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THE JUNE FOURTH MASSACRE
AND CHINA’S ECONOMIC
MIRACLE
By Hu Ping

China’s ability to implement economic reform without social

justice or public legitimacy can be traced back to its successful

suppression of the 1989 Democracy Movement.

Deciphering the “ChinaMiracle”

On February 24, 2004, Dr. Jiang Yanyong issued an open letter to the National People’s

Congress calling for a reexamination of the June 4th Massacre. News of this letter

spread quickly, and Dr. Jiang’s request was soon echoed by many others around the

world.When a journalist asked PremierWen Jiabao about Dr. Jiang’s letter during the

National People’s Congress press conference onMarch 14 that year,Wen did not pro-

vide a straightforward answer, instead reciting a lengthy speech that had clearly been

carefully prepared in advance:

In the late 1980s and early 1990s, China experienced a severe “political storm.”

Around the same time, the Soviet Union was disintegrating, and Eastern Europe was

in the midst of sudden and great change. At this crucial juncture for the fate of our

Party and country, the Central Committee relied firmly upon all comrades within

the Party and all people of our nation and reaffirmed our unwavering determination

to implement the policies first articulated in the Third Plenary Session of the

Eleventh Central Committee, thereby creating a stable environment for China’s con-

tinued reform and opening, and safeguarding our nation’s pursuit of socialism with

Chinese characteristics…. Fifteen years have passed, and China’s reform, opening

and socialist modernization drives have achieved momentous success, as each and

every one of you can see today. These successes are rooted in our continued determi-

nation to maintain unity and solidarity within the Party, as well as social and politi-

cal stability throughout the country. The next two decades will be a crucial strategic

period for China’s development, with many opportunities waiting to be seized.We

cannot miss these opportunities, and must focus our attention on development,

wholeheartedly striving for ever greater progress. I believe that with another 20 to 50
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years of stability, China will have certainly developed into a much stronger country.

Thus, unity and stability are more important than anything else at this moment, and

are the factors that concern me, as Premier, above all else.1

We should remember thatWen Jiabao could have not attained the position of Premier

of China without a thorough mastery of “CCP Party-speak,” in which the cruelest and

most tyrannical of ideas are expressed in the most refined and stately of ways, washing

away even the slightest scent of innocent blood. Under the cover of Party-speak,Wen

managed to express his point quite clearly: namely, that the June 4th Massacre was the

right decision and that without it, China would not have the stability that it enjoys

today. According to his reasoning, the massive economic achievements of the past 15

years prove that the June 4th Massacre was the correct choice for China. In other words,

slaughter and suppression are the source of China’s continued stability and economic

development.

Wen Jiabao’s speech was merely a repetition of the official stance on the Tiananmen

Massacre as expressed by other senior Party leaders, and provided no new information.

Nonetheless, these comments direct our attention towards an extremely important

issue: what exactly is the relationship between the June 4th Massacre and China’s eco-

nomic development?

In recent years, the rapid growth of China’s economy has captured the world’s attention

and admiration; many have even referred to China’s experience in the nearly two

decades since 1989 as the “China Miracle.” Elsewhere in the world, the formerly com-

munist countries of Eastern Europe and Russia have implemented similar market-ori-

ented economic reforms following a transition to democracy; however, in stark

contrast to the “China Miracle,” their economic performance has been quite lackluster,

with many countries even experiencing lengthy economic declines. These develop-

ments are quite perplexing: how is it that economic reform in the democratic or semi-

democratic states of the former Soviet Union and Eastern Europe could lag behind

those of China, which continues to be home to a one-Party dictatorship?

The so-called “East Asian experience” is an oft-cited “answer” to this quandary: both

South Korea and Taiwan underwent economic takeoffs during periods of authoritarian

rule, suggesting that authoritarianismmay be the best option for developing countries.

With the single caveat that an authoritarian government must make economic devel-

opment its priority and point the nation’s development in the right direction (meaning

that it remains dedicated to developing a private market economy and steers clear of

communism and economic planning), the “East Asian experience” stipulates that an

authoritarian system could theoretically achieve more immediate results than a demo-

cratic system. This argument is clearly a broad generalization, as there are plenty of

counterexamples, yet it is also not completely illogical. The issue of greatest importance

to us here, however, is not the general question of whether democracy or autocracy

provides a better environment for economic development, but rather the more specific

question of whether economic reform and development in formerly communist coun-

tries would benefit more from a transition to a democratic system or from continued

authoritarian governance.
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Now that time has passed

and everyone can agree

that communalization

was a mistake, the Party

should return all

property and assets to

their original owners.

