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China's Future 
China's gradual emergence as an economic 
giant portends a major realignment of relatio 
within and beyond Asia. How will continued 
economic dynamism combine with halting 
political reform and a rapidly changing 
strategic environment to shape China's 
international role? The three articles that 
follow examine trends in PRC development 
and their regional implications. 

• WINTER 1994 
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China's Fourth Revolution 
Genii W. Gong 

L1KK T H E FAMOUS composite pic­
ture of the hag and the young woman 
(sec figure 1), the People's Republic 
of China (PRO) can appear strikingly 
different: if viewed from the inside out 
or from the outside in. Views from the 
outside often focus on China's aggre­
gate superpower potential. This po­
tential is the grist of International 
Monetary Fund and World Bank anal­
yses based on purchasing power parity 
equivalents that: rank China's econ­
omy third in the world—and the 
world's largest by 2010 if current 
growth continues. It underlies sober­
ing scenarios in which China converts 
sustained economic dynamism into as­
sertive definitions of national sover­
eign interest, defended and advanced 
by burgeoning power projection capa­
bilities. 

In contrast, views from the inside 
usually focus on China's myriad do­
mestic dilemmas. For example, the 
442.5 million metric ton grain harvest 
of 1.992 was (Tina 's second largest in 
history; yet, because of excessive 

A Rhodes scholar with master's and Ph.D. 
decrees in international relations from Oxford 
University, Germ W. Gong's State Depart­
ment assignments included .serving as .special 
assistant to Ambassadors Winston Lord and 
James R. Li I ley at the U.S. Embassy in Bci-
jirijK from June l'-)H'i to July 19S9, He is cur­
rently director of the Asian Studies Program 
at (SIS . 

Copyrifthi V: Wtt.f by The Center for S'trjfcgU 
and lntcnertifiii.il Studies and the Massachusetts 
Institute ■>! Tedmofor\ 
1'h? W'ni/iinijJoJ! Quarterly '17:1 pp. 29-43 

Figure 1 

Used with the permission of the University of illi-
ncas Press from Is. Co Boring. Amrria/y Journal of 
fsychUg'. U, 1930, 444- 445. Copyright by Hoatd 
of 1 rustees of the lamefsev of Illinois. 

taxes, fees, and paper lOFs . peasant 
uprisings recently broke out in 11 
provinces. Cash-starved members of 
Beijing University's political science 
department pursue lingerie production 
to supplement their own meager in­
comes; some 16 percent of China's 
population remain functionally illiter­
ate, 75 percent of them women, 
largely from rural areas. To take a rnird 
example, because of the concentration 
of homes burning soft coal for cooking 
and heating, sulphur dioxide (SOY) 
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pollution in some Chinese residential 
areas is worse than in neighboring in­
dustrial areas; according to World 
Health Organization statistics, Beijing 
exceeds the organization's sulphur 
dioxide standards 68 days a year, 
Shenyang 146 days a year. 

These are the everyday realities that 
have belied for years long-term prog­
nostications that China will fully real­
ize its potential. Interlocking difficul­
ties, they are rooted in the challenges 
inherent in bringing 1,152,428,417 in­
dividuals arrayed within 300,388,130 
households in 22 provinces, 5 auton­
omous regions, and 3 special munici­
palities (each situation different) from 
the nineteenth century of agriculture 
into the twentieth and twenty-first 
centuries of industry and information. 

But something new is now appar­
ent. Whether one looks from the out­
side in or the inside out, a fourth rev­
olution is engulfing China, 

The domestic directions this fourth 
revolution takes will determine 
whether or not China becomes a re­
gional and global engine of economic 
growth, a highly competitive producer 
able with skill and vitality to translate 
abundant human and natural resources 
into a stable, leading economy with 
compounded high rates of annual gross 
national product (GNP) growth and 
buoyant domestic demand. 

The international directions this 
fourth revoh.it.Kjn takes will also have 
regional and global ramifications: they 
will shape the structure of East Asia, 
as well as the pattern of relations 
among East Asia, North America, and 
Europe. 

C h i n a ' s F o u r t h Revolut ion 

This fourth revolution is not the result 
of dramatic social upheaval, sudden 
replacement of political system or 

30 

leadership, or abrupt change of ideol­
ogy or approach. In contrast to earlier 
periods of revolutionary fervor, this 
fourth period of transformation is 
marked, not by revolutionary rhetoric 
and methods, but by gradualist and 
incremental policy changes, China's 
Communist party is being pulled into 
a future it cannot control; the locus of 
initiative and dynamism in economic 
and political decisions is shifting to 
provinces, townships, and individuals 
determined to chart their own desti­
nies. 

This is systemic change brought 
about by China's increasing con form-
itv, not to the self-proclaimed stan­
dards of the Middle Kingdom, but to 
the patterns of information flow, polit­
ical and economic decision making, re­
source allocation, and distribution of 
authority judged necessary to compete-
in the modern world. It is character­
ized by: 

• the increasing market orientation of 
China's significant economic poten­
tial, in ownership, production, in­
vestment, and demand; 

• the decentralization of decision-
making structures and processes; 

• a shift, of legitimacy from ideology 
to rising standards of living and na­
tionalism; 

• the reorientation of some deep-
rooted Chinese perceptions and pat­
terns of social organization; and, 

• most fundamentallv, the unprece­
dented opening of the world and 
China to each other, and of China 
to itself. 

These themes arc worth briefly elab­
orating. 

