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Abstract 1

Abstract

After the 3rd plenary session of the 11th National congress of
the CPC, Chinese economy and society has stepped into a new
stage. In this stage, Process transformation is the distinguished
character, which has two aspects, one is the institutional transfor-
mation with the core of “market”, the other is development trans-
formation caused by industrialization and industrialization promoted
by information. The former is the process of planning economic
system changing into market economic system, in order to improve
the social productivity. The latter is the structure optimizing
process of dual economy changing into single modern industrial
economy or knowledge economy. The main result of this changing
is the rapid urbanization process characterized by industrial struc-
ture optimization and the aim is to expand social economic outcome
rapidly. Market leading institutional transformation process which
interacting with industrialization and urbanization leading structure
optimization form the base of Chinese economic reform and
development. Accompanying with social and economic transforma-
tion, industrialization and urbanization have been focuses in both
nowadays and future,

GDP per capita in China has exceeded US$ 1, 000 since 2003.
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In view from worldwide economic and social experience, GDP per
capita of a nation or a district except for resource nations, exceeds
US$1, 000, means that the economy of the nation has developed
into a new stage. Then, according to economic growth theory, na-
tional domestic demands, industrial structure and the international
economic relationship will play important roles in promoting and
accelerating social — economic development, it is a rapid economic
expansion period, many social — economic problem will also raise
up in this stage. World development history indicates, not every
nation could pass the stage stably. Only when Balances investment
and consumption, deals well with the relationship between manu-
facturing industry and industrial change trends, could society and
economy develop sustainable.

GDP per capita in China has exceeded US$ 1, 000 since 2003.
In view from the worldwide urbanization regularity, China is in the
rapid urbanization progress. China’ s urbanization is not only far
behind its own industrialization but also far behind other nations’
under the same development level. Lagging in urbanization has
been the “giant bottleneck” for the development of national general
ability and national competition ability, seriously limiting industrial
development. The original cause of domestic inadequate is the lag-
ging of urbanization, rural people who is the most portion of na-
tional population has been banded in the low productivity agricul-
ture department, the retail in county and below level is only
32. 87%of the total, if getting rid of county towns, the rural retail
will be even more lower. Supposing urbanization increasing syn-
chronously with industrialization, eliminating the discrimination

between urban and rural consumption market, industrial and agri-



Abstract 3

cultural product having stable market, domestic demands would be
the base and support for the economic stable development in China.

Since later 90’ s of the 20th century, demand restraint has be-
come an important issue in the economic development of China. For
a large country, consumption should be the first drive in economy.
Consumption is one of the “three carriages” in driving economic
development., However, among consumption, investment and ex-
port three key elements, the actual action of consumption in China
is quite weak, only investment and export are the real driving
forces in the economic growth of China.

The percentage of investment in GDP has achieved 51.3% in
2004, and the reliance on foreign trade is as high as 70%, which
has become the source for unstable growth in economy. Related
study shows that every 1% of growth in investment could bring
0.2% of growth in GDP; and every 1% of growth in resident con-
sumption could bring 0. 8% of growth in GDP at present in China.
It can be seen that the growth in consumption has direct restriction
on economic growth, The development of foreign trade in China
and the continuous increasing reliance on foreign trade has driven
the foreign trade in China inevitably into an age with international
economic friction, where attention shall be paid to the negative im-
pact of frequent and constant trade frictions. Provided that a
development mainly driven by internal demand can be achieved in
China, there will be more choices and larger leeway for the Chinese
economy. Therefore, excessively reliance on investment demand
and export for stable development of Chinese economy is hard to be
long. None but with steadily increasing in domestic consumption,

investment demand and efficiency can be improved. The long ob-