Turning fish soup back into an aquarium

Let us begin our exploration of this topic by analyzing the various approaches to eco-

nomic reform adapted in formerly communist countries. Such reform, which consists

of making the transition from a planned economy and public ownership to a market

economy with private ownership, is a task much easier said than done. The difficulties

inherent in this process became obvious almost immediately upon their initiation in

many formerly Communist countries, where people compared it to “turning fish soup

back into an aquarium.”

Roughly speaking, there are three ways by which public assets can become private

assets: returning, distributing or selling.

The first option, returning assets, consists of returning assets seized during communal-

ization to their original owners, or providing reparations for seized assets.Most people

nowadays attribute the success of China’s economic reform to Deng Xiaoping and his

well-known admonition to “let some people get rich first.” But an elderly peasant from

Shanxi Province revealed the hollowness of this rhetoric: “Back before liberation our

village already had one landlord and two rich peasant families. Some people had

already ‘gotten rich first.’ If we had only known what things would be like today, what

need was there for all that we went through back then?”

Now that time has passed and everyone can agree that communalization was a mis-

take, the Party should return all property and assets to their original owners. One

approach would be to return actual assets or property: for example, returning the

Zhang family’s factory to Mr. Zhang or his descendants, or returning the Li family’s

land to Mr. Li or his descendants. Another approach would be to provide compensa-

tion for confiscated assets to their original owners. Czechoslovakia, Hungary and East

Germany all included the return of assets to their original owners as part of their

reform packages.

This approach, however, is only applicable in certain situations.Many decades have

passed since communalization; people have passed away and the world has changed.

Thus, even with firm dedication and effort, returning everything to its original owners

and original condition remains an impossible task. Let us also not forget that since seiz-

ing power in 1949 the Chinese Communist Party has built countless buildings, started

up numerous enterprises and opened up new fields for cultivation: none of these new

buildings or enterprises or plots of land have any former owners to which they could be

returned. Because of the shortcomings inherent in this method, the two other methods

of distributing or selling public assets have served as the primary means of privatiza-

tion in most formerly communist countries.

The second privatization option, division and distribution, consists of distributing to

“the people” assets long nominally theirs; everything formerly under “collective owner-

ship by the people” is actually divided up and redistributed to each member of “the

people.”One example of this method would be the household contract responsibility

system, a major component of China’s rural economic reform; although farmers do not
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enjoy full ownership of their land, the authority to manage their land independently

has brought about positive changes in the Chinese countryside.

However, while this method works well in some cases, it cannot be applied in all cases.

We can begin to see the problems inherent in this approach if we take it one step fur-

ther: you can divide up fields and give them to farmers, but can you do the same with a

factory? How about a state-owned enterprise (SOE)? Obviously, the answer is no.You

can divide a large block of land into 10 individual fields, and the land will still be land;

but if you take a lathe and split it into ten parts, it will no longer be of any use to any-

one. Splitting up a factory and distributing pieces of it to its employees would achieve

nothing more than ruin and waste. To avoid such problems, public assets are generally

transferred into shares according to their values, and then distributed evenly amongst

the people. Czechoslovakia and Russia are two nations that adapted this approach of

“one share for everyone.”

Distributing shares of public assets is a particularly even-handed way of achieving pri-

vatization, but it also has its shortcomings. First, shares and their accompanying rights

are left far too dispersed in this approach, hindering initiatives that can spark positive

change in management and operations. Everyone has a share, but at the same time,

everyone has only one share: in the end, no one really cares about operational effi-

ciency, thus perpetuating a managerial weakness inherent in past communal owner-

ship.

Transforming a SOE into a true private enterprise entails taking an entity that at least

theoretically belongs to “everyone” and making it belong to just a few qualified individ-

uals. This process requires a period of competition during which certain qualified indi-

viduals will consolidate an ever greater concentration of shares, and finally become

true “capitalists” capable of adeptly managing their enterprise. However, in the early

stages prior to the “arrival” of these capitalists, an enterprise’s efficiency will not neces-

sarily improve, and may in fact decline.

The second problem with this approach is that despite the equal distribution of shares,

discrepancies remain in terms of investment knowledge and opportunities for further

investment. The average citizen in a post-communist society would have no investment

experience, and would know little or nothing about corporate operations: how could

they go about making sound investments? A drastic asymmetry clearly exists between

the knowledge available to the average citizen and that available to “insiders” (govern-

ment officials and corporate senior management). These discrepancies make shares

essentially worthless in the hands of ordinary citizens; at the same time, those who rush

to cash in their shares are not necessarily any more secure: with a sudden burst of cur-

rency inflation,money itself could be just as worthless.