Market Orientation. Economically, 
China's fourth revolution is svrnbol-
ized by China's increasing market ori­
entation, the spreading as it were of 
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China's Fourth Revolution 

the capitalist revolution ro a fifth of 
the earth's population. The govern­
ment's role in the economy is shifting 
from central administrator toward mar­
ket, regulator; the public sector is 
shrinking. In 1.978, 7H percent of 
China's industrial output was attrib­
uted to state-owned enterprises; by 
1992, the non-state sector accounted 
for 52 percent of gross industrial out­
put and more than 57 percent of non-
agricultural employment. Government 
expenditure as a share of GNP has 
dropped from 41 percent in 1978 to 20 
percent in 1992. In 1980. 80 percent 
of Guangdong's budget came from 
Beijing; in 1992, only 2 percent did. 

Overall growth reached 12.8 percent 
in GNP in 1992 and continued at an 
annual rate of 13.9 percent in the first 
half of 1993. Trade has burgeoned 
with investment, as figure 2 illustrates. 
hot example: 

• From 1979 to 1982, China's direct 
foreign investment totaled $1.17 
billion; in 1992 alone, if. reached 
$11.2 billion.' 

• In 1979. China had signed 36 con­
tracts with two countries, valued at 
$51 million; by 1991, the number 
had grown to 8,438 contracts worth 
over $56 billion with 147 countries 
or regions. In 1992, signed contracts 
for 48,746 new projects pledged 
$57.5 billion in investment. 

• Between 1978 and 1992, China's to­
tal trade volume rose over eightfold, 
from $20.66 billion to $165.6 bil­
lion, ranking China's trade volume 
eleventh in the world. 

Throughout China, secondary and 
tertiary industries producing higher-
value-added, finished goods and ser­
vices are multiplying. 

Disposable income has risen, sub-
stannaih for many and continues to 
outpace inflation, particularly in pros­
perous pockets in China's South and 

along its coasts. Although concen­
trated in Zhejtang, Guangdong, and 
Shandong provinces and in Shanghai 
municipality. 438 towns and townships 
across China now each boast 10 million 
yuan annual revenues ($1.75 million). 
Chinese local-currency Visa cardhold­
ers quadrupled last year, from 481,600 
to 1.9 million; the value of their pur­
chases more than quadrupled, from 
$2.15 billion to $9.5 billion. 

New roads, rail lines, telecommu­
nications systems, and other soft and 
hard infrastructure are proposed not 
only for the coasts and special eco­
nomic zones, but increasingly to reach 
into what has heretofore been China's 
hinterland. These new infrastructiiral 
developments seek ro link and un­
leash the productivity of strategic cen­
ters along the coast such as Beijing— 
Tianjin, Hong Kong—Guangzhou, and 
Shanghai, with Wuhan and Chengdu 
in the interior. Better access to interior 
areas such as Sichuan province, of 
which Chengdu is the capital, may 
link the capacities of Sichuan's 
110,000,000 people with the outside 
world, as Guangdong's 65,000,000 
population is already. 

Decentralization and the Shifting Basis of 
Legitimacy, Depending on whether one 
emphasizes elements of continuity or 
change, China's fourth revolution is 
also its fourth period of structural mod­
ernization. 

Sun Vat-sen's 191.1 revolution was 
China's first structural modernization 
following the Opium Wars, which es­
tablished sustained contact between 
China and the West. The 1911 revo­
lution ended Qing rule and China's 
dynastic system. It made China into a 
constitutional republic. 

In 1949, Mao Zedong's revolution 
transformed China into a people's re­
public. 

In 1978, Deng Xiaoping'* de facto 
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Gem/ W. Gong 

Figure 2 
Foreign Investment and Trade 

1983-1991 
Trade (billion U.S.$) Investment {billion U.S.$) 
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Source: Chirm Statistical Yearbook 1992 (Beijing: Stare Statistical Bureau of tiic PRO. iW2i, pp. 

Koic: Trade and investment are shown with different scales. trade should be read against the 
scale, investment against the right-hand scale. 

revolution was dedicated to making 
the People's Republic of China mod­
ern arid strong by establishing social­
ism with Chinese characteristics. 

Following the landmark Third 
Plenum in 1978, Deng established a 
new social contract. It premised the 
continued legitimacy of Communist 
party rule on reversing Cultural Rev­
olution excesses and injustices, restor­
ing order, reestablishing China's inter­
national prestige, and jump-starting 
productivity and thereby improving 
everyday standards of living, first in 
die countryside, then in the cities. 

Deng's approach represented a far-
sighted, far-reaching strategy of re­
form from inside the party, within a 
socialist framework. It built less on 
revolutionary socialist idealism and 

more on pocketbook issues and real-
politik, 

Today's fourth revolution is now 
superseding even Deng's de facto 
transformation of China's system and 
orientation. This is a fourth revolution 
for China in part because it is not. 
guided, structured, or conducted from 
the top. China is tired of revolution; 
its party is discredited, its Long March 
generation is fading, its system is bu-
reaticratically feudalized. A popular 
Chinese expression quips, "'Those 
above propose a policy; those below 
implement their own" (shang you 
zlieiigir; xia you dune). 

Changes this sweeping cannot easily 
be said to begin at a specific point in 
time. Yet, especially to observers on 
the scene, the period from May 4 to 

32 Ti-r.; WASHINGTON (ot ARTCRI • Wisrr.R 1W4 
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China's Fourth Revolution 

May 20., 1989, marks a new stage in 
the openness and interaction of China 
to and with itself*, and to and with the 
outside world. This period coincides 
with the anniversary of the 1919 May 
4th movement, the meeting in Beijing 
of the Asian Development Bank, the 
visit of Mikhail Gorbachev, and the 
declaration of martial law. It precedes 
the tragedy at 'Tiananmen, which his­
tory will record as a denouement, al­
beit a violent one. 

