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ABSTRACT

CHINA: ECONOMIC GROWTH AND
STRUCTURAL CHANGES IN REFORM

T his book is aimed at expounding the trends,

characteristics and problems of economic growth
and structural changes in the system reform in
China and at seeking basic ways of solving these
problems. '

The book starts with a positive study and
then turns to a new theoretical probe after the
key conclusion has been reached. The author
holds that only by making a systematic positive
observation of China’s economic practice in re-
form can a correct understanding be formed, and
only on this basis can further research logically
unfold and effectively deepen .

This book consists of nine chapters in three
parts. In Part One, the author makes a positive
analysis of the economic growth in reform, ad-
dressing problems in three aspects among other



things.

1. The turn in the course of industrialization
and the situation of economic growth during the
reform

Since reform was first undertaken, a glaring
feature of the turn in the course of industrial-
ization has been the increase of the growth rate
of light industry,leading to a serious imbalance
in the growth relationship between agriculture
and light industry during 1985 — 1988. The au-
thor calculates the Hoffmann ratio by means of
data of net output vaiue and total output value
and has discovered an obviously different chang-
ing trend in the two. Viewed from the ratio of
net output vaive, heavy industrialization has
made some progress; while viewed from the ra-
tio of total output value, there is a tendency to-
ward light industrialization. It indicates that the
sharp rise of the proportion of material con-
sumption in the light industry sectors has coun-
terbalanced heavy industrialization trend, with
which the contradiction between agricultural and
light industries has much to do. As a result,



high-processing trend has been reinforced in-
stead. The author uses the coefficient of high-
processing to find out that the coefficient in 1988
was 33. 5% higher than in 1983, and one fourth
higher in 1984 — 1988 than in 1979 — 1983 aver-
agely. This shows that the speed of. high-pro-
cessing for this period was so fast th&t a contra-
diction arose between manufacturing industry
and raw material industry. The trend and the re-
sultant contradiction mentioned are related to
the new features of industrialization. The
strengthening of market adjustment functions,
the decentralization of economic development
and the expansion of foreign economic relations,
have all promoted the rapid growth of consump-
tion industry and speeded up the high-processing
process. Therefore, the industrialization process
in the reform has, on the one hand brought
about the adaptation of production structure to
the demand structure,and on the other hand giv-
en rise to new factors of disharmony.

- Ever since the reform, the rate of China’s



economic growth has been dramatically speeded
up while the degree of fluctuation of economic
growth has dropped by a big margin. Compared |
internationally, the annual average growth rate
of her GDP is much higher than that of most
other countries but only a little lower than South
Korea, and the coefficient and range of relative
fluctuation are slightly higher than those of
Japan but obviously lower than those of other
countries. Quite a few people used to think that
the fluctuation degree ‘of China’s economic
growth was much higher than that of the devel-
oped countries, but they were mistaken because
they ignored the incomparable factors of differ-
ent annual growth rates. ‘The sharp drop of eco-
nomic fluctuation degree shows that the develop-
ment of market economy and the reform and.
openness will not only NOT affect the steady
 growth of the economy, but also help to raise
the stability of economic growth, especizally its
relative stability internationally. But judging
from the comparisons of different stages, the

apparent rise of fluctuation degree in the later



stage also suggests that a relatively large fluctu-
atiorr of market demand will bring about a rela-
tively large fluctuation of economic growth un-
der the conditions of imperfect market mecha-
nisms and unsound macro-control mechanisms.
The state of economic growth is related to the
change of growth mechanisms. Compared with
pre-reform days, the function rate of agriculture
has risen while that of industry has dropped in
the growth of national income, which is one of
the causes of the greater stability degree of eco-
nomic growth. The result of the study also
shows that the rise of the function rate of the
tertiary industry in relation to the growth of
GNP is another important factor of the steady
economic growth. But the sharp rise of the
function rate of the secondary industry in rela-
tion to economic growth during 1984 —1988 and
the drop of the function rate of the primary and
tertiary industries again caused economic fluctu-
ations. These facts reflect the influence of the re-
lations of industrial growth upon steady econom-
ic growth. Judging from ownership relations,



the function rate of non-state-owned enterprises
( especially industrial and commercial enterpris -
es )in relation to economic growth goes up quick-
ly, becoming a new motive cause of promoting
the over-rapid growth of industry and the over-
heated growth of economy.
2. The change of the factors of economic
growth and its effect
| Before employing the growth factor analy-
sis, the author systematically discusses the in-
dexes of input and output, with relevant theory
and experience of other countries, making an in-
depth analysis of tlie elasticity of the output of
capital and labour in order to raise the reliability
and accuracy of the figures. The result indicates
that since the reform was f{irst undertaken, the
efficiency of economic growth has risen by a big
margin. Before the reform (1953 —1978), the
contribution rate of total factor productivity
( TFP ) growth to economic growth was only
2. 7%, but it was 42. 1% during the reform
(1979 — 1990). This percentage although it re-
mains lower than that in developed countries ,ex-



