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Fall, 2011
Office: Room 301, 70 Waterman Street (Economics Dept. Annex) 
tel: x33837; fax: x31970; e-mail: Louis_Putterman@ brown.edu 
Office Hours: M and W, 2:00-2:50, and by appointment 

Teaching assistant: Zhi Wang; tel.: 401-338-7898; e-mail: Zhi_Wang@Brown.Edu Office hours: Tuesday, 11:00 – 12:00, Thursday, 1:00 – 2:00 in Robinson Hall basement, and by appointment

Overview.  This course examines the organization, structure, and performance of the economy of China. It focuses on the institutional structure of the economy on the micro level, on the changing economic system including the roles of planning and markets, on government economic strategy and policies, and on outcomes with respect to industrialization, the distribution of activity among sectors (agriculture, consumer goods, exports, etc.), economic growth, income distribution, and welfare. The pre-reform period (1949-78) receives attention in its own right, but especially as it influences developments in the market-oriented reform period since 1978.  Topics covered include rural and urban development, industrial strategy and planning, economic reform, agriculture, industry, and international trade and investment, although there will be somewhat less attention to international trade and finance and to urbanization issues, since Brown has other courses focusing on China with those emphases. The course will assume previous knowledge of microeconomic theory but will introduce little that is new in the way of formal models. Prerequisite: economics 1110 or 1130. Economics 1210, 1510, 1540, and 1560 are helpful but it isn’t assumed that you have taken them.  Students who have taken or are simultaneously taking Economics 1420 and/or 1500 are also welcome to take this course.

Our main text is Barry Naughton, The Chinese Economy: Transitions and Growth, which is available for purchase in the Brown Bookstore.  Other readings on the syllabus are either available electronically via Josiah or will be posted on the MyCourses website.  These other readings vary in their status from some that have the same required status as the textbook to others that are simply recommended as optional additional reading; I’ll be updating you on the status of specific readings as we reach each topic.

It’s very important to note that the reading and lectures are complements to each other, not substitutes. At times, lectures will cover material not in the book, or may take a different approach from the book’s. (When a topic is listed on the syllabus without an associated reading, this usually signals something addressed in the lecture without a specific counterpart reading.)  Come exam time, you’ll be expected to show your knowledge of both the reading and the ideas and facts brought up in class.  Class attendance and participation are therefore encouraged and considered in your overall grade.

Exams and Grades: there will be two in-class mid-term exams and a three hour final exam as scheduled by the registrar. These will count for 23, 24, 45% of the course grade, respectively, with the remaining 8% based on class attendance and participation. The format of the exams will be a combination of essays and short answer questions, with more emphasis on short answer in the midterms. 

Tentative schedule: No class, Friday, Sept. 30; 1st exam, Wed., October 12; 2nd exam, Wed., Nov. 9; possible meeting or meetings during reading period: to be announced.  Note: panel of leading China economy experts and lecture by Justin Yifu Lin at 4 and 7:3 p.m. respectively on Oct. 20, guest visit by Barry Naughton at class on Oct. 21.

Final exam: as announced by registrar.

Syllabus: 

1. Introduction (Legacies and Setting) 

a. Preview: China's road to socialism, the planned economy, and market reforms; China's path of structural change, and China's economic performance since 1949. 

Reading: Naughton, Introduction
b. Introducing conceptual frameworks                    

    i. Very long run technological, economic and social evolution

   ii. Comparative economic systems: capitalism, centrally planned socialism, and


the transition from a CPE to capitalism

  iii. Alternative strategies for achieving modern economic growth

2. Historical background

a.   Long history of Chinese civilization

      Reading: David Landes, The Wealth & Poverty of Nations; Why Some are So Rich and Some So Poor, pp. 23-28 and 93 (bottom) to 98 (MyCourses). 

b. China leading up to 1949: geography, resources, historical background 

Readings: 1. Naughton, Chapter 1, Geography

2. Naughton, Chapter 2, The Chinese Economy Before 1949
c.   The case for capitalism versus planned socialism, in general, and in the developing world; background of Chinese socialism  

d.   Stalinist development strategy compared to laissez faire, import substitution industrialization (ISI), and export promotion; implications with respect to structural change (industrialization).  

