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The chief authors of this textbook are advocates of the modern market economy with Chinese char-
acteristics , who have participated in many important programs about economic reform held by some local
governments and enterprises. They have established a theoretic system of Chinese market economy
through researches and teachings, and have become the witnesses, practitioners and researchers of the
Chinese market economy together with other Chinese economists. By way of theorizing based upon facts,
this book focuses on the multi-dimensional analysis of the development of Chinese market economy, and
introduces comprehensively and systematically the theories and practices of the modern market economy
with Chinese characteristics,including in-depth analysis of microeconomic and macroeconomic systems,
market institutions,and the operating system of the Chinese market economy.

This book is written for the undergraduate , graduate and MBA students who are major in economics
or management,and also for international readers who are interested in theories and practices of the Chi-
nese market economy.

This book is equipped with many helpful teaching resources, such as syllabus, PowerPoint slides,

questions and answers, literature reviews and references.
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Preface

One of the greatest explorations of mankind in the 20th century was to develop market eco-
nomic system in socialist countries, through which the socialist market economic theory was en-
riched and developed. The 1980s witnessed the significant economic reform in China,which star-
ted from rural areas to the cities and from coast areas to inland areas. The reform promoted the role
of market mechanisms and led to an enormous change in China.

The goal of economic reform in China is to establish an effective socialist market economy
and a sound system of resources allocation in order to accelerate the economic development and to
improve the living standard. It can be said that the establishment of market economic system in
China is not only an institutional guarantee for the realization of economic development goals, but
also the goal of building a well-off society. The existing market economies in the western countries
have developed for several hundred years, and the related theories has been in constantly pro-
gress. A market economy for such a rising developing country as China, however,is still under con-

stantly exploration both in theory and in practice.

B Ideological source of this textbook

The Reform is a driving force for the theory of China’s market economy,and the latter is the
summary of the former. In the 1980s,we began to study the theory of China’s market economy , and
tried to build a theory of modern market economy with Chinese characteristics. After a long period
of searching, as promoters of a market economy, we published several works, including Modern
Market Economy in China—A New Theory of the Socialist Market Economy and Its F orms ,Modern
Market System in China ,Regional Market Economic Study of the Western Part of China ,A Study on
the Modern Market System in Shaanxi, Introduction to the Socialist Market Economy, Guide to A
Market Economy ,Modern Enterprise System in China , Theory and Practice of Chinese Modern Enter-
prise System. We also published some academic papers in Qiushi, People’s Daily , Guangming Dai-
ly , Economist , Reform ,and Economic Perspectives ,some of which have been reprinted or reproduced
by more than 10 publications and journals,such as Xinhua Digest, China Social Sciences Digest,
Information Theory , University Journal Digest, Chinese Socialist Economic Theory Contention , Dec-
ades of Reform And Social Science : Some Important Theoretical Viewpoints , etc.

The development of Chinese market economy provides us with an opportunity to combine the-
ory with practice. Since the late 1970s and early 1980s, we have experienced the transformation

from the planned economy to the market economic system. As experts we participated in the reform
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of state-owned enterprises, non-state-owned economy development program and the policy-making
process of the local government, and witnessed the establishment of modern enterprise system in
Shaanxi Province, especially in the 1990s. We also participated in the research of western develop-
ment strategy. Meanwhile , as members of Shaanxi Provincial Party Committee and government ad-
visory committee, adviser of Xi’an, Tongchuan, Yulin, and the independent directors of Shaanxi
Blower Works, China Mobile and other companies, we participated in a series of decision-making
activities held by the local governments and companies. These practical activities provide a wealth
of research materials for the study of Chinese market economy.

In the area of teaching, we have taught Socialist Market Economy Theory And Practice and
Study of China’s Market Economy, Research On China’s Modern Enterprise System to the under-
graduates, graduates and doctoral candidates after the Fourteenth National Congress. To meet the
educational needs for undergraduate and graduate students,we compiled this book from our teach-

ing script, which was the result of nearly two years’ work and on the basis of extensive discussions.

B Readers of this textbook

The course of China’s Market Economy Theory and Practice is fundamental to students
major in economics and management. This book applies to the teaching of specialized courses
in economics and management of undergraduates, graduates and MBA.

The main content of the textbook is the theory of market economy ,including the evolution
theory and practice of China’s market economy, China’s market economy,the macro-structure
and micro-structure of China’s market economy, China’s market economic mechanisms and
rules of operation, platforms and rules for the operation of the market economy, China’s market
economy operation, the opening of China’s market economy, the experience of world market

economy , the status of China’s market economy and China’s market economy development.

