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ABSTRACT 

POLITICAL REQUIREMENTS FOR ECONOMIC UPGRADE IN SINGLE-PARTY 

AUTHORITARIAN REGIMES: A COMPARATIVE ANALYSIS  

Timothy R. Heath, PhD. 

George Mason University, 2021 

Dissertation Director: Dr. Ming Wan 

 

This dissertation explains variation in authoritarian, single-party states’ ability to 

implement major policy initiatives to improve economic performance. Successful 

implementation of major economic upgrading initiatives requires minimum favorable 

political conditions defined by a strong central leadership, weak elite opposition, and a 

cohesive public. Variation in the same political factors can also affect incentives for state 

leaders to carry out coercion of elites and/ or elevate repression of the public. Cases 

analyzed and compared in the study include three episodes from China’s history since the 

1990s, the Soviet Union in the 1980s, and Taiwan under KMT authoritarian rule in the 

1970s.
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CHAPTER 1: INTRODUCTION 

Under Xi Jinping, China’s effort to improve its economy’s performance by 

implementing major structural changes has generated controversy over two points: First, 

experts debate whether a single-party, closed autocratic state such as China can 

successfully achieve the high productivity growth sought by Beijing. Second, observers 

debate whether Xi’s repressive political strategy will help or undermine China’s 

implementation of the upgrading policies.  

The economies of single-party, closed autocratic states are widely recognized to 

underperform compared to those of liberal democracies, although the reason for the 

correlation remains disputed.1 Political scientists acknowledge that single party, closed 

authoritarian regimes can raise “extensive” growth through policies that rely on the 

coercive powers of the state to marshal labor and capital resources. However, they 

question their ability to increase “intensive” growth through policies that rely primarily 

on productivity gains.2  Even in periods of recovery and the adoption of market-friendly 

reforms, these states have generally experienced weak productivity. For example, China 

under Hu Jintao failed to significantly improve productivity in the 2000s. Accordingly, 

                                                 
1
 Adam Przeworski and Fernando Limongi, “Political Regimes and Economic Growth,” Journal of 

Economic Perspectives, Vol. 7, No. 3, Summer 1993, pp. 51-69. 

2
 Daron Acemoglu, Suresh Naidu, Pascual Restrepo, and James A. Robinson, “Democracy Does Cause 

Growth,” Journal of Political Economy, Vol. 127, No. 1, 2019. 
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the country had to rely heavily on government spending to maintain a high level of 

growth, which added to an already massive debt burden. Despite a generally 

disappointing record, however, there have been a handful of cases in which single-party 

authoritarian states successfully implemented policies that yielded major productivity 

gains. Notable examples include the Chinese Communist Party (CCP) led  “reform and 

opening up” policies in 1979, the Kuomintang (KMT) success in engineering a “Taiwan 

miracle” in the 1960s and 1970s, and Vietnam’s gains under Vietnamese Communist 

Party (VCP) rule in the 1990s. Adding to the puzzle, the same regimes have experienced 

both failure and success in their efforts to improve economic performance at different 

points in history. What accounts for the variation over time and across different cases of 

single-party, closed authoritarian states?  

A second controversy concerns China’s puzzling embrace of centralizing and 

repressive politics as it implements its upgrading policies. Single-party, authoritarian 

states have varied in their political strategies to enact upgrading policies, but the most 

successful examples featured liberalizing and democratic changes. Most famously, the 

Asian “Tiger” economies of South Korea, Taiwan, and Singapore followed a 

modernization paradigm in which liberal reform accompanied spectacular gains in 

growth and productivity. Other examples have avoided liberal changes and nonetheless 

dramatically increased per capita incomes, although they did not match the high levels of 

prosperity enjoyed by the Asian Tigers.  China in the Deng era and Vietnam since the 

1990s both unlocked higher growth in part by boosting productivity without substantial 

liberalization. Still others have adopted more repressive approaches to implementing 
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upgrading policies. Xi has intensified coercion against the country’s elites and repression 

against the populace while pursuing policies to raise the economy’s performance. What is 

it about China’s current political economy that might incentivize its leaders to carry out 

the sort of brutal and repressive politics that they regard as necessary to facilitate 

economic upgrading? What political conditions might incentivize autocrats to pursue 

strategies of centralization, coercion, and repression, or, conversely, to consider 

liberalizing changes while enacting major economic upgrading policies? 

Research question  

This study seeks to illuminate key questions concerning the efforts of China and 

other single party, closed regimes to improve their economy’s performance. In particular 

this study seeks to better understand why the implementation of major policy initiatives 

to improve economic performance has yielded such varied results among single-party, 

authoritarian regimes. It also seeks to illuminate why these governments have adopted 

such contrasting political strategies while implementing similar policies.  The principal 

questions that the study will investigate are the following: Why have authoritarian, 

single-party states experienced variation in their ability to implement major policy 

initiatives to improve economic performance? A secondary question that the study hopes 

to explore is the following: Why have authoritarian leaders in some cases adopted 

centralizing and repressive political strategies to carry out upgrading policies but not in 

others?  
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Background 

China has achieved remarkable growth over the past four decades, but as its 

economy slows, whether the country can ascend to the ranks of upper income countries 

remains a topic of intense debate.3 China’s economy has decelerated in recent years as its 

exports saturated global markets, rising wages eroded the competitiveness of its 

industries, and mounting injections of state-directed investment yielded diminishing 

returns.  Since 2017, China’s annual GDP growth has averaged between 6 and 7% and it 

is expected to decline further in coming years.4 While high by the standards of mature 

economies, these rates represent a significant drop from the rapid development of 

preceding decades. Between 1978 and 2017, China’s economy expanded at an 

astonishing average 9.5% and the size of the economy grew 35 times larger.5  Moreover, 

analysts warn that if no adjustments are made to the country’s economic policies, then the 

compounding effects of mounting debt, low productivity, and demographic aging raise 

the risk of long-term economic stagnation.6  The slowdown also occurs as China 

continues to grapple with the legacy costs of its past growth policies, including worsening 

inequality, severe pollution, an underdeveloped social safety net, and rampant 

corruption.7 

                                                 
3
 Yiping Huang, “Can China Escape the Middle Income Trap?,” China Economic Journal, Vol. 9, No. 1, 

2016, pp. 1-17. 

4
 International Monetary Fund, China’s Economic Outlook, August 9, 2019.  

5
 World Bank website, “China Overview.”   

6
 Derek Scissors, “A Stagnant China in 2040, Briefly,” American Enterprise Institute, March 16, 2020.  

7 Andrea Boltho and Maria Weber, "Did China Follow the East Asian Development Model?" The European 

Journal of Comparative Economics 6, no. 2 (2018): 267-86. 

https://pdfs.semanticscholar.org/a23d/717e19ca011b92b2d05309b79579a0952c45.pdf  
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Economists share a broad consensus on the measures required to improve the 

productivity and sustainability of an economy widely recognized to be inefficient and 

wasteful, owing in part to its large sclerotic state sector, massively indebted state banking 

system, and political controls over the market.8 And Chinese leaders do not dispute the 

need for an extensive overhaul of the economy.  Since the early 2000s, top leaders have 

advocated major structural changes aimed at limiting the external costs of rapid growth 

and shifting the economy to a more balanced, efficient, and sustainable footing. However, 

analysis of the country’s economic prospects is hampered by a lack of consensus among 

political scientists about the political measures needed to unleash the country’s economic 

potential.  Chinese authorities acknowledge the need to improve the accountability and 

responsiveness of the government, but reject calls to enact more radical liberal reforms.9 

In 2013, the Chinese Communist Party (CCP) leadership announced measures to 

establish a fairer rule of law, curb corruption, redress environmental damage, expand 

social welfare benefits, and strengthen market institutions as part of a broader effort to 

revamp the economy and shift to a more efficient, productive mode of growth.  At the 

same time, the leaders firmly rejected reforms to expand political freedoms. 

In fact, the leadership’s ambitions to improve the economy’s performance have 

coincided with a considerable increase in centralizing, coercive, and repressive policies.10 

                                                 
8
 IMF, “Press Release: IMF Staff Completes 2016 Article IV Mission to China,” June 14, 2016.  

9
 Joseph Fewsmith, “Promoting the Scientific Development Concept,” China Leadership Monitor, No. 11, 

July 30, 2004.  

10
 Arthur Kroeber, “Xi Jinping’s Ambitious Agenda for Economic Reform in China,” Brookings, 

November 17, 2013. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

6 

 

In March, 2018, China’s national legislature voted unanimously to abolish presidential 

term limits, paving the way for Xi Jinping to serve indefinitely in that capacity.11 The 

move capped a steady accumulation of power in the hands of Xi Jinping and his allies in 

the ruling Chinese Communist Party (CCP) since 2012. Among measures, Xi had 

tightened the party’s grip on the government and established himself at the nexus of an 

array of elite supra-government small groups and trimmed the number of leaders in the 

supreme decision-making body, the Politburo Standing Committee.12 Xi has overseen a 

sweeping anti-corruption campaign, which by 2020 had reportedly resulted in the 

disciplining of over 1 million Party members.13 Violating established norms of elite 

politics, the campaign brought down high-profile “tigers” including former Politburo 

member and Minister of State Security Zhou Yongkang, as well as former vice chairs of 

the Central Military Commission Xu Caihou and Guo Boxiong.14  Reviving political 

behavior not seen since the days of strong men like Mao Zedong and Deng Xiaoping, 

official media have also promoted a fawning Xi Jinping “cult of personality.”15 

Authorities also carried out a ruthless crackdown on anyone who might question these 

developments and stepped up censorship and media controls. According to the activist 

                                                 
11 Chris Buckley and Steven Lee Myers, "China's Legislature Blesses Xi's Indefinite Rule. It Was 2,958 to 

2." The New York Times, March 11, 2018. 
12 South China Morning Post, "How Leading Small Groups Help Xi Jinping and Other Party Leaders Exert 

Power," January 20, 2014. 
13 BBC News, "China's Anti-corruption Campaign Expands with New Agency," March 20, 2018.  
14 Charles Clover, "Xi Takes Aim at Military in Anti-graft Drive." Financial Times. February 11, 2018.  
15 Philip Wen and Christian Shepherd, "China Cranks Propaganda, Xi Jinping's Cult of Personality into 

Overdrive Ahead of Party Congress." Business Insider, October 12, 2017.  
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group Amnesty International, human rights in China are at their worst level since 1989’s 

Tiananmen Square massacre.16  

Many western political scientists and commentators regard these moves as 

counter-productive and deeply misguided. Reflecting a view commonly held among 

China watchers, David Schambaugh warned, “Only a substantial political liberalization 

will afford China a good chance of not becoming indefinitely bogged down.” He urged a 

“loosening and liberalizing” of the way the party-state “approached the media, non-

governmental organizations, intellectuals, education, dissent, social discourse, and other 

aspects of civic life.”17 Well known Sinologist David Lampton has urged China to return 

to a path of “incremental moves in the reformist direction characteristic of the preceding 

three-plus largely successful decades under [Xi Jinping’s] predecessors.”18 China 

specialist Susan Shirk warned that Xi Jinping had failed to follow a “modernization” 

pattern in which authoritarian regimes “move from strongman dictatorial rule to [a] 

collective leadership” that is “more rule-bound” and “more institutionalized.”19  Long-

time China watcher Gordon Chang similarly has stated that Xi Jinping is 

“deinstitutionalizing the Communist Party.”20 Carl Minzer, a professor at Fordham 

University has declared that China’s “reform era is over.”21  

                                                 
16 South China Morning Post, "Human Rights under Xi 'worst since Tiananmen Crackdown': Amnesty," 

November 17, 2017. 
17 David Schambaugh, “Contemplating China’s Future,” Washington Quarterly 39, no. 3 (Fall 2016), pp. 

