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This paper focuses on how the household saving rate should be measured. The current method used in
China to measure the saving rate is compared with that used in the U.S. Significant differences in
concept and scope are discovered. Using these differences as a basis, we make relevant adjustments to
the official measurement and recalculate the household saving rates of the two countries on a com-
parative scale. Our results show that the average of the Chinese household saving rate during the
1992–2004 period falls from 29.4 to 22.9 percent, and is lower than 20 percent in 2000, 2001, and 2003.
The gap between China’s household saving rate and that of the U.S. narrows by 8.6 percent on average
and the adjusted difference is merely 17.5 percent on a comparable scale. It is therefore reasonable to
conclude that the difference between the household saving rates of these two countries is in fact much
smaller than is often suggested. Our study also shows that the household saving rates of these two
countries are experiencing the same decreasing trend, but that both have increased slightly since 2002.

1. Introduction

In recent years, household saving in the People’s Republic of China has
attracted the world’s attention for several reasons. First, most growth models
regard saving as a stimulus to economic growth. In this context, saving in China
has been viewed as a critical factor for her continuously high growth over the past
15 years, because it could fund a continuous flow of capital for industrialization
and development. Second, saving is the major source for the funding of China’s
social security system, which is a crucial factor for China’s sustainable develop-
ment in the future. For example, the proportion of household savings made as the
result of the motivation to retain funds for the retirement years averaged as high
as 12.4 percent in 2000.1 However, Feldstein (1974) argues that social security has
an effect on personal savings in two ways: it offers both a substitute for assets and
an inducement to retire. The net effect of social security on personal saving
depends on the two effects combined. His empirical study shows that social secu-
rity in the U.S. depressed personal savings by 30–50 percent from 1929 to 1971.
The same effect can be expected for household savings, as it equals personal
savings deducted by a fairly small part, i.e. the savings of Non-Profit Institutions
Serving Households (more details are provided later).2 Then, a similar question for
the case of China is whether the improvement of its social security system will also
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depress household savings to some extent. Third, the high rate of saving in China
is related closely to discussions on the issue of global imbalances, because the
official saving rate is much greater than that in most of the developed countries,
particularly the U.S., which has an exceptionally low saving rate. Fehr et al. (2005)
even argue that, largely due to this imbalance in saving, “there is good reason to
believe that China is in the process of taking us (the world) to dinner by slowly but
surely becoming the world’s biggest saver and the developed world’s major sup-
plier of capital” (p. 41).

It is a commonly held view among scholars that China has an extraordinarily
high saving rate. In 1999, one of the official figures showed that the domestic
saving rate of China reached 42 percent, while the saving rate of the U.S. was only
16 percent.3 The huge gap between the two figures has convinced many scholars
that the saving behavior of mainland Chinese is exceptional. As a result, scholars
from both China and other countries have investigated saving behavior, e.g. Zang
(1994), Sun (2002), and Modigliani and Cao (2004). We agree that there might be
some difference between the saving behavior of mainland Chinese and people in
other countries, given that China has been at an early stage of economic develop-
ment and has a unique culture and social background. However, it first needs to be
determined whether the official figures for the currently high saving rate of China
are comparable internationally, i.e. whether the astonishingly huge gap between
the saving rate of China and that of other countries, e.g. the U.S., is real or is due
only to some conceptual differences and/or inconsistencies in measurement. There-
fore, the main purpose of this paper is to compare the prevalent saving measures
in China and the U.S. and to derive the comparative saving rates.

In the past ten years, the measurement of savings and the saving rate has
become the subject of intensive research among national accountants and scholars
worldwide. Gale and Sabelhaus (1999) pointed out that the continuously decreas-
ing saving rate of the U.S. in the 1990s was due largely to problems of measure-
ment. In 2002, the 27th General Conference of the International Association for
Research in Income and Wealth (IARIW) and one of the Meetings of the OECD
National Accounts Experts (NAEM) each held a session on measuring savings and
the saving rate. Reinsdorf and Yan (2002) proposed alternative measures of house-
hold savings in the U.S., U.K., Canada, and France, using as a basis alternative
treatments of pension, consumer durables, and taxes on capital gains. Audenis
et al. (2002) presented a review of the prevalent saving concepts and made some
suggestions for improvements. Empirically, they also made some adjustments to
the official saving rate for France, which was 15.9 percent in 2000, ranging from
7.4 to 28.4 percent. Harvey (2003) suggested several alternative ways to measure
the saving rate and derived comparative saving rates among OECD member
countries that were based on various adjustments.

