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The Great Leap Forward and Cultural Revolution

Establishment of the PRC 
· The CCP restored national pride by reuniting the country. 
· Soviet model: urban-biased strategy favoring heavy industry at the expense of agriculture. 
· Land reform in 1950: redistributed land from landlords to peasants. 

National Pride 
· There were two major parties; Guomingkun (KMT) 
· CCP defeated KMT 
· Initial reaction was one of europhia
· KMT was forced to Taiwan
· Ching dynasty was brought down from Sun Yat-Sen 
· Country suffered from the invasion of Japanese. 
· The Communists had restored pride by simply reuniting the country
· It was in chaos since KMT was unsuccessful in uniting the country as it was controlled by warlords
· The country was agrarian. In comparison to the Soviet Union which was also a communist country, the priority of the CCP immediately it assumed power was to revive the war ravaged economy. 
· And to eliminate political opposition. The CCP needed financial resources to develop the country and it lacked the experience in running the country

Background information
· Before CCP took over there were guerilla groups, people who were good at only fighting. 
· In the guerilla warfare, they mainly fought against the KMT and no experience in running the country.
· It was natural for the CCP to look towards the Soviets for economic help
· It is important to know that the CCP leaders had no intentions of just to borrow from Soviets. Mao’s strong national sentiments did not let China to just borrow from Soviets. 
· 5 year plan allowed for the planning of what resources, strategies to revive economy 

5 year plan 
· Largely based on sivet’s experience
· The CCP by 1956 had modified the Soviet experience. The Great Leap forward occurred in 1957 afterwards.
· It signified the fundamental departure from the Soviet Model. (to summarize the soviet model had never advocated for a rushed advanced strategy. Evne though it was a strategy that discriminated against the rural group, it did not rush forward) 
· As the name suggests, the Greap Leap forward was Mao’s intentions to rush forward 

Soviet model 
· Urban biased strategy.
· Rural sectorsAgricultural sectors where all the heavy industries are…It is a model that favors the URBAN/industrial sector. It favored heavy sector based on the notion that fast growth/tremendous growth regardless of quality was of a paramount importance. 
· To be modern, the country must be urban and industrialized. 
· Urbanized and industrialized= strong/modern in the eyes of soviet model 
· The model entailed concentration of resources in the heavy based industrial sector
· Extraction of resources to support the industries 
· The question was: was this model suitable for the conditions of China at that time? 

World Bank Survey (china was structurally different from the SU) 
· More agricultural than industrial for China. (in comparison to SU) 
· In 1978, 78% of employment in China was concentrated on agricultural sectors. The percentage was arguably higher in the 1950s. Whereas in Russia, it was much more industrialized to begin with. Half of the people were employed within that industry. 

Land Reform 
· In 1950, land reform was also adopted by Chairman Mao. 
· Land reform was an important policy because it redistributed land from landlords to rural households. In a communist state, there was no difference between landlord and farmers. 
· 43% of cultivated land was redistributed to the rural population 
· Many landlords were killed
· Political implications for CCP rule: It won widespread support among poor peasants. These were the land peasants who were underprivileged in the previous era. Land was confiscated and redistributed to them. They would support CCP in return 
· It boosted the legitimacy of the CCP. 
· A new elite of village cadres from the ranks of poor and middle peasants emerged to become power holders in the countryside. 
· In the previous era you have land lord vs. landless peasants. The rich people had more political power. What the CCP came into power, the wealth was taken away from the landlords and given to peasants
· The peasants were given political power as well. 
· Communes were set up and you need village officials to run the countryside. 
· Agricultural policy: collectivization  of agriculture 
· Collectivization was seen to optimize growth. Idea of collectivization carried furtherCommunes were established to carry out agricultural activities and social welfare. 
· Communes and Brigades and production teams were being set up
· Communes (Townships)
· Brigades (Village)
· Production team collection of households. (12 households as an example
· The existing patterns of social relations (based on family, work, etc..) were replaced by communist. 
· This part bunch would be led by factory manager. 

Danwei system 
· I work for U of Twe study at U of T Our danwei is University of Toronto. 
· Your social circle/group of people you socialize would be people from your “danwei” 
· It provided you with housing. If you work for steel factories In the city of shanghai, housing would be provided by that company 
· Foundation of social life. 
· ONLY socialize with factory workers. 
· Allows party to exercise control over society 
· After Deng Xiaopeng’s opening of economy, most farmers still have a plot of land that they farm but their parents would be left with the farming. Young people would instead be earning the wages in the urban area. 

Hundred Flowers & Anti0Rightist Campaigns (1956-1958) 
· Hundred flowers Campaign in 1956: intellectuals were encouraged to criticize the party. Campaign clamped down in 5 weeks. 
· Anti-Rightist campaign launched in 1957. Half a million “rightists” were investigated, prosecuted.
· Resulted in a large number of suicides. Consequently, with the purging of bureaucrats and administrators, government positions were overtaken by peasants (relatively uneducated, ignorant of the outside world) 
· Peasants and party members replaced bureaucrats in government positions. CCP got rid of talents needed to run the country. 
· To make room for fundamentalists (ideologically loyal to the party) who were ignorant to proper economic policies. 
· China’s population was 4 times as big as Soviet in 1920s but size of economy was a quarter of the SU. What it means is that GDP was lower. 
· To achieve development, Mao went the opposite direction by developing heavy industry. Even though the great majority of people being employed in rural sector. 


Key Features of GLF 
· Motivating individuals by political zeal and ideological zeal 
· Intense propaganda to promote ambitious (unrealistic) goal of “surpassing Great Britain” 
· Emphasis on quantity not quality of output
· Mass mobilization of labor to substitute for lack of capital 
· “Backyard Steel furnaces” produced steel of inferior quality
· Every piece of scrap iron you had to give to the collective union 
· Technical specialists replaced with political generalists in production line
· False reporting 
· You cannot achieve what you achieved, you just lied to please your superiors to the extent that higher level cadres knew that nothing was going on at the grass levels. 
· People sitting in Beijing didn’t know if there was a good harvest. It was basically based on self reporting who were under tremendous pressure to perform. 
· Modern and traditional methods to increase industrial output 

Implications of GLF 
· 1959 Lushan Meeting: Mao reprimanded Marshal Peng Dehuai  (defence minister)even though they were close friends. 
· Lin Bao was placed in charge of Peng’s position and important to the great leap forward occurring. 
· Falling output not know to central leadership. Centre ordered higher output targets. More false reporting by local cadres. 
· Eager to impress and to outperform peers presented false numbers.
· Those who raised doubts were harassed and prosecuted. 
· Famine: 30-40 million deaths estimated. Famine started in 1959. Not known by centre until 1960. 
· Peasants required to turn in grains to distribute to urban residents. Grain requisition increased wile peasant labor diverted for public work construction
· Government did not care what happened to rural population
· HuKo (residence registration) system

The Cultural Revolution 
· What was the Cultural Revolution? 
· Ideological struggle? Elite Struggle? Social Struggle? 
· Two periods: 1965 to 1968 (the Red Guard Movement) and from 1968 to 1976 (elite power struggle). 
· 1965Cultural revolution consisting of five top leaders created by Beijing mayor called Pen g Zhan. 
· The play “Hai Rui Dismissed from Office”. Peng Zhen vilified. 
· Portrayed righteous officer of the Ming dynasty by the ill informed leader. Criticized Mao for his purging of Peng Zhen. 
· May 1966Mao vilified the cultural small group. Marked the beginning of Cultural Revolution. 
· Jiang Qiang and other radical leaders were established. 
· Charged with the task of guiding the cultural revolution
· Party central committee 




Red guards vs. Victim Groups 
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Imperial China 
· Imperial China consisted of two groups (before communists): 1) privileged land lords 2) capitalists/landless
· For hundreds of years, underprivileged had been repressed by privileged group
· Land lord elites and educated (repressed during Mao) 
· Landless, peasants, and under privileged (regressed pre mao)
· A manifestation of social conflict deeply embedded In the Chinese Social Society. 
· At that time, even Confucius ideals were under attack, feudal China and cultural relics were ransacked and red guards started to attacked the people. (forced them to confess) 
· Ex landlords, teachers, parents, capitalists
· In 1966, marked the height of Red Guard movement
· By this time, Mao’s thoughts had become the legitimate power 

Maoist Personality Cult 
· Li Biao (ambitious man who wanted to take over Mao) and was responsible for the buildup of Mao
· Part of the cultural revolution was essentially elite struggle. Following the purging of the party members by red guards, Li Biao was informally named as successor of Chairman Mao’s heir apparent. (after Liu Shaoqi got purged) 
· Deng Xiao Peng was named as one of the two people taking over the capitalist movement. 

Political struggle Among Elites
· Liu Shaqoqi and Deng Xiaopeng labeled as capitalist roaders
· Lin Biao informally named as Mao’s successor, replacing Liu. 
· Liu expelled from the party and branded as a counterrevolutionary. 
· Mao decided that the red guards had served their purpose. 
· Anarchy was a possibility as a result of their results
· PLA called in to maintain order 
· The People’s Liberation Army had to step in to maintain social order. 
· Moderate approach. 
· Red Guardradical left (deserted them) 
· The definition of counter revolutionary and revolutionary was arbitrary. 
· Lin died in plane crash
· He was no longer a good heir. 
· Deng XiaoPing won political struggle and become leader on 1979. 
· The arrest of the gang of four ended the cultural revolution.  (look up) 
· Hua guo fen did not stay in power for long 
· Deng and his supporters took over positions of Mao. 


Lecture2-The Mao Revolution Era: 

· A just cause is indestructible
· For Mao and the Communist Party, taking power was just the first step. The Real Revolution was about to begin. 
· China laid devastated by foreign invasion. The previous regime caused the country to be bankrupt. 
· Pride and prosperity was wished for by citizens. 
· Mao and his colleagues had a vision of change. The Communist forged a new structure and set up a network of branches. Party officials explained the structure. 
· People were to be masters of the country, to eat, to wear. (propaganda) 
· The reforms went beyond economics and to personal relations
· “Before revolution, women had to do what they were told and had no rights. There were three obediences (father, husband and son). 
· The government first major legislation was to make men equal to women .
· Marriage was arranged by parents or matchmakers. Women could marry the men they loved so they were very happy. 
· Everyone belonged to a work unit. At first people were uncomfortable with them but got used to it. 
· In the countryside, the changes were just as profound. For centuries, peasants had suffered hardships. During the revolution, Mao won the peasant’s support by promising them a better life. (gave them land) 
· Party officials told peasants to seize property from landlords. 
· “It was fierce and dragged me to the grounds.” (Landlord)  
· Peasants were encouraged to beat their landlords. 
· Nearly half of China’s arable land were distributed to peasants. 
· During land reform, the peasants got at least three acres of land. 
· Gradually, their life became better. 
· “Now it was the people who were the masters.” 
· People saw the benefits so they supported the communist party. 
· Second in authority was yu-chen chi. 