121-130. 
18 David Lampton, “Challenger or Challenged?” Washington Quarterly 39, no. 3 (Fall 2016), pp. 107-119. 

19
 China File, “Does Xi Jinping Represent a Return to the Mao Era?” June 16, 2015.  

20 Gordon G. Chang, "Xi Jinping's Great Leap Backward." The American Conservative, July 09, 2018.  
21 Carl Minzer, End of An Era (New York, NY: Oxford University Press), 2018.  
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The dismay shown by many western experts about China’s embrace of hardline 

political strategies is informed in part by the precedent set by East Asian “Tiger” 

economies, many of which shared with China, at least originally, an authoritarian 

political system. Like Dengist China, South Korea, Taiwan, and Singapore experienced 

rapid industrialization under the aegis of autocratic and repressive regimes. Although  

many other “newly industrializing countries” have experienced rapid growth, only the 

Asian Tigers have both shared with China a history of authoritarian politics and 

successfully transitioned to high-income status. Another distinctive feature of the Asian 

Tigers is that they only achieved high income status after substantial liberalization and 

(with the exception of Singapore) democratization.22 For many political scientists, the 

experience of Asian Tigers confirms historical patterns of modernization in which 

liberalizing changes have accompanied economic success. Indeed, some scholars have 

argued that the correlation between liberal democracy and high income economies to be 

so tightly linked as to be causal. Daron Acemoglu and James Robinson cited the 

examples of Asian Tigers in their argument that only liberal democracies have proven 

capable of developing the inclusive institutions (e.g., secure property rights, law and 

order, public services, secure contract rights, access to education, and opportunity for 

citizens) required for high income, sustained growth.23  Underscoring this point, the 
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closest to an Asian peer power for China, Japan, similarly achieved high income status 

within the context of a liberal, democratic politics.  

While centralizing, coercive, and repressive political measures adopted by 

Chinese leaders have provoked widespread criticism among western political scientists, 

at least some western economic and financial analysts have approved of Beijing’s policy 

agenda, even if they lament its illiberal political aspects. In a 2016 report, IMF officials 

endorsed Beijing’s economic policy agenda, concluding reforms across a spectrum of key 

areas had “advanced impressively.”24 A 2013 commentary in Bloomberg News described 

the agenda outlined at the Third Plenum of the 18th Party Congress – a key annual 

meeting of the Central Committee that sets the direction of national policy - as “hitting all 

the right reformist notes.”25 Yet compounding the paradox of China’s puzzling embrace 

of repressive politics as a means of achieving higher productivity is the fact that so far its 

approach has borne little fruit. Echoing a commonly held view, a 2016 article in The 

Economist noted grimly, “hopes are fading that a big reformist push will ever 

materialize.”26 Similarly, the IMF acknowledged in 2016 that progress towards economic 

upgrading had been “uneven.”27 The so-far disappointing progress convinced many that 

Xi’s moves are fundamentally driven more by a desire to accrue personal power than any 

                                                 
24

 IMF, “Press Release: IMF Staff Completes 2016 Article IV Mission to China,” June 14, 2016. 

25
 Dexter Roberts, “The Trouble with China’s Reform Plan,” Bloomberg News, November 18, 2013.  

26
 The Economist, “Beware the Cult of Xi,” April 2, 2016. 

27
 IMF, “Press Release: IMF Staff Completes 2016 Article IV Mission to China,” June 14, 2016.  



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

10 

 

sincere desire to implement major policy changes.28  Renowned China experts David 

Schambaugh, Carl Minzer, and Minxin Pei have interpreted Xi’s pursuit of centralized 

politics as a sign of an exhausted regime in its “end game.”29 Still other experts have 

interpreted Beijing’s resistance to liberalizing reform and its strengthening of Marxist 

ideology as symptomatic of a communist regime’s desperation in the face of impending 

collapse.30 

Whether China’s leadership can succeed in overturning established wisdom by 

charting a repressive path to high income status carries important consequences for policy 

makers and for political science. A successful Chinese political strategy that relied on 

repressive political strategies to implement upgrading policies would bear directly on the 

country’s prospects for national revitalization as a great power. A rich and powerful 

China under a repressive Chinese Communist Party leadership could pose as a stronger 

and perhaps more ideologically motivated challenger to the United States. It would also 

raise important questions about the future evolution of an international order featuring 

dominance by an autocratic regime. Moreover, Chinese success would also raise 

questions about the role of coercion, repression, and violence by central governments 

against their own people as instruments of economic development. While rejected by 
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mainstream economic opinion today, a prosperous China that relied extensively on such 

repressive politics would raise unsettling possibilities for achieving economic prosperity 

and might set a disturbing new model of illiberal development.  

It is also possible that Chinese leaders will fail to implement the upgrading policy 

changes, but that the reasons lie outside conventional explanations about the country’s 

lack of democratic or “inclusive” institutions. If the primary obstacles to China’s efforts 

to improve its economic performance lie in factors that are only loosely related to its 

unusual type of government, then our understanding of economic development may need 

to be refined. It may be the case that successful development depends on conditions of 

equal or greater importance to those of particular liberal or democratic institutions. 

This study hopes to also contribute to the existing literature on authoritarian states 

in several ways. First, it seeks to draw attention to the interaction between political 

strategies, the implementation of major policy initiatives, and economic growth, focusing 

in particular on the interactions between central leaders, political elites, and the public. 

Through a comparative case analysis, this study also aims to illuminate some of the key 

political processes that accompany efforts to implement major policy initiatives.    

Higher productivity as a driver of growth 

A first step towards answering these questions in clarifying the nature of the 

economic problem confronting China and those of other single party, authoritarian-led 

countries in similar situations. At the heart of China’s economic slowdown lies the 

problem of slowing productivity.   
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Economic growth, or the output in the value of goods and services, stems from 

two primary sources: increases in the inputs of labor and capital, and/or increases in the 

efficient use of those inputs. The first, sometimes called “extensive” growth, boosts 

growth in proportion to the inputs, and thus is subject to diminishing returns as the 

volume of those inputs decline or the economy’s ability to use those resources 

diminishes. Economies that grow based on population growth, increases in investment, 

and the acquisition of territory are examples of such input-driven growth. By contrast, the 

latter, also called “intensive” growth, features economic growth driven by the more 

efficient use of existing resources. Countries that rely on intensive growth may do so 

through adaption of new technologies or processes that cut costs, access new markets, or 

introduce new products and services.31  Economies powered by intensive growth are less 

subject to the problem of diminishing returns and more likely to experience sustained 

growth. However, eventually even economies powered by intensive growth eventually 

experience slowdowns when they exhaust the potential of existing capacities or 

experience steeper competition from competitor economies who adopt similar methods. 

Different policies are required to generate growth through extensive or intensive 

methods, and both carry important political consequences. One type is not inherently 

more disruptive than the other. The degree of political dislocation that attends policies of 

either type will depend on the degree and type of anticipated change. Structural 

“extensive” changes can consist of incremental increases in capital investment that cause 

barely a political ripple or major changes that unlock vast pools of labor by shifting labor 
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from rural to manufacturing sectors, destabilizing large parts of society in the process. 

Similarly, “intensive” changes can vary from the adoption of incremental technological 

improvements to the widespread adoption of automating technologies that quickly render 

obsolete large numbers of manufacturing jobs, exacerbating the political problem of 

unemployment.  Among proposed changes of a similar size and scope, however, political 

scientists have generally concluded that extensive growth strategies tend to be easier to 

implement. Authoritarian as well as democratic governments have repeatedly 

demonstrated the ability to mobilize populations and capital for economic uses, for 

example. And among the poorest countries, substantial development can reliably be 

achieved by reallocating labor from low-productivity sectors like agriculture to more 

productive sectors such as manufacturing.32  

Economic prosperity generated by “intensive” growth is more attractive to policy-

makers because of its potential to significantly increase per capita GDP and enable 

sustained growth without massive infusions of labor and capital. However, major gains 

through intensive growth have proven remarkably difficult to achieve. To understand 

why requires a closer look at what such activity entails. Intensive growth is 

fundamentally driven by increases in productivity.33  Productivity, the measure of output 

per input, may be determined by many factors. Labor productivity measures the 

efficiency of workers, and this can be increased through skills training and education. But 
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other factors can affect productivity as well, such as the quality of technology used in 

factories, social welfare policies and political institutions that incentivize productive 

work, access to new markets, and other factors.34  Slowdowns in productivity account for 

a significant share of economic sluggishness. According to Eichengreen and his 

colleagues, declines in productivity accounted “for about 85 percent, or 3 percentage 

points, of the absolute reduction in the growth rate of GDP per capita” for fast-growing, 

non-oil exporting countries (i.e., instances in which a country averaged GDP growth of 

3.5% or higher for 7 years) experienced since the 1960s.35 

Although the benefits of highly productive economies are clear, achieving higher 

productivity has proven elusive for many countries, especially among countries that have 

already moved from a low to middle income status.  Even among the richest economies 

today, productivity has generally stagnated despite the efforts of governments worldwide 

to stimulate faster growth.36  And although experts debate the concept of the “middle 

income trap,” consensus has emerged on the problem of low productivity in many low 

and middle-income countries.37  According to calculations by the World Bank, of 101 

countries that reached middle income status by 1960, only 13 achieved high income 

status by 2008. Most of the unsuccessful cases featured countries with relatively low 

productivity. Indeed some scholars have argued that the so-called “middle income trap” 
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is more accurately labeled a “low-productivity trap.”38  To grow, these economies must 

enact intensive growth policies that allow labor and capital to generate a higher return 

through greater efficiencies.  And to date, the countries with the highest per capita 

incomes and highest levels of productivity have tended to be liberal democracies.39 

China’s economy, like that of many developing countries, suffers from low 

productivity. Like other communist states, China enjoyed years of rapid growth through 

extensive policies that relied heavily on the mobilization of labor and capital. But its 

ability to squeeze growth from extensive methods is rapidly diminishing, raising the 

imperative of adopting intensive growth policies. China’s workforce has already peaked 

and has been in absolute decline since 2011.40 Moreover, rising wages since the early 

2010s has rendered an economic strategy based on low-cost labor increasingly 

unsustainable.41  The reliance on investment to drive growth has reached its limits as 

well. To maintain high growth rates, the country has piled on debt and wasted resources 

through unnecessary construction and the maintenance of an inefficient state sector.42 To 

grow in the future, China will need to feature growth powered by higher levels of 

productivity. As economists have pointed out, China’s economy has considerable 

potential for more “intensive” growth. China’s industries are only about 30% as 
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productive as the most efficient, or “frontier,” economies, and its productivity growth has 

actually declined since the global financial crisis in 2008.43  

Variation in Policy Implementation Outcomes Among Select Single Party States 

If intensive growth is so desirable, why has it proven so elusive? Even the most 

paranoid and tyrannical autocrat understands that improving economic output is critical 

to regime survival, if only to generate the resources needed to pay off the “winning 

coalition” of the selectorate and maintain a repressive security apparatus.44  However, the 

political requirements for enacting policies designed to improve economic performance 

can in some cases carry immense political risks, especially for authoritarian systems.  

