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ABSTRACT

Among the countries in reform of the system of
ownership, at present, China is the only one whose system
reform and economic growth has assumed obviously mu-
tual promoting relation, and Russia and East-European
countries have assumed vicious economic situation in
some degree. Traditional Growth Theory(Factor Growth
Way and Pattern Growth Way) was not able to answer
such a question about growth in system reform. This
book takes institution as a major “illustrating” variable
of economic growth in Institution Growth research to
illustrate the relationship between system reform and
economic growth,

The prerequisites assumed in the Institution-Growth
research are as follows: (1) Growth mechanism and
pattern change along with transition of institutional ar-
rangement; (2) Defects of growth mechanism and growth
pattern could not be overcome by usual adjustment of
economic policy; (3) There are a lot of interest frictions in
transition of growth mechanism and growth pattern. Ob-
viously. we investigate the problems of economic growth
on the hypothesis that institution could not keep balance

itself.



Since the characteristics and intensity of reaction with which the institu-
tional structure responds to the dynamic transition of economic conditions actu-
ally depends on the characteristics of interest relationship and the degree of inter-
est requirement, the adjustment of interest should be the main line of the interac-
tion relations between system reform and economic growth, Adjustment of in-
terest, however, will be executed through the dual activities of goods transaction
and institution transaction, its transaction cost and contract pattern are really im-
portant, In our model, the special inspiring mechanism of the game type in dual
transition activity will affect the transaction cost, thus determine the speed and
quality of economic growth, So.the game type should be the joint of system re-
form and economic growth. also be the key variable to illustrate the circle of e-

conomic growth and economic conditions(see Figure 1)
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Figure 1 System Framework and Economic Growth

In the above-mentioned interaction model of system reform and economic
growth, the written draws *Possibility Combination” of interaction of system
reform and economic growth further with the game and its structural pattern
among behavior subjects. and not only gets the index of the intensity of feedback
of theirs, but also the index of direction of feedback of theirs. All of these are to
analyze the relationship between system reform and economic growth with a new

viewpoint,



Thus.in the research of system reform. we should not only investigate its
form or pattern, but also pay great attention to identify and define the reform
pattern with its substantial connotation.in order to master correctly the function
relationship between reform pattern and reform effect. If we define reform pat-
tern simply with the characteristics of reform form and then take the achieve-
ment of economic reform in china as the result of what is called *Gradually
Progressive Reform Way”, which will not only cause people’s misunderstanding
that just adopting *Gradually Progressive Way” will result in success, but also
block to further investigation to summarize the experience with worldwide uni-
versal significance.

In order to find out the connotation of the reform pattern of economic sys-
tem in China, the selective environment of reform and game structure should be
fully investigated. This game structure of reform is called *“Reform Process” in
this book by the writer. This reform process is similar to the vote process in
public selection. which will determine the reform process. “Reform Process” will
determine not only reform pattern, but also reform consequence. China, Russia
and East-European countries have taken different ways of system reform. the
core is different means of dealing with the *“Legality” of reform. which results in
different reform process.

The writer would like to summarize the " Reform Process” of system
reform in China in three aspects; (1) Dynamic target of market-oriented reform;
(2)Elastic reform selection set of inducing inspiration; (3) Incompleteness of the
contrast of system transaction. The red line that will go through the above-men-
tioned three aspects is identification of reform and development(see Chapter 1).
The connotation and characteristics of reform pattern of economic system in Chi-
na are to result from the identification.

Reform pattern assumed by “Reform Process” of system reform in China
implies such a philosophic theory:the final target may be resolved in chrono-
logical order.and logically. there are a variety of intermediate states between the
reform of marginal adjustment and above-mentioned final target. Market-
oriented final target may be reflected by different intermediate states in different

stages. In the evolution process, there are much more inducing opportunity and



elastic reform selection sets, of course, with them a lot of artificial subjective
factors are mixed., which causes more institution transactions of incomplete con-
tract. In the chapters of this book, the writer tries his best to find out the rich
connotation in this aspect and to reveal the interaction relationship between sys-
tem reform and economic growth.