Mao 
· No theory was sacred to him. 
· Astute strategist. Mao believed that China needed strong support and visited Moscow but Joseph Stalin was a difficult ally. They agreed to defence treaty and limited aid. 
· The United States did not recognize China. 
· In June 1950, North Korea invaded South Korea. The United States called for an intervention. Douglas MacArthur led the defence of South Korea.
· China backed North Korea
· In October, Pyongyang was reached by the American troops. In doing so, they kept well clear of the Chinese boundaries but MacArthur continued onto the Chinese boundaries. 
· He continually tried to do things that would bring China into the war. Mao’s government could hardly afford a war.
· Mao felt that the UN troops were a threat and under Chinese general, Chinese troops crossed into Korea. (attacked the UN forces and took them by surprise) 
· The UN fled in a massive retreat. 
· Resist America and Aid Korea (propaganda campaign)By the Spring of 1951, the war had begun to stall. 
· Finally after two years, the talks produced an armistice. The war created national pride and produced one million casualties. 
· Now it began a series of smaller campaigns. People called “enemies without guns”. 
· Party officials encouraged people to become informers by using letter boxes. 
· They were told to report all property to the government 
· They made an inventory of everything in the store. 
· Later, there was a struggle. 
· Everyone was arrested who were against the Communist Party. The vast majority of the people were not hurt by the campaign. For many of the Chinese, life was improving. 
· In 1954, Mao asked Dr. Li Zhisui to be his doctor…He (Mao) worked whenever he wanted, slept whenever he went. 
· Any leader who wanted to do anything had to send him a note. (he would reply back in the same note) 
· The leader of the family lived in the heart of Beijing, spent the same summer at a beach resort. 
· We must work hard and learn from the Soviet Union
· With the help of SU, the development of China had to be paid for and the peasants were picked to foot the bill. 

1953
· Pooled together resources in farms called operatives 
· Increase production and life would be better.
· After the cooperative was set up, the peasant’s life was better. (account of a peasant) 
· Sold vegetable seeds. 

Collectivization 
· Private property was abolished. (gave up tools, land, etc…)
· Party officials put a lot of pressure on the families to collectivize. Some people were uncomfortable. 
· People with high incomes would join and have a lower one as a result of joining. 
· Entire nation was under government control. The government decided how much grain could be kept by peasants. The grain ration was too low. 
· You had to obey the leadership and fulfill the state quota. Peasants complained about the quotas. 
· Collectives did not produce enough to foot the bill. 
· New Elites were emerging within the party
· In 1956, One hundred Flower movement 

One Hundred Flower movement 
· Democracy was achieved or so the people thought. 
· Criticism by experts
· Medical research was behind 
· Party corrupt and inefficiencies 
· Under pressure of the party, Mao reversed himself and published an article that stated whoever spoke against the regime was a rightist. 
· The rightist were denounced 
· Mao estimated that 10% of people as a rightist. 
· 1958Anti Rightist movement 
· Nearly 1 million people were condemned and sentenced to work in labor camps
· Mao decided that they were no longer needed. 
· Mao was also beginning to question the relationship between China and SU. 
· Khurshev and Mao disagreed on major issues. 
· In 1949, the defeated party Nationalists fled to Taiwan and they claimed to be the legitimate government. 
· The nationalists had hoped to retake the mainland one day. 
· In august 1958, the Communists fought against the Nationalists. (Mao did not want a war with the US. After a few tense weeks, he stopped the crisis. 
· Last reprucssions Khurshev was furious with Mao b/c it would have sparked a super power fight.
· Foreign criticism did not sway Mao b/c Taiwan was a “domestic issue” 
· Same issue with Tibet. 
· The remote land was regarded as part of China. 
· In 1950, the communists took it over. 
· PLA crushed the Tibetan revolt in 1951. 
· China had isolation as a result 
· Industrial output had doubled but was not satisfied. Mao Zedong had hoped for a revolution faster than SU. 
· In 1958, Mao launched the GREAT LEAP FORWARD 

GREAT LEAP FORWARD
· Mobilize country to work day and night to revolutionize in 15 years 
· Resevoirs, planted trees, and had a slogan “Catch the stars and the moon” (work all day)
· Mao decided to visit some villages. “People’s communes are good”That’s how communes sprang up. 
· Each day was regimented and children were placed in communal nurseries. 
· Communal dining halls
· To increase industrial output, communes were commanded to make steel.
· To overtake Britain and overtake US. *Catch up by working hard*
· Anything was used as steel. They built small furnaces to build them. 
· Chairs, window frames and coffins were used. 
· China was going through a great change, strong rich country. 
· With the steel people forged, they tried to make pots etc…But the steel was really bad
· The Steel was not of good quality. People were unhappy. The result was: every iron was made useless by the Party 
· While the government called for increase in iron, they also wanted more grain as well. 
· People got carried away. Great miracles “The Corn would grow higher” 
· After the anti-rightist campaign, no one dared to question the regime. 
· Peasants would put all the grain from other fields into one to fool Mao 
· The state took more and more grain, leaving the peasants were left starving. State had no idea that peasants were fooling them. 
· Party officials continued to inflate the figures and sent to feed the cities, rot in warehouses or to pay off SU. 
· By the summer of 1959, the Great Leap Forward was not going well. 
· Mao wanted to find out the truth. He went back to his home village and had people speak freely. 
· There were problems in the Great Leap forward. After his trip, Mao decided to moderate production numbers 
· Realistic goals 
· Minister of defence was one of Mao’s oldest comarades. Peng Dehuai
· Peng intended to only provided political criticism but Mao stated that Peng was a political enemy. 
· Resolution: Peng Dehaui was against the party.
· Nobody had the courage to oppose against Mao. 
· As a result, production goals were not cut and the grain given by peasants far under the Party’s goals. 
· The famine was widespread and peasants were not allowed to leave. At firt peasants ate everything they had at home. 
· The famine lasted three years and Mao’s initial intentions created the largest famine. 
· A campaign called “remember the present past”
· Young people would realize the happy life they had and how they woed it all to Chairman Mao. 
· Peasants started to talk about bitter past. 
· The officials were scared to death that Mao and the Communist Party was being blamed. 
· Offically, the Communist party blamed it on floods. 
· Their efforts would spark a struggle within the party and 

ITS RIGHT TO REBEL 1960-1976

· No one would dare hold Mao responsible and untarnished. 
· During this time, Mao had chosen to withdraw from day to day government. 
· China’s government viewed US as the principal enemy. Relations with the Soviet Union was no better. Soviet experts had helped to build Chinese industries. 
· Soviet experts shredded their bootprints and returned home
· Liao shifted the policy to making consumer goods, relaxed control over peasants. China’s recovery was fast and people who worked day and night were given time off. 
· The early 1960s: Mao read books for economy, politics and romance. 
· By 1963, Mao dreamed of Communist Utopia 
· Lin Bao became his closest ally in 1964

Quotations of Chairman Mai 
· Deeply believed that Mao was always right. As long as we did what Mao said, it was right. 
· Brought liberation to China was the point of the songs and propaganda. 

Cult of Mao 
· Rarely appeared in public. Most Chinese had not heard of his voice. He personified the revolution. 
· Instead, they quietly ignored his radical ideas
· Careful economic growth was working
· In 1966, China had become a nuclear power but Mao was dissatisfied. He felt that Liao Shaqoqi was wrong and that radical ideas were a good thing. 
· He decided that the Communist party itself, that he led for over 30 years, was the main obstacle to his vision.
· In may 1966, he attacked the newspaper and called for the deaths of party officials. Mao had released the great Proletarian revolution
· For the first time since 1949, Mao called on people from the bottom of society to reel against party officials. This had a tremendous impact. It was said that people were against Chairman Mao. 
· Young people took to the streets and attacked teachers, party officials etc,,

Cultural Revolution
· Dao Xeng Peng and Shaqoqi was left to clean up the mess.
· Unknown to the participants in the meeting, Mao was sitting in the back. 
· In Mao’s eyes, Shaqoqi was a counter revolutionist and Mao had condemned him already. 
· Within weeks, Mao reorganized the party’s structure. 
· Li Biao replaced shaqoqi 
· Red guards movement (rebellious) 
· 1966Mao greeted millions of young people in Tinanament Square 
· Mao gave them their blessing. 
· With Mao’s approval, the Red Guards were allowed to travel around for free. 
· First chance to break away from parents (red guards)
· On October 1st, rallies of Mao reached extravagant levels. Mao’s closest ally Li Biao led it. 
· Mao encouraged the Red guards to attack old ideas, customs, old habits. Without this destruction socialism would not be achieved (Mao) 
· Groups of Red Guards roamed the countryside. 
· Violence soon turned back to landlords. 
· It is estimated that 400,000 people were killed during this time. 
· Chairman Mao only called for action within the state. 


Lecture #3-The “East Asian Developmental State” and its critiques

· Enormous development over the next 30-40 years. There is a surge in interest in East Asian countries. 
· The countries started to grow (Japan) in the 60’s as well as the four East Asian tigers. 
· What are the four East Asian tigers? 
· South Korea
· Hong Kong
· Taiwan 
· Singapore
· The second tier batch of East Asian tigers. They are deemed as less successful as the first tier tigers
· The world Bank in its report called it the “economic miracle”
· The factors that led to the economic success have been subject of intense debate among political scientists. 
· Citing some intrinsic cultural reasons that explained the economic success of these countries 
· Features of developmental state: (some of the critiques about them) 

Structure of Lecture 
· What explains the East Asian economic development?
· Market based explanation
· Neo liberal economists (how they see the success of the country) 
· State based explanation
· Chalmers Johnson’s on Japan
· Alice Amsden on SK 
· Robert Wade on Taiwan 
· Critiques of the model 

Market/Neoliberal Explanation 
· Adam Smith’s “Invisible hands” 
· “Getting the basics right”: rule of law, macro-econ stability, social infrastructure, education. 
· In the education sector, if the government doesn’t intervene, people who wants to study, acquire education will have to pay full education fees
· Private providers would come into provide education at a price where people are willing to pay. (that is how markets work) (supply=demand) 
· In an industry such as education, some people might argue that there is a government intervention
· Industry that provides returns for people in education (as people become more educated i.e. women, it will bring a return not only to herself but also to the family through child care, education of next generation etc…
· The term that describes is known as extensnality.  (society as a whole) 
· Good reason for government to provide the acquisition for education for the benefit of society. 

