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ABSTRACT

( PREFACE)

To see the nation become more prosperous and developed is the
wish of every Chinese people, and it is also a goal that people of
economics are committed to achieve.

Since the reform and opening-up policy, China has seen signifi-
cant progress. Along with the rapid growth of the national economy,
people’s living standards have been remarkably improved. And more
importantly, people’s ideology has profoundly changed, and the soci-
ety is now becoming increasingly open, tolerant and more civilized.
However, there are still some defects existing in the economy inclu-
ding structural problems, low level of quality and downside trend of
growth rate. In this regard, many suggestive measures have been
proposed, such as adjusting economic structure, accelerating scien-
tific and technological improvement, etc. However, a further issue
is that, in China, why the unreasonable economic structure has be-
come the °chronic disease’ for a long term, and why scientific and
technological improvement and economic quality need to be promoted

by human factors? As a matter of fact, speed, structure and effec-
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tiveness are only economic appearance, and what being refracted is
the incompletely resolved in-depth institutional contradictions.

System is the most fundamental factor that determines develop-
ment. The industrial revolution is not only technological revolution
but also institutional revolution. It broke away the old system which
was not suitable for the development of social mass production and
removed the institutional obstacles for the development of productive
forces; it has set up a new competition system which is in line with
the modern economy, and has created a vast institutional space for
the development of social economy and provided a solid institutional
guarantee. China’s reform and opening-up since 1978 and Japan’s
Meiji restoration are both institutional changes rather than technologi-
cal changes. As a result of removing the institutional obstacles to the
development of social production, they have made rapid progress in
science and technology and economy.

What system can provide extensive development space for mod-
ern production? It is market economy system, and more importantly
a sound, standardized and perfect market economy system. Compe-
tition 1s the soul of market economy; competition is the source of so-
cial vitality and development. There is an inextricable causal relation-
ship between competition and prosperity. If we want to develop an in-
dustry and prosper a cause, we may not increase investment to it only,
nor should we ‘ protect’ it in a closed form, on the contrary, we
should open it up to competition.

The market economy system in China is still imperfect. The ad-

ministrative monopoly of the old system, featured by intentional mar-
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ket closure and segmentation, restricting competition, is the most
significant issue that constrains the economic development of China.
This book aims to analyze the conditions and causes of administrative
monopoly, study the systematic influence of administrative monopoly
on macro-economy and its transmission mechanism, and propose a
practical and feasible plan to eliminate administrative monopoly and
promote market-oriented reform.

In this book, not only the theory and methodology of Marx, but
also the theories of Adam Smith, Keynes and Buchanan are applied.
In the meantime, modern econometric methods are used, and the
inspiration of the philosophical thoughts of ancient China as well.

Through normative analysis and empirical analysis, logical de-
duction and historical investigation, our conclusions are as follows.

1. The essence of administrative monopoly is supra economic at-
tribute and discriminatory, because it intervenes in the flow and
configuration of the factors, impedes competition and creates une-
qual opportunities for market players. It has an obvious anti-market
nature.

2. The historical implications of administrative monopoly at
home and abroad.

Viewing from overseas situations; The substance of fight around
breaking administrative monopoly or not is actually the issue regard-
ing whether the interests should be shared or monopolized. Adminis-
trative monopoly is not only the product of transition towards market
economic system and the initial phase of market development, but

also, from the general extent, a possible product in the process of
.3
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market expansion. The fundamental solution to administrative monop-
oly lies in the establishment and popularization of the free competi-
tion spirit. Allowing federal or central authorities to have higher eco-
nomic management rights than local authorities is a solid guarantee to
maintain unified market. The centralized allocation of resources in a
country can benefit temporarily but not for long. It is highly necessary
for transitional countries to enact laws and regulations over anti-ad-
ministrative monopoly.

Viewing from domestic situations: Administrative monopoly in-
creased the revenue of the exchequer in the short run, but failed to
realize the dream of the prosperity of the motherland, so it’s a poles-
apart policy. Administrative monopoly did not help to control the gap
between the rich and the poor, but instead formed a new unfair dis-
tribution—the interest conflict between administrative monopoly
group and the people. The planned economy system contains factors
of administrative monopoly but it’s not administrative monopoly itself.
Administrative monopoly since the reform and opening-up is the prod-
uct of gradual reform of China, because it’s the non-synchronism of
the reform that has resulted in administrative monopoly. It can be
seen from the historical track that administrative monopoly in China
has a strong historical inheritance.

3. The current administrative monopoly in China is caused by a
combination of the historical reasons, the cognitional reasons and
the institutional reasons, and has profound cultural origins.

4. Administrative monopoly has great systemic influence on mac-

ro-economy.
ol
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Although administrative monopoly has played an important his-
torical role at the initial stage of China’s reform and opening-up such
as maintaining economic order and social stability, lowering transi-
tional risk, mitigating fiscal pressure and realizing the icebreaking
and sailing off of reform and opening-up, it has become a major ob-
stacle for further development, and it’s no longer conducive to the
security and stability of the country, which makes it cannot realize
the original intention of the policy. As a distorted basic system, ad-
ministrative monopoly keeps our economic system in a semi-mar-
ketized state, so that the market cannot play a complete role in the
national economy. And then through conduction in economic course,
it causes the distortion of resource allocation and the distortion of
macro-economy. This finally shows a series of economic phenomena
including the loss of gross output of national economy, the imbal-
ances in economic structure, the difficulties in sophistication of in-
dustrial structure and in the promotion of economic quality. There-
fore, it is the systematic origin of many current contradictions in
China. The elimination of administrative monopoly will resolve in-
depth institutional contradictions, put the economy on a good track,
and win another ten-year valuable and rapid growth for China.

5. The target mode of reform is to build up a normal and healthy
market economy system which attaches equal importance to security
and efficiency. The path of reform is; deepening administrative man-
agement system and fiscal system reform to eliminate the foundations
of administrative monopoly, building up secure system to prevent

and dissolve risks at the same time, and opening the market com-
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pletely to realize equal competition in the end. This will complete the
reform of China’s marketization.

6. The normative nature of the basic system in a society is par-
ticularly important, and we should avoid using distorted governance
over distortions. The effective way to solve the problem is to simplify
the complicated system.

In sum, there are inseparable and inevitable connections be-
tween prosperity and competition; prosperity comes from competi-
tion. We must unswervingly push forward the development of reform
and opening-up, resolutely discard the thoughts and behaviors of
closure and monopoly of the old system which impede the develop-
ment of productivity, and build up a brand new mechanism which is
featured by unity, openness, competition and security. Only in this
way can we be able to complete the mission of China’s economic
transformation entrusted to us by history, thereby laying a solid in-
stitutional foundation for the prosperity and rejuvenation of the Chi-

nese nation.
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