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Building the Micro-Foundation of Chinese Economics



Yang Ruilong
(Renmin University of China, Political economics research center featured with
Chinese characteristics, Beijing 100872)

The formation of economic theory with Chinese characteristics is closely related to
China's ongoing practice of market-oriented reforms, and the central question it
attempts to answer is how socialism and market economy can be organically integrated.
The main constituent elements of Chinese economics include: first, to uphold the
guiding position of Marxist political economy, while reasonably absorbing the useful
knowledge of Western microeconomics to create a theoretical system of economics
with Chinese characteristics. Second, to establish a Chinese perspective, with the
ongoing market-oriented reform practices in China as the core research agenda. Third,
to advocate the problem-oriented research method of seeking truth from facts,
constantly discovering real problems from the practice of reform and development, and
exploring the logic and methods of solving them. Different basic economic systems
lead to different ways of resource allocation. Only by clearly revealing the behavioral
characteristics of micro subjects under the basic socialist economic system and the
conditions and ways in which the market mechanism functions can China's economics
have a solid micro foundation. The construction of a micro foundation for Chinese
economics should focus on the following major issues: first, how to transform
state-owned enterprises into competitive market players under the premise that public
ownership is the mainstay. Second, how to balance equity and efficiency under the
premise of distribution according to labor. Third, how the market mechanism allocates
resources under heterogeneous microfoundational conditions. Fourth, how to deal with
the relationship between the government and the market under the premise of China's
basic economic system.

Key words: Chinese economics, basic economic system, market economy, micro
foundation