· Governments provide public goods
· Education is a public good. 
· It is not a private good b/c it has externalities that accrue to the people as a whole. For example: this watch is a private watch. No one is entitled to it except myself 
· This classroom is a public good in a certain sense b/c there are many people using it. 
· Physical infrastructure, bridges/ airports, are public goods. Law enforcement. 
· Macroeconomic stability, low inflation, stable exchange rate. 
· Primary education, tertiary education 
· Primary education sets the foundation for learning and you can’t have masters/ PHD without the foundation. Implications for society: you have a minimal literacy rate in society.  (farmers would have basic literacy rates-more educated in their decisions in terms of corruption) 
· Basic farming decisions 
· Government led push for exports of manufactures
· Exports have been key to economic success. 
· Industrial policies (“picking winners”) did not always succeed 
· Getting the basics right is not controversial. What is more controversial are industrial policies…meaning that the government decides to invest the resources in certain industries that they deem to be of strategic importance? 
· Economists believe that while countries have promoted certain industries, they are right for doing so b/c it has succeeded (esp. with semi conductors) 
· These countries promoted textiles and clothing industries. 
· Assembled toys in the earlier years. In the 1980s and 1990s, they promoted computer industries. 
· Comparative advantage country with two major factors of production: labor and capital. A developing country such as China has more labor relative to labor. Its comparative advantage would lie in labor intensive goods. It should be building industries that employ labor such as factories that make clothing, manufacture toys. In a developed country such as the United States, labor vs. capital…It has MORE capital relative to labor. The salary of an individual is quite high…Why would they invest in a high salary place such as US? 
· Example of Capital invested industries: R&D. Multinational Corporation: various parts of the operation would be manufacturing goods. 
· Ventures that failed: 
· Indonesia tried to promote aerospace technology. Industry that was not in line with their comparative advantage. 
· Malaysia tried to promote car industry (cost to the industry/country). 
· Even though it is a car industry, the technologies (main ones for engine) are from more developed countries. 
· To encourage consumers to buy these cars, the government had to put up huge tariffs in order to make foreign made cars expensive. (tariffs on international goods) 
· According to the neo liberal explanation, the role of government is minimal (to remove the distortions of the markets) to allow it to run efficiently
· Distortions=minimum wage is a form of distortion. 
· Minimal level of wage rate= certain people might not want to work…line up for government benefit instead. 
· Some form of government intervention is seen as a market distortion 
· In the international trade market, you have tariffs and quarters that restricted prices. (form of distortion) 
· If I were to buy foreign goods, there is a tariff involved (not Mexico or under NAFTA-There will be some form of tax on some imported goods) 
· Market distortionsimposition of tariffs might make consumers buy less of these goods 
· When these distortions are removed, the market function is effective.  
· Markets=invisible hands (supply and demand comes into play without government intervention) 
· Investors feel secure to invest in the economy if you have wildly fluctuating prices. People are reluctant to invest their money because by this time next year, it might devalue by 50%. Getting the basics right is important. 
· Argument that by removing these distortions, east-Asian countries have prospered. 

Elements of Developmental State 
· State based explanation is based on:
· Conformed to markets but also intervened. Both Neoclassical and state explanations are RIGHT. 
· East Asian Model is so controversial b/c it depends on which industry you are talking about. (which growth stage) 
· A lot of African/Latin American countries do not invest in public goods. Growth has not take over in those countries
· East Asian countries have grown and some have not. 

· Two characteristics of a developmental state: 

1) “well developed bureaucratic apparatus” coherent, competent, disciplined bureaucracy 
· Meritocratic 
· Well compensated in comparison to other developing countries 
· Singapore vs. Malaysia: more difficult to join public sector than private in Singapore. (average private firm) 
i. Public bureaucracy looks for people with good grades, top universities (these countries attract competent, highly disciplined, coherent workforce. 
2) The state has a certain degree of autonomy from businesses. NB: a “relative” concept 
· On the one hand, they argue that the state have forged an alliance with  the societal interest groups but on the other hand, have shunned these interest groups to pursue collective goals. 
· Example: In the case of Japan and South Korea, there is a close relationship between state and big businesses. (Japan and Keiretsu/Chaebol) 
· The close relationship between government/ big business allows government to understand what make these major industries to grow. 
· http://en.wikipedia.org/wiki/Keiretsu 
· http://en.wikipedia.org/wiki/Chaebol

Chalmers Johnson on Japan 
· State’s priority: economic development
· Small but elite bureaucracy: Ministry of International Trade and Industry (MITI) 
· Industrial policies. Picking winners
· The government tries to play god and comes in: back in the 1970s, IT and semi conductors would grow fastest. (give subsidies/formulate tax policies) 
· Wind mills, and these new alternative energy sources are viewed as important industries? 
· Cooperative policies…picking winners
· Embedded state autonomy. State is engaged in deliberation councils 
· Cooperative gov’t- business relations: “deliberation councils” 
· Co-ordinates with private sectors. 
· Essential process for Malaysia. In Singapore, they would have to sit down with labor bosses to bring concerns to government. Formulate policies that are favorable to industries/businesses. 
· Soft authoritarianism: bureaucrats  “rule” and politicians “reign” 
· Politicians preserve political stability. In other words, Japan is characterized as soft authoritarianism as the state maintains economic development as their priority with the monopoly of political power in one party
· You need a stable political environment…provided by politicians, that would allow the bureaucrats to do their day to day jobs. 
· The opposite case: one of a system with competitive elections where different governments get into power every few years. In that environment, the bureaucrats are unable to form consistent economic policies for the society. 
· Still a consistent political environment despite the changes in the government. 
· It is the bureaucrats that are doing the day to day jobs. It is actually the bureaucrats that actually rule the country in Japan.
· This is one of the main reasons why Japan has succeeded the way it has. 
· At the end of the day, politicians do not make important decisions. 



Alice Amsden on South Korea 
· Market vs. Statea matter of debate Macro-economic stabilitysome of these industries have succeeded. State based people are also right. (glass half full or empty) 
· Industrial policies not market-conforming
· Distorting prices by way of subsidies and restriction. For example: subsidies for export industries. 
· Even though industrial policies are not market conforming, they subsidize those industries that succeed and punish those who fail.
· Although it is a nonconforming market policy, export subsidies are used as a disciplinary tool. 
· Selectively given to those who perform well and withdraw for failures. 
· “Chaebols” (large biz conglomerates) 
· Occupy a dominant position in economy unlike small firms and large diversified businesses are subjected to less market discipline. 
· Samsung, LG 
· Export subsidies as disciplinary device
· Late industrialization and Subsidies: firms could not have made it on their own
· When technologies have already existed in advanced countries. SK became entrepreneurial to overcome the late industrialization. SK government offered national companies to upgrade technologies and go up to higher value. 
· If the government can act as parents to these businesses and help them out in the initial period, that would make investment a lot more desirable. 
· Government interference was justified that the initial capital was too much for private forms to bear. 
· To summarize, SK was a late industralizer and many modern technologies had already existed beforehand and being a late industralizer, the state had helped these businesses to adopt these industries to become strategic in the market. 

· Robert Wade’s “governing the market” thesis
· Picking winners and allow for new technologies to transfer to these industries. If left on their own, these expensive technologies cannot be afforded. Government has exposed industries to competition in international markets
· To give an example of car industry, it has limited success in overseas market. 
· In terms of developmental state model, the car industry has failed. While the government has helped out, the industry still failed
· IT and computers were given huge subsidies in Japan
· States lead the markets instead of following it. (by deliberately getting the prices wrong) 
· Getting wage wrong. Labor intensive industries want to be promoted. The government intervenes to lower wage rates such that the industries can still hire many people for their labor intensive 
· Government is typically authoritarian, does not really take into account the interest groups and protects the bureaucratic economic group to be influenced. 
· In Singapore, there is not much striking on the parts of unions. 














· Taiwan would encourage bio technology industries…Singaporeautomobiles, petro chemicals, and other heavy industries. (these are the winners that have been successfully picked by the government) 

Critiques of the Model 
· Difficult to prove that the government had been wrong. Few surveys have shown that there is a lack of success in industries governments have supported. Based on case methodology. 
· Asian Financial Crisis and Corruption
· Relationship between state and business
· C.f. Northeast and Southeast Asia
· The four Asian tigers: North East countries…developmental state model is used to explain the success in Northeast Asia. In terms of state capacity -capacity of the bureaucrats- in south east Asian...bureaucratic capability direct affects the coherent formulation of public policies
· How does China fit into the picture? 
· Some might say yes. The Bureaucracy in China is not as strong as the one in Japan. 
· Evidence is patchy. 

Lecture#4-China’s Reforms under Deng Xiaoping
Outline of Lecture 
· Political economy/reforms under Deng Xiaopingintense political struggle at the elite level after Chairman Mao died. Xiaoping finally won the elite struggle b/c he had a lot of experience in the party and support. (late 1970s) 
· When he came to power, he introduced several liberal economic reforms which changed China beyond recognition. 
· Why certain politics were introduced ahead of others and its logic behind it. 
· Key Question: How China has managed to introduce economic reform at the beginning without liberalization? 
· Political liberalization had been introduced before economic reform. (e.g. Soviet UnionGobrachev) 
· How is this possible? 
· Agricultural cultivation before industrial revolution (early 1980s and 1990s) 
Winners and Losers in China’s Economic Transition (1980s/1990s) 
· Features of a centrally planned system 
· “Urban Bias” 
· Urban residence was favored while rural residents were discriminated against, a central feature of the system. 
· Extracted the profits from rural agricultural to urban industry. 
	Urban/ Industry (Losers) 
	Rural/Agricultural  (winners) 


 (
The system before economic reform had the outflow of profits from rural/agricultural to heavy urban industry. 
)



· Fiscal revenue centrally controlled. 
· Power was centralized in Beijing. 
· Ministry of finance was the loser once more. Winners were local governments. 
· Transition from old to new system, from agricultural to market economy 
· Losers? 
· Heavy industries like ship building lost out. 
· Favorable treatment were removed and they become the losers. 
· Winners? 
· To successfully implement reform, leaders must mobilize the winners or the groups of winners that would benefit from the reforms, form the successful coalitions to do so. 
· How to deliberately monitor the reforms 
· Get the winners on your side and in an ideal situation, get the winners to compensate the losers. 
· Elites would want to manage the political transition very well. 
· Farmers/ light industries were winners
Sequences of Reforms 
· Agri decollectization introduced ahead of industrial reform: less bureaucratic resistance. 
· 1979ahead of industrial reform (mid 1990s15 years later) 
· Combine resources like farmland, tools and labor together. (means of production) and devote labor to the system but at the end of the day, the fruits of your labor has no relation to the amount you put in. 
· It started off as a necessity to feed the people but then turned into an economic policy. 
· You have a plot of land that is used for the benefit of everyone but you can do whatever you want with it. 
· Under central planning, the state obtained the bulk of its revenue from its state owned enterprises. (economy subsidized industries and whatever surpluses industries had were given back to state) 
· Agricultural sector was a liability from a political perspective. It wasn’t a revenue contributing sector. 
· Ministry of finance and Industry ministries were the most powerful. Agricultural ministries had little political clout 
· In comparison the ministry of agriculture had little political clout before reform (matter of leaving powerful people out)politically easiest to implement. 
· At the same time, Deng Xiaoping implemented two policies to win over local/central bureaucrats: 
· Fiscal Decentralization (tax) 
· Local officials collecting taxes before would give it to the state. (State would then give a set amount of money to local governments) 
· When you decentralize your taxes, the local government has the power to spend it whatever they wanted
· Gave incentive for the local government to TAX MORE. (So that they can gain more themselves) at the same time provide enough necessities to the people like education etc…
· By decentralizing the taxes, it allowed them to keep the surpluses above what they were required. (provided stimulus for governments to always increase revenue since they can keep their surpluses and this is known as “eating in separate kitchens” 

