Chapter 2

A Study on Coordination Relationship
of Construction Industry and Economic
Growth in Shaanxi Province

Su-xian Zhang and Ling Yao

Abstract In this paper, construction industry, serving as the pillar industry of
national economy, has played a great role in promoting the economic growth.
Therefore, it is essential to study the coordination between construction industry
and economic growth. This paper takes the actual situation of construction
industry and economic growth of Shaanxi Province as an example, selects the data
from 2001 to 2010, by using coordination formula to analyze correlation and
coordination between construction industry and economic growth. Results show
that the coordination between construction industry and economic growth is at a
high level, but it also slightly fluctuates. In order to enhance the coordination
between construction industry and economic growth, sustainable economic growth
should be maintained, technological progress and innovation in construction
should be strengthened and construction growth mode should be transformed.
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2.1 Introduction

With the rapid development of national economy, construction industry, serving as
the pillar industry of national economy, has played a great role in promoting the
economic growth. The rapid development of the construction industry has
important significance in strengthening the urban and rural infrastructure con-
struction, advancing the process of urbanization, building a harmonious society
and improving the whole social production efficiency (Sharma 2010).
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There are different views about the relationship between construction and eco-
nomical growth. Some scholars believe that construction and economical growth
promote each other; in short time, the economic growth is the cause of construction
industry growth causes. In the long-term, the construction industry is caused by
economic growth (Tse and Raftery 2001; Chan 2001; Wigren and Wilhelmsson
2007; Lewis; Ozkan et al. 2011; Jiang and Jiang 2007; Lu 2003). However, other
scholars point out, in the highly developed areas, the importance of the construction
industry is in the weak; but in the less developed areas, construction industry has an
important role in promoting the economic growth and dweller income, which
provide a theoretical basis for the construction industry of the underdeveloped areas
(Pietroforte et al. 2000). Therefore, we should objectively and accurately describe
the relationship between construction industry and economic growth.

At present, the domestic and foreign scholars on the interactive relationship of
the construction industry and economic growth mostly concentrates in the con-
struction industry on the economical growth influence and contribution, but it is
rare for coordinate development of the building industry and economic growth.
This article is based on this perspective, taking the actual situation of construction
industry and economic growth of Shaanxi Province as an example, selects the data
from 2001 to 2010, by using coordination formula to analyze correlation and
coordination between construction industry and economic growth. Compared with
the existing research, this paper uses synergistic effect to measure the coordination
degree, which can avoid judging the coordination degree by using synchrony of
the development of the construction industry and economic growth. In addition,
using multiple indicators to measure the building industry and economic growth
can avoid the possible deviation of single index.

2.2 The Current Situation of Construction Industry
and Economic Growth in Shaanxi Province

In recent years, with the rapid development of China’s economy, Shaanxi economy
development is rapid and construction industry, serving as the pillar industry of
national economy develops continuously. As we can see from Fig. 2.1, during
2001-2010, the trends of GDP and the construction industry in Shaanxi are on rise.
It can be seen from Fig. 2.2 that there are two obvious peaks in 2003 and 2007 and it
has an obvious decline after 2008. With the improvement in the level of openness and
market-oriented, construction and economical growth in Shaanxi have a rapid
development. In 2001, after China joining in the WTO, the construction industry in
Shaanxi province has arapid development process; in 2003, the construction industry
created a peak and promoted the economic development of Shaanxi province.
In 2008, the world economy came into the end of the valley because of the American
loan crisis, which affected our economy. The construction industry of Shaanxi
province started to decline and economy also had an obvious trend of decline.
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Fig. 2.1 The trends of GDP 12000 4
and construction output value
of Shaanxi Province

10000
8000 4
6000
4000 -

2000 - /

0 T T T

o el I s o A el S
$ ¢ g $ oS & o8
BT I S Pt LA R S O

——GDP (billion) —#— Construction Output Value (billion)

