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The Theoretical Logic and Practical Path of Advancing Market Economy Reform for

Chinese Modernization

Liu Binglian"* Gao Ziming’

(1. Institute of Economic and Social Development, Nankai University, Tianjin 300071, P.R.China;
2. Beijing-Tianjin-Hebei Coordinated Development Research Institute, Nankai University,
Tianjin 300071, P.R.China;

3. School of Business Administration, Northeastern University, Shenyang 110167, P.R.China)

Abstract: Building a high-level socialist market economy system is a cornerstone of advancing
Chinese modernization. The reform and opening-up policy, which established the socialist market
economy system with Chinese characteristics, has been a pivotal move determining the destiny of
contemporary China and remains the fundamental driving force for Chinese modernization. The
Third Plenary Session of the 20th CPC Central Committee conducted an in-depth study on further
comprehensively deepening reforms and advancing Chinese modernization, emphasizing that a high-
level socialist market economy system serves as a vital safeguard for Chinese modernization and
identifying it as the primary task in the comprehensive reform agenda.

As China embarks on a new journey to build a modern socialist country, it is imperative to
deepen the understanding of the historical logic and theoretical evolution of market economy reforms,
clarifying their critical role in advancing comprehensive reforms and defining the relationship between
the government and the market. From a historical perspective, building a high-level socialist market
economy system is both an inevitable requirement for the localization and modernization of Marxism

in China and an urgent necessity to respond to profound global transformations and solidify

12



WRERERKFELEXTHEFEAREFTEXNARCHELIES LK HEE

institutional advantages. In terms of theoretical evolution, the 20th Party Congress Report and the
Third Plenary Session of the 20th CPC Central Committee elaborated on the key directions of market
economy reforms across multiple dimensions, including incentivizing market entities, strengthening
institutional safeguards, improving governance frameworks, eliminating systemic barriers, and
ensuring practical implementation. These reforms encompass deepening state-owned enterprise and
asset reforms, enhancing property rights protection systems, dismantling regional protectionism,
and advancing the market-oriented allocation of production factors.

The current challenges in China’ s market economy system include excessive implicit
government intervention, f{ragmentation in commodity and service markets, distorted resource
allocation, and insufficient innovation in production methods. Specific manifestations involve local
governments imposing disguised market access restrictions, persistently high cross-provincial
commodity circulation costs, low rates of factor marketization, and a continuous decline in the
marginal output rate of capital. Theoretical research indicates that market economy reforms propel
modernization through dual mechanisms: “allocation efficiency improvement” , enhancing static
efficiency by eliminating administrative monopolies and correcting factor misallocation, and “market
potential development” , expanding production boundaries by unlocking market potential and
fostering innovation-driven upgrades.

To address existing issues and leverage theoretical mechanisms, deepening reforms must follow
a path that eliminates institutional barriers and regional fragmentation, restricts administrative
monopolies, cultivates new quality productive forces, and promotes high standard opening-up.
Detailed measures include improving property rights protection and fair competition systems,
establishing a nationally unified market, creating cross-regional law enforcement coordination
mechanisms, advancing factor marketization reforms, accelerating the development of data factor
markets, and implementing high-standard opening-up policies. Among these, optimizing the
institutional environment requires strengthening credit systems and competition policies; promoting
regional integration demands enhanced infrastructure connectivity and regulatory harmonization;
driving innovation necessitates building an ecosystem that integrates industrial, innovation, capital,
and talent chains; and expanding openness requires balancing domestic and international economic
cycles. These reforms must not only build upon traditional market-oriented approaches but also
adapt to the realities of the digital economy era. By dismantling institutional constraints to unleash
market vitality, China will achieve high-quality development and realize the goals of Chinese
modernization.

Keywords: Chinese modernization; Comprehensively deepening reforms; New development

pattern; Market economy; High-quality development

[REHE LK)

13