· Special economic zones
· No longer exists today. 
· Privilege for economic zone no longer exists. They were important at the beginning of the reform period. (China was the closed economy but certain areas in China were given the power to trade with outside world) 
· They have special zones set up in those cities to encourage foreign investors to set up industries.
· If foreign investors needed materials, they would give it to them and even remove tariffs to get those materials in. 
· 4 Economic Zones: attracted FDI and stimulated growth of coastal provinces. 
· Provincial and Municipal governments to act as counterweight to Conservatives. 
· Continued implementation of zones. 
· Central government keep extra revenue (coming in and keep certain proportion and has more power as a result) 
· Deng Xiaoping increased representation in central government. 
· Reforms in these sectors such as agriculture, fiscal, and foreign area were implemented initially b/c they were not particularly distributed. 
· These reforms created winners but did not create losersmore acceptable to the more powerful people who might rise and oppose to the reforms. 
Key Characteristics of Chinese Reforms 
· Crossing a River by groping the stones
· Gradualism: keep the state sector while allowing the market sector to grow C.f. “big bang approach” of EE/FSU 
· What if you liberalize prices all at once? What do you think would happen? 
· Rich can accumulate capital at a much larger price
· Market would outgrow the plan and the factories would want to be more efficient and sack the people. (huge unemployment if you implement privatization in a big bang manner) 
· Uncertain economic conditions and some people with excess to power would be able to accumulate money. 
· Increases allocation 
· Neo economists would argue that China should let the supply=demand with the big bang approach. 
· Reforms without losers at the beginning 
· At the beginning of reform, by decolectivize agricultural zones, people were better off than before as their salary was increased. 
· Absence of political liberalization 
· B/c of the gradualist nature of economic reform, Chinese leaders have been able to increase power of winners and sap the power of losers. 
· In contrast to the former Soviet Union, Political openness had preceded political restructuring. Gobrachev believed that it was necessary to counter against the Conservatives. (Opening up the arena to mass participation, you galvanize support from the people b/c they have been give the power) 
· By opening political arena, you made ordinary people better off and would counter against Conservatives. 
· Deng Xiaoping used provincial officials as an effective counterweight to the conservatives without modifying political institution. 
· However the question is: can China sustain the economic reform without restructuring political system? 
· Increasingly hard for Chinese officials to maintain stranglehold. 
Agri Decollectivization 
· Abolition of communes, brigades, production teams as unit of production
· Household responsibility system (baochan daohu)-return to farm household decision-making
· Agricultural output accounted for agricultural growth n the late 80’s and 90s. 
· Incentive issue 
Rural Enterprises
· Commune and brigade enterprises (CBEs) 
· Transfer of surplus labor 
· Agricultural de-collectivization released surplus labor to no-agri sector 
· Surplus labor absorbed by rural enterprise growth 
· “Triple Economy” structure in China: rural Urban and peri-urban 
· More Urban than rural population (recent report) 
· Skeptical? Who are considered urban household? There are a lot of migrant workers who work in the city but they are not entitled to goods that are awarded to urban workers. 
· When you have so many people residing in the countryside, there is not much increase in farmer’s income. b/c if you think about it, small plot of land for a family of 4/5, the output is divided among 4/5. 
· Transfer of surplus labor into urban industries, there is increasing income level. 
· What is surplus labor? 
· Small plot of land with 4/5 people and you introduced de-collectivization to give incentive for the family to work harder, you can have the parents working on the farm ad the kids could work in factories. 
· When you have kids working in factories, the agricultural output is not affected and you can just produce as much when you allocate two other people to another sector (this is called a surplus) 
·  (
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Rural Enterprises
· Commune and brigade enterprises (CBEs) 
· Transfer of surplus labor
· Agricultural decollectivization  released surplus labor to non-agri sector
· Surplus labor absorbed by rural enterprise growth 
· Triple Economy in China: rural, urban and peri-urban 
· Nuko people cannot freely move into urban cities b/c their birth cards would indicate where they were born from or came from. 
· Go to the countryside or from the countryside to work in urban cities but the thing is even if you find a job there, you are not entitled to the same benefits as the urban people. 
· This is a population controlling policy. 

Two types of rural enterprises 
· Collectively owned Township and Village Enterprises (TVEs) 
· “Sunan model” (southern Jiangsu): Strong role of local governments 
· Rural enterprises owned and run by private individuals. Financed by personal savings and informal credit market. 
· Had to register as township and village enterprises b/c rural enterprises were not allowed in the beginning. 
· “Wenzhou mode” ( in southern Zhejiang) 
Fiscal Decentralization 
· Fiscal contracting system in the 1980s (“eating in separate kitchen”) allows local governments to retain a portion of tax revenue collected
· Local governments made responsible for financing provision of local public goods and services. 
· Fiscal revenue consists of
· Unitary budget (centralized fees regulated by government) 
· Extra-budgetary funds (created by local government) 
· E.g. education: extra fees (miscellaneous are extra budgetary funds) on top of tuition fees. (paid to central government) 
· FD provided incentive for local government driven industrialization. 
· Provinces or areas within the province might fight with one another to attract domestic foreign investment. 
· The benefit of fiscal decentralization encourages local governments to go into entrepreneurial activities…excessive competition is the consequence. 
· Downside: creates variations in local goods/services. Pensions, education are all funded exclusively by local governments, wealthy areas can afford to invest in such a system. There is an uneven distribution of goods and services. 
· Tax transfer from central government to poorer areas but these tax transfers do not work the way they were intended. There are many administrative levels
· The gap of uneven development widens. 
· Fiscal decentralization increases the gap between rich and poor provinces. Not only between rich and poor people but in terms of REGIONAL distribution of wealth. It increases uneven distribution which is why there is a fiscal recentralization policy. (1994) 
· When central gov’t found that it was getting weaker while Guong dong had power b/c they had more money.
· Local governments were pressured to get more money which led to arbitrary taxes/fines. This has become a burden for poor regions. 
· Early 2000’srural unrest in response to arbitrary fees implemented by local governments. 
· UPDATE in mid 2000’sThose fees were made LEGAL to have arbitrary fines 
· Until then, taxes/burdens were the cause of riots and unrest. 



Lecture #5-The Role of State in China’s Economic Development
Independent Regulatory state vs., Developmental State 
· Jobs were supposed to be on a level playing field 
· There is a high degree of transparency. It is clear what the rules are and what are the things that the state will or will not provide. 
· This is a prototype (of what the International Bank would advocate for)
· In their mind, this is an efficient state. In other ways, states have an arm’s length relationship with businesses 
· [image: C:\Users\user\Documents\University of Toronto Year 2 Files\POL215Y1\Independent Regulatory state vs. Developmental State.jpg]Few countries have its independent regulatory state. It is closer to the Anglo American independent regulatory state than an East Asian developmental state. 
Features of Developmental State 
· State Intervention in economic development (In how the economy works )

1) It formulates industrial policies meaning “the policies that favor one’s industry over another” 
· Industries that are seen of strategic importance to the state

2) These firms have close ties to the state. They may or may not be state owned but it does not matter. 
· E.g. Chaebols or Kirzus in Japan…They have close relations to the state.

3) These firms have to be competitive in domestic economy but more importantly, they have to do well and compete in the international market 

4) Little accountability and transparency Less public accountability compared to the Anglo-American regulatory state 
· Chinese state belongs to East Asian “developmental state” rather than ANGLO AMERICAN (for

[image: ]
Economic History of China (Regulatory Body By Pearson lecture slide insert) 
· Before Deng Xiaoping’s 1979 embrace of open markets, there is no private economy in the country. 
· Everything is state owned.
· Agricultural decollectivization (first policy) 
· Industrial reform was implemented and privatized a lot of companies (1979)
· Features of a communist state
· Owns all the companies 
· Everyone is a state employee and when you work for the state, the state provides you with an “iron rice bowl” 
· You can never break the rice bowl b/c it is a life time job. 
· And your wages is related to your seniority not so much for your productivity. 
· It also means b/c there is no private market for education or for health care, housing etc…, you cannot go to the market and say you want to buy a  house
· Everything is provided by the state 
· The minute you work for the state company, (i.e. working for U of T), professor Ong will be living in state owned housing. 
· When the enterprises were restructured in the mid 1990’s, firms were privatized. Not only people were losing jobs, but there is also a need for private companies that provide people housing, education, healthcare etc…
· There is a monumental change in not only how economy works but how society works. 
· The role of the state underwent fundamental state. 
· In 1997-1998, that was when premier Zhu Rengiyi  (Third generation) 
· MAODeng XiaopingZhu Rengiyi, Jian ZhuHu Jin-tao/Wen Jai Bao 
· Market reform was implemented by Zhu Rengiyi but also introduced regulatory bodies that took over the function of major industries. 
· Regulatory bodies are relevant only for major components of the economy.
· Textile was NOT an important industry and therefore no regulatory body 
· Security Insurance, Securities etc… were considered important 
· Ministry of Information is very important because certain websites such as Google refused to be regulated.  Telecommunication was therefore an important industry (so was banking/stock market) 
· In the 1990’s there was a certain degree of privatization. (industries were still being regulated) Even though some banks were privately owned by nationalists, they were still regulated by CPRC. (subjected to control by CPRC) 
· Regulatory bodiesstate owned firms 
· “old wine in a new bottle”even though the firms are privatized, they are still being regulated.
· Façade of independent companies. 

Factors constraining privatization and economic freedom of private companies

1) State owned industries. Logic of state ownership is one of grasping the large and letting go the small. 
a. State owned firms are owned by national governments but when privatization was introduced, the government wanted to retain ownership but only of certain companies. Governments retained ownership of large companies. (Employing a lot of people/lots of assets). 
b. Governments pick winners 
2) Party states want to restrict the playing field to dominant firms. 
a. No excessive competition allowed. (want firms to become more profitable) 
b. E.g. On St. George Street, there are 6 hot dog stands. Profits would be divided in comparison to 1 hot dog stand where there is a monopoly 
3) Oversight of the party state: gained strength in Pearson’s mind after bureaucratic restructuring.
a. When we talk about the state in Canada, it means the government. It is separate and independent from the party. 
b. In China, it is a socialist state. When we are talking about China, it means the Communist party. (key people in the party are key people in the government) e.g. party= state in China 
c. When we say that we have to understand the state role, we have to understand the party’s role in business. How does the state ensure the oversight of industries? Leading small groups (institutions in China) that exist at the top level. They bring together top officials from the party and the state who are highly influential in decision making. 
d. Pearson gets at: just because you have the regulatory bodies, the PARTY’S POWER IS NOT DIMINISHED BUT IN FACT IMPROVED. 
4) CCP controlling appointment evaluations of the cadres. 
a. Party works in very secretive ways much like a corporation. 
b. By appointing personnel in the various companies, you get to decide HOW the companies are run.  (i.e. fire the person for not doing what you want) 

Logic behind China’s Industrial Policy
· Why regulate telecommunications but liberalize textiles? (Hsueh) 
· Strategic sector: contributes to national technology base an/or national defense 
· Telecommunications: restrict foreign equity investment Textiles: liberalize and decentralize to local governments 
· Within textile industries, there are few small segments tightly controlled by government. Man-made fiber and synthetics in military and construction. High tech fibres…Central government deploy resources for Research and Development. 
· Textiles for clothing
· Fundamental difference between government of India and China
· India: democratic state vs. China: communist state. 
· Certain parts of the countries…textile industries create a lot of employment. 
· Indian government does not have resources in textile. Not all countries promote telecommunications nor would they liberalize textile industries.

