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PREFACE

PREFACE

This book examines the relationship between comparative
productivity and relative income differences in China. The
discussion here centers on the relative income differences be-
tween cities and the countryside, industry and agriculture,
mental and manual labor.

1 . Theoretic and realistic meaning of this book

Since the reform and opening, much statistic analysis

and empirical research have focused on the relative income
- distribution of Chinese residents. Although the results are dif-
ferent due to different statistic data, methods and caliber,
some are very valuable (see Zhao Renwei, 1994; Yu Zuyao,
1997) . . However, the economic academe in China has still
not given systemic theory analysis for the relative income dif-
ferences. The main reason is that there isn’t a wide — accept-
ed value and distribution theory as the analysis foundation.
On the one hand, as traditional Labor Theory of Value ac-
knowledges labor as the only source of value, it can’t give
satisfying quantitative analysis of non — labor factors > role in

value — forming and income — deciding (see Cai Jiming,
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1993). On the other hand, as it denies the comparability of
different sectors’ productivity and it s role in value deciding,
it can hardly explain different sectors’ relative income differ-
ence. Meanwhile, because of its inherent logical contradiction
and immanent defensiveness, the Marginal Productivity Theo-
1y of Value is not widely accepted by Chinese scholars (See
Robinson, 1960) .

In view of the above — mentioned facts, this book forms a
widely — defined value model with the Doctrine of Ricardo’s
Comparative Advantage (See Cai Jiming, 1985,1986,1988).
It attempis to find out the economic explanation of relative in-
come differences from the angle of comparative productivity,
and provide necessary theoretic foundation for pertinent policy
choice. |

On the other hand, with lacking of positive analysis,
some policy suggestions are contradictive when making value
judge of income differences. This book focuses on “positive
analysis of the income — distribution relation at this stage in
China. According to the productivity criterion, it makes value
judgement of various income — distribution relations and rela-
tive income differences on the basis of the theoretical and e-
conometric model. The policy suggestions in this book are
both normative and positive, which makes them maneuver-

able.
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I . Chief content of this book

Eight chapters are included in this book.

Chapter One defines the three stratums of workers, peas-
ants, and intellectuals from different angles, which gives the
research scope of the book.

With existing statistic data, Chapter Two and Three
make detailed and objective description of relative income dif-
ferences between cities and the countryside, industry and a-
griculture , mental and manual labor. The evolving trend is al-
so explored here. |

Chapter Four elaborates the book’ s kernel — the Theory
of Widely — defined Value. According to this theory, - labor
division and exchange take place just because of comparative
advantage, which rests on the differences of relative produc-
tivity. Exchange ratio or value is determined by the average
rate of comparative benefit. The value created and income of a
factor or a sector are proportional to its comparative productiv-
ity. Economically, the relative income differences between
cities and the countryside, industry and agriculture, mental
and manual labors are mainly determined by differences of
comparative productivity . |

In Chapter Five, natural disparity and education — rev-
enue rate model are used to explain on what degree the rela-

tive income differences are determined by pure economic fac-
9
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tor, namely comparative productivity differences.

Chapter Six and Seven analyze other factors that deter-
mine the relative income differences of three stratums, such as
history factors (See Chapter Six ), policy of price scissors ,
the system of household registration, the evelving of income
distribution policy , the transfer of focal peint of reform , and
the despise of intellectuals and mental labor (See Chapter
Seven ).

On the basis of positive analysis, Chapter Eight discuss-
es criterions of fair distribution in China at this stage. It puts
forward the basis of fair distribution principle, which includes
the productivity level, the fundamental task of the society, the
ownership structure and the understanding level of people.
This chapter then puts forward the only fair distribution princi-
pal at this stage, which is giving priority to efficieney and tak-
ing equity into account. Giving priorit}-r ‘to - efficiency means
distributing according to contribution, while taking equity into :
account means establishing and perfecting social security sys-
tem. Finally, this chapter puts forward concrete and corre-
sponding policy suggestions according to previous normative
analysis.

Il . New developments of the book

This book has three major developments as following:

1. It founds the Theory of Widely — defined Value on the

10
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basis of comparative advantage. This theory differs from both
traditional Labor Theory of Value and Marginal Productivity
Theory. It uses a series of new terms such as relative produc-
tivity, comparative productivity, and comparative benefit rate
and comparative value to explain the fundamental principle of
widely — defined value determination. On this foundation, the
book analyzes the forming of relative income differences in
various sectors and stratums, thus makes the abstract value
theory practical and provides theory foundation for research on
income distribution in China. The theory believes that income
shares of each sector and factor are determined by respective
comparative productivity. The whole analysis of the book is
fairly based on this theory.

2. On the basis of the Theory of Widely — defined Val-
ue, the book makes use of existing statistic data to set econo-
metric models and explains on what degree the relative income
differences are determined by pure economic factor, namely
comparative productivity differences. The research is original
in theory, for it distinguishes economic factors and non — eco-
nomic factors which determine the relative income differences,
and thus provides necessary theory basis for the government s
policy to improve the income distribution relation between
cities and the countryside, industry and agriculture, mental
and manual labor. | |

11
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3. The book strictly distinguishes between equality and
equity. Equality, which means equal income, is an objective
condition, while equity is a subjective evaluation of income
distribution. With different value criterion and standing, peo-
ple have different understanding of fair distribution, so it’ s
difficult to form a consistent idea of equity. However, certain
income distribution policy must have certain value judgement
as its basis. According to the distinction between equality and
equity , the book analyzes the paradox of giving priority to effi-
ciency and taking equity into account. Then it argues that the
principle of fair distribution at this stage be giving priority to
efficiency and taking equality into account, which means dis-
tributing according to contribution, and at the same time es-
tablishing and perfecting social security system.

V. The features and flaws of the book

The book has following features:

1. On research methods, the book organica]ly combines
theory model with empirical proof and normative analysis with
positive analysis. It embodies the logical process from ab-
straction to specification and the integration of theory and
practice.

2. On research scope, the book attempts to explore the
pertinent problems comprehensively, from income differences

of cities and the countryside, the industry and agriculture to
12




PREFACE

mental and manual labor, from economic to political factors,
from history consideration to reality description, and from pure
theory research to policy designing.

3. On research angles, the book attempts to explain the
income differences from theory angle, which makes the dis-
cussion of value theory necessary. The book doesn’t avoid the
contradiction, but rigorously advance a consistent new value
theory by criticizing of traditional value theory.

There of course exist some flaws in this book . Limited by
existing statistic data, we can still not directly calculate the
production functions and relative opportunity costs of industry
and agriculture, mental and manual labor. Therefore, the rel-
ative income differences on the basis of comparative productiv-
ity can’ t be directly calculated either. Further research on
this challenging problem is expected to be done in the future.

Key words: absolute productivity, relative productivity,
comparative productivity, average rate of comparative benefit,
comparative value, widely — defined value, comparative in-
come, relative income of cities and the countryside, relative

income of industry and agriculture, relative income of mental

and manual labor.
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