Indeed, a vexing conundrum for autocracies is that measures to improve a country’s 

economic prospects may in some cases require major political changes that could upend 

the status quo and unleash repressed social and economic forces. The risks and 

uncertainties that attend major economic overhauls has traditionally posed a formidable 

constraint on the willingness of autocracies to embrace change, especially weak and 

insecure governments. The problem is compounded in those countries that lack the easy 

revenue of natural resources, such as oil and minerals, to fund clientelist policies, or that 

must endure the consequences of their own catastrophic economic policies from the past.  

The savage repression and crushing destitution overseen by North Korea’s brutal regime 
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provides a contemporary illustration of the extremes to which some autocrats will go to 

avoid the political hazards of economic change.   

  How much do political strategies matter for the implementation of policies to 

enable a superior economic performance? The answer will depend on the scope of change 

required for the economy to grow. Not all economic policy upgrades carry the same 

political risks. Some economic upgrades may provide a modest boost with little 

disruption to the status quo, while others may promise larger gains, but at the risk of 

severe dislocation. Of the possible ways in which policy can be implemented to bolster 

growth, there exists a broad range from the smallest to the largest. In his analysis of 

policy implementation in Third World countries, Peter Cleaves observed that policy 

implementation tends to be easier for initiatives that feature simple technical features, 

incremental change, and clear, single-subject goals of short duration. By contrast, policy 

implementation tends to be more difficult when it entails complex issues, comprehensive 

change, and multiple, sometimes unclear goals of longer duration. He observed, “the 

more problematic the intrinsic features of the reform, the greater the amount of power 

that will be required for implementation.”45   

What I call “minor policy adjustments” are proposed measures which simply 

require adjustments in existing structures, mechanisms, and policy tools to achieve their 

goals. These do not require major changes to the existing political or social structures of a 

society and pose no fundamental challenge to the nature of the economy. They are so 

minor, in fact, that frequently the top tier leadership of the country do not get involved at 
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all. Instead, they delegate necessary decisions to relevant technicians and bureaucratic 

specialists. Examples include minor adjustments in monetary and fiscal policy. While 

these minor changes to economic policy may pose little danger of upsetting a regime’s 

politics, they carry the disadvantage of offering only modest improvements to the 

economic situation. There is only so much a shift interest rates can do, for example, to 

improve an economy burdened by obsolete, inefficient industries, rampant corruption, 

and crippling debt. 

At the opposite end can be found the drastic structural reforms that promise to 

unlock dramatic economic gains. In contrast to the minor economic adjustments, the 

potential for dramatic economic gain for major restructuring could be significant. The 

possibility for gain may be greatest for countries hampered by gross inefficiencies, such 

as sclerotic industries, under-utilized labor and capital, large working age populations 

locked in low-productivity sectors like agriculture, and scarce capital squandered on vain 

and non-productive uses.  However, the political and social change required to realize 

this potential may, at the same time, prove wrenching and profoundly destabilizing. At 

the most extreme end, a society may be so burdened by ossified political arrangements, 

obsolete technology, corrupt, predatory elites, and inefficient labor practices that a radical 

restructuring of the country’s political and social system may be required to enable 

relevant economic changes. If radical enough, the result could be a social and political 

revolution.  In their studies of revolutions in France, China, Russia, and others, scholars 

Barrington Moore, Theda Skocpol, and Charles Tilley focused precisely on the nexus 
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between drastic pressures to improve an economy’s ability to generate revenue and the 

political conflict that this effort engendered.46   

Between the two extremes lies a form of major economic policy change that 

promises to unlock higher productivity and growth, but only after enacting significant 

and potentially far-reaching political and social changes. This “major” form of policy 

requires changes in aspects of a country’s political and government structures, but not 

does not require regime change. The changes, if implemented, could be compatible with 

the basic authoritarian system and might even strengthen it. For such major policy 

changes, there may be hundreds of actors, from government agencies, companies, and 

non-governmental groups. The policy process can take several years or more from the 

moment a problem surfaces until some policy is implemented to address it. There may be 

overlapping programs and efforts to address the same issue. Another complication is that 

major policy change may entail disputes between different social groups. Since such 

disputes might involve deeply held values/ interests, large amounts of money, coercion 

may be required to resolve the disputes and carry out change.47  Indeed, scholars have 

documented the many ways that powerful interest group can block the implementation of 

major policy initiatives.48 The multi-sector changes thus may not be severe enough to 

trigger a social revolution, but they almost certainly entail some degree of political 
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conflict, owing to the fact that beneficiaries of non-productive economic practices resist 

new policies that threaten to remove their sources of privilege and status.  

 

 
 

Table 1.1. Various Levels of Policy Changes to Improve Economic Performance 

 

Level of 

proposed 

change 

Potential 

political 

disruption 

Policy 

changes 

required 

Potential 

scale of 

economic 

gains 

Method of 

implementation 

Minor Little to none Economic Modest Technical adjustment 

of existing policies 

Major  Significant Economic, 

government, 

and political 

Major Central led overhaul 

of economy, 

governance while 

preserving basic 

political system 

Revolutionary Destabilizing Economic, 

government, 

political, 

social 

Major Radical restructuring 

of society, politics, 

economy 
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Major policy initiatives feature multiple sectors, including potentially the 

government, industry, finance, the judicial system, and society. They may include a mix 

of extensive and intensive growth measures. Implementation is likely to be disruptive and 

may engender some level of conflict, especially for those initiatives that rely heavily on 

intensive growth methods. The scale and scope of the multi-sector policy initiatives 

outlined by Chinese leaders led by Xi Jinping fit well within this category of “major” 

policy initiatives (Table 1.1). 

Other examples of single party authoritarian regimes that sought to unlock 

significant economic gains through major policy initiatives include the Soviet Glasnost 

era, as well as the Doi Moi reforms in Vietnam in the 1980s and Dengist reforms in 

China in the 1990s. It may be the case, of course, that central leaders underestimate the 

scale and scope of changes required to improve economic performance, as Mikhail 

Gorbachev did in the Soviet case. Indeed, if the society’s economic, political and social 

structures are ossified enough, the distinction between “major” and “revolutionary” 

change may prove devastatingly illusory to the autocrat initiating the changes.  

Variation in Major Policy Implementation Outcomes 

Successful implementation of appropriate major policy initiatives may be critical 

to enabling intensive growth, but judging whether a government has succeeded or failed 

to implement relevant major policy initiatives is more complicated than it seems. For 

reasons which I will explain, the evaluation of whether a regime has successfully 

implemented a major policy initiative requires analysis of data regarding the country’s 

economic performance.  
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A primary reason why a closer look at economic data is required to judge the 

degree of policy implementation is because the judgment offered by the government itself 

cannot be taken at face value. Single party, authoritarian states almost invariably 

characterize their policy implementation efforts as successful. A natural vanity of 

autocrats and political pressure to maintain the dignity and prestige of the regime 

provides a powerful incentive for autocrats to insist on the success of their efforts, 

regardless of the actual results.  Because the performance of an authoritarian government 

is unavoidably tied to the political authority of the autocrat, policy failure may implicate 

his leadership.  History is replete with grim episodes in which a brave, or foolhardy, 

official suffered an often brutal and tragic fate for daring to confront an autocratic leader 

with the reality of their policy failures. To take but one example, Defense Minister Peng 

Dehuai suffered years of torture and abuse after he enraged supreme leader Mao Zedong 

by bluntly disclosing the extent of catastrophic failure of the Chairman’s Great Leap 

Forward economic initiative.49  

For political parties that have moved away from their ideological origins towards 

a more pragmatic agenda, the reluctance to admit failure may be compounded by 

concerns about the political consequences of disappointing economic growth. The 

abandonment of messianic ideologies means that such a regime’s best hope for justifying 

its monopoly on power is to showcase its superior ability to manage the country and its 

economy. Sensitivity to such legitimacy concerns informed Deng Xiaoping’s insistence 
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that the CCP adopt market friendly reforms in the aftermath of Tiananmen Square. As 

Deng and other autocrats in a similar position have well understood, failure to improve 

economic conditions could threaten the authority of the authoritarian leader and the 

legitimacy of the regime itself. Although the top leader might acknowledge shortcomings 

in specific and individual policy efforts, they have a strong incentive to characterize the 

overall policy implementation effort as triumphant. The monotonously predictable 

tendency of Chinese leaders to profusely praise as “absolutely successful” the 

implementation of major policy initiatives at publicly reported meetings of the central 

leadership often reveals more about their own political imperatives than it does anything 

about the actual results of policy work.50 

But there are other reasons to consider economic data when evaluating how well 

governments implement major policy initiatives.  It may be the case that autocrats 

successfully oversee the implementation of major policy initiatives, but that flaws in the 

design of the policies result in little improvement to the economy’s performance. History 

offers many examples in which autocrats successfully implemented economic initiatives 

that wrought untold suffering and wrecked the economy or simply yielded little 

improvement. Communist regimes in particular are notorious for imposing poorly 

designed, top-down state-controlled major policy initiatives that fail to raise economic 

performance.  Such cases, while perhaps of historical interest, are of little help in 

shedding light on the question of whether and how authoritarian states can improve their 

economy’s performance. Thus, to avoid the distraction of explaining poorly designed 
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policies whose implementation could be predicted to yield little improvement, this study 

will focus on cases of major, multi-sector economic initiatives that have been judged by 

outside experts as reasonably well designed. If correctly implemented, these major policy 

initiatives should offer reasonable hopes for improved economic performance. 

Case selection and variation in outcomes 

The comparative analysis will examine in depth a small sample of single-party, 

authoritarian regimes. A single-party authoritarian regime features a type of government 

in which one political party has the exclusive right to form a government. All other 

political parties are either outlawed or their participation in the political process is 

controlled by the dominant party. Thus, the political system is “closed” in the sense that 

political participation by actors other than the dominant party is forbidden or tightly 

controlled. The sample cases share additional features. In each case, the ruling party 

features a “Leninist” mode of organizing, in which the ruling party aspires to penetrate 

and control all government bureaucracies and principal social and economic 

organizations. In practice, the extent of control may vary. Also, all the cases feature a 

political party that claims to uphold an ideology as the basis for political discipline and 

organization. Again, the rigor of the ideology may vary. Most of the cases I have selected 

feature communist parties, but one case (Taiwan) features a non-communist party that 

upholds a nationalist ideology yet reflected shared some aspects of Leninist political 

organization. 

