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Foreword

Foreword

The scientific concept of primary stage of sécialism was categor-
ically stipulated in the program formulated at the Fifteenth National
Congress of the Communist Party of China, The primary stage of
socialism is a historical stage in which China will gradually put an
end to underdevelopment and realize socialist modernization by and
large. It is a historical stage in which a society with very uneven
economic and cultural development between regions will become one
in which the disparities will be gradually narrowed, with some re-
gions becoming developed first. In view of the realities in China in
the primary stage of socialism, General Secretary Jiang Zemin
stressed the following in the report “Hold High the Great Banner of
Deng Xiaoping Theory for an All - round Advancement of the Cause
of Building Socialism with Chinese Characteristics to the 21st Centu-
ry’ : “We should promote a rational distribution and coordinated de-
velopment of regional economies. Taking advantage of its favorable
conditions, the eastern part of the country should strive for a still
higher level of development in the course of reform and opening up, and
take the lead in achieving basic modernization where conditions permit.

The central and western parts should speed up the reform, -
opening up and development , make use of their advantages in natural
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resources and develop their related industries. The state will increase
its support for the central and western parts by giving them priority
in planning infrastructure and resources development projects, insti-
tuting step by step a standard payment transfer system,and encour-
aging both Chinese and overseas investors to invest in the regions. It
is also necessary to further develop all forms of association and coop-
eration between the eastern and the central and western parts. We
shall give active support to areas inhabited by the ethnic minorities
in their economic development. We must try all possible ways to nar-
row the regional development disparities step by step.” All this con-
stitutes a call of the Party Central Committee, with Jiang Zemin at
the core, for the people throughout China. It is also a newer, clearer
and higher requirement for us financial workers.

Having conducted deep — going research under the guidance of
the spirit of the Party’s Fifteenth National Congress, Mr. Meng
Chun and Ms. Liu Yalu have written “ Regional Disparities of Chi-
na and Financial and Tazation Policies for Narrowing Them ".
The authors discuss the current development disparities between re-
gions in China, the reasons for the disparities and the financial and
taxation policies that should be adopted to address the problem. Fol-
lowing a detailed description of the trend of changes in the economic
disparities between regions in China, the authors give an all — round
analysis of the reasons for the disparities. They point out that differ-
ences in natural conditions, economic factors and economic awareness
constitute the internal factm: leading to regional disparities, while
preferential macroeconomic. policies are the external factor causing

the disparities. As a8 major macro — control means, finance is both an
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external factor affecting regional disparities and an important policy
force for alleviating regional disparities and promoting coordinated
development of regional economies.

In analyzing the financial and taxation reasons for regional dis-
parities, the authors stress that the reason why the financial structure
and system have been able to promote the development of the eastern
region in China since the country began to reform and open to the
outside world is not only that the government has adopted the mode-
rately preferential financial contracted system and taxation policies in
the region but also that the region has seized the opportunities pre-
sented by the preferential financial and taxation policies and opti-
mized the organization of all the production factors within the econo-
my, thus promoting its economic growth. Therefore, if the Central
Government wants to promote the development of backward regions
by such policy means as the transfer payment system, the financial
investment and financing system and taxation policies, it must
change and optimize all the internal production factors of the produc-
tion system in these regions,including capital, technology and human
resources. On the one hand, the government should increase invest-
ment in all the production factors in these regions and improve their
investment environment through its financial structure and system.
On the other hand, the government should use its financial structure
and system to encourage the private sector and the banking sector to
invest in the production factors in backward regions to optimize their
organization.

This book is unique because in analyzing both the reasons for

regional disparities and the policies for narrowing the disparities, the
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authors have always stressed the role of the internal production fac-
tors within the economy in backward regions. These factors consti-
tute the primary internal cause restricting and promoting the devel-
opment of backward regions. All policy means and other external
causes must become operative through this internal cause. According-
ly ,only by changing and optimizing the organization of all production
factors can the development of backward regions be promoted.

In addition, throughout the book the authors integrate theory,
policies and practice. On the basis of learning from foreign financial
and taxation policies for promoting the development of backward re-
gions, the book contains a new theoretical understanding of China’s
financial and taxation policies and the basic ideas and ways for nar-
rowing regional disparities and sets forth specific, feasible financial
and taxation measures. These not only constitute excellent policy
suggestions for the leading organs of China but also are a useful en-
lightenment for all those who are concerned with the regional dispar-

ities in China.

Liu Jibin
Executive Vice = Minister of Finance,China

November 1997
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Preface

Preface

Currently China is in the primary stage of socialism. In this
stage, one of the features of the basic conditions in China is the
wide regional disparities and the gravely uneven regional, econom-
ic, social and cultural development. Internationally, China is one
of the countries with the biggest differences in natural geography,
human resources and economic society between regions. Since China
began reform and its open policy, in absolute terms, any region in
the country has become more advanced and rposperous than before.
However, amidst the rapid growth of China’'s economy, there have
been notable disparities between regions in their economic growth
rates, the absolute income disparities between regions have been
widening, and underdeveloped regions have fallen behind in its de-
velopment. All this has become a severe challenge for China’ s eco-
nomic development, social stability, ethnic unity and national uni-
fication and has caused widespread concern and worry in society.

Finance is one of the key comprehensive macroeconomic control
departments of the state. Financial policies play an important regu-
latory role in narrowing regional disparities. As active workers of a
financial department, we are obliged to follow and study the ways

of narrowing regional disparities. In studying regional disparities and