In the late 1980s, when Japan’s high saving rate was the focus of a great deal
of interest, some Japanese scholars, for example Hayashi (1986),4 found that
Japan’s National Accounts differed from the those of the U.S. in many aspects.
Some studies, e.g. Horioka (1995) and Iwamoto (1996), improved upon Hayashi’s

3Source: World Bank (2002).
4See also Ando (1985).
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findings in various respects. However, Horioka (1995) also showed that the biases
in Japan and the U.S. with respect to depreciation and expenditures on consum-
able durables, for example, were mutually offsetting to a considerable extent.

In contrast with the boom in research on the measurement of savings of other
countries, the measurement of savings in China has not yet received the attention
that it warrants and there is little literature on the issue. Most empirical studies
simply follow the official savings data and sometimes even confuse bank deposits
with saving, mainly because these completely different terms have exactly the same
Chinese translation. Therefore, there is an urgent need to conduct further research
on this issue and to provide a solid empirical foundation for measuring the saving
rate in China on an internationally comparable basis.

In the study reported here, we are concerned mainly with household savings,
because the household sector supplies more savings to the Chinese economy than
the government and business sectors. For example, during the period from 1992 to
1997, the business (Non-Financial Enterprises Sector and Financial Institution
Sector) and government sectors in China borrowed 45.4–51.3 percent and 10
percent, respectively, of their capital from other sectors, whereas the household
sector provided 70.5–76.0 percent of its savings to other sectors.5

The remainder of the paper is structured as follows. Section 2 compares the
method that is currently used in China to measure household saving with that in
the U.S. Five differences in the scope of measurement and in concepts used are
noted, and relevant adjustments to the official data are made for both countries.
Section 3 presents the empirical results and discusses their implications. Section 4
concludes.

2. Methodology

The personal income and outlay account of the National Income and
Product Accounts (NIPAs) of the Bureau of Economic Analysis (henceforth,
BEA) in the U.S. measures saving by deducting outlays from disposable income
during a particular period, which follows the System of National Accounts
(SNA) standards and is currently the most acceptable approach to measuring
saving.6 The Flow of Fund Accounts (tangible transaction) (henceforth, FFAs),
which have been released by China’s National Bureau of Statistics (henceforth,
NBS) since 1992, measures saving by a similar approach. These two sources
provide the most comparable household savings data for both China and the
U.S. Therefore, our comparison and recalculation use these two accounts as a
basis. FFAs in China are compiled with a lag of three years, so our study covers
a period of 13 years, from 1992 to 2004.

The saving rate is a ratio that has savings as the numerator (in our case,
household savings). The rate will differ according to which economic variables are
used as the denominator. In general, there are two candidates for the denominator:

5Source: Flow of Fund Accounts of China, 1992–97 (National Bureau of Statistics, 2002).
6There are several other ways, e.g. by adding inflows and outflows of wealth in a given period, or

by comparing asset holdings at the start and the end of a period.
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(1) the economic scale of a country, measured as GDP or GNP,7 and (2) disposable
income (DI).

These two ways of calculating the saving rate have different implications. The
first can be used to show how a country’s savings are allocated among different
sectors of the economy (by using the saving of different sectors as the nominator).
Thus, it is preferable to use it in models of economic growth and when measuring
national savings. The second can reveal household behavior with respect to
savings versus consumption, i.e. the household saving behavior. The latter
measure is more internationally comparable and is applied in most countries,
OECD member countries in particular; therefore, in this paper, the household
saving rate is calculated by dividing household saving by disposable income.

