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CLOUDS OVER CHINA

1. THE TIMES LEADER OF 28 DECEMBER WiLL HAVE BEEN WIBELY READ
AT HOME AND HAVE HAVE ATTRACTED THE INTEREST OF MINISTERS. | THINK
IT GIVES A MISLEADINGLY GLOOMY IMPRESSION OF CHINA'S PROSPECTS.
S TR, A R e e, o SR R
2. | AGREE THAT CHINA'S-EXPERIENCE WITH TS REFORM PROGRAMME
HAS NOT BEEN ENTIRELY HAPPY DURING 1985, THE ECONOMY BECAME
OVERHEATED AND PRICE REFORM PROVED A CHASTENING EXPERIENCE. BUT THE
FACT REMAINS THAT THE CHINESE LEADERS FACED UP TO THESE PROBLEMS
AND.TO A GREATER OR LESSER EXTENT DID SOMETHING EFFECTIVE ABOUT THEM.
MORE IMPORTANT, THEIR COMMITMENT IQ{EEEQRN_REM&!NS UNALTERED, _
DESPITE THE DIFFICULTIES AND DESP#TE THE DOUBTERS WITHIN THEIR OwWN
RANKS. THE PARTY MEET.INGS ‘IN SEPTEMBER ADOPTED GUIDELINES FOR THE
SEVENTH FIVE YEAR PLAN (1986-90) THAT WERE THOROUGHLY REFORMIST IN
INSPIRATION. I+ HAVE NO DOUBT THAT THE SPIRIT OF THESE GUIDELINES
WiLL BE REAFFIRMED WHEN THE PLAN IS FIRMLY INAUGURATED LATER THIS
YEAR. SIMILARLY, THE OPEN DOOR REMAINS OPEN. CHINA wiLL HAVE A
DEFI1CAT ON TRADE ACCOUNT FOR 1985, BUT 1T wiLL NOT BE ON THE SCALE
PREDICTED BY THE IMF OR HINTED AT IN THE TIMES LEADER. ON A POINT OF
FACT, CHINA'S FOREIGN EXCHANGE RESERVES ACTUALLY BEGAN TO RISE ‘IN
THE THIRD QUARTER OF LAST YEAR. e =
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3. THE REFORM PROGRAMME OF THE PRESENT CHINESE LEADERSHIP 1S

UNLIKE ANYTHING ATTEMPTED BEFORE IN CHINA OR ELSEWHERE,

AS THE

LEADERSHIP HAS FOUND, SUCH LEAPS N THE DARK ARE ACCOMPANIED BY

PITFALLS,

PERHPAS MORE THAN THEY HAD ANTICIPATED. THE REFORM

PROGRAMME HAS NOW BEEN GOING ON FOR SEVEN YEARS AND HAS LOST SOME
OF 'ITS INITIAL APPEAL DESPITE THE VERY REAL ACHIEVEMENTS TO ITS

CREDIT. PEOPLE'S EXPECTATONS ARE NOW HIGHER.

AT THE SAME TIME,

A DEL IBERATE RELAXATION OF SOME OF THE RIGOURS OF THE SELF=-POLICING
STATE HAS GIVEN PEOPLE AN OPPORTUNITY TO EXPRESS THEIR D}SCDNTENT
MORE FREELY. | DO NOT FORESEE AN EASY PATH FOR CHINA. BUT THE
FACTORS FOR CONTINUITY QUTLINED IN THE LAST THIRD OF THE LEADER
OUTWEIGH IN MY MIND THE THREATS TO STABILITY POSED BY THE

UNDOUBTED DIFFICULTIES THE CHINESE HAVE ENCOUNTERED.

FURTHERMORE ,

THERE IS NO FIGURE COMPARABLE TO MAQ TO RALLY OPPOSITION TO THE
REFORM PROGRAMME OR TO FORMENT DISCONTENT.

be I WILL BE COVERING ALL THESE ISSUES AT GREATER LENGTH IN MY

ANNUAL REV/IEW.
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CLOUDS OVER CHINA

‘Hus time last year. China's well-
wishers were quictly confident.
Aller nearly a century of turmoil,
the country scemed at least to
have scttled down to becoming a
modern stale. Its economy had
sprung to life, and its political
leaders had one over-riding
priority:  to  raise  living
standards.

Now, such confidence looks, if
not misplaced, then premature
in the extreme. China goes intlo
1980 less assured and less united
M purpose than it was only 12
months ago. lts relorm pro-
esramime which survived a difli-
cult birth seven years ago is now
ehee again at risk. lts open door
on the world, flung wide last
year, is swinging perilou sly.

China’s problems are legion.
Its cconomy, which was boosted
tn_ 1985 by the further relaxation
ol controls and caSy foreign
credit, is overheating. Inflation is
running — according to official
Chinese figures - at an annual
tate ol over eleven per cent.
Rlany food prices have risen by
By per cent or more, Capital
tovestiment has been over-
“hetched, and building projects
dll over the country are being
labred Tor lack of funds, Imports
ol manufactured goods, bought
Fupely on credit, have flooded
it the country lrom Japan and
Hong Kong, and China's foreign
virrency reserves have fallen at
an alarming rate.

