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of urban space in the age of risk.

(4) Building a National Innovation System with Chinese Characteristics to Vault over
the Middle Income Trap
Gong Gang , Wei Xiye, Yang Xianming et al. <+ 61 -+

Some doubts have been expressed over the existence of the middle income trap.
On the basis of a transition probability matrix and the uniform growth theory
interpretation, we clarify the queries about its existence, using a growth theory
framework to research the causes, mechanisms and conditions of the middle income
trap in developing countries from the perspective of technological progress. Our
findings show that whether a developing country can escape the middle income trap
depends upon whether the technological growth rate it achieves through independent
R&.D is higher than that of frontier countries. The construction of a national
innovation system and the implementation of an innovation-driven development
strategy in China are laying an institutional foundation that will enable the country to

vault over the middle income trap.

(5) Correlation of the Virtual and the Real Economy . Empirical Research at the Level
of Scale and Periodicity Su Zhi, Fang Tong and Yin Libo « 87

The virtual economy’ s divergence from the real economy has become a classic
feature of the global economic system, and China is no exception. On the basis of the
GVAR model and 1992-2016 macro-economic and financial data of major
representative countries across the globe, we conducted research focused on testing
the correlation between the virtual and the real economy in China in terms of scale
and periodicity within the framework of economic globalization. Our findings show
that both scale and cyclical fluctuations demonstrate the increasing divergence of the
virtualand the real economy. At the level of scale, the virtual economy is
unresponsive to the real economy’ s reaction to shocks but is more sensitive to
shocks to itself, and has a “crowding out effect” on the real economy. At the level of
cyclical fluctuations, the real economy just has a short-term pilot effecton the virtual
economy. A nonlinear Granger causality test further confirms the fact of divergence.
In these circumstances, pricing and monetary policy can suppress the tendency for the

virtual economy to diverge from the real economy. Our analyses provide detailed
e 205 -



