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Review Article

The Extended Debate about Economic Reform in China

THEODOR BERGMANN

Historical experience has shown that there are distinct phases in socio-
economic transformation after a revolution like those in Russia in 1917 or
in China in 1949. Both economies were mainly based on agriculture at that
specific point in time. Economic development thus implied primary accu-
mulation, construction of a modern technical and cultural infrastructure
(railways, roads, schools, universities, hospitals, social security system etc.)
as foundations of industrialisation - development in all fields of society and
economy in order to catch up with developed countries. This phase neces-
sarily called for a high share of investment and a low share of consumption
in the GNP. But the policy of asking the consumers, who, after all, are the
producers, too, to forsake consumption and accept a very slow improve-
ment in their standard of living, can become dangerous for development
itself, if this policy is too hard and lasts for too long. In this case people will
be alienated and try to flee from the official planned economy into some
type of shadow economy.

This first phase should therefore be as short as possible and be followed
by a second phase, during which the demands and needs of the producers-
consumers are taken as the main target of economic strategy: more con-
sumer goods (in the broadest sense, including housing, transportation, edu-
cation, social services). However, due to bureaucratisation of the planning
machinery and the solidification of certain pseudo-Marxist ,.theories®, the
transition from the first to the second phase of planned economic develop-
ment was delayed both in Russia and in the People’s Republic of China. A
real, sovereign representation of the demands of workers and peasants vis a
vis the planning authorities was entirely missing. Trade unions had lost their
independence and had become tools of state administration with the entirely
dishonest argument that, after a revolution, different, let alone contradictory
interests, social groups or classes with their specific demands no longer
exist.
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Wage policies, too, have to be seen and understood in the context of
primary accumulation and extreme scarcity of all consumer goods. Thus,
"war communism" is in fact equality in poverty, realised by rationing and
distribution of scarce food and commodities. "Theory" soothes this poverty
as "communism" and as the ideal form of future equal distribution of all
goods and services. When initial poverty and economic monostructure are
overcome, new factories are built and production is diversified, the primary
equality is abolished and a controlled, limited differentiation of income is
desirable.

Planning in both the Soviet and Chinese economies became unrealistic.
Precise quantitative, physical goals were set, ignoring the gestation time
necessary for any production, be it food, steel plants, bridges or housing.
Stalin ordered the first five-year plan to be implemented in four years. And
Mao Zedong in 1956 ordered a big leap forward. Economists who dared to
disagree with this command economy were dismissed, jailed or even exe-
cuted. Economic debate was banned by Stalin in 1930. And the famous
Chinese economist Sun Yefang was jailed for seven years during the "cul-
tural revolution".

While the economies of these underdeveloped socialist states were strug-
gling to catch up with the rest of the developed world, this rest also made
some progress in technology and in the living standard of workers and
peasants. Technical progress was achieved sometimes in small steps, some-
times in large, and it included the consumer goods sector. Such changes
cannot be hidden anywhere in the world of today, since the media have ac-
cess to the most remote corner of our planet.

The ban on debate and alternative thinking in the field of economy and
the emphasis on quantitative growth were two of the factors that slowed
down the fast growth of these economies in the second post- revolutionary
period and contributed to the breakdown of socialism as it ex1sted in East-
ern Europe and the USSR.

After 1989 came the opportunity for many Western "experts" to advise
the new governments in economic policies. Often they suggested fast, im-
mediate transition to an open market economy, i.e. capitalism, opening the
borders for importation of consumer goods and technology transfer and pri-
vatising factories and collective farms etc. The results of this advice have
not been very convincing hitherto. Therefore it might be of some interest to
look into the development of the Chinese economy and its problems during
the extended period of reform, which began after Mao Zedong's death in
autumn 1976.

Some Western observers have been impatient with the pace of structural
transformation of the urban industrial sector. Leading Chinese politicians,
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e.g. Zhu Rongji, now premier since March 1998, responsible for economic

policies and structural reform, have tried to explain the caution. In an

interview in 1993 he said:
"But, if we dismiss the workers, we create enormous unemployment, and
that will threaten social stability. If we create a social network as in the
West, that will be too expensive for the state. Even in the developed coun-
tries social security has become a burden too heavy for the governments ...
The industries of the state sector bear a huge burden on their shoulders and
offer the living basis for many people. If we consider that, these factories are
quite useful."’