In the countryside, where
ciphty - per cent of China's
Pepulation still lives, the effects
el decentralization and a limited
warket cconomy are working
themselves  oul. Grain pro-
uction {oil slighty this year for
the lust time since the reform
programme began in 1978, And
peasants, who have been keen
campetitors in the race for sell-
conchment,  are choosing to
plient cash crops for profit rather
tian prain for the state. By now,
Productivity has increased about
a5 Laroas it can without more
adhvanced farming methods. But
i ersal provision of modern
iichimery and  chemical  ferti-
hizer is a distant prospeet. The
pace of rural reform has out-
stiipped the pace of industrial
development, and the two will be
out ol step for some time to
come,

As the initial stimulus of the
relorms has begun to wear oll, so
have many of the hopes they
tencrated. What is left is resent-
ment and deep social divisions,
Ihe impoverished peasants of
the  barren mountain interior
now sce less hope of catching up
with the rich of the fertile
southern  wvalleys. The young
uncmployed, described euphe-
mistically as “waiting for work™,
now sce little prospect of match-
ing the succcessful urban cntrep-
reneur = not by legal means,
anyway. And foreign visitors and
their possessions inspire little
but envy - envy which has
crupled over the past year in
oceasional violence,

Feervwhere, cxpectations

have been raised: for a car, for a
lelevision set, for a wristwatch.
But those expectations have not
and cannot be met ~ at least not
yet, and not for every onc of
China’s 1,000 million people.
Some have turned 1o extra-legal
means; others to outright corrup-
tion, and webs of vice have been
unravelled which lead back to
senior Commuanist Party men or
military officers. The days when
either group was a model of
probity and honour are gone.

Developments such as these
have left China’s political leaders
confused. They are less certain
now than they were that raising
living standards is by itsclf
cnough; or even that it is
possible given China's poverty
and diversity. Open divisions
have emerged within the Jeader-
ship between those who blame
the relorms - decentralization,
the freer market and the open-
door policy - for China’s current
difficulties, and those who blame
the piccemeal way in which they
have been introduced. There has
been an uneven, and uneasy,
retrenchment. The urban reform
programme (which generated
such confusion over the past
year) has been slowed down.
New  restrictions  have  been
imposecd on foreign credit
arrangements;  lmport  guotas
have been cut,

Deng Xiaoping, the architect
and pioneer of the reform
programme and a staunch be-
liever in the possibility of raising
living standards  throughout
China, has stood his ground. But
cven he has occasionally cast
doubt on the permanence of his
policies, causing a shudder to
run - through  the country’s
Special Economic Zones and
Haong Kong, not to speak of
China’s foreign trading partners.
At the end of 19835, the balance
of China’s [uture is very deli-
calely poised, and the risks of a
complele about-turn must not be
underestimated.

In some quarters, the slowing
ol the reform programme has
been welcome, Many commu-
nists ol the older generation
would like- it abandoned alto-
gether: they regard its pursuit of
malerial wealth as the source of

corruptibility in China today. -

And many others would sub-
scribe still to the twin values of
ascetism and egalitarianism: the
older gencration who grew up
amid the deprivation of the civil
war; large scctions of the military
who have held fast to the old
values and scen their political
influence lost to the technocrats.
There are also the have-nols of
the new generation — the rural
and wurban poor, and the
students, who have walched
their living standards decline
and their career prospects restric-
ted.

Twenly years ago, it was the
alliance of just these forces
which unleashed the anarchy of
the Cultural Revolution, and
something similar could happen
again. The angry demonstrations
seen this ycar - against foreign

sportsmen, against the Japanese,

‘against poor living condilions -
showed how close to the surface
such passions run.

But there are geod reasons
why, with care, the events of
twenly years ago should not
repeat themselves. In the past
decade, the face of China's
countryside has changed beyond
recognition. Once neglected
landscapes are carefully planted
and watered; new houses are
being built. And even with this
year's smaller harvest, Cluna is
still sell-sullicient in grain - a
major achievement for a country
as undeveloped and populous as
China. The citics are better
supplied, and urban commerce is
thriving; and while industrial
development has fall:n behind
what was planned, an industrial
infrastructure is takiag shape.
Too many pcople now have a
stake in China’s development to
make a reversal of policies easy.

Al the same time, China has
avoided the major pitlells of less
advanced economies: it has not
neglected agriculture fir the sake
of cxcessive industrialization,
nor has it been relegated to a raw
malerials base for the developed
world,

China also has certain histori-
cal advantages which help 1o
underpin its modernization poli-
cics in a way that the ex remes of
Maoism were never under-
pinned. It had, before the
communists came 1o j1ower, a
well  developed  netvork  of
commercial exchange between
town and county base!l on its
provincial centres, and a tra-
dition of successful adiug: How
durable this tradition was has
been illustrated by the speed
with which it has revived in
recent years.

The dogmas of Maoism,
though not filty years old, are
alrcady  being  subordinated
gradually 1o the requirements of
the mid-1980s. And China has
another advantage, too. It has
retained a sense of its own
dignity - superiority even -
which allows it 1o take its place
on the international scene,
unbeholden to any and free of
the dangerous paranoia that has
so alllicled the forcign policy of
the Soviet Union.

But the greatest deterrent 1o
change in China’s curreat poli-
cies is the cxperience of the
cutural revolution itself, which is
still within living memory. As
that memory fades, however, the
risk of a reversal will increase.
Despite Deng  Xiaoping's best
clforts, the continuation of his
policies is not yet guaranteed
alter his death. His opponents
are ready and waiting to take
over.  Any deterioration  in
China’s economic position will
make their task casier. In the
long term, the very long term,
the omens for a prosperous,
powerful and responsible China
arc Javourable. But the preatest
risk at the moment is that we
trcat China as a stable country. It
is nolt.




