
Theoretical and Practical Research in Economic Field 

 

 

 

  

 

A
S

E
R

S
 

 
heoretical and Practical Research 
in Economic Fields 

Biannually 
Volume XIV 

Issue 2(28) 

Winter 2023 

 

ISSN 2068 – 7710 
Journal DOI 

https://doi.org/10.14505/tpref 
 

A
S

E
R

S
 

T 

 



 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

Table of Contents 
 

1 
Philosophical Discourses on Economic Governance: An African 
Perspectives 
Emerson Abraham JACKSON 

207 

2 
Role of Legal Certainty in Providing Economic Security: Ukraine’s 
Experience 
Hanna OSTAPENKO 

215 

3 
Does Economic Literacy Affect Inflation Expectations? An Experimental 
Survey Approach 
Irfan Ali KC 

223 

4 

Payment for Non-Standard Forms of Labor and their Impact on the 
Economy and Social Status of Employees 
Oleg YAROSHENKO, Оlena LUTSENKO, Nataliia MELNYCHUK,  
Ivan ZHYGALKIN, Oleksandr DEMENKO 

233 

5 

Environmental Concerns, Sustainable Consumption, and COVID-19 Fear in 
Online Consumers: A Research Exploration 
Wong Ming WONG, Mingjing QU, Chanidapha NUNUALVUTTIWONG, 
Kobkullaya NGAMCHAROENMONGKHON 

246 

6 

Exploring the Influence Dynamism of Economic Factors on Fluctuation of 
Exchange Rate - An Empirical Investigation for India Using ARDL Model 
Sathish PACHIYAPPAN, Ananya JAIN,  
V John Paul RAJ, Saravanan VELLAIYAN  

258 

7 
The Impact of Corruption on the Economic Security of the State 
Anatoly MAZARAKI, Tetiana MELNYK, Lyudmila SEROVA 

269 

8 
The Process of Economic Transition from Central Planning to a Market 
Economy: The Former Soviet Union Countries vs China 
Aleksandar VASILEV  

283 

9 
G. Boole, Not J. M. Keynes, Is the Founder of the Logical Approach to 
Probability 
Michael BRADY 

288 

10 
Did the Economic Reforms Change the Macroeconomic Drivers of the 
Indian Economy in the Post-Reform Era? An ARDL Bounds Test Approach 
Pujari Sudharsana REDDY, Chaya BAGRECHA, Muthu Gopala KRISHNAN 

295 

11 
YouTube as a Source of Information for Agribusiness: Audience 
Perspective and Content Video Analysis 
Desak Dwi Asthri CAHYANI, Gede Mekse Korri ARISENA  

317 

12 

Features of Reforming Economic Legislation in the Conditions of Russian 
Aggression: Theoretical and Legal Aspects 
Anatolii SHEVCHENKO, Serhiy VYKHRYST, Iuliia OSTAPENKO,  
Svitlana BOBROVNYK, Oleksandr LOSHCHYKHIN 

326 

 

Winter 2016 
 

Volume XIV 
Issue 2(28) 
Winter 2023 

 
Editor in Chief 

 

PhD Laura UNGUREANU 
Spiru Haret University, Romania 

Editorial Advisory Board  
 

Aleksandar Vasilev 
International Business School, University 
of Lincoln, UK  
Germán Martinez Prats 
Juárez Autonomous University of 
Tabasco, Mexic  
Alessandro Morselli 
University of Rome Sapienza, Italy  

The Kien Nguyen 
Vietnam National University, Vietnam  

Emerson Abraham Jackson 
Bank of Sierra Leone, Sierra Leone  

Tamara Todorova 
American University in Bulgaria, Bulgaria 

Fatoki Olawale Olufunso 
University of Limpopo, South Africa  

Mădălina Constantinescu 
Spiru Haret University, Romania  

Esmaeil Ebadi 
Gulf University for Science and 
Technology, Kuwait  

Alessandro Saccal 
Independent researcher, Italy  

Lesia Kucher 
Lviv Polytechnic National University, 
Ukraine  

Hardy Hanappi 
VIPER - Vienna Institute for Political 
Economy Research, Austria  

Philippe Boyer 
Académie d’Agriculture de France, France 

Malika Neifar 
University of Sfax, Tunisia 

Nazaré da Costa Cabral 
Center for Research in European, 
Economic, Financial and Tax Law of the 
University of Lisbon, Portugal  