2

Fig. 2.2 The trends of GDP 45 4
growth rate and construction 40 1
growth rate of Shaanxi 35 1
province 301
25
20 4
15
10 4
5 4
0 : : : : . . . . .
S "96\, "P& "9@ "90" w“éo '196\ "5’@’ "P& "55\9

~+—GDP Growth Rate (%)  —@—Construction Growth Rate (%)

At the same time, we can also see from Fig. 2.2, the construction growth rate
was significantly higher than the GDP growth rate, but the construction growth rate
is not very consistent with GDP growth rate. Changes in GDP growth slightly
lagged behind the growth of the construction industry, especially after the 2003.
Therefore, the both have a stronger correlation. So it has a great practical sig-
nificance in studying coordination between construction and economic growth.

2.3 An Empirical Analysis on Coordination Relationship
of Construction Industry and Economic Growth
in Shaanxi Province

2.3.1 Calculation Method of Coordination of Construction
and Economic Growth of Shaanxi Province

From the perspective of synergetic, coordination generally refers to internal
elements of the system or system “harmony” with the proper relationship (Huang
et al. 2000). Because the system is in dynamic change, the relationship of
the internal elements of the system or the system itself is constantly adjusted.
The coordination degree is quantitative indicators, which is to measure the status
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of good and bad coordination of the internal elements of the system or the system
itself (Zheng and Liu 2001). Therefore, we can build the coordination of con-
struction and economic growth indicators to reflect their development coordination
degree. The main ideas and the steps are as follows.

1. According to the above main component analysis result, we can establish the
systematic evaluation model among them.

fO= ax, gly)=> by (2.1)
i=1 j=1

Among them, f(x) is the comprehensive development level of construction, g(y)
is the comprehensive development level of economic growth. x;, y; are evaluation
index, a;, b; are the weight of evaluation index.

2. To investigate the relative development level of construction (X’) compared
with economic growth (X) and the relative status of economic growth Y’)
compared with the development of construction (Y), X is regressed on Y to get
X',Y is regressed on X to get Y'.

3. The model of static coordination degree (Chen et al. 2007; Li et al. 2003) is as
follows.

min{u(i/j), u(j/i)}
max{u(i/j), u(j/i)} >

U(i,j) =

where U(i, j) is the static coordination degree between X and Y, u(i/j) is the
adaptability of construction to economic growth, u(j/i) is the adaptability of
economic growth to construction. The formulation of u(i/j) and u(j/i) are as
follows:

U(i/j) = exp —(X_s# (2.3)
.
UGi/i) = exp _(YTY) (2.4)

where Si2 is the standard deviation of X, sz is the standard deviation of Y.

In order to directly reflect the coordination degree of development of the
construction industry and economic growth of Shaanxi Province, this paper refers
to the relevant articles (Liu et al. 2006) and combines with the development
characteristics of the construction industry and economic growth, coordination
level is divided, as shown in Table 2.1.