Another dimension of this problem is that without strong oversight, “insiders” could

use their superior access to information and official relationships to quickly amass vast

fortunes through legal as well as illegal means, a trend that would breed resentment

and opposition amongst the citizenry. Ultimately, such potential difficulties have made

each country’s experience of “one share for everyone” different: the process went rela-
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tively smoothly in the former Czechoslovakia, while Russia’s experience was fraught

with problems.

The third privatization option, selling, consists of selling state-owned assets at public

auctions, raising funds that can then be used for public welfare expenses (public serv-

ices, social security, etc.). One country that used this approach extensively is Hungary.

This method, however, is also not free of difficulties. The main problem inherent in this

approach is the severe shortage of surplus funds available in the initial stages of reform:

even those individuals considered wealthy at the time would probably lack sufficient

savings to purchase a state-owned enterprise.

One option would be to wait for private enterprise to grow stronger and for a greater

concentration of capital to accumulate among average citizens. However, this would

leave state-owned enterprises stuck in a “waiting period”without any potential buyers,

frozen in a condition somewhere between life and death.

This dilemmamight be avoided by implementing reforms prior to the sale of an enter-

prise: for example, making enterprises responsible for their own profits and losses

could provide them with greater vitality during this waiting period. However, upon

closer inspection, this solution is also plagued with problems. Theoretically speaking,

state-owned enterprises are supposed to be the property of all of the nation’s people,

but making an enterprise take responsibility for its performance essentially hands it

over completely to its employees. On a more practical level, massive differences also

exist between enterprises: some are furnished with the latest equipment and have prod-

ucts that suit consumer tastes, while others have only old and worn-out equipment and

products that are out of step with market trends. If SOEs suddenly had to take respon-

sibility for their own performance, some would be able to reap massive profits without

the slightest effort, providing all of their employees, from top to bottom, with a better

life, while others might continue to suffer losses no matter how hard they try, leaving

them unable to sustain even their employees’most basic daily needs.

Such differences are not the result of an enterprise’s own policies, but rather of previ-

ous government planning; even employees had no choice as to where they wanted to

work, and were assigned their posts by the government. Due to the government’s for-

merly domineering role, employees at sinking enterprises would inevitably think: “The

government originally made all of the decisions, so why are they forcing us to bear all

of the disastrous results now?”

Setting aside such potential resistance for a moment, we should also note that there is

no guarantee that making enterprises responsible for their performance would really

boost efficiency: without private ownership, it would be difficult to guarantee sufficient

stimulus to truly shake-up and rejuvenate operations.

Considering the problems inherent in the “waiting period,” one way to avoid this stage

altogether would be for interested buyers to take out loans from the bank, with the

enterprise serving as collateral. This solution, however, provides corrupt officials with



The transition from

socialism to capitalism

calls for the creation of

a small group of wealthy

individuals within a society

of endemic poverty.

THE JUNE FOURTH MASSACRE AND CHINA’S ECONOMIC MIRACLE | 167

opportunities to embezzle funds. Those in power could easily earn fortunes by selling

state assets at low prices to friends and relatives, or to whoever offers the largest bribe,

and because there are no objective and precise criteria for the valuation of state assets,

it would be difficult to prove any wrongdoing. Still another issue is the possibility that

borrowers may fail to repay their loans: there is a popular saying that one should not be

too concerned about massive debt, because the more you owe, the harder it becomes

for anyone to force you to pay it back.

Yet another way to avoid the aforementioned “waiting period” is to sell state-owned

enterprises to international investors.With no domestic tycoons appearing anytime

soon, why not give foreign tycoons a chance? Hungary is one example of a nation

which took this approach, selling so many of its state-owned enterprises to interna-

tional buyers that citizens began to ask if their nation still belonged to the Hungarian

people. Innate resistance to extensive foreign buyouts, combined with discontent stem-

ming from the resulting massive income disparity, leaves this approach, like all of the

others described above, plagued with problems.