We define savings by the following formula:

Savings disposable income outlays= −(1)

The U.S. National Income and Product Accounts

The personal income and outlay account of the U.S. NIPAs derives dispos-
able income and outlay as follows:

personal disposable income compensation of employees propr= + iietor’s
income with IVA and CCAdjustment rental income of + ppersons
with CCAdjustment + personal interest income perso+ nnal dividend
income government social benefits to persons + ++ other current transfer
receipts personal contributions f− oor social insurance personal
tax and nontax payments 

−

(2)

personal outlays personal consumption expenditures + inter= eest paid by
persons personal transfer payment to the rest + oof the world

(3)

Flow of Funds Accounts of China

The FFAs (tangible transaction) of China divide the economy into five
sectors: the non-financial enterprises sector; the financial institutions sector; the
government sector; the household sector; and the rest of the world. The household
sector corresponds to the personal sector in the U.S. NIPAs. The disposable
income and outlays of China’s household sector are calculated as follows:

household disposable income value added wages and wages in= +   kind
income social security contribution, employers land + + rrental
income interests dividends other property income so+ + + + ccial
security benefits social security contribution employ- , eees social
allowances + other current transfer sources oth

+

- eer current transfer
uses taxes on income net taxes on prod- - uuction

(4)

7Either GDP or GNP can be used depending on whether the domestic saving rate or national
saving rate is needed.
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household outlays household consumption expenditures=(5)

We can calculate the Chinese household saving rate from the FFAs (tangible
transaction) and obtain the U.S. personal saving rate directly from the NIPAs.
However, they are not comparable in several important respects.

Different Scopes of Households

In the context of China, the term “households” refers to resident individuals
or groups of resident individuals who share common living facilities, pool together
all or part of their income, have properties at their common disposal, and share
their housing, food, and other consumer goods and services (National Bureau of
Statistics, 2005). The term “persons” in the U.S. accounts refers to individuals,
non-profit organizations that primarily serve individuals, private non-insured
welfare funds, and private trust funds (Seskin and Parker, 1998). From compari-
son of the definition of the two terms, it is evident that China’s household sector
does not include Non-Profit Institutions Serving Households (NPISH), while the
U.S. personal sector does. In fact, the Chinese statistical agencies categorize non-
profit organizations as falling into the government sector (National Bureau of
Statistics, 2005, p. 463). This is understandable and inevitable in China at her
current stage of development, because the great majority of these institutions in
China have a strong governmental background. Some of them are even former
government agencies. This is in contrast to the case in the U.S., where non-profit
organizations are also non-governmental. Therefore, deducting the NPISH saving
from the U.S. personal saving, we obtain a more comparable saving rate of the two
countries (see Table 1).

“Net” and “Gross”

Disposable income in the U.S. NIPAs refers to income after deducting con-
sumption of fixed capital (CFC). Hence, the savings calculated from this income is
on a net basis. By contrast, the household disposable income in the FFAs of China
is not adjusted by deducting CFC. Hence, the saving that is recorded is concep-
tually gross saving. Therefore, in order to obtain the net household savings for
China, it is necessary to subtract CFC from the household disposable income. This
adjustment reduces China’s official saving rate significantly.

However, although the net saving rate measures the real saving level
of a country more accurately than the gross saving rate, we do not have
any data on China’s CFC by sector and therefore cannot estimate net saving
for China. The gross saving rate can be compared more easily among different
countries, because (i) most countries provide gross saving rates rather than net
saving data, and (ii) it is difficult to measure CFC in different countries consis-
tently. Therefore, instead of deducting CFC from the household disposable
income in China, we add the U.S. CFC to its household saving to derive the
adjusted gross savings and the saving rate for the U.S. The results are presented
in Table 2.
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Consumption and Services

The household consumption data in the FFAs in China are obtained from the
household consumption data in the expenditure-side GDP accounts. These data
yield the total final consumption expenditure on goods and household services. In
principle, these services include those offered to the employees by the employers in
the form of compensation and transfers in kind; services from owner-occupied
housing; and financial intermediate and insurance services that are provided by
financial institutions and insurance companies, respectively (National Bureau of
Statistics, 2007). However, in practice, GDP accounts in China do not include
financial intermediate and insurance services.8 Thus, the final consumption is
greatly underestimated and, consequently, the savings of Chinese households is
overestimated.

The final use data in the Use table of China’s Input–Output (IO) table are
based on the GDP accounts by expenditure approach. However, the IO makes
adjustments to certain items, one of which is the finance intermediate and insur-
ance services adjustment9 to the household consumption data. The household
consumption data in the IO tables for China include imputed services from the
finance and insurance industry. The result is that the household consumption data
in IO tables are more accurate conceptually and more comparable to the U.S.
consumption in NIPAs than the consumption data in the FFAs of China. There-
fore, we use the finance and insurance consumption data in China’s IO tables to
adjust the household consumption and then the saving in China. This procedure
will reduce the Chinese saving rate.

