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dustry with weak foundation and the traditional third industry in China. The so-called advanced
industry refers to the knowledge-intensive industry such as finance, materials distribution and
economic-technologic consultation. The development of advanced industry can not only enable
China to meet the challenges of WTO, but also establish a mutual-beneficial relationship be-
tween its rapid growth in GDP and the development of the third industry.

There are two necessary conditions to develop advanced service industry:first, it needs the
support of human resources with high quality; second, it needs certain multiplier effect to ex-
pand its radiation effect. The paper holds that to develop advaned service industry on the basis
of the fundamental development of education industry may produce the effect of killing many
birds with one stone:first, it helps to attract foreign capital to invest in hi-tech industry; sec-
ond, it helps to transfer the results of science and technology into practical application through
the activities from industry, university and institute; third, it helps to set up advantageous
communities with a great number of specialists of science and technology as well as specialists
of soft science, in order to dominate the high-leveled service market quickly; fourth, the ad-
vantages of communities with specialist from all fields will not only be able to have leading
effect on marginal consumption propensity, but also be able to promote the adjustment of the
first, second and third industries, and expand the multiplier effect of economic growth.

Key words: advanced service industry; circulation mechanism of education economy; ra-

diation effect
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The Equilibrium Impact of the Interest-Tax
Shocks on Steady Consumption

FEI Jian-ping',SUN Chun-xia®
(1. Scholl of Economics» Huazhong University of Science and Technology;
2. School of Public Administration , Huazhong University of Science and Technology ,Wuha, Hubei 430074 ,China)

Abstract: The direct impact of interest-tax shock is the reduction of interest, so econo-
mists commonly argue that inerest-tax shock will reduce saving and encourage consumption and
thus increase aggregate demand and outputs. By analyzing two effects of interest-tax shock, un-
der a simple model of general equilibrium dynamics—the increasing marginal propensity to con-
sumption and reducing capital stock—we find the effect of interest-tax shock on steady-state
consumption and steady-state income in long-run. Keeping time preference rate and depreciation
rate constant,interest-tax also has the property of Laffer Curve, that is, steady-state consump-
tion and steady-state income increase first and then decrease with the increase of interest-tax
rate,reflected in the reversed“U”shape.

Key words: interest-tax; steady-state;comparative static



