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'_,n", """,.:;o.i<t _"'." WhiI< Eo" ""' ...
",,,,h l<) ",..,h ,he F.HSlJ ,n ""y _ ..I "',"" _
obo>ut ,he ..I", of <xport.ltd &",""11. p<i~.", own.
""'ip, rom",","""" '0 «I",.riooI. """""""""'"
.....1.,. - ,he..,mhc iM<irurion>l ..,.,,~ of ,he
,...o...po... "'." he d;fk.n." ~.m ,he d;lf<........
in «OIlOInO; hi"",}'. faa<>< <n<lo......"....tId _

01 «""""'" d<",Io>pmm,. o. !oo<ho .nd Woo ho""
,,«»«I.' TIlt....... -.. <l<m<n'VJ' ond pow,rful
..,,""'. "II, I"'i.."",..,., i. """"..";,, ,he WW,
...... if it ploy<d 0 ....'!in.l..,.. in ,he <on}' "'S'" of
T. iw. 0" «OIIOfIlk ,.kt<>lf.

A Comparison of Initial
Conditions

CL"k .nd L... "",k ,n d"w leo""" I""" T" ...",·,
""""..y of dI< 1951>0 ond 1%00 fo< ~FFSlJ'o «on·
...., in dI< 19'90>. 5u<h rom"";"",. ohould " ..,
b)' """l!"i>inl ,he funda II}' dH'k...... ,h"oc-
"ri"i<> of !he "'" """'5"- ", obow in T.bl< 1,
r.i...,"" b<t;.In ito «OIlOInO; ..keoff 0.0 low·i»:om<.
"".1, .,..;cuII",,1 """""",,, Mlh 56.1 p""m of
,he 'mplo>y.......' in ,he primo.,. 1.,..;cuII",0I1 ""'"
to<;.tId only ' •.9 1"'«<0' of ,he 'MpIo>y""n, ;n
rht 0f<'DI>d0.,. ot<ffIf frni.;~ ....n"b.crn~ «>n.
"n.><tN>n. utilmes), IIr <On11"0", Ea""", E...-- OM
th< Sovi<t Un;;'" l:qoo ,he ".•...moo to ,lit ...~
0.... middJ<.tnromf. "'bon. ;nd." f «<>nnm'o<o.
lh< 1<><1 of «<J<lOIIlic ""'Io>pmm, m",h hip.
"d"n in T.i....n, ,O>d!he~ of t!I< .m·
ploy......., in '11;';'11"0<",, m",11 1<" d"n t!I< p<<>
I""'"'" ;0 ;nd.".,.. Not, 'hot ,he l'<opl<~ Re,..l>
Ii< of Chino ;. 1915, " tII< ..... of Oms X;..,pO>&'
........ t<Iotms, wo. m""'"",,", in """""" to To;·
..-on ;n ,he 19j(lo 'hon F,EFS.

a..,1< ond Lo ,ho, T.;""n .............

ilr ...........-ned """"""y. bu, d". ;, o. ""';w mIt·
,;".~ I""" t!I<;, fO<IIO OIl me indu",,,1 ""'"
tot....hieh ...... ...,. u ..... 01 me 0....11 "'....
...." TI>q nt>f< 'hot ·Go n..."'..,,..ntd tn"",","
"ot<OWIt<d to< H 1"'''''''' <>I ,he .... tId·. ind."....1
P""I"'""" in 1952." bu, !hey foil '0 tIot, m.., oin«

POST-{X)MMUNIST TRANSITION

T.;...n.... "ill OIl .S'icuJ,,,,,,1 <C<HIOOIly. th< U>d....
'riol peod"";;,,, ., """Iy""'"'10 pc«<n' of GDP
in 19n.' Th." ...".ntd in<I">f'Y o«oun,«I to<
only..,...,. "., 1"' 0' ofGD~ Tht ....II.h.o<,,/
,he ...",..,."..,..j """'" ;''''''0 tnt>« m"l<<<I ;0 ""'"
of emplormm,••• Oft ""';" T.bIt 2. Th< pubJio< «c.
h .. _n,«I for only 12.1 """"'" 01 ,II< "".1 ,m·
pIo>y.....". ,,·h;1< th< p<;v". """.. Iin<l,,&;,,& 1'<>>

,n, ~1,u"l ..",..,t<d for ""'" il1.J """"'" 01
,he <mpJorrn<nt,

CA;>rtoid<, ,he v." <tiIkn;",. ;" <o<>d;rion> ;"
EU'SU.. ,he " ..,,,/ ,he I~. Tht ;nd"'17;.I"",,·
omy """"n,«I to< b<twt<n 40 1"'''''''' ,nd j~ I"~

«0, of GDP,.nd ""..lIy.1I of;, "' '" o.."..j.

M",< ;ml'O".nliy. employ...", in ,he " !If<fOf

,,~ bte...... ""'" 1\1 prt«n, 01 ,he "",I em
ploy....." (;" PoUndl ,0.toUO<I9lI p<tCt'<l' of ,he ,to

..I ;n ,II< to<m« So>i<t UtUon! Th." ,,!We ..tlUllol
!'O """"0' "/T.;....""" emplormm' ....,;" th< pri.
v.t< """"" ".,.,.".j !'O I"lO<n, ,,/ EEJ-W <mploy·""", "" .rtr.~..... in ,he " ... """" .. ,he .....
of til< ,,,",irion.