However, as the most recent available Use table of China’s IO table is for 2000
(see Xu et al., 2005), it is necessary to estimate the consumption data for the
finance and insurance service from 2001 to 2004. We assume that, for these four
years, the ratio of finance and insurance service to final household consumption
before adjustment is a constant.

We can further estimate the ratio of finance and insurance services to the
unadjusted household consumption from the historical data, and obtain 0.0344
with a variance of almost zero. So we set the ratio to 0.0344. Then, for example, in
2001:

final household consumption before adjustment 4,589,810 milllion 
Yuan final household consumption before adj

(

) ¥ =1 0344. ustment +
finance and insurance service 157,669 million Yuann adjusted
household consumption after adjustment of 

( ) =

finance and 
insurance service 4,747,479 million Yuan( )

Details on an annual basis are given in Table 3.

8This information comes from personal communication with staff in the Input–Output Table
Division of the Department of National Accounts in the NBS.

9The adjustment of finance and insurance service in the following sections, is calculated as follows:
adjustment of finance and insurance service = dummy output of finance and insurance industry ¥ rH,
where:

(1) dummy output of financial sector = interest income - interest outlay + commission income

(2) r
absolute value of household interest outlay household i

H =
+ nnterest income

absolute value of interest outlay interest + iincome, financial sector household included( )
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Contributions and Benefits of Social Security

In U.S. NIPAs, social insurance benefits are counted as income, but the social
insurance contributions of both employees and employers are not counted as
savings. In China, social insurance benefits and social insurance contributions of
employees are treated in the same way as the U.S. NIPAs. However, social insur-
ance contributions of employers are included in the compensation for employees;
hence, they are included in household savings. Therefore, in order to get a more
comparative measurement of savings between the U.S. and China, it is necessary
to subtract the social insurance contributions of employers from the household
disposable income in China. This will reduce both the household savings (numera-
tor) and the disposable income (denominator), and will reduce China’s household
saving rate. The results are included in column (4) of the final presentation table
(Table 4).

It is worth noting that the adjustments could be considered as either realloca-
tions of savings among different sectors or different categories of savings, because
the sum is national savings, which remains constant throughout our adjustments.10

Employers’ social security contributions are paid to the social security pools, so they
should be deducted from the household income and thus the household savings, and
then incorporated into the government income and thus the government savings.

10We thank an anonymous referee for pointing this out to us.

TABLE 3

Adjustment to Final Household Consumption for Imputed Services of Financial and
Insurance Industry, China, 1992–2004 (in hundred million Yuan)

Year

Final Household
Consumption

(1)

Consumption
Adjustment of
Financial and

Insurance Industry
(2)

Household
Consumption After

Adjustment of
Finance and

Insurance Service
(3) = (1) + (2)

1992 12,460 365 12,825
1993 15,682 544 16,226
1994 20,810 801 21,610
1995 26,944 941 27,885
1996 32,152 1,139 33,292
1997 34,855 1,090 35,945
1998 36,921 1,302 38,223
1999 39,334 1,407 40,742
2000 42,911 1,460 44,372
2001 45,898 1,577 47,475
2002 48,882 1,679 50,561
2003 52,686 1,810 54,495
2004 63,834 2,193 66,026

Notes:
Final household consumption is from the FFAs (tangible transaction) in the Comprehensive parts

of the China Statistics Yearbook (National Bureau of Statistics, 2000–07).
Consumption adjustments for the financial and insurance industry for 1992–2000 are provided by

the Input–Output Division, the National Accounts Department, the NBS.
Household consumption after adjustment for finance and insurance services for 2001–04 are from

our estimation, as mentioned in the text.

Review of Income and Wealth, Series 54, Number 4, December 2008

© 2008 The Authors
Journal compilation © International Association for Research in Income and Wealth 2008

664



T
A

B
L

E
4

A
d

ju
st

m
en

t
t

o
H

o
u

se
h

o
l
d

Sa
v

in
g

s
a

n
d

Sa
v

in
g

R
a

t
e

fo
r

So
c

ia
l

Se
c

u
r

it
y

C
o

n
t
r

ib
u

t
io

n
s,

In
t
er

es
t

a
n

d
O

t
h

er
C

u
r

r
en

t
T

r
a

n
sf

er
s,

C
h

in
a

,1
99

2–
20

04
((

1)
–(

10
)

in
h

u
n

d
r

ed
m

il
l

io
n

Y
u

a
n

,(
11

)
a

n
d

(1
2)

in
p

er
c

en
t

a
g

e
p

o
in

t
s)

