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CONTEMPORARY CHINESE ECONOMY IN LONG-TERM DEVELOPMENT
PROCESS: Basic Balances for Macroeconomic Management

A Research Director: Nobukuni, Makoto

This paper identifies, firstly, the location of the contemporary Chinese economy
and that of the northeastern three provinces in the long-term development
process, using the export-oriented development model derived from Asian
countries. Then macro balances will be discussed as key policy issues for
implementing smooth development in these economies, using the forecast with
our econometric model of the Chinese economy.

1. The Export-Oriented Development Model

The process of economic development based
upon export orienled industrialization will be
best understood by breaking it down into three
stages as shown in the diagram below: the
initial stage ignited by an autonomous surge of
exports using readily available resources, the
take-off preparation stage, and then finally the
take-off. The initial stage ends when the excess
capacity either in industrial production facilities
or infrastructure has been used up, and the
development process shifts to the second stage
The second stage requires a huge amount of
capital invesiment to economic overhead capital
(infrastructure mostly in energy and water
supply, and transportation and telecommunications),
industrial production goods, and upgrading
production technologies. One of the necessary
conditions for the coming take-off is either the
ratio of the value-added by infrastructure to
GDP reaches around 10% or it is raised by 2-
4% relative to the initial level Since the capital
output ratio (COR) for infrastructure is normally
5-10 times the national average and that for
industrial sectors in developing economies is
much higher than for industrialized economies,
the overall capital requirement is extremely high
in the second stage of development. Moreover,
additional capital investment is needed to make
up for the augmented depreciation caused by
destruction of the traditional sector by
modernization of the industries.

Usually developing economies cannot afford to
finance this tremendous amount of investment
alone. Hence, foreign aid and loans, and direct

investment play a crucial role in facilitating the
preparation for take-off This process tends to
incur, however, external indebtedness for a
considerable part of the capital goods must be
imported, on one hand, and exports which are
the major source of foreign exchange earning
have a great deal of import conten!, on the
other It will take, therefore, around one decade,
in view of the experiences of Asian NICs, or
longer for disadvantaged countries.

Only those economies that have cleared the
requirements can proceed to the third stage of
development, ie, the take off pericd. At this stage
of prolonged high growth rate, industrialization
will rapidly spread domestically and externally,
being supported by interindustrial linkages,
generating new industries, and baeked up by
international competitiveness, Al the same time,
the economy at this stage can enjoy decreasing
investment ratio relative to GDP, because of the
deciining COR due to increased efficiency and
reduced infrastructure investment, and increased
labor absorption. In this process, the economy
will extensively be modemized.

Since there are several impediments to
modernization , such as a lack of skilled labor
force development which takes around two
decades, or a shortage of water supply, there
will be a limit to the duration and rate of
development. Some impediments such as these
may be alleviated with investment, but the
gestation period is usually quite long, as in the
investment of higher education for highly
skilled labor force. Consequently, the economy
will be confronted with recurrent slow downs in
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its development. An economy with a per capita
income starting at less than one thousand
dollars will be forced 10 go through stage II
and [l several times until it
thousand dollars. The contemporary Thailand

reaches ten

economy, for instance, seems to be in its
second round of the development cycle,

Figure 1 Development Phases of Expori—Criented industrialization

—

step in Stage I1.

The location of the northeastern three provinces
in the development process seems to be in the
same vicinity as the country, but is actually a
little behind it as indicated in Table 1 {p.5).
Shares of the transportationand telecommunications
sector in the regional GDP in the prevailing price
systems for the respective
provinces, for example, all
decreased when the country as

/

Xy

MY /

a whole increased this share

from 54% in 1980 1o 6.1%

in 1992,

The situation is the same in
Y other secior’s shares, in the

price-adjusted sectoral ouwiput;

1‘_/7'

$ the share of agriculture for
2-4%

Growth rate

/

the country in 1992 is still
over 50%. In the northeastern
provinces, the agricultural
shares for Liaoning and
Heilongjiang are 30% and

Phase I

Exponts ulilizing axcess

Phase I

aForeign exchange shortage due o

capacity in traditional sectors impent dependence af expors

and capital goads impons
b Heavy Investment in infrastructine
and production capacily
c.Destruction of traditional sector