May 1989 signals the real turning 
point. It represents a transition from 
the period of Deng's 1978 revolution, 
which still considered practical and le­
gitimate the massive use of force to 
constrain economic and political 
change solely within an orthodox so­
cialist system. ! 

During May 1989, in a dramatic way 
that endures for China and the world, 
internal Chinese political, economic, 
and social developments were self­
consciously played on an international 
stage. And the reactions of a global 
audience were in some cases, correctly 
or not, taken as cues. This period was 
both culmination and cause of a new 
period of change, ft brought together 
and highlighted the continuing juxta­
position of China's ongoing transfor­
mations m the countryside (where 75 
percent or 900,000.000 of China's pop­
ulation officially reside), in industry 
("which experienced nearly 22 percent 
growth last year), and in information 
(which: will require special adjust­
ments for a nominally socialist country 
tilled by a single, dominant Commu­
nist party). It signaled the emergence 
of China's fenurh revolution.. 

Social Reorganization. This fourth pe­
riod of modernizing transformation in­
cludes changes that go to the core of 
China's psyche and its historical pat­
terns of behavior. Always circumspect, 
as Sun Tzu's Art oj War teaches, China 

"I'm" \V\Mji\i,ro\ QfiASTrw..v« WIXUKK n»4 

has traditionally been a closed society, 
only loosely horizontally organized, 
with a penchant for camouflaging 
weaknesses and for deploying negoti­
ating strategies built on its geopolitical 
position and past. 

Regional satellite broadcasts of 
STAR TV and a group of literary jour­
nalists willing to pursue corruption in 
Beijing and accounts of cannibalism in 
Guangxi during the Cultural Revolu­
tion now illustrate a basic shift in 
China's information structure as China 
deals more fortfutghtiy with the out­
side and, even more significantly, with 
itself. 

An estimated 100,000,000 people 
have left China's countryside for its 
cities; hundreds of millions more are 
being encouraged to leave the land 
without leaving their homes (/////. hu-
lixiang). They remain part of the coun­
tryside in name only, employed in 
light manufacturing and other rural en­
terprises linked to nearby cities, to 
more distant markets, and to the econ­
omies of the outside world. 

Interaction with the World Outside, f i ­
nally, at the heart of tins fourth period 
of transformation, and with a pace, 
scope, and reach unprecedented in its 
long history, is this change: China, in­
creasingly including its interior, is be­
coming part of, and more like, the ex­
ternal modern world, which is itself in 
a continuous process of moderniza­
tion. 

This change includes but tran­
scends cross-border and domestic 
flows of information Iry open conver­
sation (progressively more mobile and 
well informed), telephone, television, 
satellite broadcast, fax, radio, and 
readily available printed materials. It 
reflects the information age reality 
that, in China as elsewhere, ideology 
is being superseded by the everyday 
convergence of the factors necessary 
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Gerrit W. Gong 

to be competitive in the political, eco­
nomic, and social arenas. 

This current transformation is the 
consequence of increasing portions of 
China's extensive interior interacting 
with global forces larger than even 
China. Competing on the world's eco­
nomic terms is now drawing the pro­
ductive capacities, and perhaps some 
of the minds and hearts, of growing 
numbers of China's citizens into a two-
way flow of information and influence 
with the modern world. 

"This process now permeates Chi­
na's coasts, cities, and their neighbor­
ing areas. It is increasingly penetrating 
China's interior villages and towns. 
This interaction of inside and outside 
is now two-way and irreversible. It rec­
ognizes the link between China's do­
mestic social and political stability and 
its dependence on international trade 
to maintain current standards of living: 
in 1992, trade accounted for 37 per­
cent of China's GNP, up from only 10 
percent in 1978. 

Two tempering caveats: 
first, much of (Tina 's political, 

economic, and social continuity re­
mains, even in the geographic areas of 
greatest change. Whatever their weak­
nesses, central leaders and institutions 
retain formidable abilities to deter­
mine personnel placement and ad­
vancement, to tax, and to favor or re­
tard development. 

The state sector remains substan­
tial. It is heavily invested in over 
1.0,000 state enterprises, employing 75 
percent of fauna's urban labor force 
(some 108 million workers) but ac­
counting for only 50 percent of the 
country's industrial production—an in­
dicator of pervasive underemploy­
ment. In 1992, only one-third of Chi­
na's state-owned companies were 
profitable: one-third were insolvent: 
and another third were suspected of 
large hidden losses. T h e 11 percent 

34 

($7.82 billion) of 1992 governmental 
expenditures that official subsidies ab­
sorbed understate their true costs, 
which include soft loans state banks 
have no prospects of recovering. 

Whatever the interest in rising stan­
dards of living, substantial popular 
skepticism remains. Many feel their 
society is changing too quickly in a 
destabilizing way. For all those eager 
ro interact with the outside, many oth­
ers remain unaware, uninterested, or 
hostile to such possibilities. 

Second, because there is (increas­
ingly) no single "China," to speak of 
China's opening is to generalize about 
different openings of different parts of 
China to different parts of the outside 
world.3 Coastal China is opening to 
the global economy, especially to 
Hong Kong, Taiwan, and Japan, as 
well as to China's interior; Xinjiang 
and the Northwest are opening to pan-
Centra! Asian influences; Yunnan and 
the Southwest are opening to South­
east Asia, including Thailand and 
My an mar. 

Regardless of province or outside 
contact, the general trend is signifi­
cant: few areas of China remain en­
tirely isolated; almost all (including 
interior provinces establishing rep­
resentative offices in 1 long Kong and 
the special economic zones) are seek­
ing ways to establish windows and 
doors to the larger outside, even if that 
world is initially only a neighboring 
province with more current ties or con­
nections. 