Y
ea

r

H
ou

se
ho

ld
D

is
po

sa
bl

e
In

co
m

e
(1

)

H
ou

se
ho

ld
F

in
al

C
on

su
m

pt
io

n
(2

)

H
ou

se
ho

ld
Sa

vi
ng

s
(3

)
=

(1
)

-
(2

)

So
ci

al
In

su
ra

nc
e

C
on

tr
ib

ut
io

n,
E

m
pl

oy
er

(4
)

H
ou

se
ho

ld
In

te
re

st
s

U
se

s
(5

)

O
th

er
C

ur
re

nt
T

ra
ns

fe
r

U
se

s
(6

)

H
ou

se
ho

ld
C

on
su

m
pt

io
n

A
ft

er
A

dj
us

tm
en

t
of

F
in

an
ce

an
d

In
su

ra
nc

e
Se

rv
ic

e
(7

)

A
dj

us
te

d
H

ou
se

ho
ld

D
is

po
sa

bl
e

In
co

m
e

(8
)

=
(1

)
-

(4
)

A
dj

us
te

d
H

ou
se

ho
ld

O
ut

la
ys

(9
)

=
(7

)
+

(5
)

+
(6

)

A
dj

us
te

d
H

ou
se

ho
ld

Sa
vi

ng
(1

0)
=

(8
)

-
(9

)

H
ou

se
ho

ld
Sa

vi
ng

R
at

e
B

ef
or

e
A

dj
us

tm
en

t
(1

1)
=

(3
)/

(1
)

A
dj

us
te

d
H

ou
se

ho
ld

Sa
vi

ng
R

at
e

(1
2)

=
(1

0)
/(

8)

19
92

18
,0

90
12

,4
60

5,
63

0
37

7
6

29
2

12
,8

25
17

,7
13

13
,1

23
4,

59
0

31
.1

25
.9

19
93

22
,3

74
15

,6
82

6,
69

2
52

6
12

41
8

16
,2

26
21

,8
48

16
,6

56
5,

19
2

29
.9

23
.8

19
94

30
,8

62
20

,8
10

10
,0

52
74

2
20

39
8

21
,6

10
30

,1
20

22
,0

28
8,

09
2

32
.6

26
.9

19
95

38
,4

91
26

,9
44

11
,5

47
1,

00
6

17
36

6
27

,8
85

37
,4

85
28

,2
68

9,
21

7
30

.0
24

.6
19

96
46

,4
43

32
,1

52
14

,2
91

1,
25

2
24

43
9

33
,2

92
45

,1
91

33
,7

54
11

,4
36

30
.8

25
.3

19
97

50
,1

21
34

,8
55

15
,2

67
1,

45
3

25
56

6
35

,9
45

48
,6

68
36

,5
36

12
,1

32
30

.5
24

.9
19

98
52

,6
89

36
,9

21
15

,7
67

1,
56

3
31

59
7

38
,2

23
51

,1
26

38
,8

51
12

,2
75

29
.9

24
.0

19
99

54
,3

54
39

,3
34

15
,0

20
2,

05
2

28
70

40
,7

42
52

,3
02

40
,8

40
11

,4
63

27
.6

21
.9

20
00

57
,5

63
42

,9
11

14
,6

51
2,

49
2

40
22

0
44

,3
72

55
,0

71
44

,6
31

10
,4

40
25

.5
19

.0
20

01
61

,4
99

45
,8

98
15

,6
01

3,
08

8
81

35
47

,4
75

58
,4

11
47

,5
91

10
,8

20
25

.4
18

.5
20

02
68

,4
48

48
,8

82
19

,5
67

4,
04

9
36

7
18

4
50

,5
61

64
,4

00
51

,1
12

13
,2

88
28

.6
20

.6
20

03
74

,0
88

52
,6

86
21

,4
03

4,
88

3
53

7
34

6
54

,4
95

69
,2

05
55

,3
79

13
,8

27
28

.9
20

.0
20

04
93

,3
88

63
,8

34
29

,5
54

5,
78

0
1,

67
3

10
3

66
,0

26
87

,6
08

67
,8

02
19

,8
06

31
.6

22
.6

N
ot

es
:

H
ou

se
ho

ld
di

sp
os

ab
le

in
co

m
e,

co
ns

um
pt

io
n,

sa
vi

ng
s,

in
te

re
st

us
es

,
ot

he
r

cu
rr

en
t

tr
an

sf
er

us
es

,
an

d
so

ci
al

in
su

ra
nc

e
co

nt
ri

bu
ti

on
s

of
em

pl
oy

er
s

fo
r

19
97

–2
00

4
ar

e
fr

om
th

e
F

F
A

s
(t

an
gi

bl
e

tr
an

sa
ct

io
n)

in
th

e
C

om
pr

eh
en

si
ve

pa
rt

s
of

th
e

C
hi

na
S

ta
ti

st
ic

s
Y

ea
rb

oo
k

(N
at

io
na

lB
ur

ea
u

of
St

at
is

ti
cs

,2
00

0–
07

).
So

ci
al

in
su

ra
nc

e
co

nt
ri

bu
ti

on
s

of
em

pl
oy

er
s

fo
r

19
92

–9
6

ar
e

fr
om

T
ab

le
11

.2
5,

C
hi

na
L

ab
or

S
ta

ti
st

ic
al

Y
ea

rb
oo

k
20

03
an

d
20

05
(N

at
io

na
lB

ur
ea

u
of

St
at

is
ti

cs
,2

00
3–

05
).

N
ot

e
th

at
al

th
ou

gh
C

hi
na

di
d

no
t

ha
ve

a
na

ti
on

al
m

an
da

te
d

pe
ns

io
n

sy
st

em
un

ti
l1

99
7,

m
ed

ic
al

in
su

ra
nc

e
un

ti
l1

99
8,

un
em

pl
oy

m
en

ti
ns

ur
an

ce
un

ti
l1

99
9,

an
d

w
or

k-
in

ju
ry

in
su

ra
nc

e
un

ti
l2

00
3,

th
e

co
nt

ri
bu

ti
on

s
of

so
ci

al
se

cu
ri

ty
w

er
e

no
n-

ze
ro

be
fo

re
th

at
,b

ec
au

se
th

er
e

w
er

e
us

ua
lly

ex
pe

ri
m

en
ts

an
d

th
us

co
nt

ri
bu

ti
on

s
in

so
m

e
re

gi
on

s
an

d
ow

ne
rs

hi
ps

in
ad

va
nc

e
of

th
e

fin
al

un
ifi

ed
so

ci
al

se
cu

ri
ty

sy
st

em
th

ro
ug

ho
ut

C
hi

na
.

H
ou

se
ho

ld
co

ns
um

pt
io

n
af

te
r

th
e

ad
ju

st
m

en
t

of
fin

an
ce

an
d

in
su

ra
nc

e
se

rv
ic

es
is

fr
om

T
ab

le
3.

Review of Income and Wealth, Series 54, Number 4, December 2008

© 2008 The Authors
Journal compilation © International Association for Research in Income and Wealth 2008

665



Outlay Account

By comparing equation (3) with equation (5), we see that the measures of
China’s and the U.S.’s household outlays differ from each other to a great extent.
The U.S. outlays are composed of consumption expenditure, interest payments,
and the transfer payment to the rest of the world, while the outlays of China only
measure the first item. The exclusion of interest payments and other transfer
payments from the household outlays causes an upward bias in the household
saving rate of China. Thus, we make another adjustment by adding interest
payments and other transfer payments to the household consumption. The com-
plete procedures to adjust China’s household saving rate are shown in Table 4.

3. Results of the Bilateral Comparison

We have analyzed several differences in the household savings measurement
between China and the U.S. and made necessary adjustments for both sides to
derive the comparable saving rates. The main findings, summarized in Table 5 and
Figure 1, are as follows.