Jumadil Saputra 
University of Malaysia Terengganu, 
Malaysia   

Michael Emmett Brady 
California State University, United States 

Mina Fanea-Ivanovici 
Bucharest University of Economic Studies, 
Romania  

Bakhyt Altynbassov 
University of Bristol, United Kingdom 

Theodore Metaxas 
University of Thessaly, Greece 

Elia Fiorenza 
University of Calabria, Italy  

 

ASERS Publishing 
http://www.asers.eu/asers-publishing 
ISSN 2068 – 7710 
Journal's Issue DOI:  
https://doi.org/10.14505/tpref.v14.1(27).00 
 

 

 

 

 

 

 

 

 

 

mailto:avasilev@lincoln.ac.uk
mailto:germanmtzprats@hotmail.com
mailto:alessandro.morselli@uniroma1.it
mailto:thekien.csead@gmail.com
mailto:ejackson@bsl.gov.sl
mailto:ttodorova@aubg.bg
mailto:olawale.fatoki@ul.ac.za
mailto:madalina.constantinescu@spiruharet.ro
mailto:ebadi.e@gust.edu.kw
mailto:saccal.alessandro@gmail.com
mailto:kucher_lesya@ukr.net
https://en.wikipedia.org/wiki/Hardy_Hanappi
mailto:pboyer845@gmail.com
mailto:cideeff@fd.ulisboa.pt
mailto:jumadil.saputra@umt.edu.my
mailto:mebrady@csudh.edu
mailto:mina.ivanovici@economie.ase.ro
mailto:altynbasov@yandex.ry
mailto:metaxas@uth.gr
mailto:elia.fiorenza@unical.it


 
 

 
 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

13 
An Empirical Study on developing the Tourism Potentials of Fairs and 
Festivals in Odisha in India  
Rojalin MOHANTY, Ansuman SAMAL 

335 

14 
The Relationship between Environmental, Social, Governance, and Export 
Performance in Manufacturing Companies: A Literature Review 
Yan Li, Jilian Li 

345 

15 

COVID-19 Pandemic and Foreign Trade Behavior in the Democratic 
Republic of Congo: A Non-Parametric Test Approach by Comparison of 
Means 
Yannick LUBONGO MBILU, Logas LOWENGA KOYAMODJA,  
Junior KANA KIWE, Oscar MUDIANDAMBU KITADI,  
Angel NGOYA KALENDA, Floribert NTUNGILA NKAMA 

357 

16 
Inflation Persistence and Implications for the Euro Area 
Rajmund MIRDALA 

364 

17 

Using Markunsen’s Typology as a Starting Point to Examine the Case of 
the Center for Defense Space and Security Cluster: The State-Anchor Type 
of Cluster  
Vasileios KYRIAZIS, Theodore METAXAS 

378 

18 
Stock Market Performance during COVID-19 Pandemic: A Systematic 
Literature Review 
Pingkan Mayosi FITRIANA, Jumadil SAPUTRA, Zairihan Abdul HALIM 

393 

19 

Modern Approaches to Reforms in the Economy: Performance 
Measurement Development in the Armed Forces of Ukraine 
Vadym PAKHOLCHUK, Kira HORIACHEVA,  
Yuliia TURCHENKO, Oles KOVAL 

407 

20 

The Moderating Effect of Digitalization on the Relationship between 
Corruption and Domestic Resource Mobilization: Evidence from 
Developing Countries 
Talatu JALLOH, Emerson A. JACKSON 

423 

21 
Marketing Audit as a Tool for Assessing Business Performance 
Iryna FESHCHUR, Nataliia HURZHYI, Yuliia KUZMINSKA,  
Olena DANCHENKO, Yuliia HORIASHCHENKO 

438 

22 
A Review and Comparative Analysis of Digital Literacy Frameworks – 
Where Are We Heading and Why? 
Yoo-Taek LEE, Mina FANEA-IVANOVICI 

457 

23 

Management Accounting of Payment Risks of Online Trade during Military 
Operations 
Maksym SEMENIKHIN, Olena FOMINA,  
Oksana AKSYONOVA, Alona KHMELIUK 

473 

24 

Did Russia's Invasion of Ukraine Induce Herding Behavior in Indian Stock 

Market? 

