DOI 10.3868/5s060-010-020-0028-5
Institutional

Advantages of the
Chinese Model

in 70 Years of
Development
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In the 70 years since 1949, China

has made historic achievements and
developed a distinctive model with
Chinese characteristics in the pursuit of
socialist modernization. The Chinese
model consists of the basic socialist
economic system, the socialist market
economy system, the socialist distribution
system that features shared benefits, the
green development system, the open
economy system, the centralized and
unified leadership of the Communist
Party of China (CPC) in economic
works, and other essential features,
which boasts significant advantages.

70 years of development in China
Building the basic system of socialism

The founding of the People’s Republic
of China marked the establishment
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of the political superstructure of the
people’s democratic dictatorship, under
which the people became masters.
Following the principles of Marxist
political economics regarding the
contradictions between the economic
basis and superstructure, the CPC
began to explore strengthening the
socialist economic system with the
support of the socialist superstructure.

When Chinese economy had
basically recovered in the 1950s,
the CPC proposed the general task
for the transitional period to build
the socialist economic system. To
be more specific, the CPC aimed to
accomplish industrialization and the
socialist transformation of agriculture,
handicrafts, and the capitalist industry
and commerce over 10 to 15 years or
more. Guided by the general line, the
CPC led rural residents to the path
of socialism via mutual aid teams,
elementary agricultural producers’
cooperatives, and peoples’ communes.
By the end of 1956, China had basically
completed the general task and built the
socialist economic system, which laid a
solid institutional foundation for broader
economic and social progress.

Developing the socialist economy

As the socialist political and
economic systems began to be
established, the CPC realized that
the principal contradiction facing
Chinese society had evolved into the
contradiction between the demand
of the people for rapid economic
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and cultural development and the
existing state of our economy and
culture. Therefore, it was considered
that the focus should be diverted

to technological revolution and the
development of the socialist economy
and productive forces, so as to achieve
the socialist modernization of industry,
agriculture, science, technology, and
national defense. To bolster national
economic management, the CPC
innovatively proposed the working
policy of overall planning and general
balance. Meanwhile, to ensure the
development of the national economy,
an economic construction principle with
agriculture as the foundation, industry
as the leading sector, and balanced
development of the agriculture, light
industry, and heavy industry was put
forward. Under the leadership of the
CPC, China made great strides in

its socialist economic development.

It established an independent and
relatively comprehensive industrial
system and national economic system,
and made remarkable accomplishments
in its efforts to modernize industry,
agriculture, national defense, science,
and technology.

The gross value of social products
registered an average annual growth
rate of 9% from RMB55.7 billion in
1949 to RMB684.6 billion in 1978,
arise of 11.29 times in 29 years. A
relatively comprehensive range of basic
industrial projects were implemented,
covering metallurgy, automobiles,
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machinery, coal, petroleum, electricity,
telecommunications, chemistry,
national defense, and other fields.
Agriculture played a fundamental role
in supporting national industrialization,
but more importantly, it met the basic
living needs for a quarter of the world’s
population, which was a miracle in
the modern world. During this period,
China also made a wealth of scientific
and technological breakthroughs,
represented by the atomic and hydrogen
bombs and the man-made satellite.
These achievements manifested the
superiorities of the socialist system and
served as a material foundation for
subsequent reform and opening up, and
socialist modernization.

Launching the reform and opening up

Since the Third Plenary Session
of the 11th CPC Central Committee
in 1978, the CPC reaffirmed its
commitment to the philosophy of
emancipating the mind and seeking
truth from facts, and demonstrated
tremendous political courage by
proposing reform and opening up. Back
then, there was no ready-made model to
follow, and understanding and progress
could only be obtained through trial
and error. After 40 years of exploration,
the CPC formed a systematic theory for
reform and opening up, and socialist
modernization, including theories
of: (1) underlying goal of socialism;
(2) primary stage of socialism; (3)
basic socialist economic system; (4)
socialist market economy; (5) socialist

45



distribution system; (6) economic
development; (7) government functions
and macro-regulation; and (8)
independence and opening up.

