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Abstract 

Based on the use of reasonable quantitative methods to estimate the stock data of 
Shandong Province’s "traditional cultural capital", an empirical test was conducted on 
the relationship between "traditional cultural capital" and economic growth in 
Shandong Province during this research in which cultural capital and institutional 
factors are incorporated into the endogenous economic growth model, and panel data of 
17 cities in Shandong Province, China from 1997 to 2016 are selected. The results show 
that "traditional cultural capital" can not only promote the economic growth of 
Shandong Province by influencing the accumulation of material capital, but also provide 
effective impetus support for the economic growth of Shandong Province through its 
positive effect as an informal institutional constraint. Finally, this paper puts forward 
the relevant enlightenment on how Shandong Province should effectively use excellent 
traditional cultural resources to promote local economic development under the new 
situation. 
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1. Introduction 

Regional culture and regional economic development are inextricably interwoven with each 
other. As the cradle of Confucian culture, Shandong Province in China is blessed with unique 
and abundant traditional cultural resources. Whether these traditional cultural resources can 
be adopted as a kind of capital element, that is, "traditional cultural capital" to further affect 
Shandong's economic growth based on the perspective of cultural capital theory? To what 
extent and through which mechanism will this theory exert effect on the local economy? Will it 
be possible to inject endogenous impetus into Shandong's future economic growth by 
strengthening the accumulation of "traditional cultural capital"? The detailed interpretation for 
such issues, therefore, has increasingly become a key topic amid taking the initiative in 
transition from old to new growth drivers and economic transformation and upgrading in the 
economic development of Shandong Province.  

As culture itself is featured by being regional, diverse, complex, and hard to quantify, 
researchers have difficulty in selecting a reasonable indicator system for measure. Thus, 
researchers in academia, in its initial stage, focused more on paradigm research between the 
relationship of culture and economic growth. In order to overcome this defect, Bourdieu (1986) 
first proposed the concept of cultural capital, but he did not define the connotation of cultural 
capital from the measure of value. Then, Throsby (1999) introduced cultural capital into the 
analysis process of economic growth, and pointed out that cultural capital refers to the 
accumulation of culture value in the form of wealth and affirmed the economic value brought 
by culture. Later, Bucci &Segre (2011) incorporated cultural capital into the endogenous 
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economic growth model, and theoretically demonstrated the role of cultural capital in 
promoting economic growth. In comparison with related foreign research, China’s domestic 
research on cultural capital commenced relatively late, which is mainly reflected in two aspects: 
firstly, deeper discussions have been done towards the connotations and measurement 
methods for cultural capital on the basis of learning from foreign research achievements (Chen 
Zanxiao, 2007; Jin Xiangyu and Wu Peng, 2009, etc.). Secondly, it is to analyze the mechanism 
of cultural capital on economic growth based on China’s reality, and relevant studies 
unanimously agree cultural capital may be used for economic growth by influencing factors 
such as human capital or material capital, or it will affect economic growth through institutional 
factors, entrepreneurship and other ideologies (Gao Bo and Zhang Zhipeng, 2004; Ye Cheng, 
2007; Fang Dachun, 2008; Wang Yun, 2012, etc.) 

To sum up, concerning the relationship between cultural capital and economic growth, scholars 
both at home and abroad have carried out extensive and in-depth studies from different angles, 
and have unanimously affirmed the contributions of cultural capital to economic growth. 
Doubtlessly, such studies are vital to the development of this research. Up till now, the majority 
of research has been done at the national level. There are, however, few studies involving the 
provincial and municipal levels. The empirical research on the subject of Shandong Province is 
almost blank. Despite the fact that some scholars discussed relevant issues related to traditional 
culture and the economic development of Shandong Province, they rely more on literature 
review and normative analysis to draw their conclusions (Feng Feng, 2008; Sun Haiyan, 2010; 
Tian Yanmei, 2015; Shi Changjuan, 2017, etc.). Few studies have been analyzed the influence 
mechanism of traditional culture on Shandong's economic growth from the point of cultural 
capital.  

On that account, this paper empirically tests the relationship between “traditional cultural 
capital” and economic growth in Shandong province by constructing an econometric model and 
selecting reasonable measurement indicators for cultural capital. By doing this will provide 
empirical evidence for boosting economic growth by effectively using transitional culture 
resources. At the same time, this paper provides innovative ideas for Shandong Province to 
further promote high-quality economic development in the context of the transition from old 
to new growth drivers. 

