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Abstract: Using Polychoric PCA to reduce the dimensionality of a serial of geographical endowment variables into
geographical endowment index. Getting the Euler function about the causal relationship between geographical
endowment index and consume growth rate by merging Romer production function with Ramsey model. The Euler
function indicates that the long- term growth rate of consume is negative when geographical endowment index is
relatively low. The long-term consume growth rate of agricultural households transfer from negative to positive with the
increasing of geographical endowment index. Using CHNS data to validate the above mechanism and putting forward
some corresponding policy suggestions.
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Tab.2 Results of parameter estimation
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Fig.2 Non-parametric estimation (model 1)
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