Tabassum KHAN, Natchimuthu NATCHIMUTHU, Krishna TA  
484 

 
Editor in Chief 

 

PhD Laura UNGUREANU 
Spiru Haret University, Romania 

Editorial Advisory Board  
 

Aleksandar Vasilev 
International Business School, University 
of Lincoln, UK  
Germán Martinez Prats 
Juárez Autonomous University of 
Tabasco, Mexic  
Alessandro Morselli 
University of Rome Sapienza, Italy  

The Kien Nguyen 
Vietnam National University, Vietnam  

Emerson Abraham Jackson 
Bank of Sierra Leone, Sierra Leone  

Tamara Todorova 
American University in Bulgaria, Bulgaria 

Fatoki Olawale Olufunso 
University of Limpopo, South Africa  

Mădălina Constantinescu 
Spiru Haret University, Romania  

Esmaeil Ebadi 
Gulf University for Science and 
Technology, Kuwait  

Alessandro Saccal 
Independent researcher, Italy  

Lesia Kucher 
Lviv Polytechnic National University, 
Ukraine  

Hardy Hanappi 
VIPER - Vienna Institute for Political 
Economy Research, Austria  

Philippe Boyer 
Académie d’Agriculture de France, France 

Malika Neifar 
University of Sfax, Tunisia 

Nazaré da Costa Cabral 
Center for Research in European, 
Economic, Financial and Tax Law of the 
University of Lisbon, Portugal  

Jumadil Saputra 
University of Malaysia Terengganu, 
Malaysia   

Michael Emmett Brady 
California State University, United States 

Mina Fanea-Ivanovici 
Bucharest University of Economic Studies, 
Romania  

Bakhyt Altynbassov 
University of Bristol, United Kingdom 

Theodore Metaxas 
University of Thessaly, Greece 

Elia Fiorenza 
University of Calabria, Italy  

 

ASERS Publishing 
http://www.asers.eu/asers-publishing 
ISSN 2068 – 7710 
Journal's Issue DOI:  
https://doi.org/10.14505/tpref.v14.1(27).00 
 

 

 
 

Volume XIV 
Issue 2(28) 
Winter 2023 

mailto:avasilev@lincoln.ac.uk
mailto:germanmtzprats@hotmail.com
mailto:alessandro.morselli@uniroma1.it
mailto:thekien.csead@gmail.com
mailto:ejackson@bsl.gov.sl
mailto:ttodorova@aubg.bg
mailto:olawale.fatoki@ul.ac.za
mailto:madalina.constantinescu@spiruharet.ro
mailto:ebadi.e@gust.edu.kw
mailto:saccal.alessandro@gmail.com
mailto:kucher_lesya@ukr.net
https://en.wikipedia.org/wiki/Hardy_Hanappi
mailto:pboyer845@gmail.com
mailto:cideeff@fd.ulisboa.pt
mailto:jumadil.saputra@umt.edu.my
mailto:mebrady@csudh.edu
mailto:mina.ivanovici@economie.ase.ro
mailto:altynbasov@yandex.ry
mailto:metaxas@uth.gr
mailto:elia.fiorenza@unical.it


 
 

 
 

 

 

 

 

 

 

 

 

 

 
 

Many economists today are concerned by the proliferation of journals and the concomitant labyrinth of 
research to be conquered in order to reach the specific information they require. To combat this tendency, 
Theoretical and Practical Research in Economic Fields has been conceived and designed outside 
the realm of the traditional economics journal. It consists of concise communications that provide a means 
of rapid and efficient dissemination of new results, models, and methods in all fields of economic 
research.  

Theoretical and Practical Research in Economic Fields publishes original articles in all 
branches of economics – theoretical and practical, abstract, and applied, providing wide-ranging 
coverage across the subject area. 

Journal promotes research that aim at the unification of the theoretical-quantitative and the 
empirical-quantitative approach to economic problems and that are penetrated by constructive and 
rigorous thinking. It explores a unique range of topics from the frontier of theoretical developments in 
many new and important areas, to research on current and applied economic problems, to 
methodologically innovative, theoretical, and applied studies in economics. The interaction between 
practical work and economic policy is an important feature of the journal. 

Theoretical and Practical Research in Economic Fields is indexed in SCOPUS, RePEC, 
ProQuest, Cabell Directories and CEEOL databases. 

The primary aim of the Journal has been and remains the provision of a forum for the dissemination 
of a variety of international issues, practical research, and other matters of interest to researchers and 
practitioners in a diversity of subject areas linked to the broad theme of economic sciences. 

