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Summary and conclusions

I.

Gr

A Chima has besn investing about  25-30% of | GDP fmove than

most developing countries): pey capita income grew at 4%
from 1952-82y from 1979-84, increased per capita income grew
at .84 /year. Propose  to increase it from $300/capita to

FLBOO/capita by 2000 (ie S/ /yvear)=quadruple gross value of
industrial and agricultural oubtput (GVIADD,

B. To achieve target, reqguires increased efficiency of

FEBOUFCE  uss (pp. 12D el restructured pattern  of
production  and consumption;  therefore need to introduce
reforms to INCTEREE mANAgEmEnt resporsibility and

competiticon.
swhl and change:

fEn ‘ A low income  country, China exhibits an unusal
patterrn of demand and production:  low  oubtput per
agricultural  worker, lavge agricultural employment;
manufacturing output  per worker higher  than average
because of  high saving rate and massive investment in
basic industry  (but  hasn't much raised tobtal GDP
because of  limited manufacturing employment. Exports
and dimports small in rvelation to btobtl output. Bervices

share iz  smaller  C17E%) 0 than  in low dncome (30X) or
micdle ircoms (0K country  Op. 22-3). Inefficiency:

high enevgy and intermediate inputs use

B Implicabtions:

1. Efficiency: high investment in edacation plus
improved technology  Ctotal  factor  producitity, TFP);

mesd  balanced allocation of resources among secbors,
gepecially improved infrastructure and services. (p.23-
E

L Comsumbplom public consumption is aocve novmal
level  for miciclle income country; Frooasehio
consumption move concentrated on basic necessitiss
than typical low-income  counbry, will probably
changs as per  capita  incomse changes, to reduce

ol sypandituare, Ancreases morstaple
food,especially meaty inocreass clothing
mpendltureu, and  sharply rvaise expendifboarves on
P i, Lravel ard  recrsation and  rvelesvant

m@rvioss. (o250
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Forelign brade: Diven Q.1 Fra of oultivabls
i poorvabios in o worldi, om
masod o opay for agriculfural Lo wWwith exporis
Clike  Japan, [Eorsal kp.df>; are b byacde

s b e & of  vapid and

landpersocn (ong of lows

1k grmwth,

smhift From qriculiure
LA @) with more erate
imcrsase in industrizsl employment, is
intensive; suggests Dhina  should  inorvs
sohoy &l with  reformed 5yﬁt@m
manaﬂmmmn! tas  clossly related options
COMMBY o8 3 along wibth  rvols
ragulabion, ir £ MDCL Tization of
urnits  and 1n"q]1t¢ew, opdves supDord
include finance, accounting, and law. (p.

meEohorss

."lj'i i 421,
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Microsconoic changs = increasad orowbh o via
chsapesr, by produchs arl (3T
techrnology: betbter  seeds, faster machineg boo
computerized invetory  control, abandoning obsolbe
products and aqnipmamtmincraam&d specialization,
@oonromiss of  scale, and esxpervbtise p. 2685 box 1.1
=foous o L, LK EAU&“iEﬁEE: smal laey @nL@xgr’ﬁﬁﬂ =
e oof changes, though  some grow, obhers faillg
1tabx]1bw asscciated with growih (probably via
veinvestnent  of  profits plus incvessed bhorvowing
capacibyl (o, =70 = is emnphasis on compebitive
sroosss which i China has Dbesnheld back by statbte
ol maintaln profits, capacity abtilization
and  snployment i less efficient snterpril :
raflect enphasis  on produaction targets and local
self-sufficiency w/o adeguate incentives bto lmpove
gualiby, reduacs o gxtensive  (rathesy than
intensive growbh?  with limifted lomgrun potential.
pZE

ot we 31

ot

Imegual Dby Hhhinat s past  sbtrategy and present
sy s hEm hrawe ﬂtwd, el the whoeles, an
gxbracvdinarilvequal socilely? femee also first
W ld Bank sconomic veport on Chinad p. 2% bthough
substantial minocrity have low  incomes, especially
im ovural  arveas, they have highsy living standard
than in most developing countries: agricultural
coxllectivazation prevented impoverished olass of
lamdliess labovervsy; state guaranbess  minimam Food
%U;Pl‘;}'LmLT” gobosl envollment ls highy basic
2l cars and family servvices are available to

Ly Lidfe supsobancy ave, s 7 oymars in
Cfoyobably single indicator of the




gxbent  of  real poverbty? op. 29, Fural reforms
have Inoveased rnsa? Lnoomes wWithout  so far
cmatly Lnorve I rilral iAnsoguality, but has had
meh by unforbunats COTTEE OISR CEE declein in
conpEyaltive riuyal mescilocal IFSUY SN oo
colisotive wal fars funds, R TWdlUiﬁHﬁl
howseholdss  relucktamt  bo conbribubs; declins in
childrven inschools, essepoially givis, as famillaﬁ
withdraw them to increase production - sspecially
poaoyey families  (p. 30-3103y anticipate rural
responsiblity will imcrease Incomes  inegualiby
eforse  long, and  probably dn urbn areas, By
"o g liligent Wiy ey ared s|uoCssE
incdividual  businsss  propriesors rvicher,  and the
iddle  ov  unlucky poover”  and bensfitbing some
localitiss  move  than  obhers plus losses  bthat
M Cye coomi o change may inflict on  cerbtain
familiss, enterprises and localitilesg but  "if
imporbtant  features  of  past system are pressyved
Cimcluding social ownership oiof lamd, widsly
dispersed sccoess  bo basic educabtion and heallh
care, and & guarantesd minimun food intaked, Chins
showld e able to maintain a much lowsy degres of
imsoual ity Lhan in the typical cleve loplg
conntry.e e Ganod An the longesry bterm, vegardless of
the preise pattern of distribution, the grat
majority  of  Chinats people will unguesstionably
gain substantially from rapild growbh. ... "ip. 213

IT.: Chapter Z: Illustrative projections

A lethodology: econometric model for projections, based
o assumptions for bthree alfernative approachss:

1s Quadruplﬁ
high Y
fovelgn b
340 =growkh

growbh with present sbtruchure, wilth
~imvestment  rvabs, assuming increased
Frell

wing  to 13¥ debt service rabio (p.
vateof .84 (@p. 360

e Moderate growbth wibth same aggregate saving rate,
but  less opbtimistic view of efficiency increase
fam in USSR =reduced growbh by 1% (p. 34-3)=growbh

RS B = £ i - .
rate of S.4% ¢ Fia Sk ¥

P Balancse growhbhs altermative approasch  giving
Qrwm+@r weight  to more  labor  intensive service
sector iecpequ}]y COMMEY Cay miscallaneous
busminsss and : i f
changing Fre
civoulating capital,

: -
ian ai(’”’i}"r"sﬁx ;

¥
= racuosd
and larges
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TI.  Agriculta
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moale entsrpri 1th lowsey capital costs, and
greater payoff to agricultural  investment. (p.
S50 =gy owhh rates mf G821 with giveatey
comsumtplon, bobth public and household. (p. 362,

g assume velative priceslisector arve determined by
val  oosbs, including intermediate  inpubt costs,
costs and capital cosbts Bowo 2.1 B k! Cie

by 4
citly= assume pevfect mobility of factors; and do
in bhe

oy international market; simply Ame

raints in cdomestic market via o ey rmer
verthion-a

va prospects and pol

duction possiblities i valation T
projections (p. dd-50a

Experience wibth vrveform changes projechtions by
funpredictabhlel amountss but oot domuesd
mffertivensss depencds Duly inputs Cland and
irvigation, fertilizer, improved seed, and support

services):

R T -

o Landy 25 m. ha may be developsd in mediam
term for Ll crops; annual loss bo none
agricultural usess=1  m. e Cimcluding ruval
constructiony, unlikely toe be offset by
inoreas vigated land

b, Mutrients: ovganic fertilizey probably won®t
meat  governmentts  projected 172

2 oot nuwbrient
oof fhake by 2000, butchina can design and
construct nitrogenous  chemical fertilizer
plants 1f v mabterials are avallable, bthough
reguire  resoudrcoes now fand still neesd to
import phos arcd pobassiamd

= Fessarch  and  edacabtion: mesd o Anorease
research wp  bo 2% of  agriculbtural ocubputb
val e, improve facilities and staffy have
dmproyed (R o eciucatian, it meesd
research links; and strengthen ag sd

d. Fural tbramnsport, BT CEsslrig, s b
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wbion= limiting specialization and ag
rmbruchurings government contracting
appyoaoh, incsased price flexibility and
greater  vole of  collective and individual
enterprises in jmarketing are helping: need
rural savings  in support of  investment in
nesded infrastrouture,

specific crops:

grain  and  industrial crop targets foverall
EE/ywar) = attainable, bt nesd more
investment, impy oy ed price policies for
forestry.

Vivestorcok ftarvgets constrained by grass and
feesd suppliss, weak transport, processing,
dismbtributicon svsbems, lack of  investment
funds; pigs  and poulidry = move favorable butb
mesd fesd arcd attention o cost-price
ralabtionships.

coberhLa smard -supply imbalancess gxplovabion
Potential  demand-supply imbalancs 1 &t r

of options via models

.

b

e}
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gaumption ve plannsd  targebts: it ir
meat, powultry, fish,eggs and dairvy products in
average diet (from & to 15% of caloric intaks
by weighty, with decreased grain consumpbiong
assume sself-sufficiency  in animal products
and processed food

Alternative ouboomes population
Wil ohange  forecasts, rg divect and
indivect grain  rvegulvments by gE 0 040 m
tomsd /0.1 m. dAncveasse; rvedocsd efficiency by
O.7%/vear? could lead to substantial deficits
Ceg growbh  of 2.9%/vear would rveguirve 94 of
gdomestic  demand = Lmpovis, urless Lnoomes
agrowth  also failed bto grow as projected;
redirection of corop  ocubput  to animal feed
could cause demand-supply imbalance.