TABLE 5

Household Saving Rates After Adjustment, 1992–2004 (in percentage points)

Year 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
1992~2004

Average

China after
adjustment

25.9 23.8 26.9 24.6 25.3 24.9 24.0 21.9 19.0 18.5 20.6 20.0 22.6 22.9

U.S. after
adjustment

9.3 7.4 6.6 6.4 5.6 5.0 5.7 3.8 3.7 3.7 4.4 4.4 4.4 5.4

China–U.S.
gap after
adjustment

16.6 16.3 20.3 18.2 19.7 20.0 18.3 18.1 15.3 14.9 16.2 15.6 18.2 17.5

Notes: China and the U.S. data come directly from Table 4 and Table 2, respectively.
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Figure 1. Comparison of Household Saving Rates between China and the U.S., before and after
Adjustment
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First, once the Chinese measurement of the household savings and saving rate
is made comparable to the U.S. NIPAs, for the period from 1992 to 2004, the
average gap between China and the U.S. shrinks by 8.6 percentage-points, from
26.1 percent before the adjustment to 17.5 percent after it, which is far narrower
than the figure of over 30 percent that is cited by most previous studies.

Second, the household saving rate of China during these 13 years declines
from the 29.4 percent average, which is based on the unadjusted official data in
FFAs of China, to 22.9 percent on average after our adjustments. In particular, the
adjusted household saving rates for China in 2000, 2001, and 2003 are below 20
percent. Therefore, the usually cited figure of up to 30–40 percent has substantially
overstated China’s household saving level.

A number of estimates that have been cited for China’s saving rate in previous
studies can be compared with our results in terms of both value and concept. Woo
(2005) gave a figure of 40 percent for China’s saving rate in 2002. This figure is
actually the national saving rate, calculated by national savings divided by GDP.11

Modigliani and Cao (2004) estimated a time series of household savings from 1953
to 2000.12 The World Bank (2002) published a figure of 42 percent for China’s
saving rate in 1999, which was a domestic saving rate in concept.13 The Interna-
tional Statistical Yearbook (Liu, 1999) stated that China’s gross savings as a
percentage of GDP was 42.7 percent in 1997. The People’s Bank of China (1999)
measured China’s national saving rate and household saving rate from 1978 to
1997. In their research, the household saving rate was derived by adding financial
savings to tangible savings14 and the household saving rate was calculated both as
a percentage of GDP and of household income. In the calculation of Wei (2002),
the household saving rate of China was 24.6 and 29.9 percent in 1997 and 1998,
respectively. Guo and Han (1991) confused savings with the bank deposits of the
households, a confusion that was caused by the traditional use of the Material
Product System (MPS) in China.

In addition, the following remaining discrepancies should be emphasized,
which could not be taken account of due to the lack of available data. Firstly,
although the contributions to the social security system by employees and employ-
ers have both been deducted from adjusted household saving of China, as in the
U.S. NIPAs, remarkable differences remain in the contributions made to social
security in the two countries, because the social security systems differ greatly. The
U.S. social security system was developed as early as the 1930s. Social security
contributions in the U.S. cover such items as old-age pension, survivors’ insurance,
disability benefit, hospital insurance, supplementary medical insurance, unem-
ployment benefit, railroad retirement, veterans’ life insurance, and temporary

11Strictly speaking, the national saving rate is national savings divided by GNP in the U.S. NIPAs.
12In order to obtain data over a 50 year horizon, they estimated savings by capital inflow and

outflow, which is a different measurement from that in China’s FFAs; see footnote 6 in Section 2.
Further, they used the official release of consumption and estimated savings to deduce the household
disposable income.

13They used GDP consumption
GDP

− , where consumption cannot be used to derive savings

accurately.
14This is a different measurement from the one in China’s FFAs; see Section 2. The method that

we use in this paper, based on FFAs of China, is more internationally comparable.
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disability benefit. By contrast, China did not have a nationwide social security
system until the 1990s. Further, social security contributions in China covered only
basic pensions, unemployment benefit, basic medical insurance, and work-injury
insurance until late 2005. Therefore, the huge gap between the social security
systems should also be a critical factor for China’s high saving rate with respect to
the U.S., even after our adjustments.

Secondly, there is a substantial gap between the personal current tax rates of
the two countries. In China, the ratio of household taxes to compensation of
employees averages 6.8 percent from 1992 to 2004, while the average in the U.S.
reaches 18.5 percent.15 We attribute this difference to the great differences between
the taxation systems in the two countries. The scope of property taxes in the
household current taxes of China is much narrower than that in the U.S. For
example, inheritance tax and estate tax, which constitute a substantial proportion
of household tax outlays in the U.S., are not imposed in China. However, a formal
proposal has been made to implement such taxes in China in the next few years.
Thus, it might be that the Chinese household saving rate will decrease further as
changes are made to China’s taxation system. Furthermore, as the non-tax pay-
ments (donations and fees, fines, and forfeitures) that are deducted from the U.S.
personal income are not deducted from personal income in China, the household
saving rate of China will decrease somewhat if we take this into account.