At the same time, the journal encourages the interdisciplinary approach within the economic 
sciences, this being a challenge for all researchers.  

The advisory board of the journal includes distinguished scholars who have fruitfully straddled 
disciplinary boundaries in their academic research. 

All the papers will be first considered by the Editors for general relevance, originality, and 
significance. If accepted for review, papers will then be subject to double blind peer review.  

 
 
 
 
 
Deadline for submission of proposals:   20th May 2024 
 
Expected publication date:  June 2024 
 
Website:      http://journals.aserspublishing.eu/tpref 
 
E-mail:     tpref@aserspublishing.eu 
 

To prepare your paper for submission, please see full author guidelines in the following file: 
TPREF_Full_Paper_Template.docx, on our site.  
 

 

Call for Papers 
Volume XV, Issue 1(29), Summer 2024 

Theoretical and Practical Research in Economic Fields 

http://www.ceeol.org/
http://journals.aserspublishing.eu/tpref
mailto:tpref@aserspublishing.eu
http://www.asers.eu/asers_files/tpref/TPREF_Full_PaperTemplate.doc


Theoretical and Practical Research in Economic Fields 
 

283 

 

 

 

 

 

 

 
 

The Process of Economic Transition from Central Planning to a Market Economy: 
The Former Soviet Union Countries vs China 

 

Aleksandar VASILEV  
Lincoln International Business School, University of Lincoln, UK  

ORCID: 0000-0002-3956-6314; Researcher ID: ADZ-7753-2022 
 avasilev@lincoln.ac.uk  

 

Article info: Received 9 August 2023; Received in revised form 15 September 2023; Accepted for publication 20 September 
2023; Published 20 December 2023. Copyright© 2023 The Author(s). Published by ASERS Publishing. This is an open 
access article under the CC-BY 4.0 license.  

Abstract: This paper discusses the starting economic, social and political conditions of market-oriented reforms 
in the former Soviet Union countries and Eastern Europe and compares those to China. In addition, the pace of 
reforms and their sequencing, as well as their economic and political determinants, are also analyzed. The 
chapter then proceeds to evaluate the results of reforms in economic and social terms and compares and 
contrasts the current economic systems in China and in the successor countries of the former USSR. Finally, 
differences between successor countries of the former USSR in their reform strategies and outcomes are also 
pointed out, concluding with the forthcoming economic and social challenges in China and successor countries of 
the former USSR.  

Keywords: economic transition experience; former Soviet Union; Eastern Europe; China. 

JEL Classification: P27; P51; P52.  

Introduction  

This paper discusses the starting economic, social and political conditions of market-oriented reforms in the 
former Soviet Union countries and Eastern Europe and compares those to China. This is an important novelty, as 
this distinction is rarely pointed out in the literature and is thus emphasized here. In addition, the pace of reforms 
and their sequencing, as well as their economic and political determinants, are also analyzed from a 
contemporary perspective, thus providing an opportunity for more recent re-evaluation of past events. The paper 
then proceeds to evaluate the results of reforms in economic and social terms and compares and contrasts the 
current economic systems in China and in the successor countries of the former USSR. Finally, differences 
between successor countries of the former USSR in their reform strategies and outcomes are also pointed out, 
concluding with the forthcoming economic and social challenges in China and successor countries of the former 
USSR.  

The Process of Economic Transition from Central Planning to a Market Economy. USSR vs China 

The process of transition, or transformation-, from central planning to a market economy in the countries of 
Central and Eastern Europe and former Soviet Union (CEE/fSU) started in the 1980-90s. However, around that 
time, the two groups - China and CEE/fSU countries - were at different stages of development: Russia was 
already semi-developed, with well-developed education and healthcare system, and social security programs. 
More specifically, Russia started centrally planning after WWI: The initial plan (1918-21) failed, and caused 
famine, and massive resistance of peasants. Next, the New Economic Plan (NEP) introduced some market 
principles in agriculture and enterprise management, but Stalin's collectivization undid those positive effect: there 
were shortages, in some sectors, budget constrains were soft, and subsidies were extended to cover losses. In 
turn, that led to perverse incentives, and managers were always asking for subsidies. In addition, the collective 
property rights were bad for investment, and led to thefts and mismanagement. Overall, the system was not 
sustainable, and had to move to democracy, market-based economy, and macroeconomic equilibrium. 
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Furthermore, hard budget constraints had to be implemented, and prudent policies to be put in place, such as 
price liberalization, opening to trade, targeted welfare system, and privatization. 