Three of the cases involve the People’s Republic of China. The fact that these 

cases involve the same country with the same political system offers some of the 
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advantages of controlled comparison. Of course, the controls are inexact, since China’s 

situation changes all the time. However, a time series comparison does allow the 

possibility of observing variation in independent variables as well as dependent variables 

within the same political system. In the three China cases selected, the first ended in 

success while the latter two ended in failure. The variation over time in the same country 

suggests monolithic explanations about the prospects for policy implementation based on 

culture or regime type may not be sufficient. The three cases involving China consist of 

the following: 1) China 1991-7; 2) China 2004-10; 3) China 2013-18.  

In addition to the three time-series comparisons involving China, I will also 

analyze two international cases to shed insight into the experience of other single-party, 

authoritarian countries. As with the China cases, the non-China cases featured a central 

leadership which expressed ambitions to carry out major, multi-sector policy initiatives to 

improve the country’s economic performance. In each case, the top leader faced some 

level of opposition. These two non-China cases consist of: Taiwan 1973-8 under 

Kuomintang (KMT) rule and the Soviet Union 1984-9 under the leadership of the 

Communist Party of the Soviet Union (CPSU).  

The cases that I will study feature specific periods in the history of each country. 

The periods are selected based on the stated ambition of the senior leadership to carry out 

a major, multi-sector policy initiative designed to improve the country’s economic 

performance.  Because I am interested in analyzing the political problem inherent in the 

pursuit of intensive growth policies, a common feature of all these initiatives is that they 

all share, to varying degrees, the goal of improving productivity. However, the degree to 
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which each policy initiative prioritizes productivity growth over other goals varies 

considerably. Moreover, the cases selected involved varying mixes of inclusive and 

extensive growth measures, which further complicates direct comparisons. In the case of 

Taiwan in 1974, for example, the government outlined an ambitious policy to improve 

the country’s economic prospects by both improving productivity with “intensive” 

growth measures, and by upgrading the country’s infrastructure, which consisted 

primarily of major capital investments (i.e., “extensive” growth measures). By contrast, 

the case of the Soviet Union in 1985 featured a restructuring initiative that prioritized 

intensive growth policies mainly because extensive methods had long been exhausted. 

To provide sufficient time for evaluating the progress of the initiative, I have 

bound each case with a time span of roughly six years. Some initiatives may require more 

than six years to fully realize the policy goals, and some less, but sufficient results should 

be apparent to permit evaluation after six years. The beginning of the time span is 

roughly correlated with the beginning in earnest of an effort by the top leadership to carry 

out the policy initiative. However, in some cases the timing of the start may be adjusted 

to permit closer analysis of key political developments that might bear on the prospects 

for success. The end of each time frame should correspond with a reasonable amount of 

time for the leadership to have achieved some results. In cases in which the results prove 

disappointing, the reason should owe primarily to difficulties in the implementation 

process itself, not to a lack of adequate time to permit policy change or to flaws in the 

policy’s design.   
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Comparing the relative success or failure of policy implementation between 

different governments pose methodological challenges for which there is no easy 

solution. The ideal solution would be to have a single objective standard of economic 

performance based on a quantitative measure. However, the variation in the 

circumstances and needs of different economies makes this solution impractical. An 

economy burdened by massive debt and inefficient industries will require different 

policies than one that has a far lower level of debt and more efficient industries. What 

counts as “success” will accordingly vary dramatically. The same proposed policy change 

may yield the same percent change in some quantifiable measure but lead to different 

judgments of success or failure, depending on what the leadership was trying to achieve. 

In short, no universal objective standard can be consistently applied across all cases to 

determine if a policy initiative has been successfully implemented for countries in 

different levels of development.  

If the “ideal” solution is beyond reach, the simple method of subjectively 

assigning a value of “success” or “failure” of a policy initiative must be regarded as 

inadequate. To be useful for comparative purposes, some criteria or evidence must be 

provided for any such judgment.  As already shown, the self-interested motives of the 

government studied means their own judgments cannot be trusted. If a more “objective” 

assessment is to hold meaning, there must be some substantiating data that can be 

verified. 

To judge the relative success or failure of a government’s effort to implement a 

major policy initiative, I will thus rely on a solution that falls somewhere between the 
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ideal, but unobtainable, solution of a standard quantitative measure, and the inadequate 

standard of an unsubstantiated subjective assessment. The solution I propose will be to 

instead judge the relative success or failure of a major policy initiative with a mix of 

subjective judgment backed by quantitative measures of performance appropriate to the 

policy goals of the case in question.  

The attribution of a metric to one case does not necessarily mean it is appropriate 

to the others. However, its use in one case also does not exclude its potential applicability 

to other cases. To simplify analysis, this study will select one to two of the highest 

priority policy goals as identified by the authoritarian government in question. Possible 

criteria that may be applied in some cases but not the other include: the expansion of 

market mechanisms, reduction of the state sector, increases in GDP growth rates, and 

reductions in the ratio of debt-to-GDP. The following sections explains why some of 

these goals may apply in some cases and not others.  The following sections review some 

of the types of quantitative measures I will consider. As will be shown, these measures 

are applicable to varying degrees to some cases but not others. 

Productivity growth. All the cases selected include productivity improvements as 

a policy goal. However, the importance of this goal and the difficulty in achieving it 

varies considerably among the five cases. In single-party authoritarian states featuring a 

large state sector, a major impetus for the formulation of major economic policy 

initiatives is the low efficiency of the economy. The reasons may owe to any combination 

of factors, including an excessive reliance on borrowing, inefficient subsidies to an 

underperforming state sector, or slow growth owing to inadequate market mechanisms. 
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Several of the cases in this study, such as that of the Soviet Union in 1985 and China in 

1991, featured a massive state sector, suggesting major opportunities for productivity 

gains. However, other cases had more productive economies. Taiwan in the 1970s, for 

example, had already earned the world’s admiration for its dynamic and prosperous 

economy. It featured a modest state sector, relatively low debt, and an efficient private 

sector. China under Hu Jintao and Xi Jinping fall somewhere in between, with economies 

more dynamic than the statist ones of the Soviet case and China under Deng Xiaoping, 

but still plagued with bloated state sectors, major debt, and significant inefficiencies. 

Productivity growth may be regarded as important goals for the Soviet and all Chinese 

cases, but as a lower priority for the Taiwan case. 

Expansion of market mechanisms for resource allocation and pricing. This goal 

seeks to expand market mechanisms to allow for a more efficient distribution of 

resources and consumer goods. The metric is appropriate for the China case in 1991, due 

to the prevalence of state controls on pricing. Chinese leaders, led by Deng Xiaoping and 

Jiang Zemin, sought to expand the role of the market in allocating goods and resources. 

The USSR also sought to increase the role of market mechanisms, but without allowing 

an actual private sector. By contrast, market mechanisms had advanced considerably in 

China by the time of Hu and Xi in 2004 and 2013, which makes this goal less of a 

priority for the latter cases. 

Expansion of the private sector. Many leaders of single-party, authoritarian states 

recognized that the private sector provides a more efficient, productive means of 

production than the state sector. In the cases of China in 1991, 2004, and 2013, senior 
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leaders sought to expand the role of the private sector. However, in the case of the USSR 

in 1985, Soviet leaders remained divided on the idea of establishing a formal private 

sector for ideological reasons, so the goal is inappropriate for that case. Taiwan already 

had a robust private sector in 1973 and so the goal would not apply for that case either. 

Increase in GDP growth rates. The annual rate at which an economy grows 

provides a basic measure of an economy’s performance. A growing economy is more 

likely to generate employment and revenue than an economy that has no growth or 

negative growth (i.e., in recession).  However, GDP growth can be “healthy,” in the sense 

that it is based on sound economic fundamentals such as robust manufacturing, trade, and 

sustainable debt. Or it can be “unhealthy,” if it is driven by unproductive investment, 

unsustainable borrowing, and wasteful government spending.  In the cases of the USSR 

in 1985 and China in 1991, the leaders sought higher growth rates to reverse years of 

stagnation and slow growth, which makes higher growth an appropriate goal in those 

cases. By contrast, the leaders of China in both 2004 and 2013 cared more about 

improving the productivity and efficiency of the economy than about maintaining growth 

rates driven by unsustainable practices, which makes this goal less appropriate for these 

latter cases.  Indeed, in the case of China in 2013, the authoritarian leaders set lower GDP 

growth rates as a policy goal, due to fears that the pursuit of elevated rates would require 

the perpetuation of wasteful and inefficient practices that threatened the economy’s long-

term prospects.  

Reductions in debt-to-GDP ratio.  The inefficiency of a state-run economy has 

frequently resulted in the accumulation of debt. In the cases of the Soviet Union in 1985 
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and China in all three cases, the pursuit of a more efficient, sustainable growth model led 

the leaders to prioritize a reduction in non-performing loans and wasteful state spending, 

in some cases (1991) by reducing the state sector. The reduction in debt-to-GDP ratio 

provides one measure of efforts to improve the performance of the state sector. In the 

cases of Taiwan in 1973, however, senior leaders prioritized other goals than reducing 

state debt. 

In sum, the success or failure of each case of an authoritarian regime’s 

implementation of a major, multi-sector policy initiative may assessed by considering 

data relevant to the policy goals for individual cases. Incorporating specific measures 

tailored to the situation and goals of each country provides a means of more accurately 

estimating the relative success or failure of policy implementation. 

 

Variation in the dependent variable 

Operationalization of judgments of the dependent variable- i.e., the success or 

failure of a regime’s implementation of a major policy initiative- involves a consideration 

of data relevant to policy goals appropriate for each case. The goals for the policy 

initiatives will be derived from statements by the central leadership. But judgments of 

success or failure of their efforts will consider sources other than those of the 

governments in question. Because the leaders of these countries have self-interested 

incentives to exaggerate progress, I will consider the judgments of the governments in 

question as useful data sources, but not definitive.  Instead, I will offer my own 

assessment, backed by an evaluation of relevant economic data.  The implementation of 
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policy will be assessed according to whether progress is dramatic (success) or 

incremental (failure). I will make this judgment after evaluating data on goals relevant the 

exact distinction for which will be determined by the nature of the goal.  For example, if 

established economic opinion regards the dramatic reduction of the debt-to-GDP ratio to 

be challenging even under the best circumstances over a five-year period, perhaps a 

modest goal of 5% reduction might be appropriate. The measurement of economic 

performance will be supplemented by qualitative analysis of assessments by the 

governments in question, as well as statements by external experts, such as those 

affiliated with the IMF or WTO. The judgment of “success” or “failure” in general 

should largely accord with the generally accepted assessment of each case, or if they do 

not, more extensive evidence should be provided to explain why the study’s judgment 

differs from the view of both the case study regime’s judgment and the views of 

international expert opinion. 

