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This paper describes the course and effect of China’s opening up during the past 70 years. First of all, it reviews
the large—scale introduction and the modern industrial system formation in the first 30 years, and points out that “clos-
ing the door to the outside world” was not the mainstream idea and practice at that time. Next, it analyzes the all-
round opening and development in the past 40 years, including the effectiveness and importance of opening up for de-
velopment. The third part focuses on the analysis of why the gradual opening mode should be adopted. The key factors
are the influence of the factor endowment, the reform process and the opening policy in different stages on the opening
pattern. The fourth part discusses the questions and controversies in the process of opening up, including rationality of
export earnings dominated by processing fees, the earnings of China’s participation in the global division system, the
existence of the “forced technology transfer” policy, and foreign enterprises crowed—out of the domestic. The fifth part
illustrates the role of opening up to promote reform, including create institutional demand , institutional supply,and pro-
mote legal construction. The last part predicts the possible trend of opening up in the future. From the perspective of
domestic and foreign situation conversion, the characteristics of China’s opening up will turn to horizontal division of

labor, neutral opening and institutional opening.
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This paper proposes a structural estimation framework that simultaneously estimates substitution elasticity (mark-
up) , output elasticity of factor, firm heterogeneity (including productivity) and resource allocation efficiency , and at-
tempts to promote the resource allocation literature toward the direction of “micro” development. Using the data of

China’s manufacturing enterprises from 1998 to 2013, the estimates in this paper show that the improvement of Chi-
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