Fovedgn by aoe s possible molubion o
imbalancess move scoonomic bo dmordt feedgrains
tharn andimal  products (since China’s wagess =
below main animal  exporbing countries and




i

[

China cowld  impovi bthem without undue price
effect  dus  bo surplus output  of grain-
supplying countriss),  bubt = risky o depend
Loz much on dmporbs; also must  sarn foreign
wohangs, mim i b thvu sxporviing obher
grains Cbhub market is limibtedl.ip.
BRCN

Production pattern could e ohanged
Cimstead of rvelving on international traded:
switoch rvice land to coarse grain or other
crops for export bo pay for coarse grain
importsy; nesed move  vesearch especially re
rainfed upland vice; and change present self-
sufficliency/district approach plus  improve
internal branport trorth  souths G a i Lo
poultry  arveas;  north livestock southy ebod
Cps S0

Could also change consumption pattern - but
meed bo avold  soclal dislocations;  avold
subsidizing meat products which  oould beoome
added  exspense  couldn®t sustaln, S LT E
prices cover cost (p. 50-3)

. Managinghousehold agriculburs

B2

i "

Tssuss: how  sbtimulate household agricultural

production, increase sconomic efficiiecy, and

snsure desirved ouwbput composition = how use

prices and obthey economic levers

£13 Abolition o f i o corbyol ard
compulsory procuvement  and  produaction
otk for  grain  and cobtton should be
sxtendsd bto all producks,

£y SBtate role: in state farms and divectly
productive units, especially in meat and
dairy productiong plus  contract system
for proowrement of lavge portion of farm

oubput (o 5340

Oubput pricing amd markebing

21 Shouldn?’t uss  wholly administered price
syvebten (=insfficient, not feasibleld, but
government regulation by state-set floor
price for  conbracbed sbtabe procuremsnt,
letting above contracted amounts respond
Lo markelb for cess prices for minor
products fluctuate freslyy

{2 Alternabive: foar = Dl sproducts,
povernment ool let DEE  debtsrmins
L e intervening omly bo prsvent



B L f ie beyvond rangs
e h Wil vy ohass Foy

addition to at lowsy end and

mell  From s at  uppsy end

Cpe S moomp lex, tgvd to ewporb-import

policies; could  dnvolve finamcial cossg

could not be used bo divectly influence
income distribubtion fas two  bier syvsbem
cloesl, but could valse rvural iﬁCQMfE by

reehuodng governmentts | role, smay L

EOH YO sthate VEEOUY CEE feoy ool ey

FLLY s imcluding  food  and obhsr ag

procduct processing Cp. 540

€ Input pricimg amd allocabtion:

Cad  Should eliminate conbrols fovr dnput
prices, lebbting farmery decide use
in tevms  of marginal productivity-

& foy ferbtilizers by
individual Tarme w o bhether the
variations in plobs Tand, ocrop
mesds than government

thy  Similar argumesnts For mar ket
allocation o f cobhey imputs-
pesticides, artimal Fomemol, farm
machinery, 8iHo.g

foy Re credibs showldn®t  subsidize
intersst  rate becauss  lesads bo
gyoess demand for oavallable funds;
o let marvket allocabtion determine
interest would mak it harder to
gdiscriminats  against households in
favar o coxllmobivess Wiz lad
dimcourage unsconomio mechanization
teespecially givern  laboy sweplus in
rural arsas) (p.SED

deAgricultural incomes policy:
iy "Egonomic  forcess  are, by themselves,
unlikely to lead to an sarly veduction
in 2 gap  bebtwesn  urban and rural

L grperience  slsewhers sugossbs

wigle

wment dntervention may be nesded to
znh "unacceptably  wide' gap; either
raise agriculturall prices - but that
ot Lo imber fers with D&ES/particular
peocduobsg use bwo-btier price sysbem to
1l e asmlc farm howsehold  incomes
Chhowgh farmervs near urban cenbters might
ralses their incomes  btoo high causing
by desochLons fvom PRI S s oy 3 g
altarmabive et 3 mupplementy b
ingreasse government b'jﬂpk "DEN”LHG for
rural s dlal CG'“LCu“ sopially
zefucaticon and ]




rural social insurance schemes, ebto.

Chapter <4: Ernsvgy Development

&, Energy=key to development, but uwncertainty re China's
energy  rve  potentitial  economies, modevnizing technology,
changing industrial structure, withoowt compromising living
shandards.

1. Demarcd and Supplyy Trends and balances:
as  Doal=30 of prmascy commeroilal enevogy cons, 172
total  (incl. biomass, which = 2Znd largest source
C2EED

. Oil=1/%, natural gas, 3%;
c. Elecbricity=18% (13980)= far
countries

5 Industry, esp. metallugy, chemicals, building mats,
accts for 172 final cons. of cocal, oil, gasy; 374
of mlectricity comsy Households  and commevos acck
for  only 20% of  final cons in 1980, but, incl
Biomass, 3% of final enervgy use; btransport-BY,
Tow for LDCs becsuse of small road transport (p.

than most

S High enevgy consumpbion pery unit of GDF compared
o othery countries, partly sxplained by high sharve
of industrial cutput and HIE CE heating

reguiremnents; Dot per unit of gross  oubput valus
in industry  is also  high due to snergy-intensive
output and relatively backward technology, small
seale of  dndustrial  plant, and  type of  fuel
Comally low enevgy prices alsosinsofficient cost
consclousness (. pEE-TD

4 Rescent efforts via vegulations o dAmprove
@fficiency, introduce better technology;  now

providing financancial incentives, and soms efford
to dimprove price  structure  (p. S =impressive

reduction  in snsrgy use  per sconomic acbilvity
Cdown 7E/76VIAL, 1979-81, 3%, 19B2-3, est'd 7%,
1984 (p.39)

E. Demand and Supply prospecits: With projected models,

raguire 3.4 to 8.5% average annual growth  rate  to
2000, (p. 8% balance wonld rveguive substantially less
£1,270-1,600 milliocn Tons of cocal eguivilent ~TEE 3~

compared to guadruple (1,38-5-1763m TCEY but not less than
ate (1,180-1,3000p, &0, table 4.17

I Mobtes re consbtraints:
1 Comals China has abundant reserves, mainly in

Morth (272, Shan«<i=1/3; rvemaindery in 5Ej; encugh
foy 300 yvears at 1980 levelsy low costs, Bt must
improve bransporby wsme of small  local mines
Clessmechanized, Lowey costd)  helpts meet local
raeguiremnents, bult  nesd loproved technologissy bub
main problem =  btransport from  novth o via larvge-
moale, interregional coal btramsporty; could shift
from coal bo slechbric ov diesel btractiony increase




use of coal-fired and hvdroelectric projects with
long-distance  transmission  of o o Load
centers (tho raill coal transport probably = less
grpensivel; need feasibility studies, but optimal
cmal sbtrategy should  incorporate measures bo
reduce transport - sg link mines  bo use cenbtersg
iprove cocal-use efficiency, reduce pollution Cbhub
continued coal wusesserious pollution poblems)g
mote possibilities  of co-genevation for industry
and district heating, ig electrvicity plus thermal
gnergy  (Bowx  9.1l: Euvope:  accounts  for o 30X of
@lectric power capacity  split between industrial
argd  district heating uses, esp. Tor papev-pulp,
stesl and chemicals indusstries -p. 6832

011 amd gas:

Ha Largest oll fislds passed peak productivity,
FHIW L Lng infill drilling and  second
FECOVETY] new  reserves must  provide lavge #
o f total cubput /2000 -probalbily Clargely

unexplored, complex) offshore fislds needing
foreign techrnolaogy and capitalyshould improve
production practices b Ernsure  maximum
recovery:  should  analyze btransport  needs,
though not & seriows problem (p. 852

5 30 Matural gas: vyr  2000=double present outputb,
mainly from Sichuan Basin and new onshore and
offshore finds 3g Zhongyan  and Hainan Island
Cpw %) plus other possibilities;primarily
Fopy high il industrial LIS like
fesdstocks, possibly inital uses in electric
power genevation  to develop gas production
and pipeline nebtworks, also for howsehold
connking and hsating (p. 682

e Petroleun refining:  Demand  for oll products
o dincrease from 34 me bons/198B0 to 90-140 m
in 20003 counld  use imports  or  Amprove
refinsry vielods b make  up-short fallg

increased road traffic would raise demand for
transport fuels from 10 m. tons/ 1980 to 20-350
M. tons /2000, G E T if improve energy
efficiency=1/4 of targeted il ocubput; most
Chimsse oll - rvelatively heavy, move than 70%
residuals Cthough have  improved refinery
compledity bto reduce to BEXN-high comparved to
most countries sxcept US)=problem re mabohing
ctput o demands comversion  of  orude to
transport fusls=capital intensive, sqipensive;
alternativestrade with other refinervies in
region, elsewhers (including contracting with
international rafineries with @Y OEEs
capacityd, but would reguire more Trational?
prices. (p. GE-72

Electvic power: Rapild sspansion (78,

TEED ve., 2000 megawabtbs/ 199l i

OO megawaltts
1965 -79=10.7%
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growth rate, slowsed to 5.8%4/1979-84, no
mesting demand projected at &6-7.3%7 yr to
expect electricity to supply 26-27%  of Qnerqy
use /2000 (excluding  cogensration  in dAndustryd.
Expect nuclear power = &% of oubput, hyvdropower =
18~19% (22-28% including small plantsij fhermal
power = rest, based on coal. Hydropowery mainly to
come from 4 large-scale rviver bhasin davalupment
sohemes under  study (largest potential in world,
mainly in  8W, NW, requive transmission of 1,200
1,500 km  bo major  load centersy 810 yvears
gestation/large plants, may e mxtended by
unexpected gectechnical problems, shortages
funds, sbos high infrastructure costs/inundationg
coal o provide 359 fobtal  generalblon/2000 (ses
abinveld . Demand esxcoseds  supply in all sxisting
grids, costs of  connecting them  may not e
Justified by resere rvegquiremsnts, bub hyvdropowsr
davmlnpm@nt Wwill ma ke intercomnnection oy g
compallingy also will permidt use of modern large-
seale generating equipment with improved technical
and  esconomic vesulits; need  careful plannming re
costs/ long berm. oL EED
Fural snergy and biomass: Rouval howseholds  use 220
m. TCESLID80 offuslwocd, crop byproducks (172 and
cdung=83% of enervoy/householdsy  farther  use will
have seriouws  envivonmental effects, need major
alternatives: now stimulate private woodlots in
uncultivatbed 8 use local coal TOERE LY Oy
molar combkeayrs asmall ~scale oy opower #
@lectricity for  cookingg improved digestors for
dung; betitesr rural coocking stoves=40 m in use/1384
(potential varvieslareal (p. £8-690
ITrvestment, planning  and prices: @n@rgymcapital
intensive, efficient use = key: supesct investments
o dncvease from Y11 bBil/Z1281-5 &th FYP to Y30-40
Bil1/71988-2000 7th FYP: Table #4323 (p. 70) shows:

Caml mining=YS50-70Ril t12-13% &i'f BT Y
investmentsl; pre by ol euwm 80120 Bil, 2Q =21 %%
Electric [ B T YoEG-370  (86-68%);  Additional
costs=Coal tramsport, Y40-350 bily; refinevies, YZ0-
“h g rgEd gr@mter decentralization o f
decisionmaking and price  use o achisve opbtimal
ST O LU E alao  dmprove longberm planming,
incluading econcic evaluation of alternatives (p.
Toyy  also improved technology fransfer since

investmentsslongterm  use, nesd consevvation  of
@rneEroy, espscially rve  thermal  plants and oo

gernsration potential. Ensvogy prices now reflecth
neithar  scarcibty  noy oostb bwe bleved pricoss
sy ahem =y e production, bk administered
prices=low re esconomic costs except for petrolsum
products E:Sats! electriciby il residential

COMSUMET &} v commenc phasing ok ppasba



system=difficult to administer; give greater
aubornomy g gnterprises, raflect el
scarcity=higher prices, reduce  use (s=worldprice
plus or minus ftransport margin imporis ar
grports are limited?