While the preceding analyses and accounts qualify as nothing more than a rough

sketch of three general methods of privatization, they should be sufficient to show the

complexity and challenges inherent in the transition from a system of public owner-

ship to one of private ownership. Any course of action will be fraught with difficulties,

breeding widespread discontent and criticism. In democratic societies, people can use

their freedom of speech and assembly as well as their rights to strike, unionize and vote

as a means of expressing their opinions. Faced with such complex and contentious

issues, newborn democratic governments often undergo a series of setbacks, experience

difficulty reaching consensus and implementing policies, and are forced into repeated

major policy revisions. In fact, during the initial stages of reform, the prime ministers

of numerous countries have been unable to finish their terms in office. In the long run,

such common trends amongst new democracies can push the entire economic envi-

ronment into a state of vacillation and unrest, stirring up doubt among foreign

investors and having a negative impact on overall economic development. Considering

all of these issues, it is not hard to understand the ups and downs and continuous diffi-

culties that characterized Russia and Eastern Europe’s experience of economic reform:

the problems that these nations have faced are, after all, only natural.

As the saying goes, “In capitalism, you have poor people and wealthy people, while in

socialism you have poor people and poorer people.” The transition from socialism to

capitalism calls for the creation of a small group of wealthy individuals within a society

of endemic poverty; at the same time, this must be achieved in a way that the majority

of people would be able to accept. This is clearly a daunting challenge.

TheChinesemodel of reform—armed robbery

Besides the approaches described above, there remains one other quite direct and sim-

ple approach to economic reform in formerly communist nations: giving away public
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assets, as practiced in China. As early as the 1980s, Hong Kong economist Stephen Che-

ung Ng-sheung laid out his own vision for reform: “Just allow some cadres to get rich

first, granting them assets and clear ownership rights.”2 Are you worried about a lack of

capitalists?Well, if you just give away assets to cadres, making local Party secretaries

into capitalists, then your problem is solved! In other words, if you make state enter-

prises the private property of officials, these officials will naturally manage affairs just

like any capitalist, providing a boost in efficiency, and allowing for a smooth, one-step

transition from state ownership to private operations.

But, what justification could there possibly be for giving away state assets to Party

cadres? Stephen Cheung explains: “China’s economic reform cannot ignore the imme-

diate interests of cadres.While there are no pressing economic or moral reasons for

cadres to receive special treatment, there is a practical reason: their opposition could

block reform.”

Obviously, if reform consists of simply giving away enterprises to officials, these offi-

cials will naturally all become reformers. But while such an approach clearly takes suffi-

cient, or even excessive, care of the immediate interests of cadres, it is also a clear

violation of the immediate interests of the people.Why should the interests of a small

group of cadres take precedence over the interests of the general populace? The obvious

reason, which Stephen Cheung was unwilling to state directly, is that the opposition of

the general populace, unlike that of cadres, would not be capable of blocking reform.

But, we may ask, what if the people choose to voice their opposition through protest?

According to this line of reasoning, the only possible response to such protest would be

suppression by force. Thus, upon closer analysis, Stephen Cheung’s proposal for reform

is essentially a program of plunder at gunpoint: armed theft under the protection of

authoritarian power.

For fear of triggering intense opposition among the people, the Chinese Communist

Party, at least initially, could not just brazenly accept Stephen Cheung’s already quite

brazen proposal. But everything changed with June 4th. After the terror of 1989, the

Party was confident that the people would no longer dare to oppose them; at most,

there might be a few dispersed incidents of resistance, but never enough to pose a sig-

nificant threat to one-party rule. As a result, the Party accelerated the pace of economic

reform in the 1990s and essentially applied Stephen Cheung’s proposal in repackaged

form.

Thus, the essence of the “China model“ and the roots of its success can be briefly sum-

marized as follows: economic reform has been implemented under the iron fist of a

one-party dictatorship, providing officials with an opportunity to get rich by plunder-

ing state assets, thus making every official an enthusiastic reformer; officials have

reaped fortunes through deception and the use of force, and have implemented instant

privatization by making public assets their own; Party secretaries have, in the blink of

an eye, been transformed into capitalists and dedicated advocates of economic devel-

opment and efficiency. Due to the interweaving of power and money, those with the

most power are most likely to rapidly accumulate a massive abundance of capital. Such

an arrangement provides a fertile environment for the privatization of former state-
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owned enterprises and the development of larger enterprises, and thus drives economic

development in general.

Because China remains a one-party dictatorship, the government has been able to

reform the economy as it pleases without any pressure from the public: it can change

whatever it wants in precisely the manner it sees fit. It can raise prices, lay off workers,

sell a SOE at a certain price or give away an enterprise for free. Given the non-existence

of an effective opposition or checks and balances, and the government’s control over an

extensive and elaborate system to suppress any “disagreeable” public opinion, all poli-

cies can be implemented in full without difficulty.

