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As the introduction to the course, Lecture I introduces the change of the order, pattern,
theory, and concepts of world economy. The Chinese often say that “the pendulum has
swung back to express their reflection on the fluctation of history”. According to
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Marxism, the economic basis determines the superstructure, which has been verified
by the changes in the world economy. After World War II, the US GDP accounted for
about half of the world’s total and the “Bretton Woods System” leading by the US was
established. In the 1970s the oil crisis forced the US to update its economic standing
and create the G7, yet the G7 was merely an exclusive club of seven rich countries
with a total GDP surpassing 3/5 of the world’s total. The Chinese economy has taken
off in the forty years of reform and opening-up, thus driving emerging economies to
challenge the global economic environment dominated by developed countries. After
the global financial crisis in 2008, the G7 was gradually replaced by the G20. China’s
economic miracle changes not only the order and opportunities of the world economy
but also the theories and concepts of the world’s economic development. Within this
context, this chapter introduces the theories and concepts of new structural economics
as being the third generation of economics, thus replacing the old structural
economics and neo-liberalism of Post-World War II and summarizes the theoretical
framework of new structural economics showing the change of economic structure. In
short, the first two generations of development economics take developed countries as
the frame of reference. The deficiencies, (like modern capital and
technology-intensive industries emphasized by the first generation of structuralism),
or shortcomings (like governance emphasized by the second generation of
neoliberalism, namely the privatization, marketization, and liberalization promoted by
“Washington Consensus") of developing countries are highlighted and used as the
basis for transforming developing countries. Contrary to the first two waves of
development trends, the new structural economics advocates a start from the local
condition of developing countries (namely the factor endowment) and search for what
can be achieved on this basis (namely comparative advantage). In this way, the
economy of developing countries can increase and become stronger, and then

gradually catch up and even surpass that of developed countries.
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Lecture II elaborates on the change of economic structure as the key to development
with a broader view as to world history. It expands on the theory of new structural
economic frameworks as introduced in Chapter I and provides historical proof for it.
The change of economic structure is so important that world history could be divided
into different periods with fundamental characteristics. Although the change of
economic structure is a continuous process, industrial revolution is the most critical
watershed for world economic development. Before the industrial revolution, human
society was in the “Malthusian trap”. The limited natural resources endowment
dominated the characteristics of its structural change. It is the industrial revolution
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that lifted mankind out of the “Malthusian trap”, yet its essence lies in continuous
transformation and upgrading of economic structure rather than several shining
technological achievements. The industrial revolution has raised up the currently
developed countries, yet it has also caused a great diversion of the world economy.
Developing economies face long-lasting economic transformation structural failure.
Therefore, the mainstream theory without structure (more precisely, merely adopting
the structure of developed countries) could hardly be used to guide the transformation
of economic structure of developing countries. Even the neoclassical economics
rooted in the theories of Adam Smith merely summarized the experience from the Age
of Exploration to the outbreak of industrial revolution. Although the first generation
of economic development (structuralism) after World War II highlights the
significance of the transformation of economic structure, it neglects the structural
endogeneity and the development path against comparative advantage goes opposite
to what it wished. In this context, the theoretical framework of new structural
economics as introduced in Chapter I is deepened, proposing that neoclassical
economics comes from a marginal revolution of classical economics while new
structural economics results from a structural revolution to neoclassical economics.
Neoclassical economics aims to provide optimal resource allocation for the given
economic structure. On the contrary, new structural economics searches for the best
economic structure for the given resource endowment. Under this theoretical
framework, the influence of economic structural changes of various economies in the
world on their economic growth since the end of World War II is quantified in this
chapter and it is confirmed by the transformation and upgrading of economic structure
which is key to development. Moreover, the change of various institutional structures
like finance, law, and so on, which are the superstructure and development of
technology and industry as the economic basis is briefly sorted out, proving Marxism
from the perspective of world economy again and refuting the popular institutional

determinism as advocated by the neo-institutionalism school of thought.
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Lecture III tracks the historical trajectory of changes to a global economy with the
basic principles of new structural economics. The industrial revolution that created the
currently developed countries didn’t break out overnight. In fact, the industrial
revolution in the US and the UK is a long and gradual process. For no matter the
thrice industrial structure, the segmented manufacturing, or even products and
technology, the production structure is a process of step-by-step development
following a development stage (endowment structure). In the history of world
economy, all those economies that follow the order of industrial development have
succeeded while those reversing that order have learned painful lessons. The
empirical experience of various economies around the globe supports the valuable
theory that structural distortions would result in economic stagnation. Based on this,
the chapter tracks the trajectories and economic structural changes of nearly 200
economies in the past half-century and summarizes corresponding characteristics in
leading developed economies, developing economies, and economies that are trapped