The variation in the common and case-specific standards for the dependent 

variable is reviewed below:  

1) China 1991-7. In this case, the central leadership faced the challenge of 

slowing growth rates, lack of market mechanisms, and an inefficient, bloated state sector. 

At the 7th plenum of the 13th Party Congress, supreme leader Deng Xiaoping and his 

allies, including General Secretary Jiang Zemin, called for more radical “socialist 

market” reforms designed to expand the role of the market in allocating goods and 

resources, restructure state-owned enterprises, and improve productivity. By 1996, the 

government had expanded market mechanisms to 93% of retail activity, up from 53% in 
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1990. The government had restructured 25% of the nation’s 87,000 SOEs in 1998 and 

restructuring continued apace into the 2000s. The state sector declined dramatically, with 

companies shedding 60% of the workforce.51  Productivity growth surged 5% from 1991-

6. The policies turbocharged the economy, with GDP growth averaging 12% from 1991-

7.52 The change is dramatic and is judged successful in accordance with conventional 

opinion.   

2) China 2004-2010. The principal problem identified by senior leaders centered 

on the unsustainable growth model owing to an excessive dependence on investment and 

export driven growth, as well as the mounting cost of externalities such as environmental 

pollution and inequality. Beginning around 2002, top leaders led by Hu Jintao had called 

for a rebalancing towards a more “scientific development” featuring greater reliance on 

consumption, reductions in government debt, improvements in the use of science and 

technology to elevate productivity, and a stronger social welfare system to help 

incentivize workers and consumers. The main criteria for assessment include increases in 

the consumption share of GDP; stabilization and reduction of government debt; and 

improvements in productivity. Although GDP growth rates increased over 9% on average 

over 2004-2010, the government experienced disappointment in its efforts to achieve 

many of its principal goals. Consumption remained a very low 42% of GDP, having 

increased only 1% over the period.53 The government did not control debt-driven growth, 
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as government debt continued to increase dramatically, climbing from 150% to 200% of 

GDP. Productivity growth declined 2% over the period in question.54 By these measures, 

the DV in this case is judged a failure and Chinese leaders themselves expressed 

disappointment. At the 18th Party Congress held in 2012, for example, Hu Jintao 

acknowledged that “there is still much room for improvement,” noting that “unbalanced, 

uncoordinated, and unsustainable development” remained a “big problem.”55  

3) China 2013-2019. The failures under Hu Jintao led the subsequent government 

led by Xi to try again. The policy agenda announced at the 3rd Plenum of the 18th Party 

Congress, resembled that proposed by Hu in the early 2000s: rebalance the economy, 

improve productivity, and reduce debt, control externality costs, and improve the social 

welfare system.  From 2013- 2019, GDP growth rates had averaged 7%, but progress 

towards the Third Plenum policy goals showed only slight improvement compared to 

Hu’s efforts. Consumption as a share of GDP increased 3% from 42% to 45% of GDP- 

still low compared to the global average of around 64%, especially for a large country.56 

Total debt continued to increase with little evidence that that the government had gained 

control of the problem. By 2018, debt had increased from 200% to about 260% GDP.57  

Productivity showed a slight improvement, increasing about 1% over the intervening 

period.58 China has seen some improvement, but overall, these were incremental. Chinese 
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leaders expressed dissatisfaction at the rate of progress. At the 19th Party Congress held in 

2017, for example, Xi Jinping admitted “inadequacy in our work” and noted “the good 

number of difficulties and challenges facing us.” Among these, he stated, “unbalanced 

and inadequate development remain unresolved” and admitted the “quality and efficiency 

of development is still not very high.” The DV in this case is judged a failure.   

4) Taiwan 1973-79. In the early 1970s, Taiwan’s leaders led by Chiang Ching-

kuo recognized the need to upgrade the economy’s competitiveness. They proposed a 

major industrialization project aimed at expanding infrastructure and the quality of 

exports. They launched the “Ten Major Construction Projects” and technology research 

centers. By 1980, the structure of Taiwan’s economy had changed dramatically. Industry 

increased its share of GDP 10% from 31.7% in 1972 to 42.8% in 1977. Industrial 

products increased as a share of exports from 56%  to 86.3% in the same period.59  

Productivity increased 2.5% over the time of implementation.60 Over the five-year period, 

GDP growth averaged 9%, earning the island the sobriquet the “Taiwan miracle.”61 The 

DV in this case is judged as success. 

5) USSR 1985-91. The Soviet economy had performed poorly for years when 

Mikhail Gorbachev outlined his ambitious “perestroika” agenda aimed at accelerating 

political, social, and economic restructuring. Among priorities, Gorbachev highlighted 

the need to overhaul a bloated and inefficient state sector, increase incentives for 
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companies to produce higher quality consumer goods, and improve the productivity of 

the agricultural sector. The results proved profoundly disappointing, however. Total 

production continued to decline, and industrial production fell by 40% by the late 1980s. 

Per capita GDP continued its decline from the early 1970s. Productivity fell 0.5% from 

an already low level during 1980-1985.62 Despite a goal of 100% of SOEs being self-

financed by 1988, only 60% reported reaching that goal. Efforts to incentivize enterprises 

to generate output in response to demand as opposed to state orders failed as well. 

Despite a goal of reducing state orders to 40%, in 1988 state orders still made up for 86% 

of industrial production. The GDP growth rate averaged under 2% over the five-year 

period.63 The failure of the perestroika reforms led to the dissolution of the Soviet Union. 

The DV is judged a failure. The results are summarized in Table 1.2. 

 

 

Table 1.2. Variation in Policy Implementation Among Select Single Party Authoritarian Regimes  
China 1991 China 2004 China 2013 Taiwan 1973 USSR 1985 

Main 

economic 

problem 

Slowing 

growth, 

inefficient 

and bloated 

state sector 

Unsustainable 

growth model, 

externalities; 

debt 

Unsustainable 

growth model, 

high 

externalities; 

debt 

Unsustainable 

growth model 

Slow growth, 

inefficient 

state sector, 

weak markets; 

debt 
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Economic 

policy goal 

Establish a 

socialist 

market 

(increase 

private 

sector) 

Shift to 

sustainable 

growth 

(rebalance 

towards 

consumption, 

reduce debt) 

Shift to 

sustainable 

growth model 

(rebalance 

towards 

consumption, 

reduce debt) 

Upgrade 

infrastructure, 

industry 

Expand market 

mechanisms, 

increase labor 

productivity 

Time frame 

(GDP growth 

rate average) 

1991-1997 

(12%) 

2004-2009 

(10%) 

2013-2019 (7%) 1973-1979  (9%) 1985-91 

(<2%) 

Change in 

key 

measurement 

of goal 

achievement 

Increase of 

market 

mechanisms 

(93% of 

retail in 

1996 from 

53% in 

1990); 

Productivity 

growth (5%) 

Change in 

consumption 

as % of GDP 

(41-42%); 

reduce 

debt/GDP (debt 

grows from 

150% to 200% 

GDP); 

productivity 

growth (-2%);  

Change in 

consumption 

as % of GDP 

(42-45%); 

reduce debt/GDP 

(debt grows from 

200% to 260% 

GDP); 

productivity 

growth (1%) 

Industry increased 

its share of GDP  

from 31.7% in 

1972 to 42.8% in 

1977; industry 

share of exports 

(56% to 86%); 

productivity 

growth (2.5%) 

Market 

liberalization, 

productivity 

growth (<1%); 

improve 

production 

(declined); 

SOEs 

completely 

self-reliant 

(60% met 

goal) 

Assessment Success Failure Failure Success Failure 
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While principally focused on the relative success or failure of policy 

implementation, this study will also note the variation in political strategies adopted by 

central leaders while implementing the initiative. Although the variation does not affect 

the judgment about the relative success or failure for the DV, it could help provide insight 

into the question of why central leaders adopted coercive and repressive strategies in 

some cases but not others (Table 1.3). There are two categories of state violence of 

interest: those involving the center and elites; and those involving the center and the 

public. Violence involving the center and elites can consist of actions by the top 

leadership to remove opponents among the elite classes including higher level party 

members, government officials, and economic elites through norm-inconsistent, violent 

and coercive means. A “low” level of violence would include norm-consistent, 

conventional measures to swap out officials installed by the previous leader and their 

replacement by officials expected to be more loyal to the incoming leader. Purges can 

represent a low level of violence if carried out in a manner that minimizes violence and 

generally follows established precedent. A “high” level of violence would include not 

just lethal violence to remove opponents, but also norm-inconsistent, large-scale purges, 

mass incarceration, and other extra-legal measures to suppress rival elites. While this type 

of violence tends to flow from center to elites, it can also move in the opposite direction. 

The principal way elites carry out violent action against the top leader is through a coup. 

Violence involving the central leadership and the public tends to consist of 

elevated levels of repression. By their nature, single-party autocratic regimes tend to rely 

on repressive politics. However, in some cases the authorities have intensified the scale 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

39 

 

and scope of repression by cracking down on opposition, violently suppressing 

autonomous movements, and increasing various forms of state violence against the 

people. This “elevated” level of repression can be seen in indicators such as unusually 

high spending for internal security and more violent suppression of social gatherings and 

of popular efforts to express themselves. Although the details for each case is explored in 

more detail in their respective chapters, values for these forms of violence are 

summarized below: 

1) China 1991. Elite politics featured a higher level of informality, which complicates 

assessment of center-elite violence. Nevertheless, Deng maneuvered his way into 

dominating elites with minimal bloodshed and with fairly restrained action against his 

opponents. Most opposing elites in the central leadership were forced to retire or 

purged. However, Deng and his allies oversaw a significant increase in repression of 

the public, especially in the last half of the period in study. An example of the 

intensified repression is the “strike hard” campaign that blamed unrest on “criminal 

elements” among the public and generally overlooked the misbehavior of elites who 

caused much of the public resentment (Chapter 3). 

2) China 2004. In this case, Hu Jintao avoided violent actions against elites. However, 

he did oversee a major increase in public repression in response to waves of popular 

discontent across the country, often driven by malfeasance by local officials. 

Symptomatic of his approach, Hu directed a massive increase in internal security 

spending, which surpassed the defense budget in 2010 (Chapter 4). 
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3) China 2013. Xi Jinping stepped up violent coercion of the elites through his anti-

corruption campaign and large-scale purges and arrests of officials in the party, 

government, and military. More than a few officials committed suicide as a result of 

the campaign.  He also stepped up repression of the public, which saw human rights 

violations reach their worse levels since Tiananmen Square (Chapter 5). 

4) Taiwan 1974. Taiwan’s government experienced significant loosening of repression 

of elites and the public in this period, with relatively low levels of violence against 

elites and the public (Chapter 6). 

5) Soviet Union 1985. Gorbachev avoided violent actions against the elites and relaxed 

controls on the public, but became the victim of a coup launched by elites in 1991 

(Chapter 7). 