These innovative theories resulted
in economic development that captured
worldwide attention. From 1978 to
2012, China’s GDP grew by an average
of 9.8% from RMB364.5 billion to
RMB52 trillion (ranking the second
in the world). Its share in the world
economy increased from 1.8% in 1978
to 11.5% in 2012. From 2008 to 2012,
China’s average annual contribution to
world economic growth exceeded 20%.
GDP per capita rose from RMB381
in 1978 to RMB38,420 in 2012, an
increase of 16.2 times with an average
annual growth rate of 8.7% if price
factors were deducted. From 1978 to
2012, China’s foreign exchange reserves
rose from merely USD167 million to
USD3.31 trillion, ranking the first in the
world for seven consecutive years. Over
the same period, China’s import and
export of goods grew from USD20.6
billion to USD3.8671 trillion (ranking
the second in the world), an increase
of 186 times with an average annual
growth rate of 16.6%. The outstanding
economic achievements uplifted people’s
living standards. Chinese people, once
inadequately fed and clad, are now
leading a fairly comfortable life on the
whole. China’s overall national strength
and international influence have grown
considerably. These achievements
have fully demonstrated the strengths
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of China’s socialist system. China has
achieved a tremendous transformation,
from “standing up” to growing rich.

Socialism with Chinese characteristics
entering a new era

Since the 18th National Congress
of the CPC in 2012, the CPC Central
Committee has led all Chinese people
in examining the international and
domestic environments, summing up
experiences, and formulating future
plans. The CPC gave an impressive
answer to the profound question of
the era: What kind of socialism with
Chinese characteristics does the new
era require us to uphold and develop,
and how we should go about doing
it? It also formed economic thinking
for new-era socialism with Chinese
characteristics, such as: (1) upholding
the CPC’s centralized and unified
leadership over economic work; (2)
strengthening the people-centered
development philosophy; (3) promoting
innovative, coordinated, green, open,
and shared development; (4) adapting
to, understanding, and guiding the New
Normal in economic development; (5)
enabling the market to play the decisive
role in resource allocation and giving
better play to the role of government; (6)
furthering supply-side structural reform
and innovating macro-regulation; (7)
ensuring that new industrialization,
I'T application, urbanization, and
agricultural modernization go hand in
hand; (8) developing the real economy
and a modern economic system instead
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of excessively relying on the virtual
economy; (9) becoming stronger by
moving toward high-quality economic
development; and (10) developing a
community with a shared future for
mankind and guiding a new type of
economic globalization.

Xi Jinping Thought on Socialist
Economy with Chinese Characteristics
for a New Era was the latest adaptation
of Marxist political economics. The
people-centered approach was the
most prominent feature of the new
thinking, which facilitated historic
changes and achievements, and
ushered in a new era of socialism with
Chinese characteristics. China’s GDP
increased from RMB54 trillion in 2012
to RMB82.7 trillion in 2017, with an
average annual growth rate of 7.1%.
China’s share in the world economy has
increased from 11.4% to about 15%,
contributing 30% to and becoming the
major engine and stabilizer of world
economic growth. The population of
the poor in the country was decreased
by more than 63 million, and the
poverty incidence dropped from 10.2%
to 3.1%. The average annual growth
rate of residents’ incomes was 7.4%,
overtaking that of economic growth.
Social old-age pension schemes now
cover more than 900 million people, and
the basic health insurance plans cover
1.35 hillion people. China’s investment
in R&D has grown at an average annual
rate of 11%, ranking the second in the
world in scale. The contribution of
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technological advances to economic
growth has risen from 52.2% to 57.5%.
In manned spaceflight, deep-water
exploration, quantum communications,
and more, China has seen a stream of
major outcomes of innovation. China
is leading the world in high-speed rail,
e-commerce, mobile payments, and

the sharing economy. The country’s
ecological and environmental conditions
have been improved significantly, and
actions taken to prevent and control air,
water, and soil pollutions have delivered
immediate results.

China’s institutional advantages
in its development
The outstanding achievements of
China over the past seven decades
should be attributed to the leadership of
the CPC, the wisdom and dedication
of the Chinese people, and more
importantly, the country’s tremendous
institutional advantages.

The basic socialist economic system to
balance indwidual and societal interests

Having analyzed the contradictions
between production and productive
forces as well as between the
superstructure and the economic basis,
Marxist political economics reveals
the propensity of human society to
evolve from primitive, slave, feudal,
and capitalist society to socialist and
communist society, and identifies the
fundamental drivers of social progress.
Personal interests and societal interests
are incompatible under the capitalist
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system. The bourgeoisie possesses

the means of production and seeks to
maximize the return on private capital,
while the proletariat is oppressed and
exploited, and the collective interest
of society 13 compromised. This
contradiction leads to the widening of
the wealth gap and the exacerbation
of inequality, the periodic outbreak
of economic crises, and continued
stagnation.

