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ABSTRACT

In today’s theoretical circle, the studies on industrial
structures are mainly confined with in analysis of the
present conditions of the structures and their, changing
trends but this book aims at a tentative analysis of the
mechanism of industrial structure a field which lies be-
tween the above two. It covers the effect on economic
growth of the structure’s present state and changing tend-
encies, namely, structural effect on modern economic
growth, as well as the mechanisms of its function and
realization so as to provide a theoretical basis and guide-
lines for formulating industrial policy.

The basic argument of this book is that, in the inter-
national process of modern economic growth, structural
effect is an important variable which determines economic
growth, This argument comes from a criticism on tradi-
tional economic growth theory, as well as from an
analysis of and conclusion drawn from the essense of
complicated economic activities. That is the thread along
which the book will develop.

Undoubtedly, the structural effect in modern eco-



nomic growth has attracted people’s attention. Some noted economists, such as
Walt W.Rostow and Hollis Burley Chenery, have done some research and expo-
sition on this aspect. This book, however, displays originality in a systematic
study of structural effect and theoretical expounding of its function mechanism,
trying to provide a comprehensive theoretical model of the effect.

The theoretic system of this book develops from the abstract to the
concrete. First, in the abstract, by taking industrial structure as a “white box”,
and the intermediate product movement—inter-industrial input-output-as its
analysis model, the author tries to make a study of the technical matrix level,
scale-deepening and present state and changes of polymerizing quality, together
with their impact on economic growth, and to reveal the effect of structural in-
terrelation mechanism for its realization. Then, the final demand and its compo-
sition are introduced, the open input-output model is turned into a closed one,
and industrial structure is dealt with as a “black box”. Taking industrial
structure as corresponding to demand structure, from the angle of national prod-
uct movement, the author observes the degree of the structure’s response to de-
mand structural changes ( structural elasticity) and its effect on economic
growth, trying to reveal the mechanism of structural clasticity effect and its
realization. On this basis, the book introduces variables such as resource struc-
ture and allocation structure, looking upon the industrial structure as a dynamic
system which exchanges energy with the outer circumstances before reviewing the
structure’s development and its effect on economic growth and revealing structural
development effect and mechanism of its realization. Finally, putting the industrial
structure in the large context of international divisions, the author makes a study of
to what degree and in what form our domestic industrial structure has taken part in
international industrial divisions and its effect on economic growth, bringing to light

the mechanisms of structural opening effect and its realization.
Effect of Structural Interrelations

Structural interrelations are not only a problem of proportions between the



industries, but also the aggregate of industrial stereoscopic input-output
relations. It is an organism composed of three-dimension-vectors: level, scale
and quality of industrial input-output.

Technical matrix level, which reflects industrial input-output, is closely re-
lated to the rate of economic equilibrium growth. Once the technical matrix level
is determined, we can obtain an equilibrium growth rate and the relevant pro-
duction structure from non-negative matrix’s Frobnis and the appropriate vectors
of characteristics. With technical matrix level raised, changes will take place in
the channels of economic equilibrium development so as to guarantee the acceler-
ated economic growth. On the other hand, the level of industrial interrelations,
which consumes a great deal of energy, is unlikely to support the speedy eco-
nomic growth. A lift in the industrial input-output level is determined not only
by correct, selection structures but also by adjustment of the interests among the
industries.

The enlargement of transaction scale among sectors is shown in the deepe-
ning of input-output interrelation level, which is mainly brought about by the in-
crease of purchase between the sectors and the substitutions of manufactured
goods for primary products. An analysis of both sum totals and sectors reveals
the close relativity between deepening of interrelations and economic growth. Its
mechanism of function lies in the fact that the process of qualitative change, dur-
ing which the social division of labour accelerates self-reproduction, has greatly
improved people’s ability in receiving and handling outside information and acqui-
ring knowledge and techniques, whereas the economic efficiency is a positive
function in the improvement of the ability. Nevertheless, the mechanism which
guarantees the establishment of the relationship is based on the fund
accumulation for starting economic growth, the adjusting device which is to lift
the degree of equilibrium, and the efficiencies of economic feedback and circula-
tion which act as control variables.