 

 
 

Table 1.3. Variation in Political Coerciveness towards Elites, Public Repression in Cases 

Type of 

violence 

China 

1991 

China 

2004 

China 

2013 

Taiwan 

1973 

USSR 

1985 

Center-elite 
  

Elevated 
 

Elevated 

Center-public Elevated Elevated Elevated 
  

 

 

 

A preview of the argument 

In the following pages, I will argue that prospects for successful implementation 

of a major policy initiative designed to improve economic performance will depend in 

part on favorable political conditions. I define those conditions in terms of three 
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variables: 1) the central leadership, 2) the strength of elite opposition; and 3) the relative 

cohesiveness of the public. The strength of the central leadership is determined by the 

autocrat’s control of the nation’s security forces, ability to command obedience from 

subordinate levels of government, and relative control over the ruling party. The strength 

of elite opposition is determined by the elite share of the nation’s wealth, degree of 

collusion among elites, and their disposition for or against the policy changes. The 

cohesiveness of the public is determined by the degree of formal employment and 

linkages among employers, opportunities for political participation, and the degree of 

social stratification and ethnic fragmentation. I will argue that only the values of a strong 

central leadership, weak elite opposition, and a cohesive public favors successful policy 

implementation. This favorable combination, which I call the “Enabling Configuration,” 

is a necessary condition for successful policy implementation. All other possible 

combinations of these variables are unlikely to facilitate successful implementation 

because they either fail to generate and sustain the political will to carry out the changes 

or because they generate destabilizing political responses that undermine the effort.  

Table 1.4 provides a summary of the possible combinations of the different variables and 

predicted outcome. The table also shows the combination of variables for the case studies 

in this paper as well as a few illustrative examples of historic cases.  

 

 

 
Table 1.4. Summary of Possible Variable Combinations and Predicted Outcomes 

IV 1 Central 

leadership 

IV 2 Elite 

opposition 

IV 3 Public 

cohesiveness 

DV Policy 

implementation  

Analysis and example 
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Strong Strong Cohesive Failure Risk of civil war as center, elites 

mobilize support 

Strong Weak Cohesive Success Enabling configuration (Taiwan 

case study 1974) 

Strong Strong Fragmented Failure Stalemate in struggle between 

center, elites (China case study 

2013) 

Strong Weak Fragmented Failure Weak demand signal, low ability of 

public to help with policy 

coordination 

Weak Strong Cohesive  Failure Center’s weakness raises risk that 

political mobilization of public 

could spiral out of control (Soviet 

Union case study 1985) 

Weak Weak Cohesive Failure Society in transition, severe regime 

decay impairs basic state function 

(Baathist Party led-Iraq 2003) 

Weak Strong Fragmented Failure High risk of political conflict if 

center tries to coerce elites (China 

case study 2004) 

Weak Weak Fragmented Failure Disintegrating state (Democratic 

Republic of Afghanistan 1989) 
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Study outline 

The study will proceed in the following manner. In Chapter Two, I will present 

the theory of an enabling configuration and how this combination of three independent 

variables is necessary for successful implementation of major, multi-sector policy 

initiatives by a single party authoritarian government. I will operationalize the theory by 

defining in more concrete detail the variables involved, indicators, and measurement 

criteria. I will also discuss the data sources to be used for the analysis.  

Chapters Four through Nine apply the theoretical framework to five past historical 

cases studies. Three of the cases involve different instances in China’s history over the 

past three decades, providing an opportunity for time-series comparisons. The three 

leaders, Deng Xiaoping, Hu Jintao, and Xi Jinping all faced contrasting political 

situations and adopted different strategies to optimize the chances of successful economic 

policy implementation, at least in their eyes. Each faced different challenges and 

experienced varying levels of success, but I will explore the incentives and political logic 

that underpinned their political strategies. Deng started from a position of apparent 

weakness that belied his real political strength. He successfully exploited that potential to 

shape favorable conditions for successful policy implementation. Hu Jintao inherited a 

more daunting political situation, which he tried to overcome through non-coercive 

measures regarding the elites. His conciliatory approach towards the elites entailed 

increases in repression of the public, but this failed to set the favorable political 

conditions for successful policy implementation. Xi Jinping’s adoption of centralizing, 

coercive, and repressive policies built on Hu’s political strategies and yielded incremental 
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gains in economic policy implementation, but the strength of opposition to date has 

proved strong enough to deny Beijing complete success.  

I will supplement the three Chinese case studies with two international case 

studies. In Chapter Six, I will examine the case of Taiwan in the 1970s, which 

successfully carried out an economic upgrade. Taiwan succeeded in part due to unusually 

favorable features of its political economy that made it easier for the top leader, Chiang 

Ching-kuo, to achieve the enabling configuration. However, the prosperity yielded by 

Taiwan’s success, compounded by international developments, resulted in a surprising 

evolution of the same variables, setting the stage for liberalization years later. Chapter 

Seven will look at the example of the Soviet Union in the era of Glasnost. Severe 

structural weaknesses resulted in a highly unfavorable combination of the three variables, 

which proved extremely difficult to change without inciting severely destabilizing 

political effects. Chapter Eight will provide a comparative case study analysis to draw out 

the themes and insights regarding the research questions.  Chapter Nine will also offer 

some concluding thoughts. 
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CHAPTER 2: THE THEORY: THE ENABLING CONFIGURATION AS A 

NECESSARY POLITICAL CONDITION FOR ECONOMIC UPGRADE 

In this chapter, I will do two things. First, I will review key findings from 

previous research relevant to the research questions. Given its importance for policy, 

topics related to the implementation of policies to enable higher quality growth has 

proved a popular topic for research. I will focus on some of the key findings on topics 

related to the research questions. In particular, I will briefly consider principal 

conclusions regarding the political challenges that accompany efforts to implement major 

economic upgrading policies. I will note scholarly findings regarding factors that affect 

prospects for successful policy implementation and regarding the choice of political 

strategies to ensure implementation.  Scholars have identified several theories to explain 

how and under what conditions governments can successfully implement policy, and I 

will review some of the most salient of these as well. 

Second, I will describe the theory that I developed to answer the research 

questions. The theory of the “enabling configuration” states that leaders of a closed, 

authoritarian single party government requires favorable political conditions in order to 

successfully carry out major, multi-sector policy initiatives aimed at improving an 

economy’s performance. The study posits that successful policy implementation requires 

as a necessary political condition an “enabling configuration” of three independent 

variables: 1) the relative strength of the central leadership, 2) the strength of elite 

opposition, and 3) the cohesiveness of the public. I will explain that political conditions 

are most favorable when the central leadership is strong, elite opposition is weak, and the 
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public is cohesive.  Successful achievement of an enabling configuration is not, however, 

a sufficient condition for successful policy implementation. Other factors play a role in 

determining whether the major policy initiative will realize its intended goals. The 

policies must be well conceived and economically feasible, for example. However, the 

enabling configuration is a necessary ingredient. Leaders who fail to achieve a favorable 

political situation as defined by this theory are unlikely to oversee successful 

implementation of a major policy initiative aimed at improving economic performance. 

In this chapter, I will explore how the enabling configuration works to facilitate 

successful policy implementation. I will also explain how the value of the variables 

change and why any advantage gained by securing the enabling configuration inevitably 

fades. Indeed, in some cases, successful policy implementation can lead directly to the 

dissolution of the enabling configuration.  The value of these independent variables, I 

posit, also presents incentives for different types of political strategies. As I will show, 

the value of the independent variables provides incentives for the regimes to carry 

different political strategies as they undertake policy implementation. The nature of these 

incentives can help explain why risks of violence are higher in some cases than others. 

This chapter will present the research design of this study, which involves a 

comparative case study approach involving five instances in which single party, closed 

authoritarian regimes sought to improve the country’s economic performance through 

implementation of a major policy initiative. I will review how the independent variables 

might be identified in each of the cases and how I measured them.  In this chapter, I will 

also explore ways that the theory of the “enabling configuration” could be falsified.   
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Improving productivity: A political challenge 

The implementation of a given policy differs in difficulty according to the tasks 

involved. A particularly challenging one involves major efforts to upgrade an economy’s 

performance through primarily intensive growth measures, which largely consists of 

policies to bolster productivity. How to improve productivity depends on the particular 

characteristics of any given economy. Prescriptions for increased productivity that work 

for a low income country will not be appropriate for more mature economies. For 

countries that have undergone a basic level of industrialization but seek to build a more 

productive, advanced economy, common policy prescriptions include more and better 

education (especially higher and technical education), greater savings and better 

investment, modernized infrastructure, and more innovation through research and 

development.  Experts disagree on the value of industrial policies, but all agree on the 

need for institutional strengthening, especially administrative capacity to deliver public 

services and economic regulation.64 Finding ways to move up the value chain to provide 

higher-value services and innovation is also critical. According to a 2012 World Bank 

study, the main sources of higher productivity for middle income countries are a “shift to 

high-value services and the promotion of home-grown innovation, rather than continuing 

to rely on imitation of foreign technology.65 These policy prescriptions share much in 

common with those espoused by Chinese leaders themselves. At the Third Plenum of the 

18th Party Congress, for example, central leaders outlined ambitions to strengthen and 

                                                 
64

 Eva Paus, “Escaping the Middle Income Trap: Innovate or Perish,” Asian Development Bank Institute, 

No. 685, March 2017. 

65
 Agenor and Canuto, p. 4. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

48 

 

improve public services, safeguard fair competition, promote sustainable development, 

expand social welfare services, and improve the country’s ability to innovate.66 

Enacting policies to upgrade an economy’s performance requires more than the 

right economic prescriptions, however. The pervasiveness of low-productivity among 

developing and developed countries alike, despite incessant pledges by the same 

government deliver higher quality growth, suggests the remedy may be harder to achieve 

than it appears. A closer look at the changes required to improve productivity in countries 

like China reveals that a principal cause of policy failure owes to politics. 

Experts on policy processes have shown that key political tasks are critical to the 

successful implementation of major economic initiatives. Some experts have emphasized, 

for example, the importance of building broad coalitions of interest groups and the public 

to drive demand for change. In such situations, the central government must make clear 

the stakes and mobilize interested parties to pressure recalcitrant bureaucracies and 

interest groups to implement new policies.67 Others have noted the imperative of 

coordination between the central government, relevant bureaucracies, and other interested 

actors in bringing about major economic upgrades. Policies to improve productivity in 

industry often require a sharing of information and cooperation among interested parties 

in businesses, labor, and the government to ensure efforts support one another.68 

Moreover, some cases require that central governments manage the political conflicts that 
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accompany upgrading policies, as these can feature interest groups that lose income and 

status as a result of anticipated changes.69   

The political dimension of such industrial upgrading can be illustrated with a 

closer look at some of the institutional reforms commonly prescribed to enable higher 

productivity. As prescribed by economists, middle income countries could bolster higher 

productivity in part through the creation of institutions that incentivize people to consume 

and carry out the type of creative, enterprising work required for higher-quality growth. 

