Lecture Title: China Embraces the World | F[E (L 1HRE

ZZIFTANET]: Deng Xiaoping’s Economic Reforms
[FREKE] (1978 — 1989)

*  Deng Xiaoging BB/ &5 L&D LY) became the top leader of the PRC
[FEANERXFE] in 1978. Deng was one of China’s longest serving
political elites [FR[E £ E 5w DS D /] ever since the establishment of the e

Communist Party of China (CCP) (REIHERDFRIILI-FMD) in the |
early 1920s [see photo of Mao Zedong’s funeral (EREDFE) in 1976].

* Deng had also experienced first-hand (CAMZ) the dangers of radicalism
(RETEDEMEM) and the negative effects [BEIEEZE] of an
intransigent adherence (ZR#LZLMESE) to ideology rather than
pragmatism (EFEH%E % 5 /EME EEDLE LA TFOF—)

«  When Zhou Enlai (BB - L5 HALY) died in January 1976, Deng’s
support base [X$F&EHE] was weakened, and the Gang of Four [Aé]
led by Mao’s wife, Jiang Qing [(L;& -5 tL\] organised a urge BURHEY |
"% 78] aimed at removing Deng from the centre of power [&;\:1‘ palOLs

DALEVNEZERRET HI=(].

« Deng however survived this purge [BUSRIEEFITRILEREATL],
and when Mao [E;R¥] died in September 1976, Jiang Qing [;L;&] and her
supporters were politically isolated [BUSRIIZHIIZLT=]. In October 1976,
the Gang of Four were ousted [[H AR IFEVVHSINELT: / KHIESNT=] in
a coup d’état [—T #—] (see doctored funeral photo -EREMDEFEXIZD
WTEALNIZFE).

«  Within a few weeks, Deng was the de-facto leader of communist China [
ZARAMEDOEELEDIEEEIZLGoT=]. In 1978, Deng brushed aside
[#8L:BI77=] the less influential E[ﬁ‘B/J VELYEE DALY and less
charismatic [7') AL o7ELVEE

charismatic L #] Hua Guofeng [EE$£] (whom
Mao had nominated [{E£C5417=] as his successor [1§.¥§ D.
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From 1978 until his retirement (REX) in 1992, Deng was the
‘paramount leader’ (x5 f§E %) of the country.

Deng and his reformist supporters’ objective (BXEEIRDH
R—42— D BEI)was to secure the rapid (B7%) but realistic
(BRZEMZ) industrialisation (EE3R1E) of China, and to ensure
(ffR 9 %) the country’s economic development and progress
[(MEEFHEBEER] via (BH) an opening of the Chinese
economy to the outside world [19784FIZHh F (TR FHEKZE K
SKERL., oS T BE FME R 1 28 AL

Moderate and pragmatic [f24#k &EFRHY7E] Chinese political
elites felt that valuable and painful lessons [/ J@AZF 23N/
BELGHGEI /ARGHEFNZE#ST=] had been learnt by the
failure of campaigns [FrN—2DKE] such as the
disastrous [{EiRAY%:] Great Leap Forward [KFEEE] (1958
to 1961) and the turmoil [;E#L] and instability [BUFAFRE.]
caused by the Cultural Revolution [3X{bKEd] (1966 to
1976). [See Deng Xiaoping era slogan [RA—AH ] - [FEEH
LEXREEKRT D]

Deng Xiaoping’s [’é-'fB/J\zlz] pragmatic attitude [SEFAEZBIT
5] towards economic reform [ﬁ‘;’é,ﬁﬂﬁli] (even though he
still was opposed to hurried [AE—7 ] or major political
liberalisation [ AZ=77BUA R B Hi1E]) was arguably [HZ5<]
best illustrated (fflZ5417z) in a speech he made at the
Guangzhou conference in 1961 [1961£E M LM &%), when
he said It doesn't matter whether it is a white cat or a black
cat, a cat that catches mice is a good cat.’ [B#+ATHI, 2R
ATHN, FXZZEHFSDIF LRI

| Seek truth

lfrorm
cts.

meetville.com

Deng Xiaopirics

It doesn't matter if a cat is black or white, so long
as it catches mice.

