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ABSTRACT

The core viewpoint of the article: Chinese government is the
dominator of the marketization process of the Chinese economy, and
it plays the role of initiator, designer, regulator and booster in the
marketization process of the Chinese economy.

The reason that the marketization process of the Chinese econo-
my is dominated by the government is that the marketization of Chi-
nese economy is restricted by five aspects: the first is the time; the
second is the starting point of the system of marketization process;
the third is internal dualistic economic structure and outside interna-
tional competition; the fourth is the manner of marketization caused
by previous reasons; the fifth is the traditional Chinese ideology and
culture.

Under any economic conditions, the relationship between en-
terprise, market and government is the most fundamental economic
relationship. As a result, government’s domination of the marketi-
zation process needs to reconstruct the relationship between the three
parties with the various kinds of resources owned by the govern-
ment. To reconstruct the relationship between the three parties, it
needs to reshape the three parties themselves. And maintain the or-
der and stability of the market in the process from imperfection to
perfection.

The reshaping of micro subject is carried out in two aspects.
The first is to reform the traditional State-Owned Enterprises, and
turn it into the independent legal entity with residual rights of con-

trol and residual claims complying with the requirements of market



ABSTRACT

mechanism; the second is to develop diversified ownership economy,
and shape the diversified market subjects. The two aspects promote
and boost each other in the process of marketization.

The organization of the market by the government is a realistic
pathway for the market development process of our country. For a
long period of time, the condition of seller’s market is very severe in
our country, the factors such as product price, land rent, interest
rate and salary are distorted, therefore the deregulation of price con-
trols does not mean that the market mechanism of price can be es-
tablished at once. The feasible choice is that the government foster
and organize the market with its authority and non-market mea-
sures, and achieve market equilibrium with quotas step by step.
During the process, the government accelerate the market reform of
enterprises, rationalize the relationship between government and en-
terprise, establish the market subject position of independent man-
agernent and assuming the sole responsibility for its profits and loss-
es, nurture the enterprise operators into the entrepreneurs that oper-
ate enterprise according to market rules and perfect the market sys-
tem eventually.

Planning, finance and banking are the three pillars used by
government to carry out macro regulation and control under market
economy, it is necessary for the government to carry out correspon-
ding market reform of traditional planning system, financial system
and banking system. Planning management turn from micro to

macro, and short-term to long-term; financial and tax system turn
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ABSTRACT

from high concentration to division of administrative authority and
financial authority, as well as division of obligations; banking turn
from the cashier to economic lever, and play the role of regulatory
center.

Harmonious economic environment and sound economic order
are the necessary conditions for normal market operation. Not any
organization and individual can replace the government to enact and
enforce the rules of fair competition and rules of property rights
transaction to ensure the healthy and orderly development of mar-
ket. To maintain market order and ensure the sound development of
social economy are the most basic tasks of government.

The marketization process is represented by the change and for-
mation of a series of economic relationships. What is related to the
process is the change of value system of the whole society. The
change is intrinsic not extrinsic to the marketization. As an impor-
tant informal institutional arrangement, the institutional role of ide-
ology lies in that it is an expense - saving tool used by individual to
reach agreements with the environment; it is helpful for the people
to reduce the time and cost when choosing among contradicting rea-
sons; new ideology is helpful to save the expenses of knowing about
the world and handling the relationship between each other. The
breakthrough of ideology is the leading force of marketization pro-
cess. And this kind of breakthrough is completed under the domina-
tion of government. '

The marketization process of China is a progressive process and
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also an integral progressive process . In every phase of marketization
process, administrative planning and market regulation are the mea-
sures of government domination, and they are complementary. The
key problem is not the measure itself, but the accurate judgment of
economic life. The judgment is mainly based on the manner of be-
havior of macro economic subjects, especially the reaction elasticity
of micro subjects to regulatory policy change. During the process of
marketization, the starting point of the selection of measures of gov-
ernment domination is not the abstract plan or abstract market con-
cept, but the principle of maximum efficiency. After market mecha-
nism can play the basic regulatory role, it still retain many planning
and administrative interventions, similarly, in the phases or fields
that market mechanism cannot play a role or play a good role, to a-
bandon the planning and administrative measures too early or unduly
are not correct.

Marketization reform can be regarded as a production process of
system. As a kind of production, the cost is inevitable. The cost has
two kinds, one is implementation cost, and the other is frictional
cost. The basic logic of Chinese government to design the marketiza-
tion process is to get as most as possible benefits of marketization
with as least as possible cost of marketization process.

Handling the relationship between reform, development and
stability properly is the methodology adopted by the Chinese govern-
ment to dominate the marketization process in the whole context

and process . Stability has the essential attribute of public goods , itisa
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standard public goods, and the maintenance of stability has value of
efficiency. As a result, stability can only be rendered by the govern-
ment.

The government is the dominator of the marketization process,
it is also the initiator, designer, organizer and booster. But along
with the process of marketization, government itself also carries out
profound reforms. Government, as the dominator of the marketiza-
tion process, is not outside the marketization but in the center of it.
Government reform is one of the most important contents of eco-
nomic marketization.

As regards to the reality that the socialist market economic sys-
tem was established initially, we must further perfect the macro reg-
ulation and control, the most important is to strengthen the effec-
tiveness of indirect parametric regulation and control. Indirect para-
metric regulation and control should become the basic manner of the
macroeconomic regulation and control of our country. Starting from
the recognition, the present three measures of regulation and control
planning, finance and banking need further improvement. In adjust-
ing the relationship between central government and local govern-
ment, the most important is to further divide the administrative au-
thority scientifically. To readjust the functional structure between
governmental departments, avoid the situation that the representa-
tive function of the owner of state-owned assets is segmented by dif-
ferent departments, and further accelerate the separation of govern-

ment functions from enterprise management. Entering the new cen-
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tury, under the circumstance that the socialist market economic sys-
tem was established initially, to unify the streamlining of govern-
ment with transformation of functions, more fundamental measures
must be adopted. The first is to restrict the resources dominated by
the government within a reasonable range. The second is to concen-
trate the state-owned assets in the functional areas of government.
The third is to effectively divide government functions with market
and intermediary organizations.

Market economy is rule-of-law economy; the most important
aspect of rule-of-law economy is to restrict government with law.
But the marketization process of China is initiated, designed and or-
ganized by the government, the authority and power of government
has strong positive correlation with marketization process, it usually
hide another problem: the restriction on government. There are two
aspects: the first is that the government promulgated too many laws
that restrict the activities of economic entities. The second is that
the laws restricting the rights of government are scarce. Along with
the deepening and diversification of market relationships and the in-
terests of market subjects including natural person and enterprise,
they ask to the restrict and normalize government behavior; to join
the WTO, establish more open market economy and comply with
international rules, the establishment of rule-of-law government is
also necessary.

Key words: Market economy, Government domination,

Marketization