15

2 A Study on Coordination Relationship of Construction Industry

juowdoroAap 9oUR[EqUIT SNOLIAS JO Se[ uononIsuo))
Juowdo[oAdp 9ouB[EqUIT SNOLIAS JO 9dA) SNOUOIYOUAS Y],
Juowdo[oAdp doue[RqUI SNOLIAS JO SB[ YIMOIS JIWOUu0dT
JuoWdO[oAdp J9SJJO 9Jeropow Jo Se[ uonoNIsu0))
juowdo[oAap JosPo deropowr Jo 2dA) snouoIyouks ayJ,
JuaWdO[oAdP 19SJJO 2JeIPOW JO Te[ YIMOIT JIWOUOIT
Juowdo AP JOPIOSIP PIIW JO Se] UONONINSU0))
Juowdo[Adp JopIosIp piw Jo 2dA) snouoryouks ayJ,
Juowdo[oAdp I9PIOSIP pli JO Se| YIMOIS dIouodyq
Juowdo[oAdp PJEUIPIO0D JULIONaI JO SB[ UONONISU0))
juowdo[oAdp PAjRUIPIOOd juelon[al Jo 2dA) snouoryouks ayJ,
JUWdO[oAdP PAJBUIPIOOI JULON[AI JO Fe[ YIMOIS OIUOU0dq
juowdo[aaap pajeurpiood Arewrtid jo Sef uononnsuo))
juowdo[oAap pareurpiood Arewtid jo od£) snouoryouis ayJ,
juowrdo[oaap pajeurpiood Arewrid Jo Se[ yimoI3 oTwouodq
JUOWdOToAdp PJEUIPIO0D JBIPIULISIUI JO Se] UONONINsSuo))
Juowdo[oAdp PARUIPIOOD djeIpawlIajul Jo 2dA) snouoryouks ayJ,
JUWAO[oAdp PAJBUIPIOOD JBIPAULIAIUL JO Fe[ YIMOIS OIUOU0dq
juowrdo[oAap pajeurpiood Ajenb jo Se[ uoronnsuo))
juowdo[oAap pajeurpiood Ajfenb jo odA) snouoryouAs ayf,
JuowdO[9Ap PAJRUIPIOOD POO3T JO SB[ YIMOIF OTWOUOIH
juowrdo[oAap pajeurpiood Ajenb jo Se[ uononnsuo))
juowdo[oAdp pajeurpiood Ajfenb jo odA) snouoryouAs ayf,
juowdo[aaap pajeurpiood Ajfenb jo e[ yymois oruouooqg

()3 > (0)3
(53 = ()3
(K3 < ()3
()3 > (0)3
(H)3 = ()3
(K3 < (03
()3 > (03
(H)3 = ()3
(A3 < (03
()3 > (0)3
(53 = ()3
(K3 < (03
()3 > (0)3
(H)3 = ()3
(A3 < (03
(£)3 > (x)3
(H)3 = ()3
(K3 < (03
()3 > (x)3
(53 = ()3
(A3 < ()3
(K)3 > (x)3
(53 = ()3
(K3 < (x)3

Juawdo[oAdp douB[RqUIT SNOLISS

JUaWdO[oAdD J9SJJO 9JBIOPOIN

Juowrdo[oAdp IOpIOSIP PIIA

JUOWdOTOAdP PAJBUIPIOOD JUBION[IY

JUoWdOToAdp PAJRUIPIOOD ATBWILIJ

JUSWAO[OAdP PAJBUIPIOOD JJRIPIULIAIU]

JUSWAO[aAdP PAJRUIPIOOD POOD)

Juawdo[oAdp pajeuIpIond Kirfend)

61'0-0

6C0-C0

6¥7'0—¢0

65050

69'0-9°0

6L°0-L0

68080

00'1-06°0

juowdofaaap jo adAy orseg

(£)3 pue (x)1
uoam)aq uosLredwo))

uonedyIsse[D)

90130p UOTIRUIPIOO))

IM0I3 OIWOUO0I? pue ANsnpul UONONIISUOD Ay} Ul uonedyissed odA1, 17 dqel



16 S. Zhang and L. Yao

2.3.2 Data Sources and Indicator System

Drawing lessons from the existing indicator systems of coordinative degree (Niu
and Lin 2011) and following the principles of typicality, availability, and sys-
tematic analysis, the article develops an indicator system consisting of such sub-
system as construction industry and economic growth to measure the coordinative
degree of Shaanxi.

Considering the industrial scale, technology level, industrial benefits, social
benefits, construction representative indicators consist of the construction output
value (million), construction company assets (million), construction annual aver-
age personnel (million), the number of construction companies, the rate of tech-
nical equipment (yuan/capita), power equipment (yuan/capita), the average wage
of construction workers (yuan/capita), construction area (mz/capita), the contri-
bution rate (%).

Considering economic scale, economic structure and economic benefits, eco-
nomic growth indicators consist of total GDP (billion), total investment in fixed
assets (billion), local revenues (billion), total imports and exports (million), per-
centage of GDP of the added value of primary industry (%), percentage of GDP of
the added value of secondary industry (%), percentage of GDP of the added value
of tertiary industry (%), GDP growth rate (%), consumer price index.

