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China’s reforms, what is that?
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Remark - Questions

1. A system’s  components may change at different speeds

2. Can Deng’s cat be socialist?

3. Can Deng’s cat have Chinese characteristics?

4. Can Deng’s cat have its own preferences?

5. In what kind of environment does Deng’s cat  prefer to live?
Foreseeable or unforeseeable environment?

6. Can Deng fully control his cat’s behaviour?
(reference to the « Bird Cage Economics » of Chen Yun)
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Figure 3 
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Some simple lessons from general systems theory: 
the concept of structural interdependence

C
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D

Be
P=.9p=.1

1. If A changes, B changes

2. If A changes, the is a

5. Consequence: elements of a system
may have different probabilities

6. If this is the case, there will be
some central elements with high P: 

3. The P of a change in B depends
on the size of A’s change

Question: What are the central elements of a social system?

P=.9
4. The size of B’s change

depends on the size of A’s change

A
eAnd some peripheral with low P:

probability P that B will change
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The “functional imperatives”

SOCIETY

Formal
rules
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Socio-
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structure

Cultural
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Legal
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Communica-
tion
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Remarks:
1. Power operates on and within 

each of  these structure
2. Different structure’s patterns can

perform the same function:
example: planned economy vs. 

market economy
(lDeng’s cat)

Questions:
1. How market economy has

been introduced in the West?
2. How are the other structures

linked to the market in the
West?

3. Are there some  functional 
equivalents? 

4. How can power seek legitimacy?
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Historical process driving to the rise of market economy
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A simplified market economy supported by the Rule of Law
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State, Market, Citizens and Groups 
in Western States

Market
Rational choice

Reduction of
uncertainty
Efficiency

Rule of
Law

Citizens - Groups
Professions - Universities

Fundamental Western values:
Improvement of living conditions (goods & services)

Autonomy,freedom of speech & association

Predictability
of actor’s &

State’s
behaviour

Expression 
of economic 
preferences

Expression
of political

preferences 

 
 
 



 6 

Figure 9 

10

Major domains of Strategic management in PRC
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The vicious circle of poor enterprise performance 
 
 

13

The vicious circle of poor enterprise performance

Weak Governance

Inefficient
operation

Poor 
performance

Low profits
High debts

Restructuring
difficulty

Government
interference

Source: adapted from OCDE, 2002
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The vicious circles of banks and enterprise problems

Government financial strains
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Source: adapted from OCDE, 2002
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The problems of the Legal System
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The problems of centre – periphery relations
The type of economic development adopted since the 80’s

has resulted in several priviledge zones

Spectacular development
of these zones (urban)

Comparatively uderdeveopment
Of other regions (rural)
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regions and within regions

It becomes necessary to masively intervene
In the underdeveloped areas, e.g.

investment in infrastrucure + social security
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of the government
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The problems of the cultural structure 1

1. Cult of secrecy Retention of information Non-transparency

Contrary to market functioning
based on economic forecasting,

and predictability of actors’ behaviour

Preference for  
vague, flexible
statements, 

especially in law

Excessive importance to appearances,
Fascination for what is shining and big,

Predominance of inter-individual or inter-group relations
over relations based upon formal (legal) rules
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The problems of the cultural structure 2
2. Preference for practice – technique 

over theoretical thinking

Ideology/
pseudo-science practice

No scientific
approach

Marxism
Maoism

Denguism
3 Representations

Market

Fascination for science, but especially for its technical applications

This seems particularly true for economic and social sciences:

See preface to :Jiang Zemin, On the Three “Represents”,
Beijing, Foreign Language Press, 2001, p. 3
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The problems of the cultural structure 3

3. Obsession for unity
4. Sense of superiority

(constant reference to the – long – history and
faith in the national genius inherited from the past)

Obsession for stability
(social and political)

Little tolerance for the formation of
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Moves to integrate them
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Menace for the dominant 
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The problems of the cultural structure 4
5.1. Obsession for power (internally and externally)

To  restore the national greatness and power
To wash the humiliation of the XIX century
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for those producing rapidly spectacular results

Great Leap Forward
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Paradoxically, adoption of the
neo-conservative western slogan:

« You must first create wealth
before you can distribute it »

An uneven economic development,
source of economic, financial, social, political,

and environmental difficulties
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The problems of the cultural structure 5
5.1. Obsession for power (internally)

« Who are our enemies, who are our friends? »

Propensity of Party to control everything

Interferences in the management
of legal norms 

(legislation, execution, jurisdiction)

Party’s organisations
within every organisation 

of civil society

Control (if necessary repression)
of any form of overt opposition to the Party

Threats to the Party’s legitimacy?
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The legitimating of power
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In short: main obstacles to the market
Lack of

transparency

Fragmentation of 
the market
(provincial 

policies)

Bad mana-
ment &

insolvency
of banks

Weak performance
of SOEs

Interferences
of the Party

Weak fiscal
capacity of State

Excessive
Political
control

Insufficient
Technical

control

BUT, this does not necessarily mean that China will (inevitably and/or rapidly) organise
its economy like a western market economy supported by a western-like rule of law».

Weakness of
Financial markets

Imprecision and
insufficiency

of legal norms
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Can China count on some sort of « functional equivalents » to the “Rule 
of Law”, in order to support the development of its market economy?

Yi-min Lin, Between Politics and Markets, Cambridge Univ. Press, 2001

Economic market

Political market 1Political market 2

Actors exchange
goods, services et resources

Exchanges between the
agents of the Party-State

Exchanges between economic agents
and agents of the Party-State

Allocative function

Weakens mutual controls and
Favours the development of relations of

exchange in the political process

Favours the capacity of economic agents
to become competitive in the economic market

et to obtain more flexible State’s 
constraints

BUT can lead to an over-capacity of production,  
to keep non-performing enterprises

and to stimulate the diversion of public resources
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