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“Price Reform Is the Key to Success or Failure of the Reform of the
Entire Economic System”
—A Study on the Transnational History of Economic Thought Concerning the

Establishment and Policy Incorporation of the Xue-Gutowski Consensus

Fan Shitao
(The Business School, Beijing Normal University, Beijing 100875, P. R. China)

Abstract: Price liberalization is one of the main challenges in transition from a planned economy to a
market economy. In 1984, the Third Plenary Session of the 12th Central Committee of the
Communist Party of China (CPC) adopted the “Decision of the Central Committee of the CPC on

”

the Reform of the Economic System, ” stating “reform of the price system is the key to success or

»

failure of the reform of the entire economic system.” This marked the first time that price
liberalization became central to the CPC Central Committee’ s reform and opening-up policy. This
paper traces the proposition that “reform of the price system is the key to success or failure of the
reform of the entire economic system” and the policy-making process, observing that as early as
September 1981, Xue Muqiao and Armin Gutowski had reached a consensus in Beijing that can be
called the “Xue-Gutowski Consensus. ” The incorporation of these two Chinese and German policy
advisers’ consensus into CPC policies relied on successful policy experiments and active discussions,
with Xue playing a major but not exclusive role. From the perspective of price liberalization
becoming central to China’ s reform policy, the construction of China’s price liberalization policy
includes efforts by Chinese Marxist economists and economic workers represented by Xue Mugqiao,
but is also inseparable from the wisdom of German social market economists like Armin Gutowski,
econometric economists like Gregory Chow, and Hungarian reformers like Marjai Jozsef. These
mutually-reinforcing factors enabled price reform to break through stereotypes and resistance and
become central to China’s policy agenda in a “new discourse” way. This paper is methodologically
significant for studies of transition and the history of economic thought. Deng Xiaoping once pointed
out: in pursuing modernization, we lack both experience and knowledge. We should have no qualms
about spending a bit more on recruiting foreigners. It doesn’ t matter whether they stay here for a
long time or a short time, or just for a single project. After being invited, they should play their role
well. They are willing to help us in our work. He called for the introduction of intelligence to be
regarded as an important strategic asset and implemented unremittingly over the long term. For this
reason China’s reforms introduced an international decision-making consultation mechanism, and the
fruitful cooperation between the Chinese and German economists Xue and Gutowski is an important
example of its effective operation. To deeply understand China’ s economic transformation, it is
necessary to deeply understand the international dimensions of China’s economic policy-making, and
more actively research the history of transnational economic thought from a global perspective.

Keywords: Deng Xiaoping; Price reform; Xue-Gutowski Consensus; Sino-German cooperation;

Transnational history of economic thought
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