Examples include the expansion of social welfare services, higher quality education, the 

establishment of a more reliable legal system, and control of corruption- all of which 

require responsive, efficient, and effective governance.70 However, creating these 

institutions may require that authorities curb the arbitrary rule of government officials, 

control corruption, and transfer resources from a less productive state-owned enterprises 

to a more productive non-state sector. These changes entail an unavoidable curtailing of 

power and loss of income for many officials and their clients who benefit from existing 

arrangements, changes which those individuals-many of whom may have amassed 

considerable wealth and influence- could be expected to resist.   

In short, the pursuit of higher productivity in middle income countries is 

invariably a political as much as it is an economic challenge. The political requirements 

for creating those institutions can be demanding, as it typically requires strong leadership, 

high levels of coordination and robust coalitions. According to a study by Carnegie 
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Endowment, “The most productive thing middle-income countries can do to accelerate 

their transition to advanced economies is to establish a bipartisan political consensus for 

what’s needed to simultaneously solve the dilemmas of an economic crisis and ensure 

long-term economic growth.”71  As this statement suggests, most of the research so far on 

the political challenges of improving an economy’s performance has focused on liberal 

democracies. But how authoritarian regimes such as China should manage the politics of 

economic upgrade is less clear. While early generations of research supported a 

“modernization” path in which states pass through phases of liberalization and 

democracy before proceeding to highly productive, high income economies, current 

scholarship has become more ambivalent.  Doner and Schneider’s focused on specific 

tasks required for economic upgrading and took an agnostic position on the 

appropriateness of regime types for such tasks.72 Other scholars have questioned long-

held assumptions about the superior economic performance of democracies compared to 

authoritarian regimes.  In a 1993 study Adam Przeworski and Fernando Limongi found 

no correlation between income growth and regime type.73  Commentators have pointed 

out that some authoritarian economies appear to be outperforming those of liberal 

democracies, at least in recent years.74  The debate remains unsettled, but its persistence 
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suggests that the possibility that authoritarian regimes might grow prosperous through 

“intensive” policies that raise productivity cannot be ruled out. 

 

The politics of economic upgrading 

Just as the economic prescription for improving a country’s economic 

performance depends on key economic factors, the political prescription for ensuring 

successful implementation of the same policies may require favorable political factors as 

well.  The study of how governments implement contentious policies has made 

significant advances in recent years. Among theories advanced by scholars to explain 

how governments implement major policies are those of the “stages heuristic,” 

“institutional rational choice, “advocacy coalition framework,” and the “punctuated 

equilibrium theory.”75 Although they highlight different mechanisms and aspects of the 

policy implementation process, these theories and other scholarly works on policy 

implementation tend to emphasize several shared factors.  First, they draw attention to the 

structure of the political economy in providing incentives for rational actors and 

bureaucracies. The political features of liberal democracies structure interactions between 

political actors differently than in autocratic societies, for example. Similarly, a 

developed, mature economy will have features that affect government and bureaucratic 

processes differently than those of a developing country. Second, these sources 

emphasize how the scope of the policy challenge can affect prospects for success. Larger 

and more complex economic policies carry more substantial political requirements, and 
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vice versa. Third, the theories underscore the importance of analyzing the relative 

strength and the structure of relationships between key political actors. I elaborate on 

these points below.  

Political economy considerations 

 Due to its demanding political requirements, the struggle to improve productivity 

and build a more efficient economy may prove especially difficult for some government 

types more than others. The correlation between “consolidated” liberal democracies and 

the most efficient, prosperous economies is well established, although the reason for the 

correlation remains debated.76 By contrast, authoritarian regimes have shown some 

variation, but generally underperformed their liberal democratic peers. Many 

authoritarian regimes have achieved basic modernization, and some have achieved 

middle income status, but exceedingly few have built the sorts of highly productive 

economies characteristic of wealthy liberal democracies.77 Acemoglu and Robinson have 

posited that authoritarian governments (including those of Asian tigers and China) have 

succeeded in generating “extractive growth” characterized by the often coercive 

mobilization of labor and capital. But the same countries have failed, they argue, to 

achieve what they called “inclusive” growth featuring high levels of productivity due to 

their inability to build institutions that incentivize innovation and entrepreneurial activity 

among the populace.78 
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A few autocratic regimes have experience high per capita GDP, but these tend to 

be resource-dependent countries such as the petro-states in the Middle East. Countries 

dependent on natural resources, in particular, have been observed to feature a generally 

lower level of social welfare development and under-investment in human capital as a 

potential driver of growth due to the lack of incentive for the government to develop the 

economic potential of the populace.79 For these resource-rich states, low productivity 

may be tolerable, at least so long as they have markets for their natural resources.  

The few authoritarian states that have featured industrial sectors have frequently 

suffered from low productivity. The economic performance of the Soviet Union and the 

communist bloc during the Cold War proved notoriously disappointing, with Soviet per 

capita GDP barely reaching a fraction of that of the United States in the 1970s. The 

industrialization policies embraced by fervent communist regimes in China, North Korea, 

and others frequently resulted in disaster, including humanitarian catastrophes of mass 

starvation and death. The low productivity and inefficiency of economies led by 

communist parties owed in large part to their ill-conceived statist economic policies.  But 

even in periods of recovery and with the advent of market friendly reforms, these 

economies have tended to feature low levels of productivity and considerable 

inefficiency. As noted previously, despite China’s phenomenal growth rates, its industrial 

sector has only achieved a fraction of the productivity experienced by the most advanced 

economies.   
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Because this study aims in part to analyze China’s prospects, I will focus on 

regimes that share features in common with those of that country. Some of these political 

and economic features of single-party, closed regimes and developing countries are listed 

in Table 2.1.  These features could profoundly shape how the government implement 

relevant policies and are worth clarifying.  

China’s political system may be characterized as an authoritarian, single-party 

regime. It adheres to Leninist principles in the sense that the ruling party does not permit 

political opposition and that it penetrates and controls the government and virtually all 

other forms of social and economic organization. It is “closed,” in the sense that the state 

apparatus monopolizes economic and social power in the society and retains full 

discretion over policy initiatives. The ruling CCP also upholds a Marxism-derived 

ideology as the basis of party discipline. These features distinguish China’s mode of 

single-party authoritarianism from other “less ideological” variants in which ideology 

may be absent of downplayed, opposition tolerated, party penetration of organizations 

may be more limited, and/ or the party organized defined more by factions and 

personalities than ideology.80  

Scholars have pointed out that in such closed systems, regimes tend to poorly 

understand the demands of the populace. Although the core political processes may be 

fairly unified and coherent, such a system may not have sufficient power to force 

compliance from a disorganized but wary people who are well aware that the 

government’s policies do not respond to their particular needs. In these regimes, the 
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central government depends on elites embedded within the party-state to carry out 

contentious policies, which presents a principle-agent problem regarding policy 

implementation. Moreover, Peter Cleaves has pointed out that in closed systems, 

“negative sanctions are usually more frequently employed than positive inducements 

because of the difficulty of reconciling the logic of ideologically inspired policy with the 

economic and social interests of affected populations.”81  These insights suggest that 

central leaders in countries like China and the Soviet Union will struggle to mobilize a 

populace they poorly understand, especially in eras featuring a low salience of the party’s 

revolutionary ideology. 

While political structures will bear most directly on how governments manage 

political change, economic structures can profoundly impact the process as well. Since 

most single party authoritarian regimes have not achieved high income status, their 

economies tend to resemble those of other developing countries. Chinese officials of 

course routinely insist that their country remains a “developing” country. They note that 

although China may have the second largest economy in the world, its per capita income 

is about one-sixth that of the United States, a level on par with that of other developing 

countries. Similarly, most other single party, authoritarian regimes such as those in 

Vietnam, Cuba, North Korea, and historical regimes such as the Soviet Union in the 

1970s and authoritarian Taiwan in the 1960s tended to be low to middle income 
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developing countries with per capita incomes a fraction of those of the industrialized 

west.82  

Scholars have pointed out that the record of policy implementation in many 

developing countries is poor because many governments “operate under administrative, 

economic, and political constraints that virtually guarantee failure at the point where the 

policy is applied to the society.”83 Three big obstacles to effective policy implementation 

in the developing world include a lack of political support for implementing agencies and 

implementers; the resistance from the civil servants implementing the policy; and 

corruption among the implementers and/or their clients.84   Scholars have pointed out that 

high levels of inequality in developing countries also raise several potential political 

risks. Doner and Schneider highlighted two in particular: those of clientelism and 

populism. They defined “clientelism” as the “exchange of particularistic goods 

(patronage) between wealthy and poor or powerful and powerless.” They noted that 

clientelism thrives under conditions of poverty and inequality. They also noted that high 

levels of inequality could also encourage “populism” in middle income countries seeking 

to upgrade. They defined populism as a “form of personalistic leadership that addresses 

broad but unorganized discontent by undertaking unsustainable redistribution” through 

mechanisms such as price controls, consumption subsidies, and exchange rate overhauls.  
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Populism undercuts upgrading efforts by encouraging short-term, ad hoc policy-making, 

antagonizing business, and weakening institutions. Populist policies can also result in 

recession and crisis, which further diverts resources from upgrading efforts.85 

Doner and Schneider observe that the political conditions in middle income 

countries have become “especially inauspicious for such consensus and coalition 

building.” They highlighted in particular the problems of fragmentation between labor 

and business.86 They pointed out, the conditions that facilitated the ascension into middle 

income status, such as “foreign investment, low-skilled and low-paid work, inequality, 

and informality” can over time generate “cleavages” that impede the implementation of 

upgrading policies and development of institutions. They observed that, “the institution-

intensive nature” of policies required to upgrade an economy’s productivity tends to 

falter in the face of weak societal demand for such institutions.87   

 

 

 

Table 2.1. Key Features Relevant to Policy Implementation by Single Party, Authoritarian Regimes 

Structure 

type 

Variation Key features Significance for policy implementation 

Political  Closed, single-

party 

authoritarian 

Ideological party; Leninist 

penetration and control of 

government and society; no 

opposition permitted; society 

lacks autonomous organization 

The central government depend on elites 

to implement policy but lacks 

independent institutions; lack of 

autonomous, organized society impairs 

                                                 
85

 Doner and Schneider, p. 625. 

86
 Doner and Schneider, p. 630. 

87
 Doner and Schneider, p. 640. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

58 

 

center’s ability to mobilize popular 

support and coordinate policy 

Economic Developing 

status 

Under-developed legal and 

regulatory apparatus; fragmented 

labor and business common 

Center faces hurdles in gaining 

compliance among civil servants and 

mobilizing support in labor and business 

sectors for upgrading reforms; risks of 

populism and clientelism 

 

 

 

Interactions between political actors 

Political scientists have also highlighted the role of key actors and their 

relationships with one another in determining policy outcomes. They have noted in 

particular the importance of central leaders, elites, and the public in both affecting policy 

outcomes and influence the prospects for political conflict and instability.   