The polymerizing quality of structural interrelations means the coupling

styles among industries and their overall function. The organic integration of the



three basic styles parallel coupling, series coupling and feedback coupling reveals
the proportions between the sectors, i.e. the orders for productive continuation,
complexity of pluralism and continuity of circulation. The improvement of the
polymerizing quality will promote efficiency in resources utilization and external
economic effect so that it will have an impact on economic growth. The target of
quality improvement should not be for the short-run balance but for longterm
equilibrium. In the process of longterm equilibrium we cannot simply repress the
long-run procedures and supplement the short-run ones, but we can implement
different polices in accordance with different situations, paying close attention to
embodied short-run and long-term equilibriums ( That is, the long-run sectors
change its original point of structural equilibrium-point by reducing input re-
sources.). Price mechanism plays an important role in the two equilibriums.
Meanwhile, in order to strengthen the stability of structural polymerizing
quality, we can only seek to keep the relative equilibrium and to realize, in the

temporary in balance, continuative dynamic equilibrium.
Structural Elasticity Effect

When supply structure is taken as a function of demand stucture, the degree
of demand structure’s reaction to the changes in supply structure will become an ex-
ternal expression of structural interrelation effect, i.e. structrual elasticity effect.

There is a distinction between quantitative and qualitative in the changes of
supply structure—the former is the changes in product structure in which the
components of latent production ability are supposed to be unchanged; the
latter, changes in latent production capacity. Therefore, the response of supply
structure to changes in demand structure can be divided into two categories with
an essential distinction: quasi-elasticity and elasticity. The value of structural
elasticity can be measured in terms of aggregate or individual summary.

When the structural elasticity equals one, the change of industrial structure
have the largest positive effect, which is shown in two aspects: one is the maxi-

mized utilization of gross product: the other is the maximized efficiency in utili-



zing production capacity. These constitute the internal measurements of
structural elasticity effect.

Although structural elasticity means the degree of supply structure’s re-
sponse to changes in demand structure, nevertheless, whether the maximized u-
tilization of gross product and maximized efficiency in utilizing production
capacity can be brought about by the response is still dependent upon the
changes in both supply and demand. The demand analysis of structural elasticity
effect is to observe the different impacts on structural elasticity effect of the
structure’s regular changes, lagging changes and leading changes on the supposi-
tion that the changes of supply structure are conformed with the law. The supply
analysis of structural elasticity effect is to study the different impacts on struc-
tural elasticity effect of the structure’s regular changes, distorted changes and
rigid changes, provided that demand structure changes regularly. Finally, taking
China as an example, the author tries to make a comprehensive analysis of the

structural elasticity effect by reviewing the changes in demand and supply.
Structural Development Effect

Industrial structural development is a change under alternate function in
which the industrial structure exchanges energy with outer circumstances, it is
the external dynamic reflection of qualitative change in structural interrelations,
i.e. the sequential alternation of advantages among the industries. In the process
of the structural development, the guiding sector plays a very important role.

As a regular dynamic process, industrial structural development has three
essential variables that determine its orderly development: demand structure,
relative cost and international trade. The sequence of the countries’ stepping into
modern economic growth has an important effect on structural development
variant.

The process of structural development is a dynamic combination of some
sectors with a growth acceleration and others with a deceleration. Therefore, its

relationship to national economic growth is always shown as the growth under



the changes of sector structures, which is opposite to the growth under the fixed
ratio of sector products. The mechanism of the structural development effect
mainly consists of two aspects:

1. Since the original sectors are substituted by the sectors with a higher in-
come elasticity and a higher efficiency growth rate, the latter not only offsets the
effect of the decreased growth rate in the original sectors, but also supports a
still higher growth rate of the whole economic system. In this sense, structural
development serves as the prerequisite of rapid economic growth; and there are
internal relations between high structural alteration rate and high economic
growth rate.