Because China remains governed by a one-party dictatorship that nips any and all

sources of instability in the bud (for example, by banning independent workers’ or

peasants’ unions), Chinese society appears to have attained a state of extreme stability.

Meanwhile, the government’s control over the economy, its highly consistent and pre-

dictable economic behavior and the absence of any opposition or any prospect of a

change in leadership all serve to attract international businesses, while also providing

the domestic economy with resilience against international economic shocks.

Similarly, because China remains governed by a one-party dictatorship, many fields of

activity—especially political activity—have been designated “off limits,” leaving the

majority of people with no choice but to focus on economic activity. These restrictions,

combined with the emergence of a spiritual vacuum, individual greed and an unprece-

dented emancipation of material desires, have added fuel to the fire of economic devel-

opment. Meanwhile, those at the bottom of the social ladder who have suffered at the

hands of bigwig officials and their manipulation of economic reform have no outlets to

pursue justice within the present system; the dispossessed have no choice but to start all

over and to find a way to make it through each day. Chinese labor is already quite inex-

pensive, but the creation of slave labor through the policy of armed theft disguised as

“reform”has naturally made labor even cheaper, further boosting China’s “greatest

advantage” in global economic competition.

Bringing reformback onto the right path

As noted above, the transition from socialism to capitalism is essentially a process of

cultivating a small group of wealthy individuals in a society in which everyone is poor.

In situations where there is no need for the government to be concerned with public

opinion, China’s approach of reform-via-plunder is inevitably the fastest route to this

goal. The leaders of the Chinese Communist Party claim that China would not have the

stability and economic development it is enjoying today without the June 4th Massacre;

yet in making such statements, they are effectively admitting that China’s reform is a

case of armed robbery. This is the secret of the “Chinese miracle.”

No matter howmany problems Russia and Eastern Europe may have encountered in

the course of privatization, at the very least we can say that public oversight and demo-
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cratic participation were part of the reform process. People had the freedom to speak

their minds and to vote, thus providing the reforms in general with a basic legitimacy.

China’s situation is the exact opposite. No matter howmuch intoxicating splendor

might result from reform-via-armed-robbery, the complete rejection of all forms of

public oversight and democratic participation means that the outcomes of reform, par-

ticularly the current distribution of property and wealth, will never be accepted by the

general public.

The leaders of the Chinese Communist Party understand these facts very clearly, which

is why they so adamantly refuse to reassess the June 4th Massacre. They are worried

that once the reins of political suppression are loosened, a tidal wave of economic

grievances will overwhelm them.Wen Jiabao voiced his wish that China will have

“another 20 to 50 years of stability.”Obviously, he hopes to continue reform and devel-

opment under the iron fist of autocratic power, so that the Party’s dirty money can be

washed clean with the passage of time, and the massive income disparity in Chinese

society can begin to narrow: at that point, asWen said, “China will have certainly devel-

oped into a much stronger country.” But any “great power” created by such unlawful

means would undoubtedly be much more self-assured and view values such as human

rights, democracy and justice with even greater contempt and hostility, thus constitut-

ing an even greater threat to freedom and peace for all of mankind.

Since the June 4th Massacre in 1989, China’s reform has proceeded down the road to

perdition. The further that China moves down this path, the more difficulty it will have

changing course. Yet despite the difficulties, we must still do all that we can to bring this

nation back onto the right track.We must be willing to exert ourselves and to make sac-

rifices; otherwise, the sacrifices required later will be much,much greater.

Translated by Kevin Carrico

The original Chinese article was published in the March 2007 issue of Beijing Spring. It

can also be accessed on theWeb site of Minzhu Zhongguo, http://minzhuzhongguo.

org/Article/ShowArticle.asp?ArticleID=912.

Notes

1. The question was asked by a reporter for Associated Press on the afternoon of March 14,

2004, during a press conference held at the Second Session of the 10th National People’s Con-

gress (NPC). At the invitation of Jiang Enzhu, Spokesman of the NPC Session, PremierWen

Jiabao met the press and answered questions from domestic and international journalists. A

full English transcription is available at “PremierWen JiabaoMeets the Press,” Beak Transla-

tion, April 9, 2004, http://www.beaktrans.com/Html/200449114443-1.Html.

2. Stephen Cheung’s article fromApril 12, 1985,“Guanshang di tiantang [Paradise for business-

men-officials],” can be accessed at http://www.huachengnz.com/article/view_638.html.