B Methodology of this textbook

Use the theory in the practice. This book introduces China’s market economy develop-
ment from the view point of both theory and practice. On the basis of basic theory of the mar-
ket economy, it places emphasis on the study of China’s market economy, especially a number
of important practical problems of economic reform and development, including the develop-
ment of non-state-owned enterprises, the reform of state-owned enterprises, and the establish-
ment of the market economic order.

Combine the analyses of system and resource allocation. Based on a combination of
socialist and market economy, it deals with the role, characteristics and mechanism of market
economy in the allocation of resources, including the operation of the market economy, laws
and the environment.

Connect internationalization with localization. Learning from the experience of market
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Preface

economy theory of other countries,we study the reform practice in China. This textbook adapts
to the trends of internationalization of the Chinese economy.
This book introduces the development process of the Chinese market economy,the back-
grounds of the important policies,and the solutions to the development of market economy.
Integrate teaching into researching. For teaching, there is a CD that includes case
studies , PowerPoint slides , references and questions and answers. For researching, there are re-
lated research results and literature reviews and references in the last five years at the end of

each chapter.

B Highlights of this textbook

Chief authors of this book have participated in many analyzing and decision-making
process of important programs held by local governments and enterprises. They have built up a
system of Chinese market economy through researches and teaching, and become the witnes-
ses, practitioners and researchers of the Chinese market economy with other economists of Chi-
na.

This book is based on both theories and practices. It introduces the basic issues of market
economy through investigating the facts happened in our daily life, analyzes the practical prob-
lems of the Chinese market economy from various perspectives,and combines the simplicity of
theories with seriousness of history.

This book collects all kinds of viewpoints,thus reveals the development path, mechanism
and elements of Chinese market economy and studys problems such as micro-institution , mac-
ro-institution , market institution, and dperation mechanism so that different viewpoints inclu-
ding the authors’ can be presented.

This book introduces theories by using cases, special columns, and relevant materials in

order to provide plentiful information and improve practicability of teaching.

B Authors of this textbook

The chief authors of this textbook are Professor Yongxiu Bai,who is the dean of School of
Economics & Management, Northwest University ,and Professor Baoping Ren,who is the direc-
tor of the Department of Economics where the National Teaching Base of Economics is loca-
ted. Other authors are professors or doctors who have taught or researched market economy for
a long time. The authors come from Northwest University ,Shaanxi Normal University, Ningxia
University, Yan’an University, Xi’an Engineering Uhiversity,and Northwest University of Poli-
tics & Law. This textbook is based on the lecture of Professor Bai about Theories & Practices of
Socialist Market Economy. The outline of this book is designed by Professor Bai and Professor
Ren. The first chapter is written by Yongxiu Bai and Zhenlei Wu form Northwest University;
the second chapter is written by Yongxiu Bai and Zhenlei Wu from Northwest University , Lihui

Il



Li from Xi’an Finance College, and Fengjun He from Ningxia University ;the third chapter is
written by Wanling Wang from Xi’an Engineering University; the fourth chapter is written by
Ning Hui and Pan Xie from Northwest University ; the fifth chapter is written by Baoping Ren;
the sixth chapter is written by Xiaoyong Ma from Northwest University ; the seventh chapter is
written by Zhongyuan Wu from Yan’an University; the eighth chapter is written by Gan Liu
from Shaanxi Normal University; the ninth chapter is written by Hanping Yan from Northwest
University ; the tenth chapter is written by Junhua Guo from Northwest University; the elev-
enth chapter is written by Zhenlei Wu from Northwest University; the twelfth chapter is writ-
ten by Xiaoyong Ma from Northwest University; the thirteenth chapter is written by Guanling
Liu from Northwest University of Politics & Law. Each chapter is revised by Professor Yongxiu
Bai and Professor Baoping Ren.

During the revision of this book, we absorbed new outcomes of existing textbooks about
market economy and tried to reflect the new conclusions of all kinds of viewpoints. We also
looked through the relevant documents released by the Communist Party of China and combed
the latest development of Chinese economy in order to reflect the latest practices of economic

reform and economic development of China.

B Related teaching resources
In order to provide teachers and students with more backgrounds of the theories and prac-
tices,we made a CD which included:1) Questions and answers;2) PowerPoint slides;3) Lit-

erature reviews and references;4) Case studies.

B Acknowledgement

During the writing this textbook ,we got great support from Northwest University , Shaanxi
Normal University, Ningxia University, Yan’an University, Xi’an Engineering University, and
Northwest University of Politics & Law. The editors of Higher Education Press provided a lot of
ardent help and constructive advices.

We also acknowledge the authors of the monographs, textbooks , and articles that are used
as our references.

Because of the limit of time and our ability , this textbook must have all kinds of shortcom-
ings or mistakes. We hope that experts, professors and readers put forward their precious criti-

cism and advices.

Yongxiu Bai
May 2007
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