Notations: X:exporl, Muimport, Y:GDPo:GNP; Linvestment

2. Contemporary Chinese Economy in
Development Perspective
In an application of the above-described model
to a former or present centrally planned
economy, some adjustment must be made for
the difference in the economic system. The
model presented above has been extracted from

Asian market economies, hence the values of

the economic variables are taken from the
international market. The sectoral GDPs for
planned economies have different price systems
reflecting priorities and subsidies. A rough
approximation to the data on the Chinese
economy is to double the value-added in the
agricultural sector and halve those in the
manufacturing and EOC sectors. As a result,
the share of the infrastructure services to GDP
turns out to be less than 5%, while the share
in the current Chinese price system is 9 to

10%. Thus, we can locate China at an earlier

Phasell

- 449, respectively, while it is
56% for Jilin which has a
comparative advantage in
agriculture.

Take-oli:
Sustained high growth
Export growth wilh

sulficient infrastructure

3. Basic Policy Issues in
Stage I Economy

As mentioned in the first section the key factor
for successful export oriented development is
the ability to get over the second phase.
Although PRC favors having a great deal of
foreign direct investment (FDI) by overseas
Chinese businesses, she will be confronted with
a recurrent shortage of investment funds. As a
consequence the strengthening of smooth foreign
economic relations is inevitable for China’s
further economic development. Especially in the
three northeastern provinces, except for the
southern Liaoning Province, there is no
voluminous inward foreign direct investment. In
addition, judging from the already obsolete
infrastructure in this region, the reconstruction
of the industrial base is inevitable sooner or
later. These factors combined render it
necessary 1o have a solid financing plan for
this region

Overcoming the difficult second phase without
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complications, short and midterm macroeconomic
management becomes exceedingly important. Its
essence is o maintain at the very least a

suitable balance between demand and supply of
real goods and services, demand and supply of

the labor force, and balance of payments.

First, the control of inflation is essential for the
smooth influx of FDI, The inflation rate is
determined by not only the money supply, but

also the balance of demand and supply of

goods and services in the domestic market
Sirice an increase in money supply is more or
less absorbed by money deepening, the
inflationary pressure from increased money
supply is relatively low in developing economies,
But the balance between demand and supply in
the real sector directly affects the price system.
Reasoning from the model forecast for the
period up to the year 2000, the current rate of
real growth tends to generate an excess demand
in the real sector {see Figure 3, p6)

Secondly, the balance between demand and
supply of labor force determines the lowest
permissible real growth rate Between 1992 1o
the year 2000 the labor force in China is
expected to increase by 100 million persons. On
the other hand, if the lazbor coefficient (labor
force/GDP) decreases at the rate observed
during the [978-1992 period, the forecast labor
absorption derived by the PRC/Northeastern
Provincial Model is minus 100 million persons
or less (see Table 2, p.6) Even if the labor
coefficient for the agricultural sector is fixed at
its 1992 level, implying that the standard of
tiving in the village will remain the same
throughout this period, the total labor absorption
will be only 30 million persons This implies
that these two factors combined will add
another 70 million persons to the current idle
labor force Avoiding this situation calls for
policies to raise the growth rates of agriculiure,
commerce, and construction sectors that have
high lsbor coefficients, and to ease the decrease
of the overall labor coefficient. The Labor
Force Management Policy to limit the maximum
hours worked per week is rational in the sense
that the overall labor force absorption capacity
in terms of persons will increase considerably,
although it reduces China’s international
competitiveness in production cost. In addition

to  these considerations, selection and
implementation of labor intensive production
technologies will be inevitable.

Lastly, as well as maintaining the above-
mentioned balances, the balance of payments
must be managed as not to overshoot the
acceptable limit of country risk in the effort to
build up capital stock Excessively high growth
deteriorates the balance of payments through
excessive import of capital goods and the
materials for the preduction of export goods,
The first and third balances in the above
determine the upper limit of real sector growth
rate and the second balance the lower limit
Vital in the second stage of development is for
macroeconomntic management to steer the real
growth rate limits. If
circumstances arise where there is no [leasible

between these

sofution, structural rather than quantitative
policies (ie., policies to change the relationship
between economic variables, such as the work
hour limitation policy to change the relationship
between GDP and the number of people
employed) are called for.