Fl

@, wunle

V. Ch., 51 Spatial issues

o Regiconal income and production differentials and low
efficiency of industries: eg income differences/cap:s
hetween Jiangsu and BGansu=l.4 to 1y betwesen Wuaxi
County, Jiansu, and Dingxi County, Bansw, 2.8 to 1; and
between ianzhou Township, Wuxi, and Dongye Township
Dingxi, =10 to 1. (p. 76

E. Specialization and trade:

1 Past emphasls Dty local melf-sufficiency /20
provinces=wide ¥R of local production
activities including foodstuffs, material
and steel products  and  consumer  durables Op.
73y concentration  would=economies of @ scale (now
=i dole variations/ provinoes in
profitability/industry) shown in Tables 5.2,3; map

3.1 (pp. 74-5)

P Agricultural specialization: in vecent  vears
altered non-grain ag  location, soms provincial
specialization ve industrial  corvops  (perhaps mors
tharn Indiad; land coste neay citiesshigher, butb
transport costs=lower for ag inputs and markets so
latter should ialize in eg vegs, perishable
fruites=high returns/ha and fransport costs) box
5.1 ¥ dairy production sugogests greatsyr
gpecialization=greater efficiency tomeeset growing
demand, improved guality of roughage = larvge rural
arveas ve., marked demandloitiesy;  daivy byproducts
and manure  might Justify location in wrban areas
limked with fish farming and fruit production. (p.
773y need improved incentives/price rveforms (p.78)

bz Industrial specialization and locabion:

& Transport  problems, shorbtoomings incommesry ce
s mabtarial sumply, price distortion,
barviers bo  compebtition and  fTiscal system
himder spescialization (p. 78D

bis HMeawy industriss=located Wi Yeoonomic
vationale’ amal ley leass sffeclent oness
closed in recsnd yvears, Bl small  many irvaon
arel temel Andustries  operate at high cost;
mexcd Lum sl Lay ge Meavy ind. plants
=eorncentrated din larvge cities (Table 5.3) tho
Fravve large spatial rigecles , create
snvivronmental  problems,  and  don’ b reguire
seryvices, ebc., of Lay g citiesay ol
comncentrate heavy-industries, while spurving
ohbher rural  industries  C(incl. coal mining,
cemsnt  and  bricks, agroprocessing and light
industries) p. 78




Cs Light industry location depends on non-raw
material inpubts  angd markebs  move bthan raw
materialsy land  cost, livimg costs=high in

cities C(tho  citiss may offer other benefibts
including skilled labor, mavkesis, diverse

envivonmentl. High tech industriss =better
of f im urban arsas, whiles obthers  could be
transferved  to smaller cities and ftownsop.
Tl

o Reforms should reflect highey arban cosbs,
feg  for  land=taxes), differences in living
comts, sho.

Transporb:

S meerd Improved vosd sysbem - bubt mo strabegic
plan  velt exishs; fimamce via bonds + road
umey chavges bassd on ovehicole and  Tusl taxes
e 88 & chevelopment oof smmal Ler, e
@fficient trucks, raduca ﬂjﬁﬁ@l subsidy to
get fwalking btractors® off roads;

B Faillways=most effici@nt for  vaw materials,
heavy ~industry products over long distrances;
bt msed to imprﬁve industrial spescialization
arnd materiales supplisssreduce Int ’prmvlmciﬁl
muVQmantM? shift to diesel or electric pover
. 824 -5

Cw Water transpmrt via cocastal shipping and
inland waterways cold e improved,

egespecially if located more heavy industries
to avold land transport
e, Other choloss:y containerization; prices and
tariffs reflect full costs +  competition
hetwesrn  modes increased pevsonal mobility
via v i vihicles plus more  buses and
aircraft clucing use of rallways. (p. 830
Commercer nesds o bemove flexible, responsive and
diversifiedschanges in organization ESats
managemsnt;  now employvs only 5% of population;
have improved cholce in rebtall trade,efficiency of
whomlesale trade, sspecially re key matevials, by
veducing central administration, buabt still invalve
small ¥ of sales; provincial or county level
allocation replaced central allocabtion, but still
= bottle necks, sspecially  for emall collecbive,
COHTMUAre arc brigades enterprisss sl Lmg
materials. (p. BED

Developmert of btowns and cities

1.

o~
e @

Main features of China’s urban-rural sbtrategy:
past neglect of small  fowns, now  being reversed;
emall percent  of wrban population in cities under
OO, 000 C322% v.e India, 47, Braszil 42, USER, 413;
Mesd better infrastructure and support services in
mmall  hown, including transport, marvkebts, public
utilities fwater, elescbriciby, phomnssd g Anprove
ducation, health, soccial services and housing

e



40 1 omechanisms; now vely on rebtained

profits and social labor of rural households; need
o rveplace with taxabtion and prices/services;
mpeoilal sk Lo i brraocder raformssS local
finance, including reduced productive supenditure,
increased social sevvices/communiby

fad
]
=5

o
o
o

£

y Cimsmtead of
mrher Pviqwmb; regliance on land tawes (or renbs)
incomse taxesy charging user fwa S EET VL DEE.
E. Rural poverty and reqiﬁr Loinegualit

" Reforms and policy  changes havm L
poedeEy by - g BB B asrveas,  previ
fomdgrains in unsuitable agroclimatic ‘

switohed R ol ey CFﬁQE Cepgg cobbord =l
returnsy; but some arsas  haven't benefittedy; other
effects of rveforms and investments/speclalization
and  sxchange ~infrastructuare of ag, imd?l inv
ﬁtimulated:agrrp wceb51nu inclus, wypmansion of
commer cs, ebo. (p.

rural
ey

P

ter

3

o Other aspects of reforms -negative effect on poor
low human

AT EHAE, B0 with  poor YEHOUT CEE,
resour ce development - eg Donxi (Bob
ag/ecivilization arga of China, contin
causs erviranmental praoblemns, rreeel s
vaforsstration, irvigation, improved
pasbtures/rainfed areas, more educabion/researochyl
increased oubtside competition may worsen sibuabion
unless offset; o Lmary ard secondary school
grrolments  aggravabted byproduction vesponsiblliby
syatem (p.  93) as  families take ohildrern oub to
felp  with farmf; Figh pop.  density may need
cutmigration - meeds sbady tpps S3-%)s re
attention to w : Loy wage subsidy) incentives for
skilled worker ume of  baxes  and  subsidiess bo
@ncguragefdiﬂ VO] activities; profectionist
mEasures = last vesorit {p. 982
poIntevnational  Economioc  Strategy: China's exports of
monfacktor services -L0E =f  BDP O {above that of India,
to UE, Hrazilldg wruraging foreign investment and
bovrowing, btechnology purchasm oversess training, sebtc. =01 how?
M External snvivonment: Iind?l escs to grow 208/ vy, lower
rates of inflation mad, but world trade suapscbed bo
grow faster  than progduction=greatey intervdependences
mfr  euports/ | D0s o grow B-10KL/yr. tTreat global
JEotions cautiouslys PRy Doas Tlang-term
F{UJEE"JHH“ have ofbten been  wrong"Op. DED Depends on
Yrmformas' o+ oyolical fluctuabions (=unpredicbtableld; but
larvge Chinsse economy ensures gresber stability
1« T bersfil, [y mocern bechnolagy,
wifficiency=bensfit from @ bernal cornbanbs;
specialization  and an oharngs o iAnternational
w0 Ly L produacts, sharndards,
teohnologies, ideas,  and assis in masbaring
Lthem (p. 983 contlad also have disadvantages re
intermal ob ti atifle infant indusbreld

'. h,t

ATTCE




21an trad@ P pe

p,lmur“ price voalatility, geneval inflation,
flxct ons in world d@mand for  indusitrial goods,

g lormal imsoualities, and smevgence of
?arqa trade  defi Z%E oF Surpluses unwanted

inflows and owblfows of capital (5. mofhen
trade off by appropriate management via indirvect
regulation of decentralized external frade and
finance system - in addition to all other bensfits
internally, provide move appropriabe relabionship
hetween domestic and world prices to  improve
goommmic raticonality of decentral izaed wmpmr+ aned
import decisions (p. 1003; may use bariffs (rather
tharn cpuant ity corbrol ) o proteot 1MTant
industriss, o oslow  iAnfant  industry  suporbsg
mooomrn @wporhs may  vedace  danger of Chlnusu
lowering world pricesy; wse stabilizing
to prevent worldprice fluctuabtions from
affecting national economy Lpta 1003y adjust
currency value bo avold over o undesry valuation’s
impact on trade and pattern of imports (1012
te and policiess
trade  composition im  smimilar
cializing inm texbiles and primary
zhm  in exchangs  for machnery,
anc  obthey  manufacbures and

a higher % of manufachured

u
¢
1

Chinat fovedq
fowmd h(:};" LDCE":W
products, and
Transpor mqn1mﬁnt
sarvices  (bho
euports) (p. 10L-27

Primary price products flucation; given cooal,
China probably FETE L Tf-sufficient in
coal and  oil fwit some exceptionsd g e AQ. Yaw
materials, falling real prices, bub atill might