2. The Socialist Era

      Reading: Naughton, Chapter 3, The Socialist Era, 1949-1978: Big Push Industrialization and Policy Instability 

a.   Recovery and transition to socialism.

b.   Soviet-type economy

c.    Maoism and the economy

d.    Legacies

3.  Transition to a Market Economy 

     Reading: Naughton, Chapter 4, Market Transition: Strategy and Process

   
        Zhao Ziyang (2009).  “The Roots of China’s Economic Boom,”     pp. 91-113.  In Prisoner of the State: The Secret Journal of Premier Zhao Ziyang.  New York: Simon & Schuster.  (Chinese version available on-line).

a.  Beginning and overview

b.  1978 to 1989


c.  Tiananmen and go slow period, 1989 to 1992


d. 1993 to present

4.  The urban-rural divide
    Reading: Naughton, Chapter 5, The Urban-Rural Divide
a. Origins and socialist period

b. Evolution during reform period
5 . Patterns of Growth and Development

a. Growth and Structural Change

Reading: Naughton, Chapter 6, Growth and Structural Change
b. Population

Reading: Naughton, Chapter 7, Population Growth and the One-Child Family

                     Zeng Yi (2007).  “Options for Fertility Policy Transition in China,” Population and Development Review, Volume 33, Issue 2, pp. 215-246.
c. Labor and Human Capital

Reading: Naughton, Chapter 8, Labor and Human Capital

                     Kroeber, Arthur.  “The end of surplus labor.”  China Economic Quarterly. Volume 14, Issue 1, March 2010, (pp. 35-46). (MyCourses)

                Yang Yao, “No, The Lewisian Turning Point has not yet Arrived” The Economist guest blog, 2010, available on line and MyCourses.

          Dean, Jason.  “Inland China Beckons as Hon Hai Seeks Fresh, Cheaper Labor Force,” Wall Street Journal, September 4, 2010, and China Technology News (MyCourses). 

d. Incomes, Poverty and Inequality

Reading: Naughton, Chapter 9, Living Standards: Incomes, Inequality and Poverty
               Martin Ravallion and Shaohua Chen, “China’s (Uneven) Progress Against Poverty,” Journal of Development Economics 82: 1 – 42, 2007.
6. The rural economy
a.  Rural organization (before 1949; land reform and collectivization; the early   communes; the 3-tier commune system; de-collectivization)


     Reading: Naughton, Chapter 10, Rural Organization

                    Putterman, Continuity and Change in China’s Rural Development,                       

             1993, Chapter 1.  (MyCourses)

b.  Incentive theory: the household versus the collective (lecture)

c.  Output and productivity of Chinese agriculture 

Reading: Naughton, Chapter 11, Agriculture:  Output, Inputs and Technology
d.  Rural industry: origin, TVEs, and reform

      Reading: Naughton, Chapter 12, Rural Industrialization: Township and Village Enterprises 

Putterman, “On the Past and Future of China’s Township and Village-Owned Enterprises,” World Development, 1997.
7. Industry and Urban Economy   
a. The organization of industry in China

Reading: Naughton, Chapter 13, Industry: Ownership and Governance

b. China’s industrialization and industrial structure

      Industrialization 1949-78 (lecture), reform era issues:

Reading: Naughton, Chapter 14, Structural Change: Industry, Energy, and Infrastructure 

               Naughton, “China’s Industrial System and Growth Engine,” unpublished manuscript, 2010, MyCourses.

Further reading:  Gary Jefferson and Thomas Rawski, "Enterprise Reform in Chinese Industry" Journal of Economic Perspectives, Spring 1994; Yan Guo, Jie Gan and Chenggang Xu, “A Nationwide Survey of Privatized Firms in China,” Seoul Journal of Economics, 2008 (MyCourses); Weiye Li and Louis Putterman, “Reforming China’s SOEs: An Overview,” Comparative Economic Studies, 2008 (MyCourses).

c. Technology Policy and Energy

Reading: Naughton, Chapter 15, Technology Policy and the Knowledge-based Economy

Daniel Rosen and Trevor Houser, “China Energy: A Guide for the Perplexed,” Peterson Institute paper (MyCourses); Xielin Liu, “China’s Development Model: An Alternative Strategy for Technological Catch-Up,” Working Paper (MyCourses).
8. Trade and foreign investment 

a. Trade

Reading: Naughton, Chapter 16, International Trade

Dani Rodrik, “What’s So Special about China’s Exports?” Working Paper, Harvard University, 2006 (MyCourses); Li Cui and Murtaza Syed, “The Shifting Structure of China’s Trade and Production,” IMF Working Paper, 2007 (MyCourses). 

See also pp. 5 – 7 of Eswar Prasad’s testimony to U.S.-China Economic and Security Review Commission, June 2011 (MyCourses); and The Economist invited guests contributions on “Should China allow the yuan to rise?” at http://www.economist.com/economics/by-invitation/questions/should_china_allow_yuan_rise

b. Foreign Investment

Reading: Naughton, Chapter 17, Foreign Investment
9. Macroeconomics and Finance

a. Trends and cycles

Reading: Naughton, Chapter 18, Macroeconomic Trends and Cycles
b. The financial System

Reading: Naughton, Chapter 19, The Financial System
10. Environment, Sustainability, and China’s Future

Reading: Naughton, Chapter 20, Environmental Quality and the Sustainability of Growth
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