The original data sources of construction industry and economic growth from
2001 to 2010 in this article are from the Statistical Yearbooks of China and
Statistical Yearbook of Shaanxi Province. Because of different units of measure-
ment indicators, we standardize the data and eliminate the influence of dimension,
magnitude, and positive and negative orientation.

2.3.3 Coordination of the Construction Industry
and Economic Growth

The index values of the construction industry and economic growth are calculated
by regression analysis, and the coordination degrees of the construction industry
and economic growth are calculated by the formulas (2.2)—(2.4). The results are
given in Table 2.2.

First, it is negative during 2001-2006, which indicates that the construction
development level of Shaanxi Province in this period is lower than the average
level of development; while it is positive during 2007-2010, which indicates that
the construction development level of Shaanxi Province in this period is lower than
the average level of development. There are some reasons for accounting for this
phenomenon. On the one hand, the government policy support increases the
construction investment of Shaanxi Province; on the other hand, the growth way of
construction industry improves the development of construction. Economic growth
of Shaanxi Province in general is increased year by year, while during 2001-2005
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it is negative, which indicates that in recent years it is in the low level; during
2006-2010 it is positive, which indicates that it is in the higher levels in this
period. Because in recent years, Shaanxi Province, firmly grasp the great western
development, the national macro-control and other development opportunities.

Compared integrated development index of the construction industry f(x) with
integrated development index of economic growth development index g(y), the
coordination degree is obviously divided into four stages. The first phase is from
2001 to 2004, an economic growth retarded, which means economic development
has lagged behind the development of the construction industry. This is mainly due
to establish the construction industry as one of the pillar industries of Shaanxi
Province. As a result, the construction industry developed rapidly. The second
phase is from 2005 to 2007, which belongs to a construction lag. This indicates
that the construction industry development has lagged behind the trend of eco-
nomic growth. This is mainly because the construction industry of Shaanxi
Province has a long cycle and the growth is slower. The third phase is from 2008 to
2009, which is also economic growth retarded. This is mainly because the financial
crisis of 2008 has a greater impact on the economy of Shaanxi Province, which
caused the economic growth to decline. The fourth stage is 2010, which belongs to
a construction lag. Because the country takes measures on the real estate industry
in the early 2010 to limit the demand for the purchase of speculative investment
and support user demand. However, the real estate industry is closely related to the
construction industry and fluctuations in the real estate industry affect the
construction industry, so this development of construction industry in 2010 is
relatively slow. At the same time, it can be seen that the level of coordination of
the construction industry and economic growth has been in a volatile state, which
also shows the construction development of Shaanxi Province is not sound.

2.4 Conclusion and Suggestions

The coordination of construction and economic growth determines the mutual
adaptation and the interaction relationship of the construction industry and eco-
nomic growth in terms of size, structure, and the pace of development. How to
coordinate the relationship between the construction industry and economic growth
is the foundation of developing construction industry and economic growth. This
article uses the coordination in order to analysis construction industry and eco-
nomic growth of Shaanxi province. We conclude the construction industry and
economic growth in Shaanxi province have a stronger correlation, but it has sig-
nificant fluctuations. The coordination degree of construction and economic growth
of Shaanxi province is more than 0.85, which shows that the both have a strong
coordination and the development speed is relatively modest. However, we also see
that the coordination degrees of the construction industry and economic growth
have a large fluctuation, which shows that the improvement space is larger.
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From the trend of development, promoting the coordination of construction
industry and economic growth is still an urgent task. This demands to maintain a
stable economic growth and avoid changes radically. We should closely monitor the
operation situation of economy, consider the situation and timely take corresponding
measures. What’s more, sustainable economic growth should be maintained,
technological progress and innovation in construction should be strengthened and
construction growth mode should be transformed. We look forward to the con-
struction and economic growth from disorder to order and develop toward the benign
direction of sustainable development.
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