2. No matter whether new industrial sectors which emerge in the process of
structural development are formed and evolved on the basis of existing or new
resources, the substitution of new structures for old ones often means more effi-
cient utilization of the resources on a vaster scale so as to promote economic
growth.

Now that structural development has the effect of resource redistribution,
expediting structural development becomes a strategic task. Yet we cannot pro-
mote structural development simply by “pulling the upward shoots” as in the
case of farmers who are eager to help the shoots grow. Only under the precondi-
tion of innovation can the structural development be quickened on the basis of
structural dynamic balance, and the effect of resource redistribution be brought
into play. Thus innovation is the fulcrum of the structural development effect;
and in the economic activities it should be equipped with the abilities of effusion
and polymerization. Furthermore, the author attempts to research into dualistic
structural transformation and new structural development in developing
countries. The former seeks to solve the problem of traditionally rural laborers’
migration to non-agricultural industries. The basis of the migration is agricultural
modernization; the general condition is national economic development; and the
core of the problem is to build a good circulation between agriculture &

non-agriculture, taking innovation as the turning point. The new structural de-



velopment mainly concerns how the developing countries make use of “the ad-
vantage of latecomers” provided by new international technological revolution to
realize new structural development, using innovation as a lever, before

shortening the gap between developing countries and developed countries.
Structural opening effect

As a universal process, modern economic growth is notable for the tend-
ency of oneness of world economy and, structural opening effect is therefore an
important component of structural effect in modern economic growth.

Structural opening means that an integrated industrial system cuts across
national lines in the formation of industrial distribution and establishment of rela-
tionship all over the world. To every country that has participated in the interna-
tional industrial divisions, its domestic industrial structure ought to be fragmen-
tary”. The model of international industrial relationship shows that the mutual
dependence of one country’s industrial structure on the structure of another
country is determined by the trade, together with the structure, between the
two countries. Production process of final goods is fully satisfied in the country
concerned. So the trade of final goods between the two countries is decided by
domestic input matrix. In this way, the industrial structures are indirectly inter-
dependent. Intermediate product trade, exerting inevitable influence on domestic
structure, leads to direct interdependence between two countries industrial
structures.

Structure opening effect means that industrial structural alterations in an-
other country change one’s own country’s industrial structure through interna-
tional industrial relationship so as to promote economic growth. In fact, it is the
effect produced on internal link, response degree and growth rate of domestic in-
dustrial structure by the changes in international industrial relationship, together
with its impact on economic growth.

The realization of structural opening effect depends on a series of conditions

both at home and abroad. Under the existing international conditions, whether



one country can obtain dynamic effect of economic growth from structural open-
ing or not is determined by the formulation of opening strategic patterns, the se-
lection of industrial targets and the capacity of transformation.

Opening strategic patterns cannot be classified by the degrees of opening but
by various levels of opening efficiency which we are pursuing. Neither value-
adding opening strategic patterns based on microeconomic efficiency nor the pat-
terns of aggergate adjustment based on macroeconomic efficiency favor long-run
domestic economic growth. Only by opening strategic patterns of structural opti-
mization can one obtain a structural opening effect.

The selection of an industrial target in structural optimization opening strat-
egy is not a relatively advantageous industry. Instead, it is a critical industry that
can match foreign industries in strength. By supporting the critical industry, the
range of participation in international industrial divisions is enlarged on the basis
of optimizing domestic industrial structure so that each country’s income distri-
bution is developed in favor of its own interests and the effect of international in-
come redistribution is there by strengthened.

The realization of the structural optimization opening strategy is finally de-
termined by domestic ability of transformation. In the meantime, the key to
strengthening the transformation ability lies in adapting domestic economic oper-

ation mechanism to the level of international competition.
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