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The Mechanism Driven by Domestic Demand, Consumption and Endogenous Growth:

Economic Structural Rebalancing Driven by “Investment in People”

HUANG Qun-hui” > PENG Chong®

(1. School of Economics, University of Chinese Academy of Social Sciences, Beijing 102488 ;
2. The Institute of Economics, Chinese Academy of Social Sciences, Beijing 102445 ;
3. School of Management Science & Real Estate, Chongging University, Chongqing 401331 )

Abstract: In response to China’s structural imbalance between strong supply and weak demand, the Outline of the 15th Five-
Year Plan advances a macroeconomic governance approach aimed at fostering more economic development models that are led by
domestic demand, driven by consumption, and underpinned by endogenous growth. This paper distinguishes the three concepts in
terms of their respective dimensions : market base, demand structure, and sources of growth. Within a framework that coordinates
“investment in physical assets” with “investment in people”, the paper takes investment in people as its central analytical thread and
develops a feedback loop comprising investment in people, improvements in human capital and income, consumption expansion
and upgrading, demand-induced innovation, productivity gains, and reinvestment in people. It also explains how high-quality
investment in things supports this loop through capability formation, employment absorption, and the application of innovation.
The paper argues that a key priority in promoting economic structural rebalancing is to increase both the relative importance and
the effectiveness of investment in people. Development-oriented service consumption has productive attributes and can contribute
to endogenous growth through human capital accumulation, the release of time, knowledge spillovers, and data generation and
accumulation. The viability of this endogenous growth loop further depends on fiscal sustainability, income distribution, and
institutional incentive structures. From a policy perspective, coordinated reforms are needed in the structure of fiscal expenditure,
public services, income distribution, the supply of consumer services, regional coordination, and supporting institutions to provide
sustained momentum for domestic demand-led endogenous growth.

Key words: Investment in People ; Structural Contradiction of Strong-Supply-Weak-Demand ; Domestic Demand-Led ;
Productivity of Consumption ; Endogenous Growth
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