(Deng Xiaoping)

izquotes.com
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While Mao and his supporters [B/REEFEDZHFE] prlorltlzed
class struggle (FEREIFZESELT-) and socialism (1S FFH),
Deng and other reformers [BR/NEEMDBETRD HHR—5— |
believed that domestic political stability and economic
development [EINBUFRTE L#FFFKERE] should be China’s most
important objective £zt EZ 7% B #9] [see photo from the Cultural
Revolution [ XL KE 4] (1966 — 1976)].

Deng was a committed communist [[BEGTHEEETEE] and thus BN

did not reject socialism [t EF EZIEHELEE A TLIZ] but he

proposed a middle ground [Z&17 /] between a market economy
[35#%:%] and a political system that was still faithful to [[ZHR3E

T#& 5] Marxist-Leninist principles [V /LA -L—=VFHEDR

:%eform 1S

AI]] (Note the phrase - ‘socialism with Chinese characteristics’ [
EOHEDHDHIHRER]) [see quotes - 5IH — 1) REEFE |
MD2EHDEARTY, 2 — ‘Poverty is not socialism’ ﬁlﬂ(i*i’“
Iaf&fﬂ)iﬂ'&]

Deng and his supporters longed for (1E#17=) the day when China j

could return to its historical position as a leading global economic,
military, and political power [FEINEFELGLHADEEFT. E
T, BURHGKEIELTEDELE EOMEICRSZENTE-R
Z N EBOXFERFLEAEL, .

Communist party traditionalists [{&#tF %] and hard-line
ideologues [5%F#7% 4 774 0—7/] within the PRC [ FE A R0
[El] however worried that major economic reforms and opening up
[N E=FARELR] could leave China vulnerable to exploitation [
HRIZ%t L THE5S] by foreign countries as had happened during the
‘Century of Humiliation’ (1839 — 1949) [RGB EDHT]
(see top picture on Page 4) .

B iNha's second
Bievolution.
[Deng Xiaopiiic

meetville.com

EONVETEN IS B0
soclalsey: 1o
be rich IS

CHOFIOLIS,
Hemnc - Xiaoplhe)

meetville.com
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One of Deng’s most immediate objectives [ExHZLEH>71=B #] S g

after coming to power [#ENZHE-T=HE] in 1976-78 was to
repair the economic and reputational damage [fFFEE DA A—
D%EWET HT&] and political instability [BUAAZE] caused by §
the Cultural Revolution [ X1t KE &5 ].

The communist party leadership [ 52 $§E&B] was determined
that China should achieve modernization [ B EEGRIHLT
LVEL ] in the fields of i) agriculture [ 2], ii) industry [EE 3],
ii1) science and technology [ T], and iv) defense [E[f]. This

objective is referred to as the ‘Four Modernizations’ [[HDDIF B
RAEEWS, FEIZH T HEZRBE] [See photo of Deng’s visit to Sl
the Johnson Space Center in the USA (THHRAMEL—RF(T B8 Beba

HHTaAVIFEEIR—)in 1979].

Under the new system, poor Chinese peasants [BLLNFE®D &
R ] were given control and ownership [ZEZ&EFTA] of their own
crops [U¥#], were given more money for food quotas [EXFT B *&

4 7 B 4Z] they fulfilled [EIZEL7=], and could lease (&Y E£(F5) =

land from those collectives [#[EE=135H] still under the
administration of the government [T D EE T(Z].

After the peasants [f= E] had achieved their quotas [BXfT B &4

£ B4Z] for the government, the peasantry [ K] could then sell 5%

any surplus food [RE|® f] in legal free markets [ERIIZE AT |
1%]. Therefore more money was available [LLRI &Y Z<DHEE%H
MATEELS] for them to spend and there was a greater
incentive [Efi#] to work hard and to produce more [Eifi~D I
[ Eh#8] [see photo of an excited young couple buying a TV].
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The communist leadership [HETIEERR] also
decided to accept foreign direct investment (FDI) [4}
EE % &), foreign loans, and foreign assistance.
They also allowed the evolution [BAF] of a private
non-state enterprise sector [ RE D IEE & =X FEFT].

Another positive initiative [5t5F] was the creation of
‘Special Economic Zones’ (SEZs) [FEIZHE TR
DFEFLFX] since 1980 in five coastal areas and cities.
In these SEZs [see map], the Beijing government
allowed the establishment of free market export-

orientated economies [JERE X BEHAMISD#MEER D
REDMEILZEFAILTZ].