'.r..q

gxport  some - 2g rvice leven 1if causes fall in
world prices  p. 102-3),  tho not well endowed in

agricultural

ngﬂCy) im o oamst
sy 1b"tﬂ:1
uffxcxent

Jpec1al¢Le
imcentives Op.
Manufacbures: wpanding  ftextiles  (5Y of  world
grpoybed  and chher manufactures exporiss=trade
SUrplus of fast geficits Dely machLmLfy ar
@optipments could  Ancorease  texbtlles export, but
alveady affected by volunbtary esxport vesbraint
agresment with  UE and EEC members, and Multifibre
Arvangsmsnt,  soshoud  upgrade gualilbty and press
relakation of rvrestraints of trade (p. 1041, expand
ohbhey manufactured suporbs, imcluding machineyy
andmetal products (23X to LDCs nmowld, may includs
dmpoy b ard assemilyy arvange netwoy bk of
contracting and  obther cooperative agresments with
forelogn  enberprlses v greater  flexibility,
compatition=necessity bto  ilmprove prodactsy growth
in saports will  facilite dmport  of specialized

avossy DEROIL dstate food trading
2 grain  buyving-selling operabor,
sl fovelgn  exchange; others  less
Wwill plecentral lze and
covporations, cleve lop




Ch.

i

intermadiate goods  and machinery (p. 10353 need to
capen  up consumey goods imports  to  increase
efficincy (p. 1062 use taw and price, sxchange and
mther re#ulﬂtﬁry lesvemyas,

. SBerv i o dAncluding transport, insurancs, banking
aric fimancial S@rvices; main China
receiptestransport  and bourism,  S0OmsE OVErsSeas

vuction contracts; would bhenefit from move

imported technical information  and  services from
Dl licencing o buhing technological

¥

assistance(p. 1087

External bhalance and finance: China could afford more
TV T EE S E Do v o g tincluding trade deficits) to
provide additional capital =75% of suports (debt service
ratio=13%2: but use "Judiciowus policy intervention...to
induce foreign investors to ling thelr activities to
those of local entervprises"  flegsubo  indust
ragquiring 4 of local  components?, but mainly use
aform rather  than resrvict forelgn investment since =
technology, managemant; Increased use of concessional
and nonconcessional lending from Japan,  World Bank
Girop, but need careful svaluation (p. 108D

Fegional  issues:  open ovientabion benefits  coastal

AVEARE  MOVe than intervior,tho meassures  btostimuelate
poorer regions would  enable  them to gainmore from
international trads  leg Erﬂnnmic charges for land use,

wage differentials to reflect interregional variations
pa 109 Establishment of special zones less subject to

tariffse andother import restrictions, with good
infarastructure and services, and speilalize in export

Y

production can help cheve Lo My 6 oper sabernal
orientaticrn for whols sconomy; but o spread of  new
teohmology and ideas  tends  to be limited since are
Timited zones, so should be opened apdp, 109

2a To make decentralization of extermnal economic

managenasnt & succeess, Iin coastal and interior provincess
alike, nesd internal reforms  bto mobtivate andgoide
gnberprises respond rabtlonally  to challenges  of more
CHBETT D OTENY .

7 Managing Indusirvial Technology
Technology in perspescbive
o 3

s "China  has  mads bremendous strides in indusbry
since 1349, With one  of the highest sustained

industrial growth rates in the world (8.5 pecent psr
vear in 1987-83, a full range of production has besn

budlt up in nearly every industrial sector.  This has
rgesr s compl Lehed despilteprolongesd imnternational

imolation, by mastering avallable technology, improving
it, and modifying it to suilt  local conditions."” Op.
1103

2. Problems:
o 204 of tech=1980-70s vintage, 20-28Y=bachkward



but can servve oresent  meeds, rvemainder  should be
replaced. (p. 1?H3

e Baelf-sufficierncy on minestry, provincial, sven
grherpr iss 1ea =gastes physical capilt arnd human
TEsou T oEs D8g all  purpose mpachine  ftoolslents

underutilized?
c.  Lapital produchivity deoline offesest increased
labor productivitylworker

da Procuct innovation arel cual ity
improvensnt=slowsunchangsd designs sSi e

introduction decades agoy eg Libervation btruchk =
USSR model, 1 ooy 1E30sT Uq mudu’; Che ball
garnings last 1782 a lorg as b fovelgn one
0% of  Ch. P‘tfﬂgLﬁ fertilizermlmw guality and
unstable ammonium bicarbornateip. 1100
3. (Other determinants of efficiency and guality
from technologyls

A Work  practices  and  gualitby of omaterial
supplies: &g workers hold metal pisces for
gdrilling imstead of using cl AMpSE mEAsUYe pleces
marmially, nmot mechanically and  move parbtially

assenbled piescss by hand rather than  uwusing a
conveyory improving these prachbices would do mors
than introduction of  sophisticated conbtrols (o,
1110

b. Management and organization/ind may determine
relative pevformance morve bthan supervior eguipmsnt;
@r. Tianjin Watoh Factory has bebtter sguipment and
mearly as marny workers as SBhanghal Watoh Factory,
but producss only 38% 0 as many watuhas, ot E2FH
mover in sewing machinery  industry, one  model in
the highesst 3 @srnberpriss umrtm Bobimes the
lowest, sven for  thoss  of 184, 000-135,000 units
cost differant = 1 t6 2. (P ‘3 22

s Failure to ploit sconomiss of scale growbhs

¥

g 1978, 130 Tavprises  in 26 provincess under
SEVET AL M procduced S0 000 by

vehiclesy if solidated, standavdizing parts and
allowing longsery production vuns/individual lparts,

wWwith move special ized ma bl me bools, ot dol
increase progductivity &t lower costy; likewise for
bicycles, rafrigerators, waltches Chho mimhe

bransport mquld uffset goornomises of scals in
wome Lrolust & b
o h_unnmlrmlly fflL;PPt techrnologys o guick tecoh.

@.  mome  Annovations  could  dncorease production
combs,  esepcocially 4f substibtubte expensive  and
mlectricity~intensive impey ted machinery like
Fully subomabted loms, for inedpsnsive and abundant
laboy powery

e distortsd prices ametimes make snterprlises
make wrong choices from  perspective  of national
@roramy - and in long run, some automation could




E.

be sconomically rational if manuafactured machines
in China, and used initial imports as models for
domestic producers (requirves investigationd p. 112
o Froblems of abzovbing foreign tech. in oh. and
glsewhere: of 9 large and medium-soze projects
imported, 1980-8B2, © had poor results; a study of
30 turnl@y projects/ 19708 showsd 152 = short
construction, Bigh utilization, aricd g
operations results;  takes time to learn, need
improved technoogical knowledge and skillsSent and

sepcialized agenciss) cumulative effect of small
innuvatlunsuprefermule P completely I

products/ process, so shouwld stimwlate thosey and
lage gap in every industry and country bebween
newest "hest pracbtice’ technigue and average which
if reduced is vital fto cost reduction andproduct
improvement as leaders acqguire new technology Cp.
159
. Planning for technological development: Thina faces
strategic cholcees: how bo break out of low prﬁductivity
civele? import foreign technology or  upgrade producer

procds btechnology™ for  which industries import, which
wse domestic REDT Which product  lines should it
import?
o Studyindustry by dindustry, all stages of
production from  producer goods, b intermediate
components, Lo fimal goods, comparing  these

altermatives; g textiles = relatively mature,
should  wupgrad textile machinery, then upgrade
textile produoc o genesrally (probably true for
most industriesip. 1140

e

ki In hlgh tech industries like electronices
distinguish hebween s and production nf
slectronics products: Use  of products offer

greaterst potential  productivity  gains, whereas
glectronics  production=secondary (UE: hitech=3Xof
maEw jobs created in last 135 years)y since China is
behind, could uwuse imporvied electronics equipment,
svantual ly introduce production using most
advanced technigues (since advance is occcourrving
rapidly? p. 114-5. (like 2. Morea, Box 7.3

£a Sectoral investment strategies ~lessons from
Japr: Mindstrey of Imtevnafiﬁﬁal Trade and Industry
facilitated information flows among producers and
reducing risks  of imvesbtments bt did mot forcoe
producers bo conform o plans - and some followed
cheily own approachesss different from govis.; also
had faillures....; criteria for success: ability to
compehte in internaticonal  marvket after period of
infant industry protectiong and  enterprises bove
vismbka of  fallure and reaped revards of successs-ls
flexibility plus incentives (p. 1162

Make ov buy decision=complemsntary, il use both if have



HH

mg RED capacity as China does
. Intermediate opbilons:
Hoa can  import unpackaged technolovg elemnts e
licenses, designs, key  soguilpmsnt, cormultants to
genent, marketing, snginesving problems;
ible import policy,  foous on what and

]

m"infwrmal TE A of obbtaining technology  via

g imporbed quLﬁmfr* Cthough

it c:zuldu ECH"“mlL aE wel az  technica
aspEchelyinternational EUbCﬂﬁtrmhthu arnd sending
students  abroad s owell as  atbtrackting back
oyevesas Dhinsss  with temohnical Dl G TR

i
Q‘WHT“E1C”

ae Resesarch and development:
o State Scolence  and Technology Dommission fand
othsry central govt  agencies  and ministries)sgood
agenciss for im*ﬁrr hureaus, corporvations, and
Entepr lses ﬁ;“cal cleve lopments abyroad
and in pro : @se enterprisss; mondlbor
costs and  provide sntervprises with  feedback ve
Lheir performance Y, brgsas b Lol
itnernationald pracbices
e Eotbtom -up innovations=potentially important: a
1953-72 study  of UE imnovabtions showed 804 of new
ideas came from within enterprises that produced
the inmnovation, 274 from bthe producing division or
department itselfy lsss than 5% from universities
and government 1 s European study showed
0% of main ideas came from within the innovating
cow ymiiainly from  commercial rather than technical
astaff (Table 7.2
c. User  fesdb =imporbant,  but China's systen
dossn’t o allow sph intevactbion bebtwesn machinery
users  and ~ofucers; btherefore design muach of
their own machinervyy fresdom  bto choose suppliers
imcluding forslon suppliervs would  be sconomically
rational Ccould also produce thelr ownd
o. Possible improvensnts  include  contract
research, technical assistance on fes-paying basis
and  Jointor arvch  production bteams Ctho not at
warpense of links bhebwen enbterprises); pilobt plants
La teachnd oues used by Japan® sgovernmsnty ard
relocats RED Ln s rovises  bo respond bo users
mesds (linked to small scale  but  significant
internal innovabtiond (p. 1185