Thirdly, rental income in China refers merely to land rental income, which has
a null record in the FFAs of China (tangible transaction), whereas the similar item
in the U.S. is far more comprehensive, including rents on real estate, non-
agricultural housing, and such franchise fees as patent, copyright, and ownership
of natural resources. However, we are unable to estimate and adjust this part,
because the relevant data in China are not available.

4. Concluding Remarks

It should be emphasized that the adjustment and comparison in this paper are
based on the method used to measure household saving in the U.S. NIPAs.
However, some studies have cast doubt on the NIPA approach. Nordhaus (1995)
even claimed that the current measurement for savings is a stone-age definition
used in the information age. However, given that the aim of our study is to obtain
comparative household saving rates to compare the true saving levels of China and
the U.S., we are reluctant to become involved in such a debate. For the purposes
of deriving a saving rate for China that can be compared to that of other countries,
NIPAs’ definition is the most relevant and suitable, because it is within the SNA
framework and results derived on its basis are, for the most part, internationally
comparable.

Besides, difference in the quality of data should always be a key issue of
attention in international comparisons. This is also true for comparing the saving
rate between China and the U.S. The statistical data in the U.S. would seem to be
superior to that in China for two reasons.

15Sources: calculation based on FFAs (tangible transaction) of China and NIPAs of the U.S.
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Firstly, the U.S. and China are at different stages of economic development,
which seems to have had an influence on the development of the statistical systems
in the two countries, because improving the quality of data is both time-consuming
and expensive. As a developing country, China needs to improve its statistical
system in many respects. For example, most developed countries collect data by
the extensive use of sampling surveys, a method that has not been used widely in
China, due to the lack of human and non-human inputs in the statistical surveys.

Secondly, there are several other important differences between China and the
U.S. For example, China lacks a national credit system and personal checks are
not widely used throughout the country. Further, a number of economic activities
are out-of-bank transactions with frequent use of cash, which cannot be captured
by statistical surveys; hence a great deal of personal assets and economic activities
are not covered by statistical data in China. This might have some effect on the
calculation of China’s household saving rate.

Thirdly, the NBS in China only released its first comprehensive national
economic census on December 6, 2005. Using the results of this census as a basis,
the NBS then raised China’s GDP for 2004 by 16.8 percent in current prices. One
of the most remarkable adjustments was that the GDP of the service sector was
increased by 2,130 billion Yuan, which accounts for 93 percent of the increase in
GDP for the whole economy. The service sector’s share of the GDP was increased
from 31.9 to 40.7 percent. The NBS also reported the adjustments to the growth
rate of China’s GDP for the period 1993–2004. Because of these revisions, the
average growth rate of GDP growth from 1979 to 2004 is 9.6 percent, 0.2 percent
higher than the previous release.

The newly released data and the adjustment to the historical data that was
based on the census results are calculated by industry by the production approach
and the data are also categorized by industries. The data from the economic census
can also be used to adjust the GDP from the expenditure side and thus to adjust
consumption, investment, and so forth. While we are mostly interested in the
structural changes in consumption and investment after the adjustment, the
related results have not been released. It might be that the related adjustments to
the expenditure-side GDP will have an effect on the household saving rate.

However, the purpose of the economic census has been to provide fuller
coverage of data collection in the Chinese economy. A study by the Asian Devel-
opment Bank (2006) has demonstrated that the GDP has been underestimated due
to the fact that statistical surveys in the service sectors have not collected all
relevant data. NBS has little information on the activities of getihu (unincorpo-
rated enterprises) and other privately owned businesses in personal, business,
cultural, and other services, and also on such activities of the newly emerging
service sector as computer and software services, real estate, equipment rental, and
business and consultancy services. So, if the economic census mainly covers more
activities by small enterprises and unincorporated enterprises, the estimates for
both investment and consumption would increase at the same time. Therefore,
although we do not know whether and how the expenditure structure of China’s
GDP will change for the time being, it is quite possible that consumption and the
investment structure of GDP would not be changed substantially and the effect on
the results for the household saving rate will be negligible.
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