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The Supply-side Structural Reform from the

Perspective of Political Economy
Fang Min
(School of Economics, Peking University, Beijing 100871, China)

Abstract; Deepening the supply-side structural reform has become the mainline of the whole economic work
since China entered into a new stage in its economic development. This paper analyses some basic theoretical
issues of supply-side structural reform according to the principles and method of Marxist political economy.
Firstly, the primacy of production, as well as the organic contact between production and consumption in the
social reproduction, rather than the superficial contact between supply and demand in exchange, is the
theoretical starting point of supply-side reform, which prevents economic policies from swinging between supply
management and demand management or between liberalism and interventionism. Secondly, structural
contradiction is the inner contradiction of social reproduction. Structural issues are endogenous from the
conditions for the realization of social reproduction. Besides the disorders caused by market failure,
institutional structure of production is also the reason for structural problems. Structural contradiction in
development has existed for a long time and will last long. So promoting supply-side reform will be a long-term
task rather than a short-term regulation. Thirdly, the theory of virtual capital is crucial to the distinction
between real economy and virtual economy. Whether the financial sector and real estate economy belong to
virtual economy depends on whether monetary capital and real estate capital serve the circulation process of
capital and gain from it. Supply-side structural reform also should develop the part belonging to real economy
in finance and real estate economy.

Key words: supply-side structural reform, political economics, structural contradiction, virtual economy
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