In contrast, China had a different experience before 1980s. China was in decline in the 30s, then Mao's 
collectivization policies (1958-59) led to another collapse; the cultural revolution 1966-71 was also devastating for 
the economy. After Mao's death, Deng Xiao Ping initiated a series of reforms in 1978: the household responsibility 
system, de-collectivization, dissolution of communes, turning land to private hands, and implementing dual pricing 
– which meant that some of the output was sold at pre-set prices, while the rest was sold on the market. This was 
very important, as agricultural output constituted more than 50% of the Chinese GDP. So, China had only started 
to industrialize in 1990, while Russia was already over-industrialized. Another stark contrast to Russia was that 
China had a labor reserve in rural areas, while this process has already been exhausted in Russia. 

In addition, China kept its institutions during the process of transition, which added to the credibility of the 
economic reforms. On the other hand, there were no large political changes, as the Chinese Communist Party 
was very much against any major democratic reforms. In some way they were maybe right, as the democratic 
regime was viewed as weakening of the state. In hindsight, however, Stiglitz's advice to CEE/fSU countries in the 
1990s to follow the Chinese gradualism approach was not correct, as China had a shock collectivization and 
industrialization earlier, which required radical de-collectivization later. As pointed by by Dabrowski (2014), there 
were 3 major differences in initial conditions: (1) the level of economic development and industrialization at the 
beginning of the transition; (2) social policy and social services, and (3) the difference in political environment. We 
will discuss each in turn. 

At the start of the transition period 1989-91, most of the CEE/fSU countries had 20-50 times higher GDP 
per capita (in PPP constant $) than China in 1980, when the transition in China started (Dabrowski 2014, WDI 
2023). The CEE/fSU countries were already middle-income countries, while China was lagging behind. Even in 
1990, after 10 years of Chinese transition, China is significantly behind even the worst FSU/CEE country, and 
one-tenth that of Russia (Dabrowski, 2014). In terms of the structure of the industry, the state-owned industry was 
non-competitive in both China and CEE/fSU, but China was under industrialized, while CEE/fSU countries was 
already over-industrialized. Another important difference was that the latter were also overmilitarized: China's 
military spending was a mere 2.7 % of GDP, relative to that in Russia (17.5%), Romania (4.8%), Hungary (3.1%), 
Poland (1.9%), as quoted in Dabrowski (2014). Of course, that spending was at the expense of consumption and 
investment goods. The difference becomes even larger when one controls for the size of each country. 

That was because in 1980, agriculture (based on manual labor) made the majority of Chinese GDP, while 
in CEE/fSU countries that was manufacturing, and agriculture was largely mechanized, but not effective, and very 
energy intensive. This higher energy intensity was just one of the examples of higher distortions present in 
CEE/fSU countries, as compared to China. Chinese labor productivity was low, but once the food supply for the 
nation has been secured, there was an army of labor that could be redirected to the urban areas, where the new 
plants were being built. In contrast, CEE/fSU countries were operating at zero unemployment, and enterprises 
were overstaffed; CEE/fSU countries were industrialized, but also collective. That made industry unproductive, 
and often the value of output was less than the value of inputs. It was then not a surprise that output declined in 
the initial years of transition, as those countries had to downsize, and lay off workers, who remained unemployed 
ever after. There was also use of old machinery, the plan did not account for replacement parts, for amortization, 
and that deliveries of spare parts did not arrive on time. 

In contrast, China in the 1980s had already dissolved the communes, and Chinese agriculture was already 
private. This is very important, as private ownership utilizes the profit motive, and productivity improvement 
considerations, which are central in achieving economic growth. Thus, agricultural output in China increases 
(while it was collapsing in CEE/fSU), while there was less need for labor/employment, which led to the release of 
this surplus labor to urban areas. China used the surplus labor from agriculture for manufacturing, together with 
the high savings that were channeled into capital investment in the manufacturing sector. Such a self-financed 
model was not available in Europe, where CEE/fSU had to borrow/privatize to obtain modern capital in 
manufacturing. In addition, in China, it was easy to start a business initiative, mostly through a quasi-market 
arrangement (town enterprises), where the town set up an enterprise, but then left to the people to manage it in a 
market environment, based on market principles. 

