methods of social accounting to data from Yunnan province. The bulk

of this thesis is devoted to firstly developing a Social Accounting Matrix (SAM) for
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Yunnan by organizing information about the economic and social structure of the
economy of the province in 2002; secondly, using the SAM to calculate various
development multipliers; and third to transforming the matrix into a linear program to
calculate optimal resource use and sectoral production levels under various resource
constraint scenarios.

It is the purpose of this thesis to generate applicable policy recommendations
for the policy makers of the Yunnan provincial government. Based on the assumption
that the Yunnan provincial government intends to direct its policy towards growth
with sustainability, an accounting multiplier matrix was built to detect which
economic sectors will bring the highest return according to the objectives of balanced
development.

According to the principles discussed above, the whole process for building
the macro-level (i.e. aggregate) SAM by the so-called the top-down approach was
presented. Every detail for constructing and then balancing the macro SAM are
explained in detail. Subsequently, a 41-sector micro-level (i.e., disaggregated) SAM
which included all the transfers with other accounts was established. It was
successively disaggregated based on, and forced to be consistent with, the macro
SAM. The thesis presents the whole process of how the Micro SAM was constructed.

Exploiting the finer detail of the micro SAM, the social accounting matrix
was converted into the corresponding accounting multiplier matrix to calculate the
ranks of the accounting multipliers. The thesis evaluated the contribution rate from
different industries by observing the integrated sustainable development objectives
which combine value added, environmental degradation, employment creation,
poverty alleviation, energy dependence, environmental degradation, and

transportation dependency. Then the integrated multiplier alternatively weighted by



the a) environmental emphasis method and the b) balanced method showed new
rankings with different levels of concern for sustainable development.

Finally, the thesis explored an optimization situation for resource
reallocation by land strategy, labor strategy and capital strategy. The linear
programming results showed that, based on a balanced strategy beans, forestry,
finance and insurance should receive the most investment and increase as proportions
of provincial GDP. Among the three strategy scenarios, the labor strategy yielded the
highest improvement of rural household income, urban household income, total
income to the poorest households, and total incomes to the richest households
compared to the 2002 baseline. However, it opened a wider “scissors” between urban
and rural incomes.

Based on both multiplier and linear programming analysis of the 2002 Social
Accounting Matrix, the research concluded that: 1) agriculture (particularly beans,
forestry, animal husbandry), 2) telecommunications and logistics and 3) finance and
insurance are those sectors that best meet the overall and specific objectives of
Yunnan future development for fixed amounts of exogenous investment.

The recommendations that flow from this thesis are that the government
should increase investment in agriculture but that subsectoral adjustments should
encourage beans, animal husbandry and forestry rather than grain crops to increase
productive efficiency. Furthermore, external investments should be combined with a
more propitious policy environment to improve telecommunication and logistics and

to expand and improve the services of finance and insurance.



