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Choice and Innovation: A Survey of the Sinicization of

Western Economic Theories in Modern China
CHENG Lin® ZHANG Shen” and CHEN Xudong®

(‘a: School of Economics Shanghai University of Finance and Economics;
b: Institute of Economics Shanghai Academy of Social Science;
c: Institute for Advanced Research Shanghai University of Finance and Economics)
Summary: The sinicization of western economic theories is the selective and critical application of western economic
theories to China’s real economic problems. The creative transformation and innovative development of western economics
lead to economic theories with Chinese characteristics that enrich modern economic theories. The process of sinicization is a
natural outcome of China turning its attention to its own transformation and development after absorbing foreign economic
theories. A survey of the sinicization of western economic theories in modern China ( from 1840 to 1949) not only is
conducive to the systematic organization of economic theories with Chinese characteristics in history but also could lead to
further exploration of the specific path of the sinicization of western economic theories providing historical references for the
development and improvement of a socialist economic theory system with Chinese characteristics.

The sinicization of western economic theories proceeds in four steps: selection adaptation development and
innovation. With greater dissemination growing demand and knowledge improvement this process has advanced by
establishing goals achieving academic sophistication and producing results. First modermn Chinese scholars tried to
understand the inherent logic and scope of application of different western economic theories and schools. Then considering
China’s actual conditions Chinese academics made judgments on the relevancy of these theories. This was reflected in such
debates as “Is the Historical School more progressive than the Classical School?” and “Should the Chinese economy be
based on agriculture or industry?” The study of western economic theories enabled scholars to adapt existing theories to
solve China’s problems and restructure Chinas economic system. This was a common phenomenon in modern China
especially in the development of its fiscal and financial systems. At a deeper level of sinicization scholars also developed
original theories. In modern China economic students returning from overseas made outstanding contributions such as Fan
Hongs complementary comment on the Fisher equation Wu Daye’s discussion of economic inflation and Liu Dazhong’s
explorations in econometrics. The highest level of sinicization was seen in the “Chinese Schools of Economics”. These
emerged in the 1930s and formed a consensus in the 1940s. During this period Wang Yaman Ma Yinchu and other
scholars studied the necessity definition and system of Chinese schools of economics. Original achievements were also
made in fields such as the history of Chinese economic thought China’s industrialization and development economics and
the economics of people’s livelihood.

This progress proved that the sinicization of western economic theories in modern China not only held true logically but
also left traces in history. Based on an extensive collection of historical materials and case studies and with a focus on the
progressive pattern of the sinicization of western economic theories in modern times this paper systematically reviews
modern Chinese scholars” theoretical explorations of sinicization that were based on the study and application of western
economic theories to promote economic development in China. This progression resulted in sinicized theories through
selection adaptation development and innovation. The efforts of these modern scholars not only promoted the analysis and
transformation of China’s macro and micro economy but also made theoretical contributions to economics.

Finally this paper argues that the cognition and requirement for the study of western economic theories should not be limited to
“how to use it properly” and “how to use it well ” but should also consider Chinas economic reforms and developments to establish
a system of economics that systematically summarizes the Chinese experience and seeks breakthroughs in basic theories or even a
brand-new Chinese paradigm. This conclusion deserves attention of contemporary Chinese economists.

Keywords: Sinicization of Western Economic Theories; Chinese Schools of Economics; Choice and Innovation
JEL Classification: B10 B20
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