2. Research Hypothesis and Model Construction 

2.1. Research Hypothesis 

As the hometown of Confucius and Mencius (two well-known philosophers in ancient China), 
the traditional Confucian culture of Shandong Province enjoys a long history. What the 
Confucian culture advocated "diligence and thrift" directly or indirectly facilitated the 
accumulation of material capital at the micro level such as household savings of the economic 
and social residents of Shandong Province. In the meantime, this provides prerequisite for the 
growth of local investment. In the case of increasing investment scale, the increasing return to 
scale effect of capital will play a powerful role in promoting economic growth. Therefore, based 
on the above-mentioned analysis, this research proposes the following hypotheses: 

𝐻1: "Traditional cultural capital" can boost the economic growth of Shandong Province through 
affecting the accumulation of material capital. 

Besides, institutions are an important soft resource to achieve optimal allocation of elements, 
ensure fair competition and improve the efficiency of the market economy in the economic 
society. From the perspective of the relationship between culture and institutions, institutions 
are often formed in a specific cultural atmosphere, and cultural genes are a significant factor 
which influences people's choice and recognition of the system, and affects the efficiency of the 
system to a certain extent. Excellent traditional cultural heritage has a multiple effect on the 
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building of an advanced economic system and its practical effects, which in turn affects social 
and regional economic growth. Based on the above analysis, this research proposes the 
following hypotheses: 

𝐻2: "Traditional cultural capital" can act on Shandong's economic growth through institutional 
factors. 

2.2. Model construction 

In accordance with the research theme and the above research hypothesis, this research draws 
on the research experience of Bucci &Segre (2011) and Li Juanwei &Ren Baoping (2013), 
combined with the operability of index acquisition, and incorporates "traditional cultural 
capital" and institutional factors into endogenous economic growth model. The functional form 
of “traditional cultural capital” acting on economic growth by adjusting capital and institutional 
factors is as follows: 

𝑌 = 𝐴𝐼[(𝜇𝐶)𝜃𝐾]
𝛼

𝐻𝛽 , 𝐻 = ℎ𝐿，0 < 𝜇 < 1, ⥂  0 < 𝛼 < 1,0 < 𝜃                        (1) 

In the formula (1), 𝑌 represents the output level, 𝐴 is the technical parameter. To put in a simple 
way, here 𝐴 will be set to 1, which means that there is no technological change; 𝐼represents a 
institutional efficiency parameter, 𝐶  represents the stock of "traditional cultural capital"; 𝜇 
shows the share of "traditional cultural capital" that affects the accumulation of material capital. 
𝐾 is the stock of material capital; 𝐻 is the stock of human capital; 𝜃 represents the extent to 
which "traditional cultural capital" to the accumulation of material capital; 𝛼 and 𝛽 represents 
the output elasticity of material capital and human capital. ℎ indicates the stock of per capita 
human capital; 𝐿 is the number of laborers. 

As tradition can exert an impact on the system based on the preceding analysis, the author 
conclude that the functional expression (1) of the factor of institutional efficiency and 
"traditional cultural capital" is as follows: 

𝐼 = [(1 − 𝜇)𝐶]𝜂                                                                      (2) 
In (2), 𝜂 means the extent to which the stock of "traditional cultural capital" to the institutional 
efficiency; 1 − 𝜇means the share of institutional efficiency to "traditional cultural capital". 

Eventually, after solving the equations (1) & (2), per capita output 𝑦is obtained by dividing, on 
both sides at the same time, the number of labour force 𝐿. The measurement model of this paper 
is constructed as follows: 

𝑙𝑛𝑦𝑖𝑡 = 𝛼0 + 𝛼1 𝑙𝑛𝑐𝑖𝑡 + 𝛼2 𝑙𝑛𝑘𝑖𝑡 + 𝛼3 𝑙𝑛ℎ𝑖𝑡 + 𝛼4 𝑙𝑛𝐿𝑖𝑡 + 𝛼5𝑋𝑖𝑡 + 𝑢𝑖 + 𝜀𝑖𝑡  

Among the above formula, 𝑐𝑖𝑡  means per capita stock of "traditional cultural capital", 𝑘it means 
stock of per capita material capital and 𝑋𝑖𝑡  means control variable 𝑢𝑖 means individual effect. 

3. Variables, data specification and empirical analysis 

3.1. Variables and data specification 

Explained variables: In order to eliminate the impact of price fluctuations, per capita output 
(𝑦𝑖𝑡) based on the price level of Shandong Province in 1997, will use the GDP deflator to convert 
nominal per capita GDP. 