The Tasks Ahead for China 

From the inside out, China must de­
cide how to foster a globally competi­
tive, market-oriented economv while 
retaining central control and govema-
biltty. from the outside in, the world 
must consider how to deal with a di­
verse, independent China partly, but 

T f i t : V»:AS!!'K<:''':>S Ql VR.T! RS \ « \Vl \ " ! KH !'W'I 
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not fully, integrated into the interna­
tional system. 

Both from the inside our and the 
outside in, China must negotiate live 
crucial crossroads: 

• promote a "socialist market econ­
omy" as a means of seeking stable 
and balanced economic growth; 

• deal with Hong Kong, Taiwan, and 
the overseas Chinese communities; 

• manage the post-Deng Xiaoping, 
watershed generational leadership 
succession; 

• maintain legitimacy and governabil-
ity in a political system dominated 
by a single Communist party; 

• define a post-Persian Gulf War, 
post-cold war international role and 
identity appropriate for a regional 
power with global influence. 

/. Promoting a "Socialist Market h'.con-
omy." With his country sandwiched 
historically and geographically be­
tween the former Soviet Union and 
Kastem Europe on the one side, and 
Japan, South Korea, 'Taiwan, and the 
other dynamic East Asian economies 
on the other, no one understands the 
dilemmas of simultaneously maintain­
ing political stability and promoting 
economic growth, more acutely than 
Deng Xiaoping. 

In theory, Deng once cited "prac­
tice as the sole criterion of truth." 
China was characterized as entering 
only "an initial stage of socialism." To­
day's theoretical task is to define the 
workings of a "socialist market econ­
omy. " 

In practice, Deng sought to let prag­
matic experience establish a balance 
between the economic dynamism of 
the four modernizations and the polit­
ical orthodoxy of the four cardinal 
principles. This is the dialectic of a 
large, complex, modernizing country; 
balancing growth with stability, order 
with dynamism, change with eon-

rr-lli V. VSHiNi,T(i\ QWWTF.M.S • W I S T K R SS«M 

China's Fourth Revolution 

staney. Deng tipped the balance once 
more toward economic momentum by 
his visit to the South during the 1992 
spring festival. 

Perhaps it was as he took the end­
less walks around his garden when he 
was in exile during the Cultural Rev­
olution and during the subsequent 
years of implementing his policies that 
Deng reached three conclusions of 
strategic importance for directing 
China's development: 

• China most export in oider to im­
port the hard-currency-intensive. 
high technology necessary to mod­
ernize; 

• a beleaguered Communist parts can 
maintain at least some legitimacy by 
improving everyday standards of liv­
ing and appealing to nationalism; 
therefore, 

• China's domestic political stability 
is now linked to its ability to com­
pete in an always-changing external 
world. 

But there were two blind spots 
Deng and associates perhaps could 
neither anticipate nor avoid. 

First, he underestimated how much 
economic improvement would stimu­
late jealous comparisons of increasing 
income differential and criticism in­
stead of loyalty to the party. Some crit­
icism reflected the reality that the eco­
nomic playing field was not level; 
those with official ties had, made, and 
took opportunities to get rich first. 
Also, after essential stability in prices 
from 1949 to 1983, Deng's price re­
forms brought inflation. As the popular 
complaint at the time put it, "Under 
Xiao, a dollar was worth a dollar; under 
Deng, a dollar is worth a dime.*"' 

Second, Deng could not have fore­
seen that allowing thousands of 
ordinary Chinese citizens to tie them­
selves by their own choice to the two-
way flow of the world's goods and 

55 
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GerriT IF. Cone 

services would inescapably link them 
to the world's modes of competitive 
production and introduce them to the 
world's ideas and ideals as well. This 
tying of China to the modern world 
establishes expectations and proce­
dures with which Communist doctrine 
and the governing structure are seem­
ingly finding it difficult to keep pace. 

Herein lie China's dilemmas. In re­
cent months, China's leaders have 
grappled with two contradictory eco­
nomic imperatives. One is slowing an 
overheated economy. The other is 
seizing perceived historical opportu­
nities for accelerated development. 
Such are the dilemmas inherent in im­
plementing a "socialist market econ­
omy." 

As figure 3 illustrates, in 1980, 1984, 

and 1988, as is common for developing 
economies, China moved through 
three cycles of high growth and high 
inflation fas indicated by inflated 
prices and excessive money supply). 
Under the direction of Vice Premier 
and Central Bank Governor Zhu Ro­
ngji, Beijing is trying to soften the 
landing and avoid a fourth retrench­
ment by tightening credit, controlling 
die money supply, and trying to bring 
the provinces into line. 

Yet, something of the spirit of the 
Great Leap Forward lives, apparently, 
for Deng and other senior leaders im­
patient to make up missed historical 
opportunities and determined to build 
an economic momentum that will out­
live them. Thus , flic argument that 
the costs of missing economic oppor-

Figure 3 
China's Economic Cycles 

1978-1992 
Money Supply Growth (%) Retail Price inflation i%) 

60 , - - - - . 25 

1378 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 t992 

—•— Money supply —I—Inflation 

Sourer; China Stathtnat Yeartxwk 199J (Beijing: State Statistical Yearbook of the PRC, I'm.), p. 205: KM! 
hurnniltimai i'iiinnntiiStatistics <W'a.si>ingum, I X C , 1989. 1992, juiv 1993). 

