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Abstract

A Study on the Government Roles During
the Period of Transformational Development

The government roles during the transformational development
differs both from the pattern of planned economy and from that of
market economy. With the rapid growth of Chinese economy and the
deepening of its market—oriented transformation, the study on the
government roles during this period of China’s transformational de-
velopment becomes more and more urgent. This study has a signifi-
cance both to theoretical creation and practical puide.

The dissertation is divided into eight parts. The main content
and theoretical creation of each part are as the following:

1. Introduction The significance and purpose of the
study, the main course of thought as well as the system and
structure of the dissertation are introduced in this part.

So far there have been three standard patterns for gov-
ernment role in economic development: the planned econo-
my theory of an almighty government; the neo—chassical
theory of aminimal government, and the Keynesian theory of
active government intervention. These three standard pat-
terns expound the government role and relationship with

market under different economic systems and structures.



Under planned economy, the government appears as a com-
prehensive substitute for market mechanism from the very
beginning. There is a substitutional relationship between
government and enterprise and between government and
market, with the government situated at the center. The
neo—classical and Keynesian patterns, from the viewpoint
of the internal logic of economic operation, regard the mar-
ket as a comprehensive and automatic regulator at the first
level and the government as a complementary and antificial
regulator at the second level, holding that there is ( but
hardly any direct) substitutional relation ship between gov-
ernment and market in their functions, with the marker sit-
uated at the center. The above three patterns can hardly
elucidate the government role in China’s transformational
development period. As a result, it is urgent to interpret
the special historical stage and structural factors for China’s
economic phenomena, that is, to seek for adequate govern-
ment roles during the period of transformational development
in planning, motivating, promoting and guiding.

2. Examination of the Historical Background for
the period of China’s transformational development
On the basis of the extent of China’ s market—oriented
transformation, this partmainly explains that at present
China a historical stagee of transformational development,
so as to determine the government rtoles during this period.

In a method from the abstract to the concrete, this part
first analyses the structural factors of an economic system.
An economic System is an organic economic body which
should be composed of six basic factors: property relation-

ship, regulating mechanism, economic policy decision,



drive mechanism, limitation and balance, and opening lo
the outside world.

Then this part analyses the present situstion of
China’s current economic system and its problems, includ-
ing: the property right structure under the conditior of co-
existence of muti—economic components; the state of mar-
ket development and its problems; pluralistic propeity rela-
tionships; decentralization of policy decision; worldly ten-
dency of drive mechanism; dualization of regulating mecha-
nism; the transformational state of limitation and balance
mechimsm; from the old structure to the new; expansion of
the opening system to the outside world.

Finally, according to the market opening and govenr-
ment regulation, including the extents of enterprise autono-
my, of domestic opening, of opening to the outside world,
and of macro——regulation, this part makes a quantitative
analysis of China’ s market economy and primarily deter-
mines the extent of China’s market economy as 37% , indi-
cating that China is now in a historical stage of transforma-
tional development.

3. Bases for government Intervention in Economy
During the period of transformational development
From the viewpoint of path selection for China’s transforma-
tional development, this part abstractly analyses the bases
for the government's guiding role.

China’s path selection for her transitional development
is a “gradual path”. The transformation is in fact a aystem
reform. An economic system usually has three functions:
motivation, resource allocation and interest distribution.

The system reform is bound to bring about changes in the



efficiency in the three functions. The increase of the effi-
ciency in motivation and resource allocation will directly
raise the productivity of resources with given quantity and
quality, while the problems of interest distribution is the
key concern of the study on the transformational develop-
ment .

The basic features of China’ s transition process are:
increment reform, regional development at different levels,
reforms outside the system, the unity of economic process
and political process.

The bases for the government’ s guiding role during the
period of transformational development are those unique ini-
tial conditions of China’s transformational development: the
unusually enormens traditional agriculture; the dual eco-
nomic structure with the coexistence of comparatively deve-
loped industry and backward agriculture; the lack of ade-
quate soil for market economy during the long feudal, semi-
feudal and semi—colonial times ; the non—automalic esta-
blishment of market economy, system; the powerful stimu-
lating force from Chinese local governments; the cultivating
of market by the government—the market development from
ouside force ; “the advantage of the backward” —the
unique path of a country of late development.

4. A Comparative Analysis of Two Typical Coun-
tries On one hand, this part compares China with Rus-
sia, a country with the same background for transition from
planned economic system to market economic system but
with a different path selection. On the other hand, a coun-
try also located in East Asia and with the same transition

from a less developed country to a modernized one. Thus,



this part provides a kind of experience and revelation.

5. Limitations for government Intervention in
Economy Strengthening market power, protecing mar-
ket mechanism, and not interfering in market competition,
these are the basic principles of the government’s guiding
role in China’' s transformational development. The final
goal of the transformational development is a perfectly es-
tablished market economy, so the government’ s guiding
role will stick to the basic principle all the time.

6. A Cost—and—Retnrn Analysis of the Costs to
the government’ s Guiding Role These costs include;
difficulties of state—owned enterprises, expansion of re-
gional differences, overstaffed government organziations,
and increase in rent—seeking practices.

7. How to Reduce the Costs of government Inter-
vention During the Period of Transformational Develop-
ment This part analyses the conditions under which the
costs are created and the measures to minimize the cost.

8. Conclusion The logical definition of the ‘'most
desired orientation of tha government’ s theorem roles during
the period of transforational development should be: only
when the government’s role “ is most favorable for the state
power lo contribute to unified development of economy,”
and to make economy develop in balance so as to reach a
perfect or desired economic state, can the orientation of the
government’ s roles be most desired. The government roles
of our country during the period of transformational develop-
ment are

A . Protecting Property right.

B. Raising the ability of the State to mobilizing finan-



cial resources.

C Greatly developing non—state—owned economy .

D. Protecting market competition and maintaining
market order. .

"E. Maintaining a long and sustained stable enviro-
ment. ;

F. Establishing a macro—regulating system.

G. Organizing a highly efficient government.

H. Cultivating a market system.
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