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Exploration of the Basic Economic System:

China’s Road and Governance Effectiveness

Research Group of the Reform and Opening Up Wuhan University

( National Institute of Development Strategy Wuhan University Wuhan Hubei 430072 China)
Abstract: The exploration of the road has run through the process of revolution construction and reform led by the the
Communist Party of China in the past 100 years. The basic socialist economic system is an important pillar of socialism with
Chinese characteristics. The Communist Party of China led the Chinese people to arduously explore the formation and
development of the basic economic system and embarked on a path of reform with Chinese characteristics. The basic
economic system has matured and improved in the course of exploration and practice which has greatly changed the outlook
of China’s economic and social development. Three major changes have been made in the economic institutions. The
ownership system has shifted from a single public ownership system to a public ownership system as the main body and
multiple ownership systems develop together. The distribution system shifted from egalitarian distribution and distribution
according to work to distribution according to work as the main body and coexistence of multiple distribution methods. The
economic system has shifted from planned economy to market economy realizing the symbiosis of the market economy and
socialism with Chinese characteristics. The three basic economic systems are interrelated mutually supportive and mutually
reinforcing and have a decisive influence on the attributes of the economic system and the mode of economic development.
The exploration of the reform of the basic economic system combines Marxism with China’s national conditions rather than
copying the model of other countries. Taking incremental reforms first we have embarked on a gradual reform path in which
incremental reforms drive the stock market and partial reforms drive the whole. Under the premise of maintaining stability
the reform and development have achieved fruitful results. Among them the private economy is the most successful and
effective reform achievement. The combination of a well-functioning market and an effective government not only enhances
market vitality but also realizes the system efficiency of “concentrating resources to accomplish great tasks” and gives
consideration to both efficiency and equity. The improvement of the basic economic system has liberated and developed
productive forces unblocked the internal and external economic cycles and optimized the operating mechanism of China’s
economy. With the reform of the basic economic system waves of entrepreneurship innovation and wealth creation have
nurtured and generations of entrepreneurs have emerged. Chinas employment pattern has undergone profound changes.
The employment status and income of residents have greatly improved which has promoted the process of common
prosperity and the people’s ever—growing needs for a better life have been met. Entering the new development stage of
building a modern and powerful country we must adhere to and improve the basic economic system and continue to deepen
various reform measures for the purpose of achieving common prosperity. It is necessary to properly handle the relationship
between “getting rich first” and “getting rich together” develop a mixed ownership economy in which state-owned
enterprises and private enterprises coexist and prosper together and form a joint force of state-owned investment and private
investment. We need to create an environment where the real economy makes people rich and innovation makes great
wealth and build a proper political-business relationship encourage more social entities to devote themselves to innovation
and entrepreneurship and encourage hard work and innovation to get rich. It is necessary to handle the relationship
between market evaluation contribution and contribution decision remuneration in participating in the distribution according
to multiple factors. We need to give full play to the positive role of entrepreneurs as a “key minority” and special talents in
achieving common prosperity further stimulate entrepreneurship and continue making the cake bigger and dividing it well.
Key Words: basic economic system; reform and opening-up; Socialism with Chinese Characteristics; private economy;
common prosperity
JEL Classification: D21 032 Q58
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