Sate: Money supply growth and tetaii price inflation arc shows'; with different scales. Money supply touvva 
should be read against the left-hand scale, retail price inflation against the nsrht-iiaml scale 
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China's Fourth Revolution 

tunity were greater than the costs of 
an overheated economy contributed to 
growth-oriented amendments to Chi­
na's constitution on March 29, 1993, 
and inspired the upward adjustment 
of the national target for average an­
nual economic growth from 6 percent 
to 8 to 9 percent in the Eighth Five-
Year Plan (1991-1995). 

The difficulties are many. 
China's theoretical debate contin­

ues. From "economic laws" to "initial 
stage of socialism" to today's "socialist 
market economy," the doctrinal and 
practical arguments continue regard­
ing ownership and means of produc­
tion, whether in the context of stock 
markets or agricultural systems. 

Structural economic reform can ra­
tionalize prices but is inevitably ac­
companied by increased income dif­
ferential, "short-term behavior," and 
the "red-eye disease of jealousy." 

Economic growth does not come 
without a price for a socialist system 
with a massive population living in a 
wide diversity of settings. Twenty 
percent of the earth's population now 
lives on 7 percent of the planet's ter­
ritory; and, although China is now the 
world's second largest country, only 14 
percent of its land is arable. 

Significant regional disparities high­
light differential growth between 
interior and coasts. For example, 
Guangdong, fueled by external capital 
and trade, enjoyed over 22 percent 
growth last year. Per capita income in 
rural, coastal Zhejiang was 1,015 yuan 
in 1991, almost 50 percent again the 
national rural average of 701 yuan, and 
almost three times that of a poot hin­
terland province such as Yunnan (329 
yuan). In 1990, 119 of China's coun­
ties reported a per capita income of 
less than $43; one-fifth of China's 
peasants are without electricity; one-
tenth are not served by public roads. 

Particularly in the coastal areas, im­

portant blurring of rural and urban is 
now occurring. For example, of the 75 
percent of collective industrial enter­
prises located in urban areas, one-half 
are owned by villages and rural town­
ships. Since 1984, 273 new cities and 
9,000 new towns have been estab­
lished, largely based on a change of 
name for areas benefiting from ex­
panded production capacities. Guang­
dong symbolizes this shift in the struc­
ture of employment; only 60 percent 
of its rural population are still engaged 
in agriculture, down from 90 percent 
in 1978. 

The Chinese know speed of devel­
opment is not merely a target or per­
centage; for this reason, China seeks 
the following economic priorities over 
the next five years: 

• to reach its strategic target of dou­
bling 1980 GNP; 

• to see the return of sovereignty over 
Hong Kong; 

• to enter the General Agreement on 
Tariffs and Trade (GATT); 

• to draft more legislation to facilitate 
development of a socialist market 
economy. 

2. Dealing with Hong Kong, Taiwan, and 
Overseas Chinese Communities. The 
spark of China's fourth revolution has 
come from within, but its fuel has 
come from P2ast Asia, led by Hong 
Kong and Taiwan. Some 82 percent of 
foreign investment in China—$50 bil­
lion by the end of 1992—has come 
from Asia. According to Chinese sta­
tistics, Hong Kong, Macao, and Tai­
wan account for 67 percent; Japan for 
13 percent; Europe and the Western 
Hemisphere for 13 percent; the coun­
tries of the Association of Southeast 
Asian Nations for 2 percent; others for 
the remaining 5 percent. 

China's economic development has 
in many ways been driven by busi­
nessmen in Hong Kong, Taiwan, and 
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among the overseas Chinese. Drawing 
on capital pools that may surpass $1 to 
$1,5 trillion, Chinese investors large 
and small across the region have dri­
ven the China boom for reasons of 
profit, prestige, and family tics. 

Hong Kong manufacturers, for ex­
ample, have invested more than $10 
billion in the PRC, establishing some 
25,000 factories in Guangdong prov­
ince alone. Hong Kong has thus be­
come a center of management and in­
vestment capita!, employing some 3 
million workers (four times its own la­
bor force) across the Chinese border 
in the production of clothing, toys, 
and other export goods. T h e investors 
include: 

• Li Ka-shing, of Hutchison Whain-
poa, Ltd., reputedly the world's 
richest Chinese with assets of $5.8 
billion, who has signed deals to 
build a container port in Shanghai, 
shopping centers there and in Bei­
jing, and an industrial park and 
highway in southern China. He also 
intends to buy a steel plant in Bei­
jing. 

• Peter Woo, son-in-law of the late 
shipping magnate Sir Y. K. Pao. 
who sees the future growth in the 
population centers in China's vast 
interior. Accordingly, he is investing 
in a $2 billion industrial park, rail, 
and port project to make Wuhan a 
hub in the economic flowering of 
the Yangtze River area. Woo also 
wants to build a container port near 
the mouth of the Yangtze at 
Ningbo. his father-in-law's home 
town. 

• Gordon W'u. a Princeton-educated 
engineer and managing director of 
Hong Kong':-, Hopewell Holdings, 
who is forging another kind of tie. 
He has financed a $1.2 billion, 122-
kijomcter superhighway that links 
Guangzhou, the capital of Guang-

38 

dong, with the special economic 
zone of Shenzhen, effectively open­
ing more of the interior of already-
dynamic Guangdong province to 
the ready ports and processing 
zones of the coast. 

T h e economic success of China's 
fourth revolution may facilitate the 
transition of Hong Kong's 404 square 
miles and 5.8 million people from Brit­
ish colony to Special Administrative 
Region, 

Today, leading Hong Kong busi­
nessmen stress three points. (1) Chi­
na's most-favored nation (MFN) trade 
status is essential for investor confi­
dence in Hong Kong; (2) good, long-
term S i n o - C S . relations are vital to 
the region, particularly as Britain's role 
changes; and (3) although everyone fa­
vors China's democratization, Asian 
cultural contexts affect human rights 
standards. In this view, MFN should 
not be made contingent on Hong 
Kong's democratization, 

Beijing must now balance the im­
pact of Hong Kong's freewheeling life­
style (South China eagerly tunes in to 
Hong Kong television) wish the eco­
nomic integration of {long Kong as 
part of the Peatl River delta, even as 
Hong Kong prepares for a unique 
identity after July 1, 1997, as man­
dated by the 1^84 Sino-British agree­
ment. 