4. Conclusion

ERINA has developed and is improving, an
econometric model of PRC and her three
northeastern provinces for the purpose of
analyzing the relationship between long-term
development strategy and short and midterm
macroeconomic policies. In this paper T have
introduced firstly, two simple applications of the
model to an analysis of the relation between
the labor force absorption and real growth and
secondly, the real sector balance. Conclugions
derived from these analyses are that there is an
upward trend in the real net demand for goods
and services to cause an inflationary pressure,
and the labor absorption capacily is negative
under the current development policies, implying
the necessity to drastically raise the overall
labor force absorption capacity. In present day
PRC the new SNA (system of national account
statistics) as proposed by the UN is being
developed. We are now awaiting the publication
of the revised data to re-estimate our model to
apply further analysis. At that time we will
incorporate another important macroeconomic
balance of the government budget,
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OXUOAHWA POCCHMH B CBA3U C PAZBUTHUEM ITOPTA 3APYEHMHO

B coppemennoil rocynapcisensoil nonutnke Pocenn INpiopekomy xpato onpenenena ocobas pons B
Cuily ero BEIFOJHOrO reorpadiyeckoro HONMOXEHMS M pecypcHoro 6Boratersa. Miga  yiparw
CYLIECTBEHHOA YacTH Mopekoil udipactpykrypst Ba Yepuom u Bantuiickonm Mopsx mecne paciaga CCCP
MHOFOKPATHO BO3poCito A8 PoccHH tHaueHNe JallbHEBOCTOYHBIX IOPTOB.

Onnoit 43 OCHOBHEIX TpoBiIeM COBEpPIIeHCIBOBAHNS POCCHICKOH TOCYNAPCTBERHOCIH H
GOPMHPOBAHHNS PErHOHANBHOM NONKMTHKH IBIAETCS PA3BUTHE [A7bHEBOCTOYHOTO PErHOHA, OKAIaBIIerocs
B HacTOAUIMA MOMEHI 1O PSAy NPHYHH, TpExJe BCEI0 M3-33 HEHOCTATOMHEIX IIEHTPANH30BAHHBIX
HHBECTHINI B €I'0 9KOHOMHKY H TPAHCIIOPTHOH OT/AeHHOCTH OT UeRIPAMLHBIX PAHOHOB, B HOMOKEHUH
oTcratonlero. CrHMYNHPOBAHHIO 3IKOHOMHYECKOTO PAIBHTAR 310r0 pPernoHa POCCHH H, B YACIHOCTH,
[Ipumopekoro xpas NPH3IRAHA CHYKHIL HOBAY KOHUEILKS €10 COUMANBHO-3KOHOMIYECKOI'0 PAIBHTHA, B
OCHOBE KO10DOH IeXHT KOpDEHHas nepecIpoiika Beefl CIPYKIYPHI 3KOHOMHKH PErHOHA ¢ YYEIOM €ro
OTKPBITOCTH Ui BIAHMOBBIIOAHOIO COTPYAHMYECTBA co crpanaMy ATP.

3ajaun  KOMIUIEKCHOTO — OCBOGHIS  NpPHPONHEIX  pecypcoB  [lpumopcxoro  kpas — IyTen
pecypcocOeperaoniero KCHo/b30BAHNA ChIPRI ¢ TpHMEHEHHEM IepeJOBbIX TeXHOMOTHH, a IakKe
OPHEHTALEA 3SKOHOMHYECKOTO pPasBHIHA Kpas Ha 3HAYHICHBHOC DACIIEPEHHE H  yriybieHHe
MHOIOCTOPOHHMX IKOHOMHYECKHX CBAIEH CO CTpaHaMi ASHAICKO-THXOOKEAHCKOIO PEriOHa He TONBKO B
chepe BHelHeH TOPTOBAH, HO H B chepe TeXHONOTHYECKOH KOOMEPAIHY H NPHBIEYEHNS HHOCIPARHBIX
HHBECTHIMH ONPEENdiOT B KaYECTBE OFHOM M3 TEPROOYEPEMHBIX MPAKTHYECKEX MEp HEoOXOQMMOCID
pdssuTeA Tpancnoprsofi nudpactpykrypel [ipmvopes. IToswuueHne ypoBHS HHGPACTpYKTYpHOIR
obecrie eHHOCIH YCIPAHIT OJHY H1 HanGosee OCTPIX IPobiieM ero NPHBREKATSNBHOCTH [T HHBECIOPOB

[IpropuTerHbIM B 3TOM HANpPABNICHNY NpeJCTaBNILeIcs IPOEKT PAIBHTES [IPHMOPCKOTo TPAHIHTHOrO
TPAHCNOPTHOTO yina Ha Hasze NacaHcxore KOMMepUecKoro opra.