Another major difference between CEE/fSU countries and China was the huge differences in social policy 
and the provision of public goods. In China only public employees, or 20% of population, were eligible for a 
pension. This was also the case in CEE/fSU before the Communist regime took over, which forced a move 
towards a solidarity model, e.g., a universal old-age pension has been in place since the 1950s. Same held for 
universal health insurance, and universal unemployment insurance, injury-at-work insurance, maternity leave, etc. 
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In other words, CEE/fSU countries had a social safety net that was very similar to that in Western Europe. 
However, when the state was doing the saving for the population, private saving rate decreased a lot. In contrast, 
China had a very high private saving rate, which was then used to finance the investment rate for the 
industrialization stage. In addition, the burden of social expenditure in China was low, while it was and too high in 
CEE. In addition, there was no or low social regulation in China. Lastly, health and education services in China 
were also poor. 

On the political front, there were also major differences between CEE/fSU countries and China. In 
particular, in the last years of communism central governments in CEE/fSU were not able to use coercive force - 
overall, the command system was collapsing, there was widespread lack of discipline, theft, central plans were 
becoming quite unrealistic, managers were cooking the books, etc. In contrast, China was able to keep 
selectively certain parts of the command system (a planning bureau still exists to this day). In addition, the Chine 
Communist party is still the monopoly party in China, while in CEE/fSU countries the regime collapsed, and 
brought democracy. Overall, there was much higher demand for democratization, relative to China, where a 
potential democratic revolution in 1989 was suppressed by force by the Communist party. Those completely 
different political environments also determined the differences in the transition experiences of China vs CEE/fSU. 

In CEE/FSU countries there was still need for unpopular structural reform – they had to cut spending, 
which was always resisted. There was also over-staffing in public enterprises, where the high wage bill at the 
expense of modern machines in hospitals and lack of PCs in schools. In addition, there was a demographic crisis, 
as many left once borders were open, while among those who remained, many were unwilling to have children 
during times of uncertainty. In addition, there was a huge economic cost of de-collectivization and restitution of 
land rights to previous private owners. Plot sizes were small to justify tractor purchase, neighbors did not trust 
one another to enter a new collective and buy jointly a tractor to be used by the whole village. There were no 
such problems in China. 

Next, the CEE/fSU countries had to secure macroeconomic stability – again, it was easy for China, as 
there was no social contract, and no obligation for solidarity model implementation. On the other hand, building a 
market economy was not the option under the authoritarian regime; instead, planning offices were using complex 
math models to avoid the use of prices, or use “shadow” or administrative prices. 

In China, the market model was introduced despite the presence of a Communist party, and at the cost of 
repression. Overall, gradualism worked for China, but was not an option (or was less promising in the “best 
scenario”) for FSE due to government’s inability of fine tuning – with the quick change of governments, with policy 
reversals (e.g., in Bulgaria during the first years), with the lack of basic public goods like electricity (power cuts), 
bread, and toiletries. Due to the lack of petrol, governments could not provide law and order, there were bandits 
and racketeers, as well as mafia-like structures in the underworld. In addition, gradualism was the platform of 
market socialist parties, which were “reformed communists,” or the third way – which ended up being a 
disappointing experience generally, as there was no clear path of reforms. The other, a radical approach (“shock 
therapy,” or “cold turkey”) called for comprehensive reform and irreversible move to a market economy. Indeed, 
20 years after the transition started, fast reformers did better than gradualists: early reformers recovered the initial 
output loss earlier, implemented important structural reforms, liberalized prices and achieved macroeconomic 
equilibrium faster. 