With the huge and potentially extremzlz_y valuable
Chinese market place [[BEEMIZIEEICHEETLTIS
open to the world for business, billions [T1=] of US
dollars and other foreign currencies [EDH}EBRE]
flowed into [Ht417=] China.

Foreign investors [#X & 2X] and companies flocked [
ff=] to the PRC [HFFEARHXFE] hoping to
capitalize [ %] on its massive market [ KIRIR7ETH
15|, immense population [J& K% A O], and enormous
low-wage and non-unionized work force [ K%K E

EEIEHEFBE] [see map].
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Following the examples of East Asia’s wealthiest
economies 2EI ARET7 DT DMINEE), Deng placed a high

riority (Fx12L7-) in developing positive relations (E%\
EEH?&% <C&) with the United States [see photo of
Deng [&F/]\*] and US President Carter [ S— h—2—
AKK#fiH] signing the ‘Joint Communiqué on the
Establishment of Diplomatic Relations’ (F# A\ K370
E&T7A)NEREDONREFRBLICET S2HFETZIa
—/7) in January 1979].

American investment [ AJADKRE], aid ;ﬁ%ﬂﬂ], and
%oodwill [&E] played a huge role in [EFELTZRINER
=9 ] reform era China’s rise and economic development
[(HEDHFRKOPEDEELEEFRE]. The US
marketplace [Th15], the largest in the world, became the
principal destination [ExEEE/TBKIHM] for Chinese
goods and products [(FEDE ] as the PRC’s export
sector [#itH 22 —] increased dramatically (EIBI(Z1E
MLZELT) in the years after the late 1970s [see photo of
the ‘Pudong New Area’ [JABR[X] in Shanghai, a Special
Economic Zone (f#FF#FX) in 1992 and then in 2009].

The importance of positive US-China relations [2K[E &5
E D R L E8{%] could be seen in the export statistics [
H D#RETE] with as much as one third of all Chinese
exports [TNTHDHREDH#HEHD3IZHFD1] going to the
United States.
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As Cohen notes: ‘China’s economic growth (PEFEFD L)
and the speed with which it became a major trading country and
an important participant [EBIGE ZETHY . EBELGSMEL
%io1=. ] in international capital markets [EIFFEXRTIH] was
extraordinary [RELLMDTz]. Its nine per cent rate of
growth (9/N\—2 FD LR ZE) in gross national product |[E K
YR BE) for the years 1978 to 1993 was the fastest of any country
in the world .... Despite continued low per capita [— ANZHT=UD
& (FAELNDY] income, the gross national product of China's
billion [T1& or 1000 million] people overtook [1BULNEELT=] that
of Germany, placing China third in the world behind the United
States and Japan (FBEIZEFDHETTAYHERBERXDRDE=
#& B DFEFKX[E LG o7= (Cohen, 2000:444). Many analysts [%
KDNHTE] predicted [FRILI=] it would have the world’s
largest economy by the middle of the twenty-first century. (2118
FEDFEILIZIZ, BEIFHR TREXZLEFAEIZGSDE) s
international two-way trade [N AR E Z] soared [N LEHY
ELT=] from less than $15 billion (158K /L)in 1977 to more
than $115 billion (115F/L1E) in 1990 and nearly $200
billion (2001~ /L) by 1993.... And its people were eating far
better than they had in Mao's day’(Cohen, 2000:444).

From the mid-1980s until the mid-2000s, the income [FT{F] of
urban residents [#8T1{¥ K] had increased by 14.1% and the
income of rural residents [E#T{EE] has increased by 11%,
reflecting a significant improvement [B{Z] in the standard of
living [4EJE7K#E] for communist China’s citizens [ER] [see
graph and bar chart].