Local State Corporatism (Oi) 
· Role of local government’s corporate-like behavior in managing local collectively-owned enterprises. 
· Foundation of LSC laid by fiscal reform: Local governments have rights to enterprise surpluses 
· For the first 5 years, economic growth was driven by agricultural sector and agricultural shot up in its GDP growth. After 1985- mid 1990’s, large chunk of economic growth came from large villages. 
 (
STATE OWNED ENTERPRISES
)
· When fiscal decentralization happened and given the incentive to generate tax profits, they were interested in setting up private companies.
· Local State Corporatism describes “corporate like behavior” and how the role of states in driving the role of industrialization. 
 (
Board of Directors (director: Township Party Secretary) (top person)
Factory Manager
Factory Manager
Factory Manager
General Manager (appointed by Township government 
)

· Excess to bank credit for corporation to run. * you need to borrow a loan and in the early period (in the 1980s), the bank loans were facilitated by party officials 
· Private firms cannot go back and say “ I want to apply for a loan”. But townships are able to get an excess in bank loan. (one way of how governments are able to help out TVE’s) 
· Local governments benefit from TVE’s, gets a portion of the money. Companies pay taxes which then go to local governments. 
· Why local corporatism too outdated? (criticism) 
· Low efficiency overall, people were not drive to make a profit. At the end of the day they are driven by the fact that government wants to maximize revenue. 
· Larger companies doing the same thing but cheaper? 
· CorruptionFamily owned business can appoint family members to be factory managers or even general manager. (susceptible to corruption) 
Criticisms of LSC 
· Collectively-owned TVE’s vs. privately-owned TVE’s 
· Important in 1990’s for the collective firms until 1995. 
· These firms were closed down and were sold. Contribution went down. The literature about the role of state in China’s development is still heavily cited. 
· Location specific 
· [image: http://www.maps-of-china.net/images/chinamap.gif]Transformation of the TVE sector from mid-1990s 
· There are other types of models of LSC’s. Privately owned companies in Tianjin. 
· One reason is selection buyers. 







Lecture#6-State Policy I
· House hold registrationlimits residents from countryside to move to city. Doesn’t restrict physical mobility but restricts by not allowing excess migrant workers to enjoy same benefits as urban residents. 
Hukou/HK registrar 
· Hukou/HK registrarCompared to Indian Caste system. Younger than 45 years old. 
· Manufacturing and construction and social industries. Manufacturing in Chinese cities. Social discrimination in the city (for migrant workers) 
· Migrant workers face major inequalities b/c in the cities, China is a two tiered system. The system was established in the 1950. The Hukou system ties people to the place where they live. Chinese citizens are classified into agricultural and nonagricultural residents. 
· If you are born in the countryside, you have this passport thing 
Traditionally served three purposes
1) Resource distribution 
2) Migration control 
3) Monitoring of targeted people (not as important 

· Food rations, grain subsidies were provided by Chinese government to Migrant workers in the beginning of the 60s, 70s and even 80s. Non agricultural Hukous were given grain increases. Government runs more employment opportunities, medical care, etc… for urban bias. 
Urban Bias strategy bias towards urban residents and against rural residents 
· System ensures enough workers are in the agricultural system so that they can serve the urban people. 
· Regulations for Hukou that makes the migrant workers to sell the grain to them in discounted price. 
· How is China able to keep up with this system? 
· Economic system in place that has kept things the way they are? They workers find that they make a lot more money through the system at this moment. 
· Temporary registration (when you arrive)block social mobility In the 70’s the system was so rigid, the workers could be arrested for just entering. 
· Main purpose of Hukou system nowadays is migration control. The system can be seen as the Maoist tradition to discriminate against the urban strategy. 
· In 2007, National People Congress adopted a new labor contract and requires all employers to sign contracts with employees. 
· Unfair treatment remained an issue. 
· Last year or two years ago, there were suicides in the fox-con companies. (OEM) b/c these factory workers worked ridiculously long hours. 
· In some cities, migrants with the Hukou system must pay a donation for their children to attend urban schools. 
· Heavy burden for migrant students to go to school. 
· Great majority of migrant workers lack health insurance, lived in cramped house condition etc…
· Government encourages liberalization of residency restrictions for wealthy individuals
· Encourage the rich to move to cities 
· Urban designation (local governments competed to attract highly skilled workers/rich) 
· Large number of people who wanted to move to the cities were the improveished ones and they do not benefit from this policy at all. 
· Limits on public services (healthcare and education for migrant workers) 
· Sheer cost of extending urban residency to migrant workers (that is why there is no expansion of system to others) 
· Lack of social provisions in the city is a major issue. 
· Global crisis
· Factories that catered to western countries were closed down as a result of the global economic instability.
Up the Yangtze River Documentary 
· Estimated 2 million people would be relocated. 
· Farwell tours
· Fate luck environment, virtue and education are things that will lead to success 


Lecture #7-Japan’s post war political and economic Development
· Post war economic miracle 
· Developmental state are all important concepts 
· One party rule
· Liberal Democratic Party’s powerhouse
· Throughout its 40 years, the LDP have dominated the political scene. We will be looking at their powerbase
· Electoral system 
· Patron-client relationship and its impact on corruption 
· Japan’s “lost decade”. Why can’t Japan reform? 
· Given you are a developed country, there is no growth in economy 
GDP growth rate 
· Averaged 8-10% in the 1960s and oil prices were growing as well. Since the 1990s on wards, there is no growth (“lost decade”) 
· Is there an inherent political explanation for its slow growth rate? 
· Another peculiar thing about Japan’s politics is that: Japan has a new prime minister every year. (15-16 months) 
· Shows from 1948, the prime minister and the party that they belong to have been consistently Liberal Democrat. 
· How can government carry out its policies when government keeps changing? 
· Bureaucrats run the show. (meritocratic society) 
· Japan’s economy was only 7% of US’ economy in 1955. 20 years later, it has become 1/3 of US’ economy 
· In addition to rapid economic growth, Japan had gained equitable distributable salary. The gap between rich and poor was low. 
· High education attainment level and long life expectancy. 
· Developmental state came from Japan and subsequently copied by SK, Taiwan, Singapore and by China to some extent.
· Meritocratic bureaucratic such as ministry of finance have been fundamental to develop industrial policy 
Industrial Policy 
· Distorting the rules of the game to favor specific industries 
· Allocating the country’s scare resources such as land, loans, physical subsidies, tax policies, export etc…to some specific targeted industry
· What industries were targeted?
· High tech industries, automobile, renewable energy 
· Protecting domestic companies through domestic guidelines 
· Some successful Japanese companies suggest that Sony, Honda, were denied any assistance by Japanese government in the 1960s. 
· The government was trying to play God and control such industries. 
· These companies sought the international markets and defy government’s wishes 
· Japan tried to merge Mitishibi, Hyundai, and Toyota together to compete with the US car companies
· Much like Dragon Den, Japan is the “dragon” trying to determine what industries were worth investing in. 
· East Asian Developmental stateControversial idea. 
· After World War II, Japan embrace parliamentary democracy but a centralized bureaucratic national government. 
LDP (Liberal Democratic Party) 
· Formed in 1955. Held majority government 1955-1993, 1996-2007
· More right winged conservative than liberal for LDP 
· In 1993, it was defeated by social party. 
· Defeated by DPJ in 2007. 
· IN 2009 DPJ won a majority in lower house 
· “Catch all” party 
· Trying to catch everyone from all spectrums. Represent all voters
· Its supporters come from agricultural/rural area, small and large businesses. 
· Powerbase: business elites
· Farmers
· Constituted a substantial part of the voters’ base
· Regulated rice prices (keep it high) in order to gain support from farmers. 
· Protected the price of rice and had it left to the market, there would be no rice paddies in Japan. 
· The Government strategically chose this industry to invest in. 
· Government skewed the district territories to inflate the number of seats/representation in parliament. (Lower population than urban districts but nevertheless the LDP did this to gain support). 
· Small businesses in urban districts
· 7/11 and neighbor shops 
· Post war periodBusinesses had fewer than 30 employees. 
· LDP government taxes small businesses lightly and did not enforce taxes aggressively
· Passed a law that made it impossible for larger retailers to relocate in the Urban districts. 
· Salaried workers in large corporations 
· Blue and white collared people 
· Few labor policies
· Managed to retain distinct Japanese culture despite being very developed. They still sell distinct Japanese goods instead of being dominated by large American brands like Wal-Mart etc…
· Financial backup by large companies 
· Establishment of Japan productivity center with the help of USIncreased productivity would expand markets, raise employment and raise standards of living. Government told unions to convince workers to restrain their demands for higher salaries etc… 
· Way of moderating wage rights and selling to the workers about their flexibility in work conditions
· Instead of laying off workers, they promised their long term employment. 
· Dong Wei systemsocial welfare is provided b/c you are employee 
· Flexible hours but in return keep your job (lower wages) 
· Employment policies 
· Court support for salaried workers
· Small businesses, farmers, etc… become staunch supporters of the LDP for many decades. 
Single Ballot, Multimember District System 
· 3-5 people represent each district
· Does not have to win majority number of votes. If you have more than 6 people, you can get elected with 15-20% support 
· Multiple Candidates represent one party 
· Substantial problems: helped LDP to stay in power enabled the party with most resources to succeed. 
· Oppose LDP candidate A with LDP candidate b…
· Candidates within each party would try to hoard its own supporters. 
· Candidate can be elected by winning small share of vote 
· Local voter mobilization 
· At local level, you are competing against people from the same party. 
· You have to tell voters what you can personally offer that is different from the other person in the same party 
· Campaigning was therefore localized. 
· What you can promise is some perks to local industries: exchange of money under table, special infrastructure projects etc…
· It is a targeted local benefit policy that cannot be generated on national level. (“Money” politics developed and as a result, there is a lot of corruption. 
· Helped LDP stayed in power for many years. 
· Patron client relationships characterized the relationship of LDP and the voters. 
· Prefers to corrupt relationships 
Patron-Client Relationships
· The person with political power (patron) and the person providing the financial resources is the client. 