Since 1949, the CPC has
unswervingly stuck to the path of
socialism with Chinese characteristics,
endeavored to explore productive
relations that are compatible with the
development of production forces, and
laid equal emphasis on the individual
pursuit of material interests and the
realization of common interests. The
basic socialist economic system was
thus constructed, which included a trio
of essential underpinning systems: (1)
The basic economic system in which
public ownership is the mainstay of
the economy and economic entities of
diverse ownership develop together;
(2) the income distribution system in
which distribution according to work
1s the main form that coexists with
other forms of distribution; and (3) the
socialist market economy. The CPC
has found an approach to effectively
balance personal and collective
interests, mobilize the initiative of
all quarters of society, and create
a powerful force for releasing and
developing productive forces.
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The socialist market economy to combine
the institutional advantages of socialism with
the market economy

Since the First Industrial Revolution
in the 1860s, the development of the
capitalist market economy has been
accompanied by escalating polarization
and periodic economic crises. In the
1970s, Western countries began to
replace Keynesianism with neoliberal
policies characterized by relaxed
government control, strengthened
market regulations, as well as
investment and trade liberalization.
This resulted in a hollowed-out
industry, a rampant virtual economy, an
impoverished middle class, fiscal debt,
export deficits, and the recurrence of
economic stagnation.

The socialist market economy was
built upon Marxist political economics,
which differed from Western economics,
as it perfectly understood the duality
of the market economy. The market
efficiently allocates resources with the
inherent supply—demand mechanism,
price regime, and competition system.
However, there are innate problems,
such as spontaneity, blindness, belated
response, externality, monopoly,
the gravitation towards maximizing
individual interests, and the compromise
of collective interests. If the basic
socialist system and market economy
are combined, they will bring about
synergies to address the contradiction
between personal and collective
interests, overcome the inherent



HE Zili

drawbacks of market regulation, and
improve the efficiency of resource
allocation. After years of exploration
and practice, China has established a
basic framework for the socialist market
economy system. In dealing with the
relationships between public ownership
and the market economy, and between
the government and the market—an
economic conundrum worldwide—
China has accumulated practices

and contributed Chinese wisdom to
the efforts of innovating the market
economic system.

A socialist distribution system that features
shared benefits to achieve common prosperity

Common prosperity is an essential
feature of socialism. This means that
with highly developed productive
forces and abundant material wealth,
all members of society enjoy general
prosperity in their material life.
Common prosperity is a mark of a
future society according to the theory
of scientific socialism, and thus is
the fundamental goal of socialism.
The same spirit is inherited by the
advocates of socialism with Chinese
characteristics.

In the late 1970s, the then leader
Deng Xiaoping put forward the idea
of building a moderately prosperous
society in all aspects, which was an
important contribution to scientific
socialism. The Report delivered
at the 18th National Congress of
the CPC in 2012 mentioned that
“common prosperity 1s the fundamental
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principle of socialism with Chinese
characteristics.” The Report at the 19th
National Congress of the CPC in 2017
argued that “the principal contradiction
facing Chinese society has evolved.
What we now face is the contradiction
between unbalanced and inadequate
development and the people’s ever-
growing needs for a better life.” With
this strong conviction, it should remain
committed to the people-centered
philosophy of development, devote
great energy to addressing imbalances
and inadequacies in development,
improve living standards through
development, promote social fairness
and justice, and work to promote well-
rounded human development and
common prosperity for everyone, which
are the tasks of socialism with Chinese
characteristics for the new era. Just

as General Secretary Xi Jinping has
said, “We must do more to improve

the lives and address the concerns

of the people, and use development

to strengthen areas of weakness and
promote social fairness and justice. We
should make steady progress in ensuring
people’s access to childcare, education,
employment, medical services, elderly
care, housing, and social assistance. We
will intensify poverty alleviation, see
that all our people have a greater sense
of fulfillment as they contribute to and
gain from development, and continue
to promote well-rounded human
development and common prosperity
for everyone.”
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A system of green development to ensure
harmony between humans and nature