Implications of the Differing Initial
Conditions

Clotl.nd I..... ,h;'" ,hey ""'W''e< ''''k doon;.
..riooI" ...he. !hey ... it;. T.iw•• ;n ,II< 1950>,
ho' """1",,«1 wi'h EEI'SU, til< pootW., T.iw.""",
«on<>my .... o....."h<!minlly priv,.. ;n """",""ip
.nol "I'."''''''. This io empho'icolly ,,,..,,/ ,he 0.....
.11 «OIIOmy. bu, """ ,II< UHl",u,,1 """'" hod • siJ·
nili<_ ....'" of pri..te .,..",.m,ip. ,tOUO<I 40 "",.
C<fit. lboolh ..." """''''"''' ....,..,J , lo<v .-ok
;n ,he ;tId"orn.t .....,.. In '%1. ,II< .;mrl< fo« i•
m.., T.h ";11 0 po<><,.~ri.o oo:onomy....;,h
t!u: "" ...,. oeill """'ifUM,; ,he buJ~ <>I til< lobo<,_.

This ....,"'" ....., obf, oin« it w.. ,he
;"teN«."",1 toOOWl)" f""" ..,ie.I,.", ", ;nd.".,.
'ha' "",n6etI me ....11< of"... ........... in ,I>< .....11.
Ishot·;",,,,,;.. ""nul...""" 'ha' l>I<.oooomed;n T.;·
""n .P"" til< ..." of "",..-o"j..".;",t«! _II .,

fd./SIN>.5S I< THE CONTI.MI'QRJ.RY WORUl • 1 • 1996 "



SACHS ANI) JIAN

T_,' __""" 01.0<,,100>,."

~ T.fro.' x..... --A. ... c.,;.. CS, USS(_ ~..l

v... ,- "" '"' '~5> ,- '"' ,- '"' ,", ,", ,.. '"'
m '" '. '. m '0.)11 ..,"' UJO ,.~ ,..'" ,.m I.J70

B. x_.. \Lrt ... ......- (p<K<O<l

,.' "JI ". '"' ,.. "II ,m ,., '"' 1P7J lr1' ,.,
"'. V., Il.! ?l,J " " lJ.2 11.' "., ., J7.J .,
C Iaoplo,_., Qw"..,. s......1,...-1

'- ,m ,,,.
'"' "SI ,., ,"' ". '"' '"' ,," ,- '"'- m.' ." ,",' ,",I ., 11.1 'J,O ".0 ,... ".' '" 1'"

""""" 11.' 10.0 ", ,u 11.) J'.' <1.1 ,.. ., '" "' 3J",- 11.1 ... 11.2 27,0 )'.1 ., <H "" 'J.'
., ,,. 31,0

D. GVl'iGN' SIo... ..,. s...... (...-1

,-, 'v, ,., ,"' "II .., '"' "" ,m ,"' ,., ,m '"'-" 21.< Jl.l '" ,,. 2H " II.' .., "
,., ,. "......., <I.' ", ll.1 ''-' ,U ., ~

., ",, $1.0 $7.' ".
T...;,,--, ". 11.0 1'.0 '1.1 "' n. n.' ", OJ. , "' JU 1$.'

• T..............." ... ,."................ (,___ , ohm ......). ___~00<We0'""r~'"io

""'" ........",.............. 'oo.cm.- , ... ..-.,., V_ otao-.' 'W< 1......_.' ............, '1I'<k\d t.u.Io s..-.-.
..."' ...... "'"'"" SOOn....,. oru..,.; ,,,,,,' So<I\o "U. V.bl< I fo< ,m X........ C.D..I...._l&R
..... l< F"__"-' 0<>1. '. ><>I• .. l< ><>I. ,~ ' TIot ._ 1I'<k\d v.._ '"$, •_ T...... "'S,
'1I'<k\d ...... T"""'.~~ '''I, "Ch<ot, '''J. "(\« .......... J."J

oIl< ..... oI.he I'SO>. Th<,~~u ..1hin,,,bt>d 01·
f«<d, h;plr <b,,", "'pplr 01""""'8<. lil<"'"
bOor «> .......wlr o..~ ~io", Iirm~ The..
i. "'.llr "" my>l<'Y. ,he..lo«, '''P«l...........;"
"""" ....d< br CI..~.O<I 1.->.. ,~" ..,..."". ",m.
""'.. ,bI< '0 V"'" .p.~ ,he ".~
>«tn. Tb< "'" >«to< bod "",he, domino",
....igI, in ...!>lor"""I! 110'I in <>1'i<>1 b......~
hn ,h" would bo.. ""...... ,he ..... !<Ct<W 'u ,,;11<
,he d<v<Iopm<n' 01 ,he "".." """"" Nox ...... ,I><
" ....<<<ox '" brg<"" j,><ll ,ho, il mr<'I<,><d .. on'
<i<fm,,,, ""hi", rm."",,", T.;....n. O"k ,n<l Lorn

~ ,he on<f6cimcy 01 d.. T.; " ...
>«tor._;~ oh.l, """r "... ,m,,,,",,, , _
'r ,un.n<l "'fIi<",n,· (p, "II. 1....~ ;;
,~" ,~,....flic..n<y did de",t>;I;.. ,he of
,be """"""'Y. """.Iy b«> ,he ..." """" ..
fI>Od<.. in propo<rion «> ,he ""moll .."..,..,y.

Now con~<i<f ,h< <ond;'iun> ;" F.l'J->lJ. 10
,~;; " ... ,I...... no ll@1i<.h""I","",u ,bo,<.n
b< .be """'" 01 &'ClWth for ,he n<W """ " "".

lO< In Ia«." ,I>< """of ,,,n~,",,,, ,he.. ;, o;"...Uy
"" ........ott """" who,..,..., ,~., ""n b<. ""''''''
01 _~f". "-po,,I, .... lon<lloo- <l.< n<w """...."

~N~ "" TI'•. CONTI.MPONANV WQRU> • \ •• 996
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