· National factions:
· Multi member districts contributed to the factions of LDP.
· Two factions: 
· Career politicians (Tanaka) 
· Protected interests of constituencies such as farmers, construction and benefited from their support. 
· Tanaka served as prime minister for two decades and his heirs were from the same faction. 
· Career bureaucrats-turned politicians (Fukuda) 
· Relationship with bureaucrats despite leaving it later on. It becomes your main support base. 
· Local: Koenkaima( local support groups) 
· National factions carry to local levels 
· Parliamentary would maintain this to gain votes, financial backing etc…
· Symbolic patron-client relationship
· Way of saying “you scratch your back (vote for me), ill scratch yours” 
· Under the multi-member system apart from inter party competition, intra-LDP fighting is also intense. The members will be offering deals to buy votes. 
· Local support groups have been important for LDP to secure electoral votes from farmers and small businesses. 
Iron Triangle 

· Bureaucrats might leave to go to LDP party. Business leaders in turn provides financial backing to keep party in power
· Policies have laid foundation of strong growth for Japanese economy. Many observers such as Chalmers Johnson have credited the success of Japan to the bureaucrats and the administration guidance. 
· Massive construction projects were part of money politics; the foundation of growth in the 1970s and 1980s has come under attack after the 90’s. 
· Due to the way the party works, the party has been corrupted by the politics. The credibility of the bureaucracy has been undermined after being mired in corruption scandals. 
· After the economic bubble burst, financial institutions were carrying bad debt levels (loaning that were under the ministry of finance) 
· Is there a parallel to Chinese economy and Japan? (Is China going down the same road as Japan?) 
· How has organized crime impacted Japan? 
· Certain goods and services that states cannot provide at local level. Organized Crime that knows the community well can mobilize people and provide the community with public goods and services.
· It is an underground society but from a political and sociological standpoint, it can provide the services for these locals. 
· Back in the high growth period when politicians needed to implement policies, the financial resources were offered by business elites (Good thing?) 
· But after the 1990s, People said it was a bad thing which explains the paradox of the East Asian development state
· Criticism: How do you select cases? What period are you looking at? People who makes allegations that East Asian State is a good thing only looked at certain time periods. 
· After the birth of economic bubble, the reputation of LDP and bureaucrats had suffered as a result 
The Economic Bubble 
· Political institutions and economic structure served Japan very well. 
· In the 1980s, as stock prices increased, the bubble grew (housing prices ballooned) 
· Yen depreciated significantly and sent many manufacturers overseas 
· It became expensive to conduct business in Japan thanks to the rise in currency. 
· Burst increased when Japanese Banks increased interest rates to plunge the housing and currency rates. 
· Low interest ratesReal estate companies can get loans at a low rate (raised interest rates to control inflation) 
· Interest rates have been set to 0 for two decades. Interest rates were so low that you cannot lower anymore. 
· The government tried to stimulate economy by spending on infrastructure but growth is near nothing. (“lost decade”) 
Lost Decades: Why can’t Japan reform? 
· Politics impede economic reform 
· Multimember system was a problem
· Weak power of PM and cabinet is costly in times of crisis 
· Bureaucratic want to retain power so they became resistant to economic reform 
· Japan does not want bold reform. 
· It might change the core structural foundation underpinning the society and result in massive unemployment and other social dislocations. 
· Unemployment rate stayed low in comparison to US. And then from the 1990s and onwards, the unemployment rate rose. 
· The contrast between shareholder model (companies in western society maximize the shareholders’ benefit and profit) but Japanese companies maximizes shareholders and stakeholders’ profit. 
· The banks that it has dealt with over the years (stakeholders), and if the company goes bust, then all the workers would be lost. 
· The Japanese companies feel obligation to take care of its workers, stakeholders, clients and even government. 
· Japan’s society itself, takes into account the collective. (interests of stakeholders and whole range people) 
· keiretsu  Companies maintain long term relationship with banks. Banks provide companies with credible rates. 
· E.g. Mitsushibi bank owns car company, auto parts etc…
· When these companies need money, they will borrow from Mitsubishi bank 
· Horizontal vs. vertical keiretsu (http://en.wikipedia.org/wiki/Keiretsu) 
· Horizontal keiretsu 
· Vertical Keiretsu 
· Creates loyalty…never choose another company to distribute products and keep/acquire same parts from same companies. 
Horizontal keiretsu

Vertical keiretsu

Lecture#8-State, Corruption and Development
· Criticism of East Asian Developmental Model 
· Contrast corruption in South Korea and China 
Lecture Outline
South Korea: Corruption and Development State
· SK under Park Chung Hee
· Corruption, special favors, and political donations
· Reconciling high growth and corruption? 
China
· Individual corruption
· Organization corruption 
· What is the nature of the Chinese State? 
SK’s high growth period of 1960’s and 1970’s 
· Park Chung Hee’s rule: 1961-1979 
· SK’s GDP was lower than Philippine’s in 1961. 
· South Korea has improved drastically in the last 40 years 
· Set his priorities on industrial promotion and economic growth 
· Given SK’s vulnerabilities in the 1960’s particularly the threat of communism from the north, restoring economic growth was essential to preserve national security. 
· Different from Predecessors (Rhee) who ruled in the 40’s 
· Rhee was preoccupied with the relationship with the US and reunification of North (Economy was second) 
· Park Chung Hee was educated in Manchuria and had admired Japan. 
· Park’s affinity with Japan
· Solution to communist threat and economic growth is to copy the Japanese model of state led economy
· He wanted to reconstruct SK with Japan’s model 
· Japanese modelState led 
· Under park, there have been powerful administrations: economic growth board and South Korean Bank. 
· Government bureaucratSecond prize in comparison to private entrepreneur. 
· Military associates in charge of key industries
· More politically repressive in comparison to Japan
· Violently suppressed workers 
· Attempt at forming unions were declared as communist
· Keiretsu are not family owned but owned by private individuals who are centered by banks. 
· Economic domination by the Chaebol 
· Chaebols are family owned
· Under Park, the state had a close relationship with big businesses 
· When he first came to power, he was charged with corruption and realized that in order to  grow economy, you had to have good relationship with big businesses 
· E.g. Samsung has chemical industries, financial industries, etc…
· Bank loans for Chaebols came from government owned banks. (direct ability to determine the fate of big businesses) 
· The Kieretsu had loans from major banks (which are NOT owned by government) 
· This does not mean, however, that Japanese government cannot intervene. 
· Means that SK and Japanese government intervened in the economy in different ways. 
· If the Chaebol fails, economy fails 
· Highly concentrated buisnesses facilitated government collaboration 
· Under Rhee, there is an import substitution policy. 
· Use of import tariffs and various policies to keep imports out in order to develop your own infant industries 
· Costly policyAll of these tariffs would keep imports out but the subsidies given to domestic industries were also costly for the government. By keeping the imports out, there is a major drain on economy. 
· Then there was export promotion policies 
· Encourage local industries to grow by exporting their scale. 
· Traditional view of Development state asserts that Park used export subsidies and bank loans to encourage Chaebols to export to foreign markets. 
· Subsidies were provided at a cost of government. Once the company puts exports around the world, it can reclaim its costs. 
· Special favors and Political donations 
· These subsidies are only given to CERTAIN companies hence the favors. 
· Author DavidBank loans were awarded selectively to politically connected firms. 
· Park created a democratic republican party after coup in 1961; Park started to hold elections in 1963. 
· Political opposition and dissent was monitored. 
· Credit control was an important tool of government to control business behavior. 
· Park also used tax credits and benefits to support loyalty from businesses. All these bodies were used in exchange in allocation of bank loans and other preferential policies. 

Corruption and developmental State 
· How do we reconcile the fact that high economic growth and corruption? 
· 10% of economic growth vs. intense corruption. 
· Evidence that SK’s government was corrupt but at the same time, the economy was growing quicly
· Developmental state model gives the initial impression that these bureaucrats do not have personal references, neutral, and would allocate subsidies based on performance of companies. 
· This is wrong b/c these individuals have their own motives, their own biases. It is not necessarily good for economic growth b/c you think about your own pockets. 
· TO advance is to be successful. You NEED to produce RESULTS. 
· Mutual hostages: keeping each other in check.
· Give me some under the table pay/ guaranteed job, if I guarantee company’s success NOW. 
· Case of encouraging large business colomegrates while discriminating against the smaller
· No surprise that Chaebols became so large, that government could not let them fail. 
· Depends on how states work with big businesses 
· Given that government’s control over the financial sector in the 1960’s and 1970’s, businesses were motivated to make gains given low bank interest rates
· Chaebols expanded quickly and borrowed as much money as possible from government and were indebted.
· As long as economy still works, there is no pressure for these Chaebols to repay the debt 
· The bank loans in the 1960s were given to nine companies, with families in powerful positions. 
· Family members that would sit in important bureaucratic positions and half of the government loans were given to 9 Chaebols. 
· This allowed Park to stay in power. 
· But b/c of the dominance in economy, Chaebols knew that the government needed them and could not hold them ransom. (no extraction of corruption from big businesses) 
· They needed to make these companies as profitable as possible. If Chaebols go bankrupt, the economy would become bankrupt. 
· These Chaebols would make sure they give donations to the current government to keep them in power such that the bank credit (from government) would continue to give these Chaebols money. (circle) Corruption all around .
· Neither political elite or business elite could take excessive advantage of one another. Neither was able to full gain upper hand. The Chaebols were forced to work together. No stronger market than the other. (equal bargaining strength) 
· The State was reliant on Chaebols for political funds but was not powerful enough to push Chaebols to go in the direction they wanted. 
· Balance of power allowed the two parties to collude and to control “excessive rent seeking”
· Rent seekingCorruption 
· Two groups were vulnerable to each other. 
· In 1975 the large Chaebols accounted for 10% of GDP. The twenty largest Chaebol comprised 25% of GDP. 
· CRITIQUE OF DEVELOPMENTAL STATE: governments picking winners but winners are picked based on political favors. In SK, the economy DID not spin out of control as a result of corruption. Each party had the same power to keep each other in check. 
1997, Asian Financial crisis 
· SK opened up its capital account and allowed capital to flow into country
· The Capital began to come in and the state was not the sole supplier of capital anymore
· That disrupted the dynamics and the businesses started to owe money to foreign owners. Businesses started to get into trouble stock markets collapsed, and the IMF came in to clean up the mess
· Privatize? 
Corruption in Post-Reform’s China 
· Dual track pricing system in early reform period 
· (1979)Deng Xiao Peng implemented liberal market reform 
· Market prices were higher than state prices. Reflects scarcity of resources. 
· Two prices of same good: fixed price and market price that reflects supply and demand. 
· E.g. there were two hot dog vendors. Sells hot dog for $1 in the back and $3 in front. Buy the $1 hot dog and sell it $2 in front. (cheaper than the front) 
· Buy goods at state price and sell it to people at market prices (make money from the difference) 
· “arbitrage” buying low, selling high 
· Allowed the well connected to buy cheap from the state and sell high to the market (not everyone can do this) 
· E.g. Professor during Professor Ong’s graduate study period; Japan and Australia 
Defining Corruption according to “benefactor” of Corrupt Acts 
Lu (article)defined corruption according to who benefited from these corrupt deals. 
1) Individual corruption: benefits individuals 
a. Corrupt exchanges
i. Major source of corruption in 1990’s Construction companies winning competitive bids for land is an example. (instead of winning by highest bid, you bribe officials) 
ii. It has caused many high ranking officials to fall from grace (former mayor of Beijing) 
b. Public funds as private capitals
i. Misappropriation of public funds for private useso few checks and balancesmanager could collude with the accountant and say that, let’s take out 50 million yuen and gamble on real estate market. 
ii. Borrow from public funds and make profit on marketsreturn the public funds and keep the profit margin. 
c. Illegal stripping of state assets-“insiders” stripping state assets 
i. Mid 1990’s, restructuring of private firmsstate owned managers would buy out large blocks of shares in the name of employees. 
ii. Managers end up buying state owned assets at significantly lower prices. (major form of corruption) sell high at the end
2) Organizational corruption 
a. The actions of public agency that, by exploiting its power in regulating the market or tis monopoly over vital resources, are aimed at monetary or material gains for the organization. 
i. Different corruption b/c the conduct is not by individuals but rather department based.
ii. Conducted in the name of “legitimate unit “e.g. Finance operation of ministry. Government agencies at local level function based on limited budgets. 
iii. Need to collect revenue from various sources (collect it from the user) 
iv. Motor vehicle could be seen as organizational corruption b/c it goes towards agencies and not private individuals. 
v. Arbitrary fees (form of organization corruption) 