The relationship between humans
and nature 1s the fundamental
relationship in human society. Whether
material civilization comes at the
sacrifice of ecological civilization
depends on man’s understanding of
the inner workings of the ecosystem,
the conditions for material production,
and, most importantly, the existing
economic and political systems.
Industrialized countries have mostly
resorted to capitalist production and a
laissez-faire market economic system.
Indeed, they promoted technological
progress, increased labor productivity,
and accumulated abundant material
wealth. However, this system cannot
effectively resolve the contradictions
between personal and societal
interests and overcome capital’s innate
propensity to exploit and destruct
natural resources and the ecological
environment to seek profits and
maximize personal benefits. As a result,
industrial civilization and ecological
civilization have been decoupled.

In essence, green development is to
ensure the harmony between human
and nature. Guided by the philosophy
for green development, the CPC
proactively promotes green modes of
production, strives to optimize and
upgrade industrial structure towards
green transformation, and encourages
green modes of consumption, living,
and travel. Green development has
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thus become an integral part of the
Chinese model.

An open economy to coordinate the
domestic and international market and leverage
resources at home and abroad

Moving toward economic
globalization is an inherent requirement
to develop productive forces and
technology, and an inevitable trend as
the world becomes an integrated whole.
Historically, economic globalization
was mainly driven by capitalist forces,
which ensured that resources were
allocated on a global scale. Developing
countries indeed shared a slice of the
pie. However, wherever this model was
adopted, capitalist economic relations
were applied as well. In this way, the
inherent contradictions and crises of
capitalism also reverberate throughout
the world. In addition, the wealth
gaps within developed countries and
between developed and developing
countries have been widening and
global economic crises are staged time
and again. Against this backdrop,
the CPC adheres to the fundamental
national policy of opening up, actively
participates in and promotes economic
globalization, and couples China’s
development closely with that of the
world. It also keeps in mind both
internal and international imperatives,
makes the best use of both international
and domestic markets and resources,
and promotes the rapid and sustainable
development of the Chinese economy.

Facing rising anti-globalization
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headwinds, the CPC conforms to

the trend of the times, promotes
economic globalization in the correct
direction, and opposes protectionism
and unilateralism. It champions trade
liberalization and multilateralism, strives
to improve multilateral trade regimes,
and follows the principle of achieving
shared growth through discussions and
collaboration. It also aims to forge a new
form of international relations featuring
win-win cooperation and promotes the
construction of a community with a
shared future and interests for mankind.
While deeply integrating into the world
economy, efforts are also made to
safeguard national economic security,
guard against risks and uncertainties,
and resolutely fight bullying and
hegemonic behaviors that undermine
China’s independence and sovereignty.
Building an open economy, coordinating
the domestic and international market,
and leveraging resources at home

and abroad have developed an open
economy of higher standards.

A system to ensure the centralized and
unified leadership of the CPC i economic
works and to achieve unity regarding economic
and political logic

Upholding the CPC’s essential
role of exercising overall leadership
and coordinating work in all areas
is the fundamental feature of the
Chinese model. Socialist public
ownership 1s the economic basis for
socialism with Chinese characteristics
and the material basis for the CPC’s
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governance, which will be cemented
and solidified by strengthening
leadership of the CPC. The people-
centered approach is an inherent
attribute of socialism with Chinese
characteristics, and should be adhered
to in order to develop socialism. The
people-centered development is not
self-fulfilled, but is achieved through
strong leadership of the CPC. The
people-centered approach aligns with
the CPC’s fundamental purpose of
whole-heartedly serving the people.

In reform and opening up, it
should uphold the CPC’s leadership,
ensure that the CPC’s political building
1s enhanced, its theory strengthened,
its organizations consolidated, its
conduct improved, and its discipline
enforced, constantly improve the
CPC’s governance capacity, and
provide important political guarantees
for reform and opening up to make
progress in the right direction. In
reform and opening up, upholding
the CPC’s leadership is the political
logic, while the dominant role of
public ownership and the people-
centered approach are the economic
logic. The political and economic logic
are complementary and interactional.
Together, they facilitate the outstanding
achievements of China’s reform and
opening up.

(This article was revised and translated based
on the original version published in West
Forum ViR, Issue 5, 2019)

51