With respect to Taiwan, it was to a 
delegation from the Center for Stra­
tegic and International Studies visaing 
Beijing in February 1984 that Deng 
Xiaoping first enunciated his formula 
of "one country, two systems." This 
idea explicitly recognizes that changes 
on the Taiwan side of the Taiwan 
Strait will occur outside the PRC's so­
cialist system. It countenances them 
so long as China is preserved as one 
country. 

Many developments affecting and 
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China's Fourth Revolution 

re fl e c t i n g c ro s s - s t ra i r relations w i 1! 
transpire in the upcoming months. 
Presidential elections are scheduled in 
Taiwan in 1996, although discussion 
continues about modalities and dates, 
A first round of unofficial talks was 
held in Singapore on April 27—29, 
1993, between Chairman Koo Chen-
ill of Taipei's Straits Exchange Foun­
dation and Chairman Wang Daohan of 
Beijing's Association for Relations 
Across the Taiwan Straits. Preparation 
for a second is now under way. The 
14th Kuonuntang Party Congress in 
Taipei in August 1993 (at which three 
mainland (.Tina reporters participated 
for the hrst time) evidenced the polit­
ical volatility in Taiwan between Tai­
pei's one China policy and its desire 
for appropriate international recogni­
tion, including representation in the 
Fnited Nations (UN). 

Now over 4.2 million visits have 
taken place from Taiwan to the main­
land, with over 40,000 visits the other 
way. Some 40.000 letters and 15,000 
phone calls cross the strait daily. Tai­
wan-mainland indirect trade between 
1987 and 1992 exceeded $20 billion: 
in 1992 alone, indirect trade totaled 
$6.28 billion, a 35 percent increase 
over 1,991. Official Taiwan investment 
in the mainland now totals over $10 
billion. 

..?. Managing ij'a/lerskip Succession. 
China's rolling leadership succession 
continues, a watershed change in gen­
erational leadership at a time when 
economic and social directions remain 
to be charted, it remains impossible 
to measure, us with .Mao, how much 
power and prestige Deng Xiaoping has 
held, and holds, until he is no longer 
there. Me has been both check and 
balance. 

A concerted attempt ro guarantee 
leadership stability now gives senior 
leaders sue!) as Jiang Zemin concur-

'l II!-: W ' A M ! I \ ( . ! ( ) \ Ol Mil SRI.'! • WlVI'FR 1494 

rent positions within the party (general 
secretary), military (chairman of the 
Central Military Commission), and 
government (state president). In any 
case, leadership change will not come 
all at once by political fiat or sudden 
actuarial change, but will rather com­
bine elements of Peking opera played 
out in the sometimes dark corridors of 
power. It is a continuous play of num­
berless acts. 

T h e deaths of Wang Zhert and Li 
Xiannian reduced China's so-called 
' 'Fight Old Men" or "Eight Immor­
tals" to six; led by Deng Xiaoping, 
they include Vang Shangkun, Chen 
Yun, Peng Zhen, Bo Yibo. and Xi 
Zhongxun. Their average age is 87.3 
years. Yet China's leadership succes­
sion entails much more than waiting 
for the. "old men" to pass away. T h e 
average age of China's seven-person 
ruling Politburo standing committee is 
only 64.7 years. Included in this elite 
group at the pinnacle of formal power 
are Jiang Zemin, 67 years old; Li 
Peng, 65; Qiao Shi, 69; Li Ruihuan, 
39; Zhu Rongji, 63; Liu Huaqing, 77; 
and Mu Jintao, 51. Bur power and au­
thority will no doubt become more dif­
fuse and bureaucraticaliy fragmented 
after Deng; no one in this successor 
generation commands Long March 
loyalty across the army, party, and gov­
ernment. 

China's continued efforts to profes­
sionalize and invigorate its leadership 
are also evidenced by the fact that at 
59 years the average age of the 20-
rnember Politburo is even younger 
than that body's standing committee. 
Further, 70 percent of the members of 
the National People's Congress stand­
ing committee arc new, averaging 64.5 
years (2.9 years younger than the pre­
cious one), with 76.6 percent having 
graduated from college. All this argues 
for a more narrow scope of political 
debate and, possibly, a. relatively 
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smooth transition after Deng Xiao­
ping. 

Still, tensions are inevitable in col­
lective leadership structures; the 
"core" leaders around whom consen­
sus is expected to form will face sur­
prises as power shifts genera tionaily 
and among institutions (including the 
People's Liberation Army [PLAj and 
National People's Congress) and 
among levels and regions. 

4. Maintaining Systemic Legitimacy and 
Stability. Those jockeying for power in 
China know that legitimacy requires 
both stability and a renewed motivat­
ing momentum. This is why Beijing 
must harness the potentially legitim­
izing but sometimes volatile forces of 
nationalism and ideology. This is why 
its bid to host the Olympic Games be­
came so politicized. 

Ordinary citizens throughout (Tina 
want signposts for the future. 1 nbri-
dled economic Darwinism is now man­
ifest in rise mad rush to make money 
in real estate, trading companies, and 
almost anything else. Alarming num­
bers of women and children are being 
bought and sold; the incidence of drug 
use and AIDS is rising; public security 
officials are receiving posthumous 
medals for stopping train robberies. 