b. Abuse of state power and violation of rules. 
Example of Organizational Corruption 
· Bureaucratic commerce or profit-generating activities by government agencies 
· Sell crafts by prisoners to help subsidize the expenses of prison. 
· Largest source of organs came from people who have been executed in prison. 
· If organs could be sold for a price, then potentially, there is a business to be made. 
· E.g. Ministry of Agriculture selling seeds to farmers…
· Predatory exactions without clear legal mandates
· Refers to excessive charges exacted to peasants b local state agencies
· Enormous burden on citizen 
· Arbitrary fees  (i.e. living in villagegovernment wants to build bridgecollect random fees from peasantscollect fines) 
· Keeping “small coffers” or secret funds 
· Conceal receipts from higher level government so that funds are not shared with higher level government. 
· Considering legitimate means for government agencies to supplement budget and income. 
Nature of Chinese State
· Traditional view; developmental, entrepreneurial, corporatism
· One can rationalize it
· Booty socialist. 
Lecture#9-Japan and Civil Society
· In order for the Japanese candidates to win, you have to differentiate your policies if you are from the same party.
· It becomes more of a favor based vote. (I will give you something if you vote me) 
· Koenkailocal support group that mobilizes voters on a local level. 
· State civil society relationship 
Key Questions: 
· What is the state of civil society in Japan and China? 
· What are the characteristics of civil society in these two states
· What is state civil society relationship in these two countries? 

What is a “civil society”? 
· Can include nonprofit organizations (NPOs), nongovernmental organizations (NGOs) 
· Independent of the state and private units of production
· Such as firms/family 
· Capacity for collective action
· In defence of, pursue certain interests and concerns 
· Voluntary in nature 
· None of us are coerced to join. Join because it s an effective way of presenting issues. 
· Membership and inclusion is voluntary. 
Characteristics of Civil Society in Japan 
· Small, operate on small budgets, have few full time professional staff
· For instance: environmental group. Average membership in USA was about 700 000
· Green peacelarge environmental group that exists in western countries aren’t prevalent in Japan. 
· Small professional staff to run organizations
· Predominance of producer groups. Weak labor, consumer and religious group
· LDP relied on recommendations from business and producers groups. 
· Frequent consultation with business groups such as: Federation of Economic Organization (Keidanren) 
· Represents the interests of business groups/consultation mechanism before business policies are made. 
· Linked by dense social networks 
· Contrast big businesses with small neighborhood associations, these small local groups are promoted by the state, primarily b/c they are seen as less hostile to state. 
· Political advocacy groups underrepresented 
· If it is a political advocacy group, it is hard to set up. (weak in funding) 
· Environmental consumer and student groups constitute a major form of advocacy in Japan. 
· The states promote small local groups, as opposed to large public advocacy groups. 
· Remain small and run by volunteers, not entirely paid by organization. Full time staff remains very few. 
· It is not a large or professional NGO that we typically see in advanced countries. 
· Present society has got to do with the role of the state. 
Role of State in Japan’s civil society 
· What is the role of civil society in a democratic society? 
· Checks and balance to the state 
· If the state wants to retain its power vis-a vis- society, they would want to restrict the growth, size and predominance of civil society. 
· If civil society grows stronger, state power would be restrained. If the state wants to maintain its autonomy, it would have to restrict the growth of civil society. 
· Japan is a soft authoritarian state. 
· State could also do a lot of things without consultation of the society. (which is why it is soft) 
· Japan seeks to destroy pluralistic society groups (human advocacy, consumer, Greenpeace,  while nurturing social capitalistic groups (community groups) 
· What is social capitalistic group? 
· Connection between people and communities 
· Example of social capitalistic group: FUsima nuclear disaster Can help out victims (Japanese government can only do so much in disaster areas)
· States want to promote these groups b/c there is public service for society that the state cannot provide. 
· Legal hurdles on registration
· Bureaucratic monopoly over decisions on “public-interest legal persons”. 
· Bureaucratic supervision. Administrative guidance. 
· Groups are monitored and guided by the government. 
· Many groups have preferred not to register as public interest groups because it is such a cumbersome process so the NGOS or voluntary groups prefer to register as private corporations 
· It is much easier or remain voluntary without any legal status. 
· If you expose your activities too much ,state might come in and dismiss the group. (if you don’t want to be registered) This is a tradeoff of risks. 
Neighborhood ASSO (NHAs) 
· Voluntary and localized organizations; geographically constrained
· Nearly anyone is part of an organization. 
· Limited advocacy capacity
· Autonomous and not part of the state. 
· Difficult for foreigner to be admitted into a Japanese community but once you are accepted, you become part of it. 
· Legally recognized and favored by the state
· Symbiotic relationship within the state
· Do not challenge the state
· Only small requests are considered such as “can you fix the street? NOT CHANGE THE POLICY” 
· Robert Pekannean argues that neighborhood associations are representative of civil society in Japan. 
· One that has members but without advocate. Japan’ civil society is strong in promoting social capital but has limited capacity to contribute to policy advocacy. 
· “Members without advocate” 
Civil society with Chinese Characteristics
· By western definition, NGO’s are supposed to be an autonomous from the state but civil society in China is not separate from the state. In China, NGOS are led by state and state leaders/society follows. 
· NGOS must be officially registered with the Civil Affairs bureau 
· One organization to present each constituency. GONGOs. (Government organized non-government organizations) 
· These organizations must be officially registered in  the government. 
· National labor union represents laborers, Disabled Persons Federation, Old Woman federation. 
· There is only one association in each sector, exclusive relationship dealing with state
· State corporatism 
· All organizations must have a party/state-related sponsor (Guokao danwei). Supervisory role over organizations
· Even the staffs of these NGO’s are part of the government’s pay roll. 
· In 2007, there was an earth quake in Wenchuan. Donations from all over the country were only distributed to the stricken region by Red Cross of China, or China charities-which are the only organizations, recognized by China. 
· Other organizations run the risk of being closed down by the government. (not formally organized/recognized by state) 
· For instance: the old woman’s federation, is a communist sect of the government.
· State/government exerts their control over GONGOs and then they control NGOs 
· In order to formally recognized (NGO), you have to be sponsored by GONGO. 
· Supervised agency is more intense than Japan. 
· Political advocacy groups vs. service type groups
· China has transformed from party command system that dominated directly to one that controls society through surrogates. 
· Maoist state is like a lenist state, party control over every enterprise, all organizations. There is not even a private firm that exists without the state control  
· There is liebralizatin after the Mao era and governments control has changed from explicit totalitarian control to a corporatist control. 
· State has exclusive relationship with an organization that is represented in each sector of economy. 
· NGO established by state has been used as a mechanism by which its control can be loosened. 
· It can control through GONGO. 
· Marxist-Lenist state (strict control) to corporatist control. 
· Transmission beltGONGOS . An example: After Tiananmen incident, economic freedom was very restricted and government wanted to restrict funding by foreign organizations.-->Governments would withdraw money for research dealing with political issues. 
· Rise in service type groupsUrban workers work for Dan-wei
· What is the Dan-wei system?
· Each state run company would have their own place set up for employees to eat, sleep, go to school etc…They would be mobilized. 
· Another way of putting it: the Dan-wei provides public services to its members. Housing, kid’s education and even healthcare, it is a public service 
· It is all provided by the Dan-Wei (state owned companies) 
· IN the pre economic reform period, the state provides services to the people through the Dan-Wei system. But then you have economic reform that privatized the Dan-Wei system
· Everyone who used to work for state owned company were no longer doing so. 
· Liberalization and market reform creates a gaping hole in terms of provisions and public services. 
· That is why there is a need for a service type NGO’s to exist. 
· Markets have taken over social services ever since market reform but the market is not suitable for everything such as education, health care, charity etc…
· The state is LESS hostile towards service type NGOs. 
· Environmental lobby groups, religious groups are all hostile groups to the Chinese government 
· Examples of Service type groupsMigrant workers and students are not entitled to education in big cities.  An example of this would be the group that provides such a service. 
State Corporatism 
· Government takes control over corporate organizations and grants themselves the power to assign leaders at will. 
· There may be different NGOs that exist/spring up all the time and to be formally recognized, you have to sponsored by GONGO (state corporatist group) 
· The state can co-opt these organizations and state corporatism is TOP DOWN control. 

Corporatism 
· INSERT SLIDE 
Political history of Taiwan 
· First wave of Chinese immigrants after koxinga (Zheng Chenggong in 1662) 
· Qing dynasty claimed control of Taiwan in 1885 
· China ceded Taiwan to Japan after 1st Sino-Japan war. (1894-1895) 
· KMT gained control from Japan after WWII 
· General Chiang Kai-shek retreated to Taiwan after being defeated by Communists by 1949. 
· There are various people in China who speaks different languages
· This gave way to different identities 
· Complex national identity. 
· There are the national Taiwanese whose ancestors came from Taiwan who came from early period, they speak Taiwanese. 
· In Taiwan they are referred to as bun cheng run? (inside the province) 
· There are mainlanders 
· Three Groups of people towards the issue of China and Taiwan: 1) Unification to China, 2) independent from China 3) Ambiguous status

Taiwan’s National identity 
· Benshengren vs. waishengren 
· Taiwanese speaking vs. Mandarin-speaking ethnic Chinese
· Historical vs. pragmatic perspectives
· People who use history believes in historical destiny and are in support of unification. They have arrived at Taiwan after 1949 and believed that Taiwan was part of China and it was a destiny that we have returned to China. 
· This day will come but at the end of the day ,we must be part of China 
· There are the pragmatists, no clear ideological conviction…How would China benefit me? 
· These are the people who are motivated by utilitarian calculations and takes independence or status quo. 
· Aged 40 and above people are in support of this group. 
· A lot of Taiwanese are educated by the United States system and are from the developed country even though it is not formally a country. 
· Tremendous economic growth in 30 to 40 years and Taiwan has come a long way for economy.  This was achieved it had very little recognition and did not stop it from growing. 
· People who saw the benefits of the status quo recognizes that it did not stop them from growing at all. These are the pragmatists. 
· Those who believe in historical destiny, they share a fundamental belief and believe that ethnic identity is the equivalent to POLITICAL IDENTITY. Being an ethnic Chinese means that YOU ARE PART OF CHINA. Therefore, Taiwan must become part of China 
· Pragmatists sees political identity as interrelated but not necessarily identical. It is ok to be ethnic Chinese but not be part of China.  (i.e. Jeremy LinEthnic Chinese but holds American citizenship) 
· The first group defines China’s true borders as all those claimed by the Qing dynasty. China in the last few hundred years have been a historical apparition. One day, we will return to China in its strongest era. (Pragmatists refuse to believe in this) 
· Ethnic identity= political identity? 
· Contention over China’s border, Japan’s influence on Taiwan. 
· There are Chinese who have strong national sentiment who feels that Taiwanese who calls for independence are a plot called by foreigners to weaken/undermine China. 
· Pragmatists: Taiwan identity is distinct from China. The anti0imperailists discrouse refuse that Japan’s colonization of Taiwan was valid to begin with b/c China was forced to seek Taiwan under military threat.
· B/c we do not approve of Japanese occupation, we do not care whether or not Japan had had an influence on our culture. 
Taiwanese Attitudes towards Cross-Strait Relations
· Taiwan is an established democracy
· KMT (pro unification), Democratic Progressive Party (DPP) (pro independence and speaks Taiwanese), People First Party
· KMT used to be led by Chiang Kai-shek. 
· Political leaders: Chiang Kai-shek & Chiang Ching-kuo (mainland-born), Lee ten hui (Taiwan born); Chen shui-bian (Taiwan born); Ma Ying-Jeou (mainland-born) 
· Both Chiang-Kai shek and Chiang Ching Kuo were in favor of reunification
· There was an attempt by Taiwan to gain a seat on UN council. 
· Chen Shui-bian was seeking immediate independence from China and is now in jail for corruption. 
· Ma Ying-Jeou is part of KMT and it is questionable as to where he was born. 
· Peace Treaty with China, If China removed missiles that were pointed towards Taiwan, and even open up to tourists.
Public Opinion in Taiwan
· Third generation about 50% want unification. 
China’s strategy Towards Taiwan 