Ocyuect sneHne NPOSKIa cotlae HaASKHBIE IPEAIOCEIIKH e TONLKO A KauectBEHHOT0 YIyYIIeHN

obuelt undpacipykiyps [Ipumopckoro kpas, HO M J[UIR BOIPACTAHNAS €0 BHELIHEIKONOMWYECKOH
hyRKIHE.
Vlnrepecs! xpas B peafmiauiy 31070 [poeKTa YAAYHO BOHCHIBAIOICK KAK B POCCHICKHE JKOHOMEYECKIE
IIAHEL, 14K K 0OLEKIHBEO COYETAIOTCH ¢ JafavaMH 3KOHOMMYECKOro Biaumojeifersus crpan Cesepo-
Bocroutoft Azma. IlowmMas 4To crpaterws PervOHANBHOO PAIBUTHA COCIOMT B COTPYAHHYECTBE H
KOOMEpalill Ha JBYCTOPOHHEM K MHOIOCIODOHHEM YPOBHEX, POCCHS CIpeMETC K CO3JAHKIO B PETHOHE
KIHMATd, CrocobcIBylouero cralunpHOMY IKOHOMHYECKOMY H JKONOIHYECKOMY  PasBHTHIO H
PACUIMPEHMIO BIABMHOH TOPIOBNH, YTO NOIBONMT eff NOAKMIOMHTHCY K MAIMCTDANBHEIM NPOUECcanm
PAIBHTHA MexAyHapoAHo uHTerpannu s ATP.

llpoext passurua B pafione noc3apybuxo Xacasckoro paffona [lpmMopckoro Kpas Ha Oaze
XacaHCKOr 0 MOPCKOFO KOMMEPYECKOIO HOPTA TPAHIHTHOTO TPAHCHOPTHOIO YANA C WeTe3HOA0POKHBIME
H aBTOMOGIABHEIME [IOAXOAAMEA 0T POCCHitcKO-KHTACKOl TPAHNIEI { KOHTPONBHO-IIPOIYCKHON IIYHKT
Kpackuto) Hocdt MexayEapoIHelil xapaktep, (OH TeCHO YBA3AH C CORAHMEM CBOBOIHBIX IKOHOMHYECKHX
Teppuropuil B r. Xynyyss (KHP) u & r. Conbon (KHJP).

B coorsercraun ¢ uHEmiatHBOR [lpumopckoro kpas [IpaBmienscizo Pocemy MoAroIoBHIIO
pacnopmrerue, MoANHcanHoe B wrode 1995 roga [lpembep-munperpon rocuojutom B, YepHoMBIpAHEEIM,
O mnpoekTe coifiauus [IpHMODCKOTO TPAHIMTHOIO TPAHCHOPTHOTO yind. DTHM  JIOKYMEHIOM
OpeRycMoIpeHa HeoOXOAHMOCTb  paspaboTKM  TeXHHKO-3KOHOMHYECKoro OOOCHOBaHHA paIBHINS
YKA3aHHOFO TPRHCHOPTHOIO Y3HA © YYeTOM OPTaHHIAUMM MeXAYHAPOIHOH XONAHHIOBOH KOMMAHUH HA
base XacaHcKoro MOPCKOTO KOMMEPUECKOI'D [IOPIa. HA OCHOBE TAKOTO 0BGOCHOBAHMS I HuiHec-IaHa, a
TAiGKe B COOTBETICTRBHH € NMPeANOKEHNAMH agMuHuCIpaluy [IpaMopexoro kpag, [Ipasutenscisom 6yayr
AaHbl rOCYHAPCTBEHHbLIE FAPAHTUI OTEYECIBEHHbIM H HHOCTPAHHEIM HHBECTHTODAM, YYACTBYIOUIMM B
NPOEKTHPOBAHIN W CTPOHTEALCTBE OOBEKTOR TPAHIHTHOIO TPAHCIOPTHOTO yina.

