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A Theoretical Summary Based on China’s Macroeconomic
Management Practices: The Development-oriented

Macroeconomic Policy
FENG Ming"’

(a: Institute of Quantitative and Technological Economics, Chinese Academy of Social Sciences;

b: Faculty of Applied Economics, University of Chinese Academy of Social Sciences)
Summary: Should the government manage the macroeconomy? And if so, on what theoretical grounds and
by what means? These are foundational questions that every country must confront in the course of eco-
nomic development. Historically, different schools of economic thought have offered divergent answers.
Broadly speaking, the traditional macroeconomic policy theories adopted by developed Western economies
are narrowly defined and “cycle-oriented”. Following the reform and opening-up, China did not mechani-
cally replicate the macroeconomic policy theories of developed Western economies. Instead, it responded to
the practical needs of a developing country and adopted a broadly defined and “development-oriented” ap-
proach to macroeconomic management, and through gradual policy practice, developed a corresponding sys-
tem of concepts and practices suited to its national conditions. This system has been crucial in underpinning
China’ s remarkable growth miracle since the reform and opening-up. In this paper, we conceptualize it as
the “Development-oriented Macroeconomic Policy” (DMP).

In brief, the DMP refers to macroeconomic management that is development-oriented and aims at pro-
moting sustained economic development. This fundamentally differs from the traditional Counter-cyclical
Macroeconomic Policy (CMP) adopted by developed Western economies, which is cycle-oriented and pri-
marily targets the reduction of economic fluctuations. While the traditional CMP adopted by developed
Western economies is one-dimensional, confined to the short term, and focused on the demand side, China’s
DMP is characterized by a dual focus on aggregate and structural dimensions, a balance between short-term
and medium-to-long-term perspectives, and equal attention to both the supply side and the demand side. To
this end, we construct a 2x2 analytical framework that integrates both aggregate and structural dimensions,
as well as both short-term and medium-to-long-term perspectives. Through this framework, the principal
functions of the DMP could be identified in the following four aspects: promoting sustained medium-to-
long-term economic growth, facilitating economic structural transformation and upgrading, addressing and
resolving supply-demand imbalances in key sectors, and smoothing aggregate economic fluctuations. In
terms of the policy system, developed Western economies have traditionally relied primarily on fiscal and
monetary policies for macroeconomic management, whereas China’ s DMP encompasses four tiers: (1) the
long-term development strategies; (2) the medium-term development plans; (3) the specific policy instru-
ments; and (4) the integration of these policy instruments with institutional and structural reforms. Among
which, the third tier—specific policy instruments—can be further classified into three categories: the first
comprises the fiscal and monetary policies; the second consists of those components embedded in special-
ized policies—such as industrial, price, employment, consumption, investment, trade, regional, environmen-
tal, and regulatory policies—that perform certain macroeconomic management functions; and the third en-
compasses the policies for adjusting market operations.

The introduction of the DMP as a core concept represents an attempt to build an independent knowl-
edge system of economics in China. Historically, the traditional cycle-oriented macroeconomic policy
theory in Western economies was rooted primarily in the experience of developed countries at the global
frontier during specific historical periods, thus leaving a gap between its prescriptions and the practical
needs of macroeconomic management in developing countries. By contrast, the DMP, derived from the suc-
cessful practice of China, the world’ s largest developing country, embodies a richer conceptual framework
that encompasses and transcends the narrowly defined CMP, and is therefore better suited to the practical
needs of the vast majority of developing economies. To sum up, the theoretical synthesis of China’ s DMP
practices since the reform and opening-up can, on the one hand, offer insights for China to further refine
macroeconomic management and improve the macroeconomic governance system in the future, and, on the
other hand, provide certain valuable references for macroeconomic management in other developing coun-
tries.
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