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ABSTRACT

Since the middle period of 90's of the 20th century, China’s macro -
economy situation has been changed greatly, China’s economic development
faces new challenges. This paper intends to study on how to generalize the
new macro — economy situation, explain it from the view of theory, and
raise some effective countermeasures.

From the historic view, the characteristics shown from the macro — e-
conomy of China in the recent years are the result of long term economic de-
velopment. China is the biggest developing country in the world, the charac-
teristic of dual economy is very typical, and it will exist in China in long
term. This is the background and prerequisite to orientate China’s macro — e-
conomy. The characteristic of surplus economy is very outstanding in recent
years, undoubtedly it comes from the general background of dual economy.
So we generalize it as surplus dual economy, which can show the long term
background and characteristics of the macro — economy of China, conform to
China’s situation, avoiding the shortcoming of buyer market, surplus econo-
my and deflation, which are used to generalize the macro — economy of Chi-
na.

What's the mechanism'-of the surplus dual economy of China? China’s

surplus economy is a mixed type, it's formulated by the inter — action of rel-
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atively ineffective surplus economy ( surplus economy of insufficient effective
demand) and absolutely ineffective surplus economy. In the existing range of
foreign and domestic theories of dual economy, supply — guided dual econo-
my theory is the dual economy model of shortage, which denies the existence
of surplus, insists on the hypothesis that market can maintain equilibrium
automatically, never acknowledges the surplus of product market and pro-
ductive capacity. On the other hand, demand - guided dual economy theory
studies the problem of surplus just from the view of demand,  and other dual
economy theories don’t touch upon the problem of surplus. All the existing
surplus economy theories don’t treat dual economy as its background and
prerequisite. So all of them can’t explain reasonably the problem of surplus
under the background of the dual economy of China.

The main reason of the surplus dual economy of China is the serious im-
balance between the domestic supply and demand. From the view of de-
mand, the main factors of the surplus dual economy of China are the wide
income gap between urban and rural areas, disharmony of industry and soci-
ety development between urban and rural areas, lagged urbanization and re-
gional protectionism, etc.. From the view of supply, the main factors of the
dual economy of China are the behaviors of local governments, the behaviors
of state owned enterprises, ineffectiveness of market barriers to entry, insti-
tutional barriers of withdrawal from market, low extent of product differentia-
tion and regional protectionism, etc.. So the countermeasures to solve the
disjoint between supply and demand are to adjust structure and enlarge do-
mestic demand, to stimulate effective demand and improve supply at the

same time.
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