This book makes complete and deep positive analysis of interaction relation-
ship between system reform and economic growth in China from 1978 to 1998,
thus to summarize a series of effective and characteristic experiences from differ-
ent respects and also makes analysis of Chinese model at theoretical level.
Through international comparison, we have drawn a series of basic characteristics
of Chinese model. For this purpose, this book completely describes the
interaction between system reform and economic growth through the analysis
framework of “Behavior-Process-Structure”,

The joint of interaction relationship between system reform and economic
growth is the game structure and pattern of behavior subjects. Thus we firstly
make analysis of characteristics and changes of behavior patterns of behavior
subjects in system reform, then make analysis of game pattern of behavior sub-
jects. From Chapter 1 to Chapter 4 of this book. we discuss the behavior pattern
of (central) government decision makers’ dealing with * Legality” of reform in
different respect, also we discuss role transition and characteristics of behavior
pattern of local government in decentralization process, the game behavior of pri-
mary organizations’ “touching” policy, interaction of state-owned economic de-
partments and non-state-owned economic departments under dual track system,
and the transition of behavior of resident department in transition of allocation
pattern of national income,

On the basis of analysis of behavior pattern of participating subject. we
make analysis of interaction process of system reform and economic growth of
market-orientation. industrialization, urbanization and opening (From Chapter 5
to Chapter 8 of this book). Promotion of market-orientation causes new industri-
alization and brings interaction relationship between industrialization and urbani-
zation. Development of opening speeds the process of market-orientation and

pours great energy into new industrialization and new urbanization, This



evolution process finally results in transition of growth mechanism and formation
of new growth pattern and makes economy in China develop rapidly.

System reform and economic growth in China always exist in certain inter-
action relation and this interaction process expand gradually. so dynamic
unbalance exists as a normal state. there are a lot of structural contradiction and
conflict in the process, We discussed structural analysis from Chapter 9 to Chap-
ter 12 of this book, In discussion. we emphasized reconstruction of macro new
system and micro basis, development of national unified market, deindustrializa-
tion, growing new economic growth point and the two principle transitions of
economic system and growth pattern etc.. and made investigation deeply into all
above-mentioned aspects in order to reveal the interaction relation between
system reform and economic growth.

Though we have made great achievement in system reform and economic
growth, the process is still going on, the new system and operation mechanism
of market-oriented economy have not been completed and the economic growth
has not run on effective, sustained track yet. During the process. we will face
harsh challenge that is more complicated and difficult. Whether we could break
the last obstacle of traditional system is still a test for us. In the consequence of
this book, the writer made an extensive forecast about the prospect of interaction
of system reform and economic growth in China, proposed the reform problems
that must be resolved in order to guarantee the system reform will be successful

and also the potential crisis that must be eliminated in economic growth,



0

SR fE—IEKA D TIER 1
0.1 WEZFFLFAIMIITL 2
0.2 ZF4&tF-HESEH - ZFEK 8
0.3 hHlTELELFHK.SHEHER 20
0.4 xR R E #7448 o B 37 % 41 35
0.5 A EREBHEKR 40
1

BRREETHARSI . MEREFRTE 47
1.1 BRREZEAFLERGEB RE? 48
1.2 FREELSFH . BFREFHLET R 57
1.3 HIERFH“REBRF"RE 68
1.4 TR RERFRE N & ENER 83
2

th e 51t 77 UL . b BURT fR B iR 92
21 PREHFTHIBML. AEE BT 92
2.2 HFBFAEME I, AHFRITR 101
2.3 HMFIBHERGKELNAEE 114
2.4 AP E TR NP 120



3

EERLHECHFH W H TR EBIIES 126
3.1 AEHASEEAFNELFT X . EbotT 127
3.2 HAhHBENE . FEAZFTHITLRE 142
3.3 EHAMITHERELT LS 148
3.4 BHMINEXEEMTHEATHPH 161
4

ERUADEREEHSHEERIRIIIEL 171
41 RKEEESERAITAGE LR 171
4.2 TEHBN BN . SR R 179
4.3 HEURGERVA2>EST TS 188
4.4 ERBRANGEAMAGR . SIEEXSL2FHK 195
5

ZFETNHNHIEL - ARBHEERESS 205
5.1 TWigfbty It . 7 7 E @ el 5 & 205
52 #HE80ERN”RTHL 214
53 90FRMNEFRTIHL 221
5.4 ZEHEANTIHME R 226
5.5 Wi EEE KK H B 233
56 Wyt PHFLEEHLTH 244
6

Mg = Fa0FE T {kittiz 246
6.1 Fr T lbfb a4 T b ey dth #) 246
6.2 EWHTEFHNE L LK 256
6.3 FILWLHABPHEHT 265
6.4 H Tl iheydf 275