GDP (in billions of RMB yuan)

People's Republic of China's Nominal Gross Domestic Product
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The fastest growing group in the PRC [REANRLFETE- I o
ELFESHELTLVA S IL—T] since the late 1970s has been [* Class divisions

the urban middle class [#} &R FERE#R] (80 million [8000 Composition of China's workforce, %
J7AN] or 6.15% of the total population in 2007) which has 1952 1978 1988 1999
played a major role [f&E IHEU(%L\] in increasing consumer Administrators/managers 0.6 1.2 2.2 3.6
spending [HE# > 1] by acquiring [Bf%9 2] the Symbols Of | Dwners of private enterprises® 0.2 0.0 0.0 0.6
middle class life [FEFEHRDEFD 2RIV /hERTRO— Owners of private enterprises! 4.1 0.0 31 4.2
B M 2RIl | such as modern city apartments, a university T - S .
education, books and newspapers, foreign holidays [&4} D hrk Technicians/spedalists °9 35 &8 o
7], cars, televisions, and so forth [%:&] [see chart]. Office workers 0.5 1.3 1.7 48
Business/service workers 3.1 2.2 6.4 12.0
In the years from 1981 to 2005, the percentage of the PRC’s M"”.]umm”"gwurkers 5.4 lg'g “'[_‘ 22.6
population [FEARZFEDAODHSTH] who lived on NIRRT WK ers e o748 e S
less than one US dollar ($1) decreased from 85% to 15% [1 B 1 Unemployed/underemployed nf2 46 3.6 3.1
|‘ )LHTTEE‘ L/—CL\T,A (21:85%75\19 15%'-/W’J\L/T, . This Source: “Report on a study of contemporary China’s social strata™, Janvary 2002
meant that about 600 million [6f&] Chinese citizens were lifted *Eight or mare employees T Fewer than eight employees
out of poverty [61& A@Eplilwﬁiﬂliﬁlﬂﬁ‘b*ﬁb‘ﬂjéﬂi

L7z ~ BEMNSHEFS EIF-] as a result of the economic

changes [#2FRIZ L DFER EL T] created by the reform and Uneven progress

opening up era [SNEFEBIER] [“live below the poverty line” The percentage of the population in China living below the

= RIEQOBREEFF1£5]. poverty line fell more in some periods than others during
1981-2001.

Divisions [43%] within China however (within the political (percent betow poverty ine)
elite between conservatives [{R5F/K], party ideologists [A=1= &0

AMEREME], and reformers [[X#3&] and also at the street g

level) meant that Deng had to proceed slowly [o<YEH]
and carefully through uncertain and unprecedented changes [+
M ERIBIDAENEIE] for China. The PRC leader [E5/)\]
famously referred [EULVRUELS=] to this challenge as 2°
“crossing the river by feeling for stones” rJJHFE’éEE?fJ\&')’D;D 10
%{ﬁf’fg‘f"fgﬁnﬁl?nfﬁf;l;; s southem tour [RVICEQ SRR 05 1985 1990 1005 2000

40
30

Source: Ravallion and Chen, 2004,
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There have also been numerous problems related to China’s
BEELEFEFRR] and prosperity [F

economic rise [FE DA
x].

Major issues [EE/LRIZE] include rampant corruption
[(EEN 4179 B] and environmental pollution [see map]
and degradation [IRIE;EF L 1E] [See photo on Page 10
of an elderly Chinese man [ & 0 A] wearing a facemask
[ZT4 AT RAY] near Beijing’s Forbidden City [$2338]
on a smoggy evening (R EYT D H 5H7).

Rapid economic development [2R/LHFF FE] has placed
a heavy strain [FBEIBZ / £ K74 E18] on the availability
[ATFB14%] of natural resources [RFAZER] such as oil, gas,
and water.

Many people fear that the economy is over-heating [(EZAL
TULV3] and that China’s property boom [FEE T —L]
will soon end and result in a property bust [BEfZE/\X ]
and then economic recession [& X & IR].

There was also a very apparent [—HBESA]
gap’ [Frf§#Z] and income inequality [F~T-%] between
people who live in the cities of China, particularly along the
east coast [ ;E/F], and those who continue to live in the
countryside [[HE] [see GDP (E R #24 ) map].

‘income

Forecast for air pollution in and around Chma
Very serious Il T Not serious

Note: Forecast for anrborne pollution particles as of noon on
Feb. 1. Provided by Toshihiko Takemura, associate professor at
Kyushu University’s Research Institute for Applied Mechanics
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The traditional social securities [ftERIEFR{T] of the
communist system [HEEFERAEF T D E] in the years
before the reform period (before 1978 — 1978 M ATDHE D
BF4X) were also threatened and challenged [§5{K{ES417=],
for example the traditional guarantee of life-time
employment [¥2BERDKREE] (see ‘social security’
picture].