Some say China's socialist system 
will collapse from outside pressure, 
some suv it is crumbling from the in­
side. Others posit it will be maintained 
and gradually transformed by incre­
mental adjustments. Still others pre­
dict ir will lie overhauled through 
structural reform and liberalization. 

As the popular Chinese expression 
puts it: "Let go and everything be­
comes chaos; grasp and it dies" (yi 
fitttgi jiu In an; yi zhno, jiu si). Oscilla­
tions will continue as forces of change 
shake old patterns and distributions of 
power, wealths, and opportunity, only 
to be reined in when thev threaten the 

core institutions and moral values of 
modern Chinese society. As in the 
past, China's governing system en­
dures in part because no one wants 
chaos, although the future of that sys­
tem remains full of unpredictable 
twists and turns. 

5. Defining a Post Gulf, Post-Cold War 
International Ro/e and Identity. The 
measure of a country is not only its 
output of steel or very-large-scale in­
tegrated chips, its oil consumption or 
export volume. T h e measure of a 
country also requires an ongoing as­
sessment of its history and culture, its 
self-concept and identity, and, there­
fore, the likely proclivities and aspi­
rations of its leaders and people. 

In this regard, the nationalism and 
rising standards of living that are be­
coming the basis of legitimacy for a 
fourth-revolution China underscore 
Beijing's traditional objective; to proj­
ect global influence while asserting re­
gional great power interests according 
to the dictates of sober rcalpoi.it.ik. 

A noted Chinese strategist, the lure 
Uuan Xiarig, once characterized Bei­
jing's perspective on the international 
situation in an elegant lb-character de­
scription: "One world, two systems, 
political and economic muhipolantv, 
competitive coexistence."' How Bei­
jing fits itself into this new environ­
ment will reflect and direct the re­
gional and global implications of 
China's fourth revolution. 

The post-cold war world suggests 
Beijing must shift from playing the 
margins of the power balance in the 
old bipolar system; it also requires Bei­
jing to adjust to the competitive real­
ities of market economies through the 
OATT. the Asia-Pacific Pwonomk 
Cooperation, and other nilcs and 
groupings. Beyond the importance or 
high-tech weaponry, the post Guff 
war era highlights the even more ctit-
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China's Fourth Revolution 

iesl role of advanced command, con­
trol, communications, and intelli­
gence, of coordinated lift, logistics, 
and combined arms operations. It 
demonstrates the continuing milky of 
highly mancuverabie, lethal military 
force, as well as the leverage of a per­
manent scar on the United Nations 
(I. Ns Security Council, 

Given projected failure of domestic 
supply to meet overall oil demand, on­
going modernization needs and man 
kctization interests in the PLA, issues 
oi sovereign pride and privilege, and 
a sophisticated negotiating approach 
that seeks to maximize every possible 
asset., Beijing can be expected to take 
a firm posture regarding its various in­
ternational interests. These include 
territorial claims (whether the Sprutly 
Islands or various disputed borders); 
transfers or sales of weapons or weap­
ons technology; and an expansive in-
ternariona! diplomacy (including cur­
rent ties in Hast Asia., expanding ties 
in the Middle East with countries as 
diverse as Iran and Israel, as well as 
developing ties in Europe, Latin 
America, and Africa), 

A key issue remains the extent to 
which Beijing will see its security in­
terests best advanced by abiding by 
established international rules and 
regimes, whether the Nuclear Non-
Proliferation Treaty or the Missile 
Technology Control Regime. 

Implications for lire Uni t ed Sta les 

Whether or not one accepts a shift to­
ward the Pacific in the international 
center of gravity, current focus on U.S. 
domestic economic revitaiixafion and 
thereby on geoeconomics only high­
lights the importance of U.S. ties to 
the Asia-Pacific and to China. 

Concern for long-term 11,S. com­
petitiveness and the potential frag­
mentation of the world trade system 

Titr \V,vsMf\<;ro\ QUAKVKKI.V • WINTKK 1904 

into compering North American, Eu­
ropean, and East Asian trading blocs 
underlies a recognizable shift by ja­
pan, China, and other East Asian 
countries toward closer regional coop­
eration even while thee jockey for 
leadership and position in East Asia. 
For this reason, U.S. policy toward 
China is inseparable from U.S. East 
Asian regional interests and relations. 

As has been noted, the coming five 
years will mark a watershed for Chi­
na's internal directions and interna­
tional role. During this period, the at­
tention of the international com­
munity's policymakers, including 
those of the United States, will natu­
rally focus on the intensified interac­
tion of developments and events m 
the PRC, Taiwan, and Hong Kong. 

For example, the pace, scope, and 
process of Hong Kong's reversion to 
PRC sovereignty on July 1, 1997, in­
cluding the "through train*" issues of 
political representation and legal 
rights, are inextricably tied to the tick­
ing of the actuarial clock for the aged 
leaders in Zhongnanhai, to China's 
other interlocking domestic dilemmas, 
and to Beijing's interaction with the 
world. 

Eikewise, Taiwan's ongoing efforts 
to distribute political and economic 
power in the second generation, and to 
balance the realities of substantial de 
facto independence against the risks 
of pursuing de jure independence are 
now inseparable from developments in 
the PRC, Taipei and Beijing share an 
interest in balancing exchange and co­
operation against 'Taiwan's continued 
determination to secure an interna­
tional role and identity. Taipei con­
tends that as a country of 21. million 
people with a dynamic political system 
and vibrant economy, with the world's 
largest foreign exchange reserves 
(some $82.3 billion), and as its 14th 
largest trading entity, Taiwan deserves 
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international "breathing space," Many 
in Taiwan fee! Taipei is as well or 
better qualified than many other UN 
members and that, although nomen­
clature remains sensitive, Taiwan de­
serves representation in the United 
Nations and the UN family of insti­
tutions, 

These interactions will demand 
comprehensive U.S. government pol­
icies to deal with the whole of* China. 
They underscore the need for cali­
brated, high-level dialogue (not just 
visits) with Beijing and Taipei. U.S. 
policy-level decision makers should 
see for themselves the internal and in­
teractive dynamics of the whole of 
(Tina in regional and global context. 