Imncentives for Innovation and Diffusion:

L Pasteystem = biased wvs. innovabtion: production

targets Fioor physical ocubput oy gross o value  of

production; secondary btargets for cost  reduction,

material uss, product guality couwldn't offset bias vs.

immovationy; market pressures = ineffective since price

differentials/guality =small or enty (pa. 1190

gnterprisss had no responsibility mangn | Lyt




marketl. Reguire move radical changes: enterprise and
managerial accountabilit for financial perform with
heavy penalties for  poory performance, TEWuxU’ for
success; rationalization of prices so profit and loss
raflect oosd ef%lCL@ncy ar woonomic  bDensfibsg
increased competition among enter PFLQE%( e Ch, 103

2e  Diffusion of technn Ty
a. Chimna's innovations spread very slowly bo rest
of  industry;  followedBSoviet model/free  flow of
knowledgse with specislized research insbtitutes
that devieop innovaticonsy diffusion of new ideas
at no charge

£t Feason for slow diffusion=lack of incentives;
fact that techrnology =whole method of doing job,
vegquires undervstanding associated work procsdurss
and organizations which can be assimilated only
with much effort, cost, somstimes adaptation

& To remove barviers bto diffusion: improve
communications between ministries,regions, and
enterprises; povide  dAncentives  bto i g
taohnology o ohhey producerss; greaterlabor
mlrility especially of syperienced technicians and
managsrs (in Japarn, instead, government brings
together  btop personnesl T share @operience,
clevelop ConroErsus o future  development  and
informal contac among personnel o who went oo
schonl together, eto.y encourage specialization,

(:l"‘ /&

conswltants, tim proy Lole OIS incdustry
fertilization. (p. 1203

S Role of small enterprise:
g Elsewhere, small firms=innovative, sven in
large scale indusbtries (eg chemicalsdp;  but in
China, S LT mmall firms=technologically
backwards 8o clemy smhilled MAMPOWEY , mcle T
gguipment and  forsign suchange to smal collective
and individual sniterprises
Ea Soecial problems/incentivess=less  for  small
enterprises than large onesy; faillures affect few
workevs, small amocunts of capital.

Fu Obscolenscence and scrapping:
# v Little scrapping of =gipment, abandoning old
products in China
b Mesd guidelines/scrapping and replacements if

total cost  of  production using new eguipment,
includng interest and depreciation on new capital,
=less thamn capilital cost ofupgreding investment, or

opErating costrupgrading @y oeeds product

price;=hard B apply byes @i of prices

distoviions=another  ysason for  rvestoration  of

market prices (p. 121-23

ot Perapsctive o employment  consSeguences:

replacemsnt can occuy w/in enterprisess leg Japand;
plus  closure of ol d entdrprises stimulates

FL’hﬁclnqxta1ly P Y B advanced  enterprissssnew
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account o
Urigid, comparitmentalized approach to development and use of
human  skills"=  Ymajor obstacls to rvapid and eguitable
growth"{(p. 1233

snts=drag on @mtﬁ,
s.“g +h(m of materials, CEf,

tubtilns to
@l workers,
'p iR

lmeaﬂ.xwv arl in“:si

wman Development
Human development policies fsd, ees, wagess) must take
o onmeed  for struacbural change; China must change

Eoducabion and training ilssues:
1. Because of Culbtural RHevolabion, although China has
higher X of population with primarvy ed tham most LDCs,

it has a minal ey % Dol people with advanced
gqualification ttable 8.1, p. la3di=needto resbtore

academnic standards, expand formal  and informal higher
&y

F primarvy sd=sssential fo spread of development
ey gk o higher @il B Mexiloo,
Brazil,contributes o insgual ity, capital -
intensive, nobt very efficient industry? p. 1234

= Educating women  facilitates family planning,

improved education and health of children
e Problems in Chi
@. Decl. in pr
rates in  rural
responsiblity;
girls in poor 8
bra Frooblem = ag vated by local firnamcial self-
raeliancelin  bas saducation  (Chs. iﬁ; 1U, and p.
125y govi should ﬂiwcctmor@ funds to rvural areas

imary & osscondary school snvol lment
reasd 1B/ result of production
= probl. for secondary school,

s (p. 125)

Lo reducse fess, Dbuilt morve schools, bhetber staff
mayhe make abtbendance compulsory (p. 1250

€. Eay ~school policy, which delibsrately
increases policy diferences among schools by
concentrating FESOULY CRE inm betber schonls,

”unnacmmﬂaxilf increasess  ineguity and widens the
pap in oedu | ress bhebwesn rural arnd urban
arsas. " Mobte sducational differences perpeltuate
g omrnmi o advantagess and disadvantages fom
generation  bo gensvationy bendency aggravated by
uneven guality of seconcary and  highery  ed (p.

i

a oo
i O

A

o

125 but given low  srvollment ratiocs, poorly
gualified or over -ags shaff library shortages
o ¥ - ¥

cabresa ]

dethe @opudpment of highey aducation,
mneverthelss, might concentrat universiiy resouross
in key institutions (p. 123, bubt= guesticonable at
secondary level (p. 1263
i £ Special ve general education:
i Policy=bto  limit geneval secondary sd,
imoresse vocabtional schools = guestlionables in
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light of ed research (p.
ii. Vocational training
ataptable mhills Lo
flexibilityy; but isn? ity
iii. Bhortage of skills,
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profitabillity=problem,
zkills associabted with
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Humgary, ?ugmﬁlawia; complensnts, rathsy
thamn  thre : GE“t?"F %huuld @y pand,
provide unttpr premisss, mabeyd 3 ;cd Tabor
cradit, plus access Lu pux i - g
huxdlnm health care,
che 100

G, Underubtilized rarval labor:
= Epopmes bosap amd
agriculitural ntrp
decling in employnsn
fovros in ag in 5 17
mambery bo 56 om. 2, bo in Balamce model witbth
imertd numbsr by 130 me even tho dncrease service
manbor = unavolodsl sy mhift  Am oag
sbruchuare may  employ some, bDub nnL ernough = low
marginal produckivity  (p. 1*H~,U)
I3 Public worksdlabor
smlow, Involve  unubilize
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and snts cguldn’t discharge workers
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sactors-little administrative regulation - but
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2 allowing workesrs bo changs  Jobs facilitates
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ok wherve skills conbdribute move (p. 1337
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i i Disvupt prodaction, preveﬁ+ egma o
i enpeyilence, trainings but Japanese
o] Lliﬁt*mm commitment Coonsidersd
mlament I BUCCEss)yE o only 25% of
lTabor forcesg 12%  furnover  annually sxisbts?
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Population i

wior ey low productivity activities
HE at loweyr agﬁ‘ bt o=
diﬁaduantagea ve reform: counters making ents
manage own affairvs, ot cosbts, compete ve
monstate ents, causess  admin restrvicbions +

budgetary burden; if  let wages decline,
profit oriented ampl oy sy s wiuldn®t  firve
workers, those laid off could get obher Jobs;

Bt = smocially  and political unacceptable
drop  in wags  levels, no perfect solubion:
could gradually reduce rvelative unskilled
wages = btension bebtween old, new workers;
satlegal minimum wage, not  rvadse it in real
terms for voyears while increase sbhilled
workers! wages; rvalse cosbts  of other inpubs,
making skilled labor move atracbive (eg tax
capital, rvalse interest rates, make fewer
grantsr;  reduce  link besbtweesn low wagess and
Mousehold 2 by ”arylmm Tabor forvos
participation & providing direct state
supplements o pooy houssholds. (p.
v  Wags ility: flexible wage

CALSE Lve Incrsasss An avera

wages  ® aggravate Instabilityg

corbrol at enterpriss level

conflictsy difficult b Link wages  bo
profitability or profit due to difficulty of
asmsEssl g temspecially given price
irraticnality, lack of competition? = need to
work ok Cﬁmprnmle b bweers imistratbive

rasbtraint  on btobta wage bills and need for
micyoeco iic fle Klbil ty and incentives

vond year 20003
b Lo s h = one reason for favorable per
Cap Lmcome, raflects female litervacy, primary
health care, i planningy but to  achieve 2000
target of 1.3 bil. =  further drop in  rural
fertility (press rate = 1.7 bil. im2log o=
merious problemds tp. 1373
. Chan i ags sbtructure: lowery rate =
loss sypeEn ures for educationg
by Pf"“’ﬁtiﬁm of working age: Declining
birthrat negative labor force growth rate
= more rapid incr 25 in praductivitythrough
abandoning old plants, economising on use of
labor, but might = costly in terms of
gecgraphic and skills relocation, etc. (p.
1383
oo By 2100, about S50%  of population = aver
2%, starting at low  irmcome levis = issue of
financial support 4+ health care
d. Rirth planning policy: to avoid aver -age
population, should increase birth rate after
2000y but how make  transition = problem (p.