lIpoext pacumipenus XacaHckoro TpaHINTHOIO TPAHCHOPTHOIO YA IIPEIycMATPHBAeT HO3TANHOE
. CIPOHTEALCIBO  BOCBMHE MODCKHX TePMHHANIOB, OTAEABHON weneswol Jopore ¢ kuiafickoll Komeed,
KEMeIHOJOPOKHON CTAHUMM ¥ KHIHUINO-GbITOBOTO KoMumnekca. CTOMMOCTE PEKOHCIPYKINH Hopla
coctasut of 600 go 800 munnuonos aonnapos CLIIA.

[Ipeapapurenshbie JAKTIOUERHA O HeNec00OPAIHOCTH paciiMpeHd nopta 3apybunO B Teuenue ABYX
DOCHeNHHX feT Obiid NPOBENCHEl AHANMTMKAMM psga poccHiickux M 1apybexumlx Kommanui. Tak,
HAIPUMED, OLEHKH 3TOre Opoexta, cienaddule ascrpamufickofl komuanueil “Tlu sag Oy", noxazamu
BRICOKYIO 3IQQEKTHBHOCTL BIOKEHES KAMTaI0B. YBeJHYeHe MOUIHOCTeH HOPTA BCEro Ha YeTBEPTH NpH
25-MHNMHOKHEIX XanuTanosnoxerusy ( B gonnapax CILA ) noiBonar cHHIHTE TapH( Ha GPOBOIHMYIO
npodykiuio 4o 30 npouenros. [lonnoe pedopmupopanye nopra HpegycMarpusael poci nepepaGoIixy




rpy3os ¢ 1.2 Munnuona 1o 14 Munnuoxos B rog. OKynaemocTs jaTpaT Opeanonaraercs B Tevenne 10-12
JET.

Obocnoraunsiit Koxnaj 06 undpacTpykType nopra 3apy6uno, HOAIOTOBNEHHEI! B TIPOLINOM TOXY
Hucrutyrom  HMcecnegtosann#  Dxomomuxu  Cesepo-octounoft  Aszum  (ERINA)  commecTHo ¢
anvuHucTpanHeif npedexryprl Hunrata, nossonger Ham #afeqthed, YT0 HONOXKEHHRI B OCHOBY CO3AaHMs
HOBOI'Q TEXHHKO-3KOHOMHEYECKOT'0 0DOCHOBAHMA, HAN KOTOPHIM PABOTAIOT CEroIHA 110 HALIEMY 3aIIpOCcy B
anpec rybepsaropa npedextypel Humrara u SnoHo-poccHifckoro KOMHTETZ 110 3KOHOMHYECKOMY
cotpynruyectey Pemepaimu skoHOMUYeckux oprammiaumit “KOUJAHPOH", cmoxer momous
unctutyty ERINA  chirpars nomoxutennpHyio poib B COLeHCIBMY DeandIaliyM HPOEKTa pPasBHIHS
XacaHckoTo TPAH3UTHOIO TPAHCIIOPTHOFO Y3Ma, YTO [OIBONHT YBEMMYUTL NPONYCKHYIO chocoBHOCTH
TPAHCIIOPTA [IA4 BHYTPEHHHX HEPEBO3OK H YBEOMYNT o00LeM TPaH3HIHBIX IepeBo3ok H3 Kurtad H
Mouronuu B Anonuio, Oxayio Kopelo, apyrue crpanst KOro-soctrourol Azmy.

B menom, BRIIONHEHHE 3TOI0 NPOEKTA NpPHBeAeT K pAIBHTHIO DErHOHANBHEIX TOPTOBEIX,
KOOTlepallHOHHBIX, HAYYHO-TEXHHYECKUX CBAleH MOCDEACTBOM BKRIOYEHMA 32WHTEDECOBAHHEIX CTPaH B
chepy BHEITHEIKOHOMMYecKRX cBatell AInaTeKo-THXOOKEAHEKOrO PerHoHa.
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