Core explanatory variable: Per capita stock index of "traditional cultural capital" ( 𝑐𝑖𝑡 ) is 
calculated by dividing the stock of "traditional cultural capital" in Shandong province by the 
number of laborers. In order to estimate the stock of “traditional cultural capital” in Shandong 
Province, this paper firstly calculated the cultural capital investment through the sum of  
expenditures on cultural consumption of urban and rural residents in various cities and towns 
in Shandong Province, fiscal expenditures on cultural building of the local government, and 
investment on cultural fixed asset .Based on the price level of Shandong Province in 1997, take 
the estimation method of fixed capital investment for reference, set the depreciation rate to 5% 
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and estimate the cultural capital stock of Shandong Province, and finally deduct the market 
cultural capital stock from it.The remaining part is the stock of "traditional cultural capital". The 
calculation method of the market cultural capital stock consults the research of Li Juanwei&Ren 
Baoping(2013), which is calculated by multiplying the province’s cultural capital stock and the 
marketization index. The relevant data of the marketization index is derived from the 
Marketization Index of China's Provinces NERI REPORT 2018. 

Other explanatory variables: Per capita physical capital stock (𝑘𝑖𝑡) is set, based on 1997, the 
depreciation rate to 5%. Other explanatory variables can be gained after using the perpetual 
inventory system to estimate the fixed capital stock of each city and dividing it by the number 
of laborers in the same period. Per capita human capital stock (ℎ𝑖𝑡 ) is calculated using the 
education years method. The number of labor force ( 𝐿𝑖𝑡 ) is expressed by the number of 
employees in each city at the end of the year. 

Control variables: In order to test the stability of the model and the estimation results, this 
paper, based on the empirical conclusions of the previous studies, adds foreign trade 
dependence( 𝑡𝑟𝑎𝑖𝑡 ), foreign investment dependence( 𝑓𝑑𝑖𝑖𝑡 ), industrial structure( 𝑠𝑡𝑟𝑖𝑡 ), and 
urbanization rate (𝑢𝑟𝑏𝑖𝑡). Among them, foreign trade dependence (𝑡𝑟𝑎𝑖𝑡) is demonstrated as 
the proportion of the total import and export volume of each city in the GDP of the same period; 
foreign investment dependence (𝑓𝑑𝑖𝑖𝑡) is shown by the proportion of the actual use of foreign 
direct investment in each city in the GDP of the same period; the industrial structure (𝑠𝑡𝑟𝑖𝑡) is 
expressed by the proportion of the output value of the second and tertiary industry in the 
national economy; the urbanization rate (𝑢𝑟𝑏𝑖𝑡) is expressed by the proportion of the urban 
population to the total population of each city over the years. 

The data used in this paper mainly comes from Shandong Statistical Yearbook (1998-2017), 
China City Statistical Yearbook (1998-2017) and statistical yearbooks of various cities in 
Shandong Province. 

3.2. Empirical analysis 

As data panel has fixed and random effects, this paper, for the sake of improving the reliability 
of the prediction results of the model parameter before the regression analysis, firstly uses the 
Hausman test method to judge the model selection with the help of Eviews 10.0. The test value 
is 61.52(𝑝 = 0.000), which indicates that the panel data model with fixed effects is more 
appropriate in this paper. 

The regression results of the model are shown in Table 1: The stock of per capita "traditional 
cultural capital"(𝑐𝑖𝑡) has a remarkable positive effect on per capita output. Besides model 1, 
parameters in the remaining models are statistically significant at the 1% with the gradual 
addition of new explanatory variables and the effect value of per capita output has not changed 
much. This phenomenon has demonstrated in a certain period of time, "traditional cultural 
capital" has a sustained and stable promotion of economic growth in Shandong Province. In 
addition, compared with other explanatory variables, per capita material capital stock( 𝑘𝑖𝑡 ) 
corresponding to the estimated coefficient in the model is maintained at a level of about 0.5, 
and both pass the significance test at the 1% level, showing that the accumulation of material 
capital has been the most crucial factor in promoting Shandong's economic growth whereas the 
estimated coefficient of the number of labor force ( 𝐿𝑖𝑡 ) remains positive, but it can be 
considered that the facilitation to the number of labor force on the economic growth of 
Shandong Province is not particularly obvious after passing the significance test in Model 1 (𝑝 <
10%) and Model 2 (𝑝 < 5%). Relatively, the estimated coefficients of per capita human capital 
stock (ℎ𝑖𝑡) are all positive and pass the significance test, which shows that the education status 
and cultural quality of the labor force play a far greater role in the economic growth of 
Shandong Province than the role and value of the labor force. 
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Among those control variables, the estimated coefficients of urbanization rate (𝑢𝑟𝑏𝑖𝑡), foreign 
trade dependence (𝑡𝑟𝑎𝑖𝑡), and foreign investment dependence (𝑓𝑑𝑖𝑖𝑡) all remain positive and 
pass the significance test. All this shows that the labor force in the province is transferring from 
the agricultural sector to the industrial sector and that developing foreign trade and making 
use of foreign direct investment for Shandong's economic growth can drive Shandong's 
economic growth. The industrial structure (𝑠𝑡𝑟𝑖𝑡) only passed the significance test (𝑝 < 5%) in 
Model 2, indicating that the industrial structure's role is not obvious in promoting economic 
growth in Shandong Province. This may attribute to many unreasonable internal structures in 
the secondary and tertiary industries in Shandong Province. 