in low and middle incomes.
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Lecture IV explores the laws of economic structural change by typical examples of
development after World War II. After World War II, 13 economies had realized an
economic growth of over 7% for 25 consecutive years and became typical examples
of development. They are mainland China, Hong Kong SAR of China, Taiwan of
China, South Korea, Singapore, Japan, Indonesia, Malaysia, Thailand, Oman, Malta,
Botswana, and Brazil. They share five typical characteristics, including opening-up to
the outside world, stable macroeconomy, endowment accumulation, effective markets,
and promising government. Through economic restoration, transformation, and one
by one structural upgrading, this chapter reveals the law of structural change
according to the comparative advantage in new structural economics and explains
their typical characteristics in a unified way. Effective market and promising
government are institutional prerequisites for development based on comparative
advantage. Opening-up to the outside world, stable macroeconomy, high investments,
and savings are the inevitable outcomes. The key to rapid development lies in the
continuous transformation and acceleration of endowment structure upgrading
according to the comparative advantages. New structural economics also unveils the
mystery of high savings rates and of successful economies. However, the high savings
rate of these typical examples of economic development in East Asia is criticized by
popular thoughts and even falsely blamed as the cause of economic imbalance in the
US. In fact, the US also experienced a period of high savings during its fast structural
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transformation in the 19th century.
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Lecture V evaluates structural transformation by degree and effect, and the upgrading
of different economies worldwide based on the trajectory of economic transformation
and upgrading as set by the 13 typical examples of development post World War II. It
seems that the development based on comparative advantage is slow and frustrating
for developing countries. Nevertheless, it is, in fact, the fastest way to capital
accumulation as well as factor endowment structure and industrial structure
improvement to promote inclusive and sustainable development to an economy.
Moreover, it could promote globalization, give latecomers an advantage, introduce
technology and industry from more developed countries, and use foreign capital and
foreign trade to achieve faster upgrading of industrial structure and economic
development than developed countries. In contrast, development against the
comparative advantage would miss the development opportunity in globalization and
fall into these development traps including, low and middle-income trap. This chapter
elaborates on the basic principles and development concepts of new structural
economics with a detailed process of the change in world economic structure once

again.
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Focusing on manufacturing and the change in its employment structure, Lecture VI
analyzes the development opportunities based on global economic structural change.
As an old Chinese saying goes, “agriculture is for stability, industry is for prosperity,
and commerce is for flexibility.” Manufacturing is the engine of global wealth and the
pool of employment. Employment is a cornerstone for development and success.
Chinese achievements to alleviate poverty comes from the creation numerous job
vacancies with its comparative advantage, while the arduous struggle of mankind
against poverty is rooted in a lack of employment. This chapter continues to explore
the general laws and characteristics of the change in employment structure for the
manufacturing industry with the change of endowment structure worldwide under the
guidance of the basic principles of new structural economics and estimates the
employment gap. In terms of the basic trend of structural change needed for
employment in the manufacturing industry worldwide, the continuous flying geese
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paradigm is the secret of the East Asian miracle. South Asia and sub-Saharan Africa
urgently need to develop labor-intensive manufacturing to alleviate poverty. Middle
East, North Africa, and Latin America should transform and upgrade its
manufacturing industry to get out of the middle-income trap. Europe and Central Asia
should adjust the manufacturing industry against comparative advantage to regain
competitive advantage, and high-income economies need to continuously innovate
and expand into global industry frontiers. Meanwhile, the nature of work would
change and the employment structures may also be polarized during the change of
world economic structure, which should be addressed. The pattern of difference
sequence for global manufacturing is the industrial basis for both North-South
cooperation and South-South cooperation. Different from the flying geese paradigm
in the past, China becomes the “leading dragon” as with South-South cooperation.
The chapter concludes with the example of Japan and Chongqing in China for
grasping the opportunity in the transfer of global electronic information industry to
prove that all economies in the world could accelerate globalization development with
their competitive advantages and the facilitation of government after finding their

own comparative advantages.
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Lecture VII discusses global infrastructure construction with emphasis laid on the
“bottleneck” of transformation and upgrading of economic structures. The
“bottleneck™ of “hard” and “soft” infrastructure is an obstacle to the transformation
and upgrading of economic structure and a “scapegoat” that could be easily taken.
Backward infrastructure is indeed the major constraint to economic performance, yet
it is by no means an insurmountable obstacle to economic transformation. Economic
development and infrastructure construction can be promoted simultaneously with
mutual support. According to popular trend of thought, all infrastructure barriers
should be removed before launching the dynamic process of economic growth, which
is neither realistic nor necessary. The situation of 30 economies with the fastest
growth in the past 20 years shows that the quality of a business environment being
evaluated by popular indicators seems not so important since the ratings for business
environments of most of them are very poor except for Singapore and Malaysia. A
more pragmatic approach is to concentrate the limited resources and governance
capacity of government on the building of industrial parks, export processing zones,
and special economic zones. Although the overall infrastructure and business
environment are not satisfactory, favorable conditions could be created regionally to
fully exploit and utilize the potential comparative advantages of the economy,
promote the rise of competitive industries, and then gradually improve the “hard” and
“soft” infrastructure and business environments nationwide. Based on this, this
chapter introduces the Chinese experience to gradually improve the infrastructure
from parts to a whole. It summarizes the changes made in the construction of such
infrastructure as water, power supply, transportation, telecommunications, the Internet,
and energy in different regions of the world at different development stages, and
concludes the differences of developed countries and developing countries in