D sl 1)
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& w Financing sldervly = ilssus: rvebirement in
China = &0 men, SESwoman cadre, SO women
Wiy by Gy = YOG, perhaps  should provide

par b h ime jmba,qﬁvernment e Lo furos -
recommends enterprise funded schemes (p. 141~
Z2r= payments s of  vight;  but problems: o
Funds  for  rebtirvess  In first dﬁcudﬁ oy hwey
uncertaln  re  wages of current  workersg
o] @ms of paying for fund @ithey
contributions/enployvess or via ba imsus =
whan, how  include  pessant  familisess  given
urban  rvural  gap. problemn compounded  if

failure to plan in advances. (p. 1420
Mobilizing Financial Resouross

China must save and  invest  about 30X (26-38%) of
pational income to achieve long vrun growbh bard

(3 lacro-sconomic acoounting fvam

bl CFigure 9.1,
Dis 44*-3 institubtional sechbors:

iones and uses

ocof national income urces of Incoms (o, 1432
Hou Governments Laxes arnd ramitied

Py aln fits/finance some household  consumpbion
Cvia transfers, subsicdiss) ard pubklic
cnnmumptiﬁn, and savings

o Enterprises/rebalned profite/sel f-financed
investment 4+ indirect savings (via government
grants and lToans o enterprises, bank
deposits relent to enterprises, o sales,
gho.d

Ca wagesand obher earnings

e Aod=comparvable
countries, and

Japan, East Euwropesan socialist
overy last 3 decads

& Till o g B/ Chimas e A ﬂ“varmmverlaﬁ
hetwesn SavLng and  public finamcetunlibkes

capitalist countries, Table 9.1, p. 15l

=T Pomsibly, incresed market regulation esic.
make it preferable o increase entervprise and
Mousshaold may L amoirt depsnds o

advantages and disadvantages of each (p. 1430

L3

i Governmant saving:
o Arlvantages:
£13 "proven and reliable means of achieving

a high and reasonably steady agoregate
maving rate ... that is unguestionalby
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bt ow

romeistent with social ownership of the
means  of production created through

GAVING. « v " lp. 1450

Y mgasmntial foy infrastructural
investment and permits close control of
chhear investments Criomt compel ling

av guement
ungdey in
infrastructure which i
Fimanced by  ent  and hsg  savin
government bondsd (p. 1450

since past government
cestment  in econodc

¥

Disadvantages:

t1y  Bitrvain on public Ffinances highey tax
vabes, Loy grxpenditures  on public
consumption  and  support of howsshold
consumpb i FedmEBY 0 pe 15D

tEy o High taxes discourage incentives  bo cut
combs; Innovabe,  incorease bad svasi
Migh administrative Ta collection
combay Cp. 1430

£33y Reductions  inother public s
of s y @conomic  imports :
by oy = oand houseshold spending cannot
o should noet finance (p. 1450

by May  conflict  with  sspanded esntervprise
decision-making aubonomy, thowgh might
channsl government  saving bo ents ovia
Fimamoial  intermediaries (ses  ch. 100
Cpa 1450

et

Extent of government saving depsnds on
components of investment -- sge

i LF saving finances only 0% of
i energy and tramsport 3 75X
tion  and healthy; 204 of public
and defense, mhare in  total

saving/yr.2000=20%;

Ry IF gowt provides 100% of investment in
above I categovies, 734 in industry, and
S0%  in commerce and housing, it owould
account for 704 of total saving/yr. 2000
Cpa LaeD

Enterprise saving: Im move developed capitallist
courntries, enterprise savings =  10-12% of  MI (p.

14l

o

State ents:

£13 8t. ent savings (related to govit saving,
can substitute one for  other via profit
tax rahE, remitbance oof profits,



dhpr“Llﬂ“inn fumoles? = advantages over

cobhsy o vingss

fay Bives gl T G Y 8 shyornger
incentive to cub  costs, increase
profite;

les ent to op as aubonomous
finance some investmentd
internally rather than borrowings

Disadvantagss, eapecial ly if obher

aspects of reform lag:

Ll 1mapprap*iate motivation, distorited
prices = bhad investment decisions;

Ty profits chiverbed g b
enefits for workers (p. 1480

Future/Ch  deps  on state ent profits,

which affect tazation levels and patters

needed to achieve govt revenue targets

Dl In in atabs ents generated
substantial @ profitsg mill e f o m
reduce average profitablity? = hard
e pr@dl:t e 14ED

reform likely =

ion of profits  among

s from mfrg to mining and

commsy e (alrveady = btowards aglig
reduce overall st. ent profits if
non-st  ents  predominate  in those
sectors

ey In all zctors, efficiency of st.
ent= crucial determinant (ie cost
consciousness, ee of surplus lab,
etc could reduce st ent profits)
Cp. l4gd

o b

c+

Bin MNon-st enbs:

L

=)

Collecbive, individ, private, and mized

e P could provide larvge fraction

of savings,

tal contribute to increased sfficiencys
Bt bo do somust be allowed bomake

hstantial profits (tho some will

lose) and bo invest, @rpantd fresly

= incentive to rveduce costs, atbend

Lo consumery demands, and  save and
vainvest (p. 14870

(hy Essential=certainty govit will allow
them bto operate  indefinitely w/o
erpropriaticn, punitive  tawes (p.
Tebeh

Disadbantage:

fal prtential impact by} ircome
disvibutiong & considerable X,
maybhe D0, = foy consumpbtion or
imcentives for ents  redoced  or
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3 With tramnsfer pavmenbts Overy small) added,
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markel soonomi but supre : am A oof GDP,
= larvgey sharse, since budget = 30X of GDPF Jin
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(13 Fubure opbtions for transfers:
Ca) Couldinorease LIV E T nantdecades
b s :
33 Supplmenetary  incoms payments

whension of social secruiby
hemefits i mon-ag labor
foroe, even part of ag pop
Increased  labor mobility =
T fovm of unemploymant
compEnsabtion
iwvd Imcreased pension costs  for
growing elderly population (p.
183 3
Clad I 13981, transfer payments = less
than 2% of GDP (Table 9.4, p.l131)
by yr 2000, transfers coulds 3%
bBut  govi spending on btransfers 4
subsidiss vay les depending Iy
policies p. 135120
a3 Imcreased tramsfsy payments
conild el o polemsnbary
incomes payments bo families
3 Bhifting transfer paymsnts Lo
government could = budgetary
burden since b omasy  bo
recovery  costs via  taxes on
enterprises Cwhich formerly
provided them? Op. 1522
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Da Ravernue nesds and sourcess

1. social  and  economic  benefits of
vighery government sypendiftores ve. distorbions and
dismincentives as ciated with highey taxes (may =
morve signficiant in rvreformed sconomic system bthan
in pasnt

Twsus=to wedgh
de,
1

le 2.5 for alternative scenarios

shows alterntive scenarios effect
DY YEVEeNUSS undsy guadvupls vs  balanced
models Tp. 1540
[ Table 2.7 shows dimplications  for savings
matbarns
3 Taxw  rveform: scenarios  suggest ilmporbant choloes
amng btax categories:
o Indirect tawes -
1y Ch. now reliss heavily on indirect taxes
Wwith diferentisted rvate structure 32-
ATy AN
(2 Advantages:
fald  rvevernuss vise adubomatically with
prociact iong
T masy T collect since = faw
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fEy Disadvantagesiy
tay  Tamation of intermedliabe products
ETCOUY A {EE ungcorml o veartical
integration,
€8l carn make effesctive ftax v
@marvidiey production stage
from nominal bax ratbes
for baxabion o f irntermeldas
transnatoctions bet. st erts may
moh dncoy. budget revenuss
4y Reforms might include:
Cad  drasbic ches oy s E S E in yache
tifferentiabion
3 = 3 categorviss  Tor consuamer
goods (Lo ~0 foy food;
moderate for most goods; high
for luxuries);
duied Tittle or mo tax/intermediate
g s oy lnvﬁgtment grands
texcept o restrailn investment
denand, discourage LEFTE COemnd o
automation?
icmy  uBe of o Wallue  added  bax
o ')

F
(8

58

i3 advantages:
&l O ELLE AMCYSaEes HE
fast as nat.incg
[ avoids distortions
caused bry tau of
intermediate goods,
ot provides incentives to
increass @uports
gronomise on imporbs
disadvantages: littleuse for
reducing ineguality inliving
standards (p. 18572
Frofit arnd asset btaxes:
€1 Present system = unsatisfactory dus to
variabion in mffective pofi
vates/enterprise, determined largely by
Bavgaining
02y Refovm
el veepl e
il improvedfinancial
discipline/ent,
14l charnged velabion with
government agencies superiving
them (p. 158 also see Che. 1003
Tk Main ilssuss bthen becomes

o’
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il appropriate  rate of  bax o=
trade of f bhebtween revenus soeds
and imcentives entsy charge ﬁm
govt fimanced investment cowld
ralse FEVENLE, strenghrhen
incentive Lo L capital
eeonomically (=tax on capital

azsets; or Int. on govi loansg
but could make afier tax or
Lnt paymemtﬁ fluctuate morel

ol Shuuld after hax
remitted o government?

al Frofit  fas  on non state

s likely B by

increassing ST DE ot

FOERY ETTLLE § CET I LT E

adegquate share ey §

secbors surplus is

channeled bto socilety; use

gxenpbions, differential

protit tam valss EE
@oonomlic levers)

b Im long vunyegualize bax
ol for  state, ris -

stalbe mrbs for  admin
conveniencs  amnd prevent
distortions in tamed
miowecd ownsrship ents. -
but achisvegradually to
avoid disco img non-st
@nts., p. 158D

iiiy Relation bebtween enlt btaxes and
taxes on indiv incomess: bto bax
ot by profits arnd pereonal

incomes=double taxabiong
ivd  Excesss polts  taxescan absarb
gdifferential el ~ &
inining e h has TESOUY CEE
tax=useful revenuesource w/o
1"tnrtan incentive; bubt need
shimction between rent and
profits = efficiency or

Pevesonal Lincome and wage baxabion:

€13

Meglecobsd imsocialist  countriesy; China
introduced recently a p&rsamal
progressive LComes tax,mainly For
foreign residents; could extend bto cover
Mighest 1/4 ofchiness wagess, sarnings
frm indiv  enbs, and ag could =regulatar
of  dmcome  inegquality  (alaternative =
grpenditare tax) p. 158~
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tEY Qould  esxbtend  income  tax  bto all wage
Wiy cheap bo collect (deducted from
WECE T, bt may = greater disincentive
than indirsct bawg = 25K LR rvevenuss,
S8% in FRE, 44% in Fr

. Ag bawabion:
€1 Maithm” inmm@ tax  or commodity bass o=
vary affective, ssp when ¥ of produces
£ in kind
L Indljfmak tawes  on procouvement of
prodse can discourags oubputb
(3 Personal incoms baw Pvmbably
of taxing bigh &g incomss =l
E LI ] but gdifticult
L. Lo8)
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ﬂn P bl o

e Efd income  earnd bial, =
inoe T Foy inor d production,
colel be higher, moveflewsible AE A
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fmubisch bo reassessmnenty (o, 1395

1o DEVELOPMENT MANAGEMENT:

Bulding "sociallism wil Chinese Chavactevistics”
VEET S
"remarkable impact on produ
urban  veforms  bhegan  in
o Mimtegrating the bhasico bens
with actual condibions 1o China.