 

Table 1 Regression Results on Econometric Model 
 Model 1 Model 2 Model 3 Model 4 Model 5 

𝑙𝑛𝑐𝑖𝑡   0.0283
** 0.0496∗∗∗ 0.0453∗∗∗ 0.0675∗∗∗ 0.0644∗∗∗ 

𝑙𝑛𝑘𝑖𝑡   0.5312∗∗∗ 0.5013∗∗∗ 0.4769∗∗∗ 0.5327∗∗∗ 0.5296∗∗∗ 
𝑙𝑛ℎ𝑖𝑡   0.1231∗ 0.1432∗∗ 0.1674∗∗ 0.1383∗ 0.1294∗∗ 
𝑙𝑛𝐿𝑖𝑡   0.1114∗ 0.1365∗∗ 0.1687 0.1542 0.1761 
𝑠𝑡𝑟𝑖𝑡 —— 0.0336∗∗ 0.0470 0.1265 0.1242 
𝑢𝑟𝑏𝑖𝑡 —— —— 0.5333∗∗∗ 0.6718∗∗∗ 0.6725∗∗∗ 
𝑡𝑟𝑎𝑖𝑡 —— —— —— 0.2037∗∗∗ 0.2166∗∗∗ 
𝑓𝑑𝑖𝑖𝑡 —— —— —— —— 0.1013∗ 

Constant 0.3728 1.2557∗∗∗ 0.6304 0.3571∗∗∗ 0.3463∗∗∗ 
𝑅2 0.4151 0.4174 0.4496 0.4217 0.4219 

𝐹 − statistics 478.31∗∗∗ 457.68∗∗∗ 434.75∗∗∗ 449.28∗∗∗ 426.92∗∗∗ 

* Significant at 10%,** Significant at 5%,*** Significant at 1%. 

 

Moreover, by estimating the positive and negative of the parameter 𝜃 and 𝜂 in equations (1) 
and (2), the research hypothesis (𝐻1, 𝐻2) were tested and the results were as follows: in the 
case of cultural capital depreciation rate which remains at 5%, 𝜃  is positive and passes the 
significance test ( 𝑝 < 1%), which shows that “traditional cultural capital” has an obvious 
positive effect on the accumulation of material capital in Shandong Province. Similarly, 
estimation results from the parameter 𝛼1 demonstrate that “traditional cultural capital” has a 
sustained and stable promotion effect on Shandong's economic growth. It can be seen that 
"traditional cultural capital" can promote the economic growth of Shandong Province by 
affecting the accumulation of material capital. And 𝐻1  is supported. The parameters 𝜂  also 
prove to be positive and pass the significance test (𝑝 < 1%), combined with the estimated 
results of the parameters 𝛼2and 𝛼3, show that "traditional cultural capital" can promote the 
economic growth of Shandong Province through institutional factors. And 𝐻2 is also supported. 

4. Conclusion and Suggestions 

This paper is based on the perspective of cultural capital theory, drawing on existing related 
research results, and using panel data of 17 cities in Shandong Province, China from 1997 to 
2016, to tentatively estimate the stock of “traditional cultural capital” in Shandong Province, 
and it is concluded that “traditional cultural capital” can effectively promote the economic 
growth of Shandong Province through two paths of capital accumulation and institutional 
constraints by empirical tests, further indicating that traditional cultural resources play an 
important role in Shandong’s economic growth that cannot be ignored. 

Based on the empirical test results and research conclusions, this study believes that in the 
context of accelerating the transition from old to new growth drivers and promoting  industrial 
transformation and upgrading, in the process of economic and social development in the future, 
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Shandong Province will, on the one hand, continue to vigorously promote the inheritance and 
development of excellent traditional culture, enrich and innovate the manifestations of 
traditional culture, increase the propaganda of excellent traditional culture; on the other hand, 
we must deeply dig the factors that are conducive to economic growth in traditional culture, 
and actively explore the effective paths of transforming excellent traditional cultural resources 
into cultural capital in economic construction to enhance its economic value. By promoting the 
long-term accumulation of “traditional cultural capital” and giving full play to its positive effects 
as informal institutional constraints thus injecting new impetus and vitality into the sustainable 
growth of the local economy, the economy of Shandong Province will therefore be developed 
steadily and healthily. 
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