A book by Joseph Fewsmith from the US follows the intensive debate about
economic reform in the PRC and its connections with the political changes.
In the introduction the author points to the interrelation between the think-
tanks and the political process:
"These schools of thought do not exist independently of the political pro-
cess, but are part and parcel of a continuing debate over public policy and

power." (p. 5)

Since the death of Mao, there has been a broad debate of the economic is-
sues and of objectives and methods of reform. Since 1978, the merciless in-
fighting in the CP-leadership has ceased. Now the struggle is against the
(more dangerous) "left deviationism" (i.e. the opponents of reform) and
"bourgeois liberalisation", the undesirable awkward side-effects of reform
and opening.

The changed approach -no more hard inner-party struggle until the
annihilation of the "enemy" - is due to the experience of the present leader-
ship, most of whom were victims of the cultural revolution:

"The party veterans, who returned to power in the late 1970s were repelled
by Mao's leadership style and the ruthless inner-party struggles that he had
visited upon them." (p. 8)
Fewsmith sees three groups in the leadership: the opponents of economic
reform, the cautious reformers "led" by Chen Yun (often called conserva-
tive) and the more daring reformers around Deng Xiaoping, both victims of
the cultural revolution. But their later differences were dealt with in a dia-
logue. Fewsmith defines Deng's line as "marketization and diversification
of the economy, the depoliticization (not liberalization) of society, opening
to the outside world, and ... higher rates of economic growth" (p. 9). The two
opponents are both Marxists, and none wants a "final victory" over his peer.

Interview of Zhu Rongji with P. Seidlitz, "Zhu Rongji will einen Expansionskurs ohne
unkalkulierbare Experimente halten". In: Handelsblatt, 10 May 1993.

Joseph Fewsmith, Dilemmas of reform in China - Political conflict and economic debate.
Armonk, N.Y., and London: M.E. Sharpe, 1994. X + 289 pp.
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Chapter 1 deals with agrarian reform, started as a regional experiment in
1978 and fully implemented in 1983. The ideas about a different agrarian
strategy go back to Chen Zihui (1956), Wan Li and Deng Xiaoping, who in
1962 tried to criticize the hasty formation of people's communes. The final
success of the reform was partly due to a conjunction of forces between
peasants and leadership, both prone to reform, against a bureaucracy that
wanted to maintain the status quo.

There have been several attempts to correct the effects of the big leap
forward. Thus, at a large conference of young communists in 1962 Deng
Xiaoping declared:

"Whatever form the peasants are willing to adopt, they should adopt; those
that are illegal should be legalized."

And he added:
"Now if we want to restore agricultural production, it is necessary to look at
the situation. We should use whatever form (of production) arouses the en-
thusiasm of the masses. Now it seems that whether in industry or in agricul-

ture, it is not possible to advance without first retreating." (p. 26)

Deng was then forced to recant in a lengthy "confession". The profound

debates started in 1978 after the factual demise of Hua Guofeng. There
were different lines in the administration, different political lines in the CP,
in the research institutions which formulated different strategies, think-
tanks organizing their field research and seminars; the results were submit-
ted to the leading institutions of party and state. The politicians, among
them Chen Yun, who in 1978 voted Deng back into office, were

"strongly committed to socialism, including central planning, (but) found

their vision of socialism mocked by the poverty of China in general and of

the countryside in particular" (p.37).
Over the following years Deng promoted younger reformers and helped
them to leading positions, beginning in 1978 with Hu Yaobang, 1980 with
Zhao Ziyang and Wan Li. But he also suffered setbacks and hard opposition
from old-fashioned economists. Thus, the struggle about the new respon-
sibility system for the farming sector was first officially accepted in a party
document two years later. A "group for agricultural development" in the
Chinese Academy of Social Sciences was the driving force in formulating
the new agricultural policies.

Chapter 2 deals with the reform in the industrial sector, which was more

difficult and therefore more protracted than in farming. Pioneering thinkers
were Hu Yaobang and Hu Qiaomu. In 1977, "an intellectual atmosphere of

>  The confession is quoted at length in: Erwin Wickert, China von innen gesehen. Stuttgart:
Deutsche Verlagsanstalt (no year).
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