The Chinese experience was different, though. China went for very gradual reforms, with experiments at 
regional level, e.g., the special economic zones that were established in the West regions, which attracted foreign 
direct investment, at the expense of the rural East which remained underdeveloped. This regional disparity is still 
present nowadays, while in CEE/fSU countries income distribution is much more equitable, and the prevalence of 
poverty is lower. In addition, China introduced dual pricing regime, under which enterprises also could send some 
output on market-based principles. This was until 84, followed by stage II of reforms (84-93), which included 
decentralization, regional leadership, regional market experiments. One such experiment was the township and 
village enterprises, where municipalities creating enterprises, but very quickly became quasi-private. Next, during 
1993-05, China unified its exchange rate, introduced current account convertibility, liberalized trade, joined WTO, 
and implemented large-scale privatization of industry and financial sector. By 2005, it was an emerging economy, 
integrated with the rest of the world. However, it still had some capital controls, and also continues to subsidize 
the state banks and state enterprises. Furthermore, the relative laxity of fiscal and monetary policy led to the 
credit and real estate bubble. In addition, there was a public investment boom as a response to the recent 
financial crisis, which was a government policy to boost aggregate demand. As a result, investment in China 
reached 50% of GDP, and led to a lot of irrational projects being pursued and resulted in a lot of toxic assets in 
the financial system. Also, for a long time the world community protested against the intentionally under-
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apppreciated Chinese currency renminbi (RMB), which allowed China to accumulate international reserves, which 
were invested in the US treasuries, and additionally fueled the crisis in the US in 2008. 

The weak currency, and the low labor costs are behind the export led strategy followed by China, which is 
now the biggest world manufacturing exporter, and also due to the current-account surpluses – the biggest world 
creditor. As of 2010, more than 70% of Chinese GDP is from the private sector, and poverty has been massively 
reduced since the 1990s. Overall, macro equilibrium is achieved, but social programs are largely missing. In 
addition, the development of a middle class leads to an increase in labor costs, and the appreciation of the 
renminbi puts a break on export growth. In urban areas there is lack of space, which leads to spread of diseases 
(like with COVID-19), and air pollution is a problem due to the dirty production methods used in manufacturing. 
Lastly, there are problems with human rights (recent unrest in Hong Kong and Taiwan), the demographic crisis 
due to one child policy (which was recently abolished) – all put a break on extensive growth, growth rates start to 
decrease, and there are no more labor reserves. 

By 2000, the transition was largely completed, with the majority of output (60-80% GDP) being produced 
in the private sector in most of the countries. [Notable exception are Uzbekistan (45%), Turkmenistan (25%), and 
Belarus (20 %).] Most of those countries are open for trade and financial flows. Still, some market distortions still 
persist, and there are governance issues with the rule of law and the quality of the institutions, namely non-
banking financial sector, infrastructure, competition policies, enterprise restructuring, and enforcement of property 
rights. Overall, fast (early) reformers outperform gradualists, and early reformers recovered faster from the initial 
output drop in the 1990s. Next, sequencing, timing and pacing of reforms were crucial: macro-stability was 
achieved fast, while liberalization can be gradual. Inflation was put under control, thanks to the prudent fiscal 
policy has been put in place, and the implementation of hard budget constraints, rapid and en masse 
privatization, deregulations for new firms, restitution of land. Externally, the Balance-of-Payments was put under 
control, often with the help of the stabilization programs of IMF, structural loans from World Bank, accession to 
WTO. The EU accession brought economic growth through trade integration. All those were complemented by the 
global boom until the financial crisis (2008-10), and there has been a delayed recovery afterwards, which showed 
the need for more integration, improve business climate and governance. At the same time, targeted welfare 
programs need to be in place to support the socially weak layers of the population. To this day, West Balkans and 
CIS countries are still problematic, as well as Ukraine and Belarus. Russia has regressed substantially, due to the 
volatile oil prices, and the inflationary pressures. As a group, the CEE/fSU counties have increase in importance, 
but their total output still makes less than 10 percent of global GDP, and 3 % is due to Russian oil, followed by 
Poland with 2.9% (Dabrowski 2014). Only time will tell if this trend will continue in the future. 

Conclusions and Further Research  

This paper aimed to reignite the discussion on the starting economic, social and political conditions of market-
oriented reforms in the former Soviet Union countries and Eastern Europe in comparison to those in China. This 
is an important contribution, as this distinction in the stage of development is rarely pointed out in the literature, 
and was thus particularly emphasized here. In addition, the pace of reforms and their sequencing, as well as their 
economic and political determinants, were also analyzed from a contemporary perspective, giving the readers 
another opportunity to re-evaluate and reflect on those past events. The paper then proceeded to assess the 
results of reforms in economic and social terms and compared and contrasted the current economic systems in 
China and in the successor countries of the former USSR. Finally, differences between successor countries of the 
former USSR in their reform strategies and outcomes were also pointed out, concluding with the forthcoming 
economic and social challenges in China and successor countries of the former USSR. Clearly, there is much 
need for further research work to be done on those issues. 
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