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New Opportunities and Challenges for Industrial Upgrading
of China in the New Environment: From the Perspectives of

New Structural Economics

Yong WANG
(Institute of New Structural Economics)
Abstract: What new opportunities and challenges will China face in her
industrial upgrading in the new domestic and international environment?
The analysis of these important issues not only may interest academia
but also government officials of all administrative levels currently
engaged in formulating the fourteenth five—year plan and all market
investors, domestic and abroad. In this paper, by adopting the approach
of New Structural Economics, I analyze the new elements in China’ s
internal and external macroeconomic environment, and I argue that China
is undertaking four simultaneous structural processes, shouldering the
sandwich—1like pressure from outside and meeting domestic challenges of
vertical structure. I illustrate with both theory and concrete examples
how to identify industries with hidden comparative advantage based on
local endowment structures and five industrial categories, and how
government should facilitate reduction of transaction costs to help
firms acquire competitive advantages. Four potential important new
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opportunities for China’ s
explained.

industrial upgrading are suggested and

Key words: Industrial Upgrading; Facilitating State; New Structural

Economics
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