Key Points:

The deaths of Chairman Mao Zedong [E/RE] (1893-1976)
and Premier Zhou Enlai [J& B3] (1898-1976), as well as the
downfall [%3%] of the ‘Gang of Four’ [P4 A#H] marked the
end of the Cultural Revolution [X{ERZEdH] (1966-1976)
and a very turbulent [FF87%] ‘ideological’ [/ T4 Q¥ —
@] period in domestic Chinese politics [ EE RN D BUA].

By the late 1970s, Deng Xiaoping had become the
‘paramount leader’ [Bxm 52 #] of the PRC [ EE AN KK
[E]. His leadership and economic reforms [#EFNE]
introduced a period of unprecedented economic growth [RE
B D#EFRE] in China. Gross Domestic Product (GDP) [E
RIS HEE] from 1978 onwards grew by 10% per year. This
economic change had a major influence [KE7ZL222E] on the
make-up [AlE )] of Chinese society and on China’s global
power and influence [FED t#FRHIKE EZZE] by the late
1980s [see illustration].

T -
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@ In 2071, an urban Chinese earned 5.2 times as much as a rural

resident.

@ The urban-rural income gap last year was 68 per cent higher
than In 1985

@ 691 million urban population exceeded rural papulation for
first time in history last year

@ S00 mililon more rural residents estimated to move to cities
In next 20 years, requiring USS 794 billlon social spending

Millionaire Factory
China’s powerful economy is rapidly producing wealthy individuals.

Billionaires
in U.S. dollars

Millionaires Multimillionaires

worth more than
10 million yuan ($1.6M)

worth more than
100 million yuan

JTONnNNON e 100 thousand ---------------- (070 ) oot e e o oo

o.8 -
0.6 -
o4 - 200 - o

0.2 - 100 -

o 2009 ‘10 11 o 2009 ‘10 sihl ) 2009 10 bl
A 16%0 4. 18%0o 4. 108%0o
from 2009 to 2011 from 2009 to 2011 from 2009 to 2011

Source: Hurun Report The Wall Street Journal ]
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Pragmatic economic growth and development [ERRIEREF 5

&) were the priority objectives [{5E M B #I] for Deng [&f/)\ i
] and his reformist supporters [XEEJK 5% ]. Communist 4

ideology was toned down [&HFEYiREASNETEotz /FLEE
EZDATABX—IEFLIFoNFELT] in favour of prosperity
[#£ 3] and the raising of living standards [&;EKEDFIZ LT

&)

Deng [&B8/I\F] looked to the experience of China’s wealthy
neighbours [BARLT D7 DI/INEE] in their processes of
economic reform [fFFRENDTOERX]. Success in the
economic field was not seen as being necessarily conditional
upon major political reform [REILE B BILIFRFRDIDT=
HIZWHE TN,

Friendly relations [#i&% R D] with Western powers [F8 K [E ]
were also viewed as helpful [{%[Z3LD] in terms of economic
growth and stability [fRFMREEREM]. Positive relations
lasted [fRBFEL7=] until the Tiananmen Massacre [7<PAX %
F9%{4 - see photo] of June 1989. Beijing refused to allow
major political reforms [ F EFBUAHE].

China’s additional wealth and interests as well as the decline [
] in the Soviet threat [ViEDZEEL] on the PRC’s western
borders [FHERE %] witnessed a shift [E5[A]] in defence strategy
[BHf&TELE&] toward the east and maritime areas [/&15]. By the
late 1980s, Beijing controversially approved [FmERIIZAZEL
=] extra spending toward improving China’s armed forces [[E
&, especially the navy [;8E] [see photo].

Crowded Waters

China put its first aircraft carrier into service, part of ambitions to
challenge the naval dynamic in the Pacific. Selected naval ships
in the region, by country:

China 270 (one aircraft carrier)

North Korea -73
- 67 (one aircraft carrier)
South Korea .42
CE)
e W6

Australia I 18

Japan

Taiwan

ys'esv'enm Flet) I 13 (one aircraft carrier)

v
&
<
s
S
N
L]
3
z
X

“Forward-deployed forces only; Notes: ship count are estimtes and for 2011, except for China
which is for 2012; does not include ballistic-missile submarines. Sources: U.S. Department of

Defense (China);International Institute of Strategic Studies (all others) President Hu Jintao commissions the Liaoning aircraft carrier Tuesday.
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