Systematic political dialogue with 
the PRC should include when neces­
sary those at all levels in current lead­
ership positions in Beijing and else­
where, in the central offices and key 
ministries of the government, party, 
and army. This ongoing dialogue 
should also consciously be broadened 
to encompass other leaders and groups 
as a civil society emerges in China, 
including the National People's Con­
gress, the provinces, and key urban 
centers. 

T h e complexities of China's inter­
actions also suggest an increasing need 
to broaden the communication web 
among actors within the region. Here, 
because of direct interests and histor­
ical ties to the PRC, Taiwan, and 
Hong Kong, the United States has a 
special role, as elsewhere in East Asia, 
as part of a two-track process. Govern­
mental joint liaison, working groups, 
and commissions all have their contri­
butions to make. In addition, nongov­
ernmental efforts can bring together, 
in triangular or quadrilateral settings, 
key policy, business, and (in their pri­
vate capacities) governmental decision 
makers to work through current issues 
and to anticipate future ones. 

42 

None of this suggests a shift in the 
official U.S. cole. The United States 
has wisely eschewed setting negotiat­
ing timetables or conditions and has 
refused to mediate in cross-strait dis­
putes. T h e nature and complexity of 
interactions within China, however, 
require an integrated analytical and 
policy response, as well as a means ro 
draw on the best thinking, interests, 
and information from within and be­
yond govemrnen t, 

This process will remain ongoing. 
Success m various aspects of U.S. re­
lations with the PRC, Taiwan, and 
Hong Kong can. be expected to raise 
new challenges, whether in die polit­
ical, economic, sociocukurai, or secu­
rity spheres. 

In the economic arena, for example, 
the United States should patiently and 
persistently define and advance its 
own interests, not making undue 
concessions on C A T ! accession, im­
plementation of intellectual property 
rights agreements, or market access 
memoranda of understanding. The 
PRC' should not be unfairly singled 
out for stringent enforcement of bans 
on prison labor exports, mislabcled or 
transshipped imports, or dumping. 
But neither should the PRC be given 
on warranted preferential treatment, 
especially not on the basis of vague 
future benefits promised to the United 
States. 

As tire past three years demonstrate, 
the broad mix of politics, policy, and 
philosophy inherent in the debate over 
China's MFN status demonstrates that 
it is too blunt an instrument to use fot 
regulating overall U.S.—PRC relations. 
That is, unless Beijing chooses to vi­

olate the carefully developed guide­
lines the Clinton administration an­
nounced on May 27, 199.3, which were 
intended to deal with economic and 
proliferation issues in alternative chan­
nels and thus condition Beijing's con-
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China's Fourth Revolution 

tinned MFN status on broad improve­
ment in human rights conditions 
alone. 

Undermining China's socialist svs~ 
tern or remaking it according to Wash­
ington's concepts should not be a U.S. 
policy objective. 'The interaction of 
global and domestic forces leading to 
a fourth revolution in China, as else­
where, is a practical fact of everyday 
modern life, not of ideology. 

(egregious violations of international 
conventions or law with respect to hu­
man rights are not strictly internal mat­
ters. Individual human rights cases 
should continue to be pursued by the 
public and private means most effec­
tive. Regardless of the institutional 
mechanism chosen to implement Ra­
dio t r e e Asia, U.S. interests arc best 
reflected by the highest standards of 
professional, not polemical, interna­
tional broadcasting. 

Conclusion 

Twin paradoxes remain at tire heart of 
China's fourth revolution. Contrary to 
conventional wisdom that exchange 
automatically enhances mutual under­
standing, increased mteichangc has in 
some ways also heightened the real­
ization in Washington and Beijing of 
how different their political and eco­
nomic systems and their underlying 
patterns of organization and values 
really are. 

But the parallel paradox for those in 
China eager to compete in the world 
is that they must do so on the world's 
terms. 'Tims represents a shift in the 
historical debate about whether or not 

China can modernize without altering 
its traditional values and structures. 
'The everyday reality is that it must 
and is. 

Thus, significant divergences be­
tween China's realities and those of 
the outside world still exist. But these 
are increasingly subject to strong, on­
going forces ot modernization that lead 
toward their convergence. These 
forces will be noted in China's long 
and continuing history as part of a 
fourth period of structural moderniza­
tion—as part of China's fourth revo­
lution, both from the outside in and 
the inside out. 
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Notes 

1. AIS dollar amounts cited in this article are 
in current U.S. dollars. 

2. Following the Tiananmen tragedy, the 
world's outrage significantly undermined 
the will and ability of Russian troops and 
others to present forcefully the Soviet and 
Fast European regimes when they began 
to fragment in the latter part of 1989. For 
example, in the former Hast Berlin and 
Dresden recently, the author was told that 
the former East German government 's 
public support for the repression at Tian­
anmen was a significant catalvst in the Ho-
necker regime's own loss of legitimacy and 
subsequent downfall. 

3. Anne .Sinione Klemmaii, CSIS Asian Stud­
ies Program, elaborates this theme in a 
paper entitled "Across China: Regional 
Pluralism and Developmental Imbalance." 
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