Phase I: 1978-1992 
· “One China” policy maintained
· Reunification based on “one country, two systems” 
· Reserves the right to use force
· Normalization of Sino-US relations
· Nixon paved the way for normalization and the recognition of one China policy was formally upheld by Carte administration. 
· Taiwan Relations Act 
· Commits itself to protect PRC for the US. 
· It is a signal of credible contract where Taiwan would be protected by US in the case of invasion by China. 
· Works as a deterrent 
Phase II: 1993-April 1995 
· Growing prominence of TALSG led by Jiang 
· Jiang’s “eight point” initiative 
· Suggests that as long as Taiwan would negotiate under the principle that there is only one China and that Taian is part of China, Beijing would consider Taiwan’s concerns including denouncing the threat of attack. 
· Concilliatory tone in comparison to Deng Xiao Peng. 
· Recognition of Taiwan as equal political entity? 
· Generational change in Taiwan politics from mainland-born pro-unification leaders (Chiangs) to Taiwan-born pro-independence leaders (Lee)
Phase III: May 1995 to March 1996 
· Lee Teng-hui’s visit to CornellTaiwan seeking “creeping independence”? 
· Cross strait crisis in 1995-1996 
· Lee Teng-hui, a Taiwan born KMT leader, became the first directly elected president in 1996. 
Phase IV: 1996-2002
· Pro-independence Chen SHui-Bian from DPP elected as president in 2000. 
· China issued a second white paper-China considered using frce if Taiwan avoided entering into talks indefinitely. 
Phase V: 2003- present
· Hu Jin tao used a rang eof carrots and sticks
· Articilation of peaceful diplomacy 
· Soft power
· Increased cultural business and trade linkage
· Increased military spending, anti-secession law 2005 
· PRC’s perspective: political legitimacy rather than territorial rights; national pride 
· The exchange of gifts from Hu-Jin tao that we want peaceful realtions and increased economic integration 
Lecture#10-FINAL LECTURE: How does the Rise of China affect the East Asian countries?
· China has embrace multilateralism in its region; there are many arrangements between them and other East Asian countries.
· UnilateralismDon’t care about what other countries do. 
· When you have multilateralism, there are formal solutions between countries and try to work things out. 
· We are trying to understand why it has chosen to do so. 
Key Questions 
· How are the SEA countries responding to rising China?
· Why is China embracing multilateralism in East Asia? 
· Will China change rules to its own advantage? 
Map of Asia
· South East Asian countries are small and medium sized countries, all of them except Thailand have been colonized. (i.e. Vietnam by France) 
· These are young countries that have gained independence for a maximum of 60 years. 
Southeast Asia’s Responses to a Rising China 
· Hedging-keeping open strategic options against a future security threat
· Don’t put all your eggs in one basket. 
· When oil industry prices go up, you want to get the price at the low price in the hopes it goes up. 
· Balancing-a state balances against a current threat either internally or externally 
· Internal strategyShift resource allocation from industries to defence capabilities.
· External strategyAlign with common nation against a common enemy
· Bandwagoning-aligning with a threatening country to avoid being attacked by it; “being on the winning side” in the hopes of realizing economic gains. 
· Joining the stronger side. 
· When you learn mandarin/Chinese, you are bandwagoning for opportunities.
· “If you can’t beat them, Join them”
· Engagement- inclusion and rewards to socialize a dissatisfied power into accepting the existing rules and institutions 
· Opposite of engagementdisengagement or isolationtrying to contain someone 
· E.g. United States containing China or them trying to enter a dialogue with China on improving its human rights record is “engaging” china to persuade them to do certain things. 
· To force China to accept their current rules 
· Rise of China in economic and military sense have raised the possibility of for the first time In the modern era that China will soon have its own power to impose its own agenda on the region
· Some people see Beijing’s threat to use power in 1995-1996, as a sign of how China may deal with disputes in the future (That is to use force) 
· China has been aggressive on territorial dispute in South East. 
· Principle of foreign country of SE: is to preserve their autonomy and sovereignty. 
Strategies 
· ASEAN: engagement and bandwagoning
· Original AESEAN member states: Indonesia, Malaysia, Singapore, Philippines and Thailand. Another 5 joined: Vietnam, Cambodia, etc…
· Main objectives:
· Peace and stability
· Economic Growth
· These countries have been colonized by western nations AESEAN as an organization practices engagement. None of them tries to isolate China. This involves Chinese participation in dialogues and agreements. 
· Engagement rests on the assumption that by involving China, there will be less tensions. 
· There is also bandwagoning where every country is trying to get on the good side of China, to get their success as well. 
· Thailand: hedging
· Tries to maintain good relations with both China and US
· With the Vietnam invasion of Cambodia, Thailand has a common interest with China to keep Vietnam in check. 
· Benign view of US: benign international power that does not have interest in occupying their territory. 
· Singapore/Philippines: low-level balancing 
· Singapore feels threat and balances out against China (attempts to) 
· Requests US to maintain military threat in its borders to go up against China. 
· Phillipines have disputes with China about the “islands” (there is oil( 
· Close association and affinity with America. 
· That’s why you see military cooperation with the US 
· Vietnam/Malaysia/Indonesia: highly restrained form of balancing. 
· Countries seek to avoid antagonizing china by practicing limited/low intensity balancing. 
· It is balancing but it is highly restrained 
· Lower than low level balancing. 
· Vietnam borders a province of China and Malaysia/Indonesia fears the strength of a rising China 
· In the early 1960s/1970s, there were communist insurgencies and most of them were bankrolled by China. Since the 1980s/1990s, these countries cannot afford to ignore China. (there is no more communist threat in Indonesia or Malaysia) 
· They do not feel vulnerable in geo-political sense like Singapore and Philippines. 
· Malaysia and Indonesia are Muslim and are against US. 
Summary
· Singapore and Philippines (Pro US) vs. restrained form of balancing in Malaysia and Indonesia
· Hedging by Thailand. 
· There are some similarities between Singapore and China: authoritarianism. 
· Developmental state and development of Capitalism in Chinaresembles developmental state in SingaporeFormer Prime Minister Lee Kuan Yew tried to sell his ideology/management of a country to China. 
· US is biggest trade partner to Singapore. When China sent missle tanks to threaten Taiwan, there were big reactions to it already. When Singapore teams up with China, then the entire SE region would explode. 
· US out of region first before China is a predominant power. 
China’s increasing multilateralism and regionalism in East Asia 
· Traditionally China is hesitant to participate in multilateralism and are afraid to compromise sovereignty and possible exploitation by US/other powers to constrain Chinas actions. 
· Post Cold War Era has witnesses the rise of global affairs 
· AESAN regional Reform  (ARF) 
· Security concerns 
· Declaration  on the Conduct of Parties in South China Sea 2002
· Signed by 10 foreign ministers of AESEAN in China where they pledged to solve issues in peace not violence
· Aimed to find friendly solution to the island dispute 
Economic Groups
· Open regionalism and economic agreement to cooperate together
· Asia Pacific Economic Cooperation (APEC) 
· China=Asean Free Trade Area (2010)
· Free trade area between 10 members and China
· Reduced 90% of imported goods to 0.
· Chinese cars were allowed to enter Malaysia duty free due to the free trade area. 
· E.g. same as North American free trade agreement with Mexico, China and Canada
· East Asia Summit (EAS)
· Broad political concerns with aim of promoting peace
· Recognizes AESEAN and working with members of it 
· Concept of East Asian grouping was promoted by 1991 Malaysian PM. (exclude western: New Zealand, Australia etc…) 
· AESEAN + 3 (China, SK…)
· Chiang Mai initiative 
· Multilateral: WTO 
Liberal interpretation 
· Realism (opposite philosophy)
· Liberalism
· Warfare would threaten prosperity for both sides
· If two countries become economically integrated, they’d be less likely to go to war together. 
· Forming international institution, there is likely chance that states can work on a collective goal by foregoing immediate gains. 
· Regionalism and multilateralism can be seen as institutionalized cooperation which is a mechanism of political control. 
· Trade off is more reliable than coercive power
· China is increasingly realist power struggle which was a strategy adopted by Chairman Mao. 
· Benefits of AESEAN are more than just the gains China would have done by themselves.
· China limits its own sovereign interests for the sake of engaging in multilateral frameworks in order to gain greater independence. 
· Institutionalized cooperation to lock in other countries into a stable order conducive to the state’s long term interests 
· China is a status quo power (as opposed to a revisionist power) that seeks to advance its interests through the existing international system. 
Realist interpretation 
· Sees FTAS as instruments of economic statecraft as China pursues a regional sphere of influence
· Cultivating interdependence with small countries such as its AESEAN partners as a means of enhancing its political power. 
· Any interruption in commerce can be expected to hurt both sides but the adjustment costs are likely to be far greater for the smaller partner
· Just by increasing economic relationship with smaller countries, the bigger countries can hold them hostage by having greater interdependence. 
· Get the region to accept Beijing’s views on Taiwan’s status 
· China prefer either in global multilateral settings or regionality with weaker parties
· “AESEAN WAY” 
· Consensus and consultiation, noninterference In each other’s domestic affairs
· Myanmar human violations: AESAN was very reluctant to interfere that country’s affairs. 
· Balance against US power 
· By entering in various regional agreements in general, China establishes itself as the leader in the region
· Reduce (implicitly) US dominance in this region. 
· To Reduce US influence In the region by positioning itself as the heart of the trading center. 
Exam Outline
· First 10 minutes of reading 
· Choose 4/6 questions-each question has different points 
· Define a term
· Give examples 
· Go through LECTURE NOTES, look for key terms, key concepts and then go to the readings. 
· Define this term according to author X’s conception. (to clarify it) 
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