5 Mozt = o acless
DG Y EEE §
tiz Incre
Lty

comparables

& ghvrmamism  and sfficiency
marked regulalbl
ey veform social dnsbtrumesnts to
argd Lmprove 4 welfare and

B managsmnsnt through
coordinated use of indivect and direct
controals

2y and individual:

Ha China’s sa/ 1 imi %Dd ineguality in income
Phition and gz e Lo pm&rL,t,
faol by wovk J”i+ with limited stats

Heal thy, ol "ﬂb¢m¢”' bensfits provided
ST AL E T bt
of  production cost,
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and pernsion schemes inbts shtabte run
syatem = avold insguities

Chy rvurval social ssouwritys move comples
= gonflict betwesen  sauliby and
timited administrative and fiancial

FEEDLY CEE

4.9 lowg vun el wo b Lorad
s e g

11y dmmediately, might combrine
graln support and Sguarnatess
inbo rural  social enurity

ram for  nesedy howseholds-
rasic food Ssmall cash incomes,
inorsased A
productivityinoreases, e g
with urban program in long run

fpa 1ED
tod)  Disturning aspect of recent rural
vaforms weaskened coopsrative health

sy b Em s declining g ool

attendance (p. 1643

i.2 state should finance increase
20 oof social sevvice cosbts in
pooy areas, maboch  grants b
townships  or  wvillages below
cerbain ave incoms level;

343 smhonlo roh g b ComE s
reEcovery  principle to social
marvices - g educatiorn -~ in
rural areas (o, 1640

prog

B. State and snterprises:

arnd management of state-owned enterprises:

principle: ownership by peoplesoperation

By smbtate; now recognize Yownership right can

e duly  ssparated from operabting vight” (p.
15y, move towards  morve  complex  sysbtem of
managament with multitude of shate agenciess +
anterprlse assums variows rvesponsibiliitels

. state rebtains authority to determine division
of ¥ srmibilities amorg variouws  state
Y CATEE imcluding enterprises, so0o retains
wltimate conbrol CHw 165D = iwmmus of degrees
o aubonomy; Ficu should shate  regulate
activities of aunbtonomnous enterprises  via
extermnal  envivonment that mrsudres  sslf-
interest o f snterprises  guides  them 1
divections consitent with national interest
via  appopriabe prices,  Wwages irnterest
rabes, competition, a well-specifisd legal
Frameowy i @ regulatory levers Ll
taxes, subsidies, corvedits (p. 1685

€ T aveld too much  powsry An workers? hands
twhich may diverge from national interesbts)

[
=




oy managers? hands (which may maximize power,
individual  wealth, not rational interest),
might introduce boarvds of dirvectors
1y Tried in Hungarys
C2y 0 Board includess divecbors of society atb
Larvge e Wiyl frirk malnly o f
representatives o f institubtions
interested in maximizing profitslent (p.
LTEED
{3y Too prevent by ol from perpebtuating
governmeant dirvect  control of ent, might
spread ownership among several different
institutions, gach in T WYy
YEDYE vbing bthe wholespsopes, bhub with an
imterest  mainly i the snterprise’s
profits rvabther  than directly  in its
ocubput,  purchases ov  employvment.” (p.
lagdy egr central and  local governments,
bamnk pension funds, IMSUFrEncE OoS.,
cbhey snbts,
Competition T promote efficiency aricd
innovation: so Yenterprises will be direchbly
subjected in bthe markets to the Jugment and
myvaluabtiorn of  bthe masses of consumesrs, S0
that the supsvicor will survive angd  hhe
inferior be sliminated.” (p. l1&&3
10 Emsure fres entry: ents  can fresly use
retainsd profits, obhey moy ces of
fimarnce, inew acbivities as well as
@ st il g SRS g compe e formarkets,
investment funds, land, foreign exchange
CEy o Pooy performers = oustbeds; rew Laws and
regulations ¥ @rilhe infiancial
ghifficul biss
Cad  Provide state assb. Lo e CEssary
firms in  brouble vis  subsidy for
fimed termssregular review
D] Foy fivms nobt needed, rEEcd  Somes
g o f Dankruptcy law: peErmit
conty oy govh appointed
adminstratoy take  overy management,
glefime  vights, responsibilities of
ey o f givectors, METAGeT S,
Wiy e sy lagal PYOoeunres for
cloming plants, ismposing of
assebs: treatment of Wi R ETE,
SR G T S
13y Avold  creating btrusts, large holding
CONMmpEnLes, shat  impedes compebition Op.
1TEED
fal)  discourage local govits fyom
restricbting internal trade,
compebtibiong impvos transporh,
COTHTER T D8, communications = unifiled




£ED

mahlomal may ket D Chee 83
incvesase  competibtion  from lmporbs
arnt  of  Chinese goods  in export
mavkets (oh, &3
Ty Develop omprehensive mysbem of
commercial and  contract law  and
i titutions s e v snnEl
taccountants & autidors +
lawvers) to  dmplement it ip 1&87-82
Tt oprovide for founding, closing ﬁf
ragulating B b
ared wWiny ey
ivonmental production; e
syohiibit specifiledmonopo
sloitative bhehavior
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L

of workers and managers:

Megdium-tarm profit maximizing =
giveot shimulus foy mEmasants,
individual and  small collechive
xﬁt”" moveE comples for o mediuam and
ge Fivms

bebtween workers  and
Foay
5 pay Swork
liﬁklmg i

i

,...
1

o accountable
rawarded for
o may ket

o sl veforrms

i p ¢c&“, iﬁc]udinn capital,

miilled labov, natuar EERCILLY CEE ,
anch wrban landy b aacﬂuﬁting arl

auditing?

should be hel

Y

mhate conbre
public servvicess, vail
bransporh

4 Economically larges

?Hupuly E2 k

mryhe s

brugk ﬁhmuiﬁ IMcYy eans
managensnt  responsibility, incentives;
o S5 vy conbrachs/performance targests,
mpy k fimancs ohxligations, eho.
todistinguish bebtwesen sconomic amnd soccial
byl dgabtions?
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Ch

Diversification cof cwrerahip:
gracual ly decrease direct shtate
vaegulation, independent entervprises
b come bulk oof  smbate secbor 4+
create dynamic nonstate enterprises
to assist, put pressure on state
enterrises to  dmprove esfficiency

and upgrade technology =

"diversified economic forms and

VET LS methocds oof managemsnt?

fparty decision?

il include T Eonal sErvioes
tresbaurants, rEpairsld;
raetalling &l wholesalings
small~scale  construction and
bransports high gquality
COMBLMeYy goecls g special ized
SET VL OB g industry
toomsulting, REDY small orvder
parts arned components ot
sultable for  asmsembly  line

productiong

i Provide egual acoesss bto social
services and welfarebenefits;
craedit  from  banks  and other

financial institutions;
simplify taxation of smaller
collsctives and individual
enterprises Lo minimimize
booklkesping remmela g ensure
SO e to materials ard
premisss

1iir Establish  simple, unambiguous
arg mhalile veguiations on

establishment and operabtion of
bhess  bypes of  enterprises,
backed by enforcement  and
appeal arvangemsnts bto probect
them from misguided or corvupt
mfficials

iv) Collectivesand individuals-
clomes link b bwesn ents
fimancialperformance s
Wiy eyt W T Cmirmoss
WY

v fm ammall enterprises  grow,

might reguire sale of majority
of shares to state  {or state
enterprlises oy banks) once
reach specified size; minoirty
ownErs conbtinue as managers

Investment arnd price reform (p. 1710



& Investment decisions and fTinancing:

639

Govt  control of  infrasbtructure, ed,
health, defense;

imvestment decisions made by

i &g,
lede, collecbives;

e

ingd=guestion who makes inv. decision

Car  Mrgment decis = greatey resp,

Chd  also nec. b impr. efficy mngrs
understnd sib bt by than  =t.
acdming ma b corrh Lo
reassessnentsy have divect  fintl

stake in successs ladministrabors
clom ¥ £

Cor helps achisve balamos e hween
infrastructure and production (past
ias  in Ch/production, meglecbed
imfrastrs bto atbract  investment,
govi must improve infrast.

tdy  Probs we lvg ents  shy  of profits
foy Anvesbtments

gdisbtorted prioes, shovtages

led to irvational, insfficient

investments

1ir benefits g Wy ey s from
increased fised assebs = more
Domuses, collective welfars,
prestiges="investment hungsr "

By Alternative chamnels of investment flows:

€1

€2)

Traditional socialist system = vertical
mobxi ity of  savings: mobilized via st.
through profit vemittancs,
eto., allocated according to
budget Cgrantsd st banks
Cme D720

gformed syst (Ch, 9 should be more

Lrontal flows

tad  Ents enbtery new activitiss = incr®d
competition + flows  of capital,
Lalooy g

Clxy Divect invesbment hetwesn enbsg
ooourring now bo ensure matervials
(e Jiangsu ind ents  inv in Bhanxi
coal o minesdg

el e el P imtermediaries to
sbtimulate these flows:

in moebilize investment funds via
deposits, LEsue financial
instruments;eg Broericles with



interest

of capital

permnit
@oonnmic

reflecting
funds; or

sharing
relationship

scarcit

shares Lo
risks =
mrilyy

not administratives

pyoy ide

technical
in financial

information

marketing,

iii) Diverse

oy ship
cverlapping
imstitutions

etc.
organization

10.1, p.

assistance
managmeent and
v technology,
Che. 1730
forms,
forms/FRG,
ard compating
= desirable (o,
1743

= pompled lssus

Meed regulation bto veduce visk
Colepoeit

Ansurance,

cof e atlons,

assets/institution?  soPeoples

173 ses box
(el State intervention

i)

for savers

vesbrict scops

Bank of

central banlk
£ii) Kind of

comtroversials

allocated
sEcbors,
sravited indivectly, by
rates
terms Lo
of smnte

Fovsa =
specific

low  int

rEnaymsnt
activities

t@)  Evolutionary

superimentation
with

snlution
v lopment of

il Savings
BT Y
ii?
and cont
hsholds

imer?d savings

Timbages

interessts

China =

| SR -
Clrhiloes

ana

ized

intervention =
JEEpAan ESutulaN

credit to
ents, mostly
cffering
and favorable
pavticular
O 172

cont inued
exploration =
e LEnCe amd

institutions

L E

st indir control

@t

{pa

et managsrs
and

invesbment

rabtional
rabes,

st =  infrast,

social sechors

overall level

oof AnvAents and
1753 gensratbs

= incr'd indep,
pEraonal
ot comes o f
decisions with

prices, interest

obthey signals

1ii) Increased role of intermediarvy

imstituti
clesye L opnes

Price reform:

& ow

Meed rational
difficults

sricess

sy mbem,
deficiencies
therefore;

o

Cpa

butk
£ 'f

as aystem

1730

making reform =
wystem hold back



£1) Minimize nonallocative role of prices
thru greater reliance of taxes, transfer
payments, etc. related to social, fiscal

g Lo s iw prices signal relative
CDEtE,!?“d:,:CaYClt*ES to entevprises
and houssholds

(2D ket  forces of BRD grsater
inkL!dLnu move flesxible ag pric
S, snevgy  souwreoss Cohe 4, cons., wmadg
{ch. v, mpatial allocation of resources
Ceha Siy ntrunger connections with wxrld
prices (ch. 82

(3 Re  snevagy el ¥ matsrall price
ad justments= most distorbeds:
tal) Sooner reform = hebtter, since

distorbtions affect rest of sconomy
Cpa 1850

Chr  adverse effects on state revenus,
Bt since st o= producer and ussr, =
posmsl bl e b reallocate cmgt%
ad just raspscbive A
rates/ents; but probs re accountin g
auditing tp. 1762

pple effects on obther prods = 0K,

since =  improved use of ensrgy and

raw materials as result of higher

prices (p. 17823 to avold too much

dislocation, st. could  work  out

o

cch Ri

o

plan for  strategic ents  bto vary
prices  pey nesd; let  other ents
fﬂmp@*e with greater

lexibilibty/prices (p. 1780

04 Markst pri

@l Eﬂnqer o inflation aviicd

macrogconomic mismanagement;

Ol TV ERY CONE pash mismanagemsnt =
sl lers? mar ket poedy Lem in
mocialist goonomies: chronic
shortage "appears  to be universal
and pEvmansnt featurs of  the
traditional syvstem of mocialist
@oornml o maragennet” so veform
"orealtes mEcessary precondibtions
for price decontyol” (NOTE:
scarcity = egconomic condibtions o
mocialist tranmnsitiong imsmus 1
whether ration goods by price or by

administratiorn - AB)y
{gd Imereased prices would sliminate

shortages by stimulating supply: eg

China's agricultural ryveform led to

increased cutput; should b

changes gracdual ly gl avoid

:,d

lﬂ-ﬁ'

~



o CMacyo @ oonomi o
agemant) (p. 1772

i CMOTE - don®t yelt know if
= pesunld of Ancreased
afficiency or "luck" of
climate, ekc; m@@od more

@videncs, since MW
FEpnrbe indicate
declining agricultures
investment as  wealthier
farmer s build private
houses o shift
investments into other
fields -~ g transporbt-
A5

3 FPrice decontrol

L

Gvaot strategy of producesr goods: =
raduced adminin  control of prices,

gracdual dismantling oof annual
planning and allocabtion
il Already Frap e recd T

signficiant degree many goods
mo longer contyol led

11y for many, only part  of outputb
= allocated for high priovity

purposes; buat = insguities
among using  entervprises, so o=
transitional, eventual ly

@liminate

fooonsumey goodss

! govt hesitant T a@nd
controlsof OO LM T
necessities, tho minovy items?
prices now fluctuate freely;

Faar inflation, esp. since
household bank

deposits/ 1984 =05% of  year's

_ retail sales (p.l1773
ii) Shouldn't fear inflation if
fiscal and monstary policies =
prudent; peopls can live with

moderate inflation, cold
index living standards of
vulmerable CHOLLLTES 5 @l b
preater howsehold  ownervship
of real assebts likehousing (p.
1777

iiir Increased home ownership could
lwmacd bto:  state acguisition of

EAVE- S of fropmeho o brank
geposits by selling howusingg
ooy e e rarhs w1l



shimulabs pesogn e
st by hHlen
provide as
inflation (o
amaumes bhey  oou
arcddoy bhat oy
Frigh ey cenh

whioch presently

EFoonomic Planning:

ch bo plannings:

= 3 Ansbtrumenbsy phvsical planning
cﬁwLP"um, centralized allocation of
budgetary  grants for fiwed

. . New appros
€12 ;

conbral provinoial
;o oeg provincia

ot
!
,....n
o
r
5
ot

mlans  oid ﬂnt irmolad
uv&l SO S anﬁ brigades
iv  ominss’  oubpubtinoe did  they
imolude cenbral peev ey ranent
invesbtnents o those of collscbives
a0 Mesd dndivect meaBUVES:
Tel o Farmers can now make own investment
clecislons
CFy Emtervprises will be  able  to make
owrn decisions re supplies, markets;
fgy Cowid reduce central controlovery
irvestment decslonss combrol
envivonment affecting decisions
Considervations:
(s divect controls o= limited scoopes
indivect controls  influence entire
My

H
]

tin osrbalnty™ depends on degres of
clarity and stability of medium
tevm policies = cove nf plang but
ik pv;‘a:eif : bmhaw Loy
e rigeE ar
O TS LV
L3 PFlanning and mavkets can co-axist;

spmlanming i shrengthensd 1f

gasmy oissd  bo let market foroes

reintforoe rather than oppose 1t

il Manages demand as well  as
mitpply i vising Tevel,
changing structure  of d@maﬁd
reflects rising prospeviby of
moniaty

1iy Mandatoy plamning = esssnbtial
for  infrastruchure "uqulm,.ﬁx

part  or  all ofproducktion and




use of certain commoditiess
but growing % of objectives-

vaalized vl cpriiddance,
including tames, credits,
toinfluence profitability of

different sorts of production
and investment

be. Annual plans:

I End physical plans:Pace depends  on
menefite of present sysbtem ve. costs,
including incentives for governments and
ernterprises at all lsvels to persist in
mel f-sufficienc

(2 Annual plans b omes ahap-wide
implemsntation  of medium  btearm  plan,

using fiscal, monetary and sxchangs rate
policies - learn from other countries
through contact with IMF (p. 179

Policy planning=  central toplannningsystem

dependent on indirect guidance (p. 1790

{ Reguires govid agenoy coorvdinstion

carnmot expect dmmediste seffect, nesed 2-8

yvear  bime  hovizong  takes time to have

desived results

faldr  Base policies o aralysis  of
alternative OB ITE T Lo CNOTES
Methodology assumes what  is bto be
proven - le = positivist, rather
tharn  analyzing instituticnal  and
resources  factors  for causes of
insvitably contradictory results
A

Clay omesodium Lerm plan = i
responsbhility of State Plannng
Commissiong ragquires iproved
statistical andanalytical
capability

Sod

d. Provincial plannnings:
£13 Divismion af responisbility et wsan
central and  local governments: comples,
probably central govt should concentrate
on o policy planning, while infrastructure
and soolal sarvics  development  take
place at lower level
L2y Sesms o fit with China’s
decentralization policy(p. 1800
tar  Provimncial govis  can monibor and
project growth  of production, new

@mploymeant cpporbtunities,
gensration o incomes Wwithin

provinoial Doundaries; identify



’b i

o

b

poblems and remedies
thy = large emough
bottlenscks vy ¥

FESDUY O, spyomots promising
inmvestments, falv

v R 1

disbtrubtion of beane

(3 Inmcrveased interprovincila
for  central  govt fopromote
cormisbancy among provinoipal

4
i
i
a

o oon soed oo
't oty

i inveshnent planss mord bor
regulate savings and investment Ny
cifferent provinces, flows of 1mva5tment

funds Mg [IIJ'I"I:IVil"]CE‘?iE

Long tervm plannings

£l Nesd long term peErespechive plamn =
framawork  For all plamnming efforts,
gespecially fTor  new invesboent/long term
men.mlagical strategy feg Z-28 yvears)
fad  Anbticipats possible problems bo

snable policy  adjustments bo aveold

sobtlenecks, imballances

Oy Beobtor plans should not be limited
to tavgets  ve  owbtpub, efficiency,
profitability, bt alos  address
changing organization ofproductiong

number, iz arc Toecation of
shrerprises/ascbor; reEar oh

capabhility and trainimng of skilled
smhaff

Tools for plannning: need analytical capability
handle inflows, ocubtflows of iformation

Informatdi
€13 i

&Y o b Ems
Ling hovizonbtal  flows nobt adegquate;
1b¢nu clata at  sach  level hinders
of details, gifferent
@ oat ighsr lesvels; Data
@ertically, not distributed

]

gronomic  researchers,policy
planners, nesd major volos In
data collected, have accsss bto

decideing
clata base

(32) Need behavioral data re actors in
ECOMOmL O DY OoSss - @S50. FE COMEUMET S,
mupply  resoons o prices  and  obher

market forces
Aralytical btoolss
13 MNesd models  for policy amnalysis/mediuam

tevm planminq

faly  desig oy jechives - ch.

2 ol ] Twi appropriate o
mectoral analysis




thy Should collect datal/accounting
matrix to make modelspossible

CEy 0 "The guality of econoilc planning  in

Chima will  thus depend largely on the

TIPS B &l gy Judgment oef

plannevs, on dmporved sconomic training

Crmt only  for  planners, but also for

cecislionsmakers throughout the economyl,

aric ad wWicey dissemination arncd

: &t goonomic and social

pe 1Bl (NOTE: but assume
positivist approach!l

D Overviews

: Tension mbween 2 ohjectives: greater
efficiency sl dynamism, comceyn aboul

fairness, and  aboub the very poor so reform
must bse careful:

"On esach of these fronts, there are promising  ways forward,
but also problems and havd cholces bto be faced. In addition, it
is hard to overstate the impovtance and difficulty of striking a
coprrect  balance among  the thres. Veary  few counbtriss have
combined state and market regulation in such a way as  bto produce
rapid and efficient growth, and fewr still have alsc managed to
avold intolerable poverty among substantial segments  of thedir

populations. On the conbtrary, there are far morve countries in
which unhappy combinations o mlan, markat and social
institubions have produced neither rapid growth, moy efficiency,

My poverty

reduction.

There is a vital need bto guard against losing the strengths of
the existing system -- its capacibty to mobilize rsources, as well
asbto help the poort -~ in bthe course of  overcoming its
WEAKNSSSES, ThiS. . &8rgues For & gradual advance, with

sperimentation and evaluation at each step.....

i

In system reform, and I many  obthey arveas coverved by this
report, both the potnetial forprogress and  the problems involwved
are o lavge, and  therve is  so much  that is withoubt historical
precedent, that an even-handed and coredibleconclusion may be
impossible. At & minimum, tThough, China's long term development
ohjectives sesem atbtainable in principle, and if recent sxperience
is arny guide, there isa good chance that they wll be attained in
practice." (p. 1823