infrastructure construction.
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Lecture VIII analyzes the relationship between China and the transformation of the
world’s economic structure. China has a unique position in the transformation and
upgrading of the global economic structure. The size of China’s economy will raise it
to be a global leader, yet the overall level of global economic development has great
room for improvement and there is still great disparity in the development of different
regions within China. As a result of the in-depth coupling of China and the world’s
economic structure, as well as China’s differentiation and globalization go in different
directions from those of developed countries and other developing countries. China
shows great strength via its transformation and upgrading of the world economic
structure. China is still a global engine of world economic growth. China’s
industrialization continues to maintain strong momentum. Boasting a tremendously
healthy consumption market, China is still the biggest trader and the most attractive
region for investment worldwide. China has the largest production capacity and the

1



most powerful infrastructure construction capability. China has become an exporter of
net-capital and a major overseas investor. Based on this, this chapter looks into and
compares the economic structure and transformation of China with that seen by
developed and other developing countries. Developed countries are still the object for
China to use as a model to study. In order to deepen cooperation between China and
other different income level economies, it is necessary to take full advantage of
China’s comparable advantages. Investment in developed countries can promote the
transformation and upgrading of economic structure for both China and developed
economies, so can “bringing in” investment from developed countries. Meanwhile,
China is capable of providing opportunities for developing economies in terms of
industrial transfer and infrastructure construction. In this new era, China can build an

open economic system facing the world.
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Lecture IX expounds on the promotion of the development of the world’s economy
through the Belt and Road Initiative. It can be seen from the change of world
economic structure, and China's position in it, that the Belt and Road Initiative can
mutually promote the transformation and upgrading of economic structure in China
and other Belt and Road countries. Based on this, this chapter reviews the major
progress of the Belt and Road Initiative in the past five years, discussing cooperation
on production capacity, economic cooperation zones, the effects of trade and
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investment, transformation and upgrading of enterprises, the internationalization of
the Chinese yuan (RMB), and other important aspects. In order to lower the financial
risks, it is necessary to improve the rates of returns on investment into infrastructure
along the Belt and Road and the patient capital. Finally, this chapter discusses how
can the Belt and Road countries and different regions in China become fully engaged
and make full use of their comparative advantages from the Belt and Road Initiative.
The Belt and Road Initiative is different from the globalization of colonialism which
had brought such suffering to the people in the world, and from the globalization of
neoliberalism which also failed to bring happiness to the people in the world. It is a
new type of inclusive globalization that is conducive to the realization of a
community who share the same hope for the future of mankind, characterized by the

old Chinese saying “all flowers in full blossom make a beautiful spring.”
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Lecture X summarizes how the “road” of new structural economy will lead to
prosperity and stability for the global economy. This chapter provides a series of
measures for the new structural economy for promoting the fast, inclusive, and
sustainable transformation and upgrading of the economic structure of countries
worldwide. While is also including the Growth Identification and Facilitation (GIFF)
technical manual of the new structural economy as developed by the United Nations
Industrial Development Organization, as well as a set of global inclusive and
sustainable transformation indexes for the new structural economics covering nearly
200 economies. We believe that even a country stuck in the trap of poverty for
centuries could change its destiny and step on the road to prosperity with fast
development and transformation under the guidance of the new structural economy to
get rid of poverty and realize industrialization and modernization within one or two
generations. The first author of the book was born in Taiwan, China in the early 1950s,
shortly after the end of World War II when Taiwan was as poor and backward as most
regions in Africa. The second author of the book was born in Sichuan, China in the
mid-1980s. At that time, the Chinese mainland was as poor and backward as Taiwan,
China when the first author was born. The per capita income of mainland China was
merely half of the average for sub-Saharan Africa, while Taiwan, China had already
developed into an emerging industrialized economy. When we read this book today,
China has already become an upper to middle-income economy. The world economic
pattern has changed dramatically in just four decades. Such fantastic personal
experience assures us that poverty is not a fate. Although there are preconditions for
any theory, it is possible for any country, regardless of their starting conditions, to
realize inclusive and sustainable development. During the summits marking the 70th
anniversary of the United Nations, President Xi Jinping elaborated on the Chinese
solution for world development. “Development, in the final analysis, is the job of

1



individual countries. We Chinese say, ‘Eat according to the size your own stomach
and dress according to your own figure.’ It is, therefore necessary for each country to
formulate its own development strategies that fit its strengths and national

conditions.”
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