Scholars have long emphasized the importance of strong central leadership in 

carrying out contentious policies. Studies of policy processes have generally agreed on 

the importance of cohesion and strong resolve on the part of the central leadership in 

carrying out contentious policy changes. Where these qualities are lacking, prospects for 

success dim considerably.88 In a study of policy implementation in post-Soviet Russia, 

for example, the authors identified regarded the “strategic priority of reforms for the 

political leadership” as especially important.89  Similarly, an analysis of why local 
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Chinese officials did not enforce centrally directed requirements to provide local social 

insurance to coal miners cited a lack of pressure from higher level authorities as a top 

factor.90  

The finding that political opposition and conflict can determine whether a country 

succeeds or fails to carry out such major economic policies underscores the power of 

elites in the process.91  Daron Acemoglu and James A. Robinson similarly have pointed 

out that political elites often block beneficial economic and institutional change due to 

fears that such changes will destabilize the existing system and increase the likelihood of 

losing political power and future rents. Elites resist upgrading policies, in other words, 

not because their economic interests are adversely affected by proposed economic 

changes, but because their political power and social status may be threatened.92 

Schneider and Doner similarly noted the importance of elites in resisting change. They 

noted examples in which domestic elites became “entrenched in their own traditional 

business strategies and in politics” and wielded power to “maintain institutions favorable 

to their existing businesses.”93  In his book, Weak States, Strong Societies, Migdal noted 

that central leaders in developing countries frequently announce ambitions to carry out 

extensive economic and governance reforms, but that these efforts often founder upon the 

resistance by powerful sub-national actors such as tribal chiefs, local powerholders, or 
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landed elites, a group he collectively refers to as “strong men.” For many such countries, 

an apparently all powerful, intrusive state apparatus masks the reality of weakness. Real 

power rests with the strata of political and economic elite who mediate between the 

central government and the public.94   

Scholars have also highlighted the importance of the public in efforts to carry out 

economic upgrading. Doner and Schneider noted that fragmentation within business and 

labor could undermine efforts by central leaders to build broad coalitions in favor of 

costly upgrading reforms.   They noted that in middle income countries, fragmentation is 

“both deeper than in most other cases, and more consequential.” They noted that 

fragmentation means that firms and workers in different parts of the economy have 

“different strategies and therefore different interests regarding key upgrading reforms.” 95  

Tilly’s work also highlighted the bargaining power of the public, since citizens furnish 

the taxes and labor needed by the state to fight wars.96 Jowitt’s book on Leninist states 

highlighted how in the Soviet Union, Moscow’s failure to politically integrate the masses 

and its policy actions resulted in a fatal weakening of the ruling communist party’s 

credibility.97    
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Table 2.2. Types of Political Actors and Potential Relevance for Major Economic Policy Change 

Political actor 

type 

Relevance for major economic policy implementation 

Central leadership Provides direction, oversees coordination, resolves disputes 

between social groups 

Elites Responsible for policy implementation, may pose opposition to 

changes that entail loss in income, status 

Public Provides political demand for economic change and involvement 

may be required for coordination 

 

 

 

Policy implementation in autocratic and developing states 

Theorists have proposed different theories to explain how these political actors 

affect policy processes. The “institutional rational actor” theory posits that the central 

leadership, bureaucratic actors, and interest groups act in a self-interested way to 

constrain or facilitate policy change. By contrast, the advocacy coalition framework 

questions the overriding importance of rational choice and instead argues that coalitions 

can often be formed on the basis of shared values, sometimes at the expense of the 

material self-interest of coalition partners.98 The punctuated equilibrium theory of policy 
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change focuses on the interaction between central leaders, bureaucratic sub-units, and the 

public in implementing policy change.99 

Some theories have also emphasized the power of individuals and groups in the 

implementation of policy. The “power resource theory” argues that the distribution of 

power between competing interest groups can determine the success or failure of 

movements. Insights from this theory has also been applied to the study of policy 

processes.100 The works of scholars on state formation and revolutions, such as 

Barrington Moore, Charles Tilly and Theda Skocpol have also emphasized the struggles 

between the state, elites, and the public in determining revolutions or forming modern 

states. 101  

While much of the existing scholarship has focused on the experiences of modern 

industrial states, experts have pointed out some of the unusual features of developing 

countries that shape relations between the central government and elites. Joel Migdal’s 

work noted that governments in Asia, Africa, and Latin America have often adopted 

political tactics that seem to undermine their efforts to carry out ambitious economic and 

governance policies. He explained that a root cause of this common pattern owed to the 

weakness of the state compared to various social actors. The modern state (i.e., a 

government that claims a monopolistic administrative sovereignty over the entire breadth 
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of a nation’s territory) is accepted as the norm worldwide, but it is based on patterns of 

organization established in Europe. Strong states in the Western model have proven 

difficult to replicate in other regions. 

Developing countries tend to feature sub-regions that do not adhere to the 

policies, laws, and regulations issued by the central government. Examples include 

democracies like the Philippines and Iraq, but also illiberal states such as the Democratic 

Republic of Congo and Zimbabwe.102  The struggle to extend the central government’s 

control over regional power brokers, or strongmen, defines some of the most essential 

political developments and determines the prospects for many national policy agendas in 

many African, Asian, and Latin American countries. Migdal argued that the Asian tigers 

South Korea, Taiwan, and Japan similarly benefited from the destruction of landed elites 

through war and occupation, as this facilitated the central government’s ability to enact 

key economic policies. He also provided examples in which central leaders failed to 

overcome local strongmen, such as in Sierra Leone, Egypt under Nasser, and post-

colonial India. Leaders in those countries often ended up adopting policies that sabotaged 

their own policy agendas due to the imperative to ensure their survival as leaders, an idea 

Migdal characterized as the “politics of survival.” For example, leaders in these countries 

relied on tactics such as non-merit appointments, frequent position rotations, and “dirty 

tricks” such as norms violations, extralegal detentions, assassinations, and torture to 

subdue potential rivals.103 The incessant political conflict frequently exacerbated social 
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and political fragmentation and impaired efforts to mobilize resources and carry out 

national policies. 

Unusual features of the global economy in the 21st century could also exacerbate 

the political challenges of economic upgrading in developing countries. Scholars have 

noted in particular problems of de-industrialization. A symptom may be seen in the rapid 

expansion of informal employment, or “shadow economies” characterized by low-skill, 

low-productivity employment lacking formal welfare benefits. Dani Rodrik has used the 

term “premature industrialization” to highlight a trend in recent decades that 

distinguishes the experience of late industrializers from that of early industrializers. He 

noted countries are running out of industrializing opportunities sooner and at much lower 

levels of income than in the past.104 

Although the phenomena of weak states and social fragmentation affect 

democracies in the developing world, such as India, such an arrangement poses additional 

challenges to authoritarian governments for two reasons. First, the central leadership are 

in many ways more dependent on elites in authoritarian than democratic states. In single-

party authoritarian regimes, the central leadership depends on its elites to oversee 

economic activity needed for growth and for ensuring social and political stability. 

Unlike their democratic counterparts, the authoritarian regime lacks a reliable, 

institutionalized means of objectively monitoring the performance of elites and of 

holding them accountable. Second, authoritarian regimes tend to prefer a depoliticized 

public as more stable for the regime, which further weakens their ability to monitor elites 
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and control their abuses.  Both of these features may serve the authoritarian regime well 

in times of prosperity, but they can become serious liabilities in periods of economic 

stagnation or crisis, when information on the performance of party-state officials may be 

especially pressing for central leaders- but elusive. 

The intersection between the demanding political requirements of industrial 

upgrade, the unique political economy features of single party authoritarian states, and 

the complex relations between key political actors suggests carries two important 

implications for political analysts. First, the meaning of key political developments in 

such countries may in some cases be most fully illuminated through careful analysis of 

the country’s economic situation.  Economic imperatives may drive leaders to adopt 

unusual measures and to take risks that they might otherwise avoid.  Second, an 

assessment of the prospects for successful economic changes aimed at enhancing 

productive growth requires a thorough analysis of the country’s politics and political 

situation. 

Political Strategies to Realize Economic Upgrade 

Autocrats who seek to improve their economy’s performance through 

implementation of a major, multi-sector policy initiatives face a dilemma.   On the one 

hand, the autocrat has many incentives to improve the economy’s performance. Higher 

growth could bring more jobs for the public, more social stability, and more revenue for 

the autocrat and his cronies. Failure to improve the economy’s performance may result in 

diminishing prospects, greater instability, and declining central government revenues. On 

the other hand, the same changes required to unleash economic growth may raise risks to 
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political stability. Higher growth may require, for example, moving large populations 

from rural to urban areas. The resulting disruption to traditional livelihoods could result 

in considerable political and social instability. Regarding elites, pro-growth policies may 

also require the reduction or elimination of wasteful and unproductive practices that 

provide income and privileges to elites, which could antagonize them.  This risk is 

heightened for non-oil producing countries that are looking to improve productivity after 

having climbed the rungs from low to middle income status.  In such a case, an autocrat 

may decide to forego initiatives to bolster productivity in order to placate elites. Doing so 

carries the cost, however, that the long-term prospects for the nation and, eventually, the 

autocrat could decline. Conversely, if the autocrat decides to improve the country’s long-

term prospects by insisting on implementing the policy changes, he could antagonize 

well-resourced elites by threatening their access to rent and privileges. Pushed too hard, 

they might resort to violence to protect their interests.  The dilemma is compounded by 

the fact that in single party authoritarian states there is rarely a Weberian “nonpartisan” 

bureaucracy. Nor is there the hope that an opposing party can be elected to office with the 

promise to “clean house” and end the unaffordable benefits of a privileged elite. Instead, 

the autocrat must rely on many of the same elites to oversee the implementation of 

policies as those who stand to lose significant fortunes and privileges once the policies 

are implemented.   

This suggests a political challenge quite different from that posed by conventional 

analysis of elite politics in autocratic states.  The whole logic of Bruce de Mesquita’s 

influential “selectorate” theory rests on the notion that paying off powerful elites is 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

67 

 

critical to the survival of an autocratic regime.105  In the dilemma outlined, however, the 

autocrat is not seeking support in exchange for payoffs, but instead seeking more like the 

opposite: he is demanding elites enact policies that curtail their access to wealth and 

privileges.  

Since the proposed policies promise to diminish the incomes of elites, elites 

naturally have a rational incentive to avoid implementing them. Central leaders might be 

able to overcome the disinclination of elites and extract compliance through threats of 

savage punishment for disobedience. Brutal autocrats such as Joseph Stalin and Mao 

Zedong often resorted to the threat of execution, after all, to coerce elites into carrying 

out policies they otherwise might oppose. 

But the destabilizing effects and risk of disaster typically has historically led 

regimes to eventually abandon such a violent and brutal style of rule. In the more 

commonly encountered situations featuring a stable, “normal” politics, why should elites 

comply with directives that will cost them dearly in income and status?  

Elites may, of course, choose not to comply. Refusal to carry out the will of the 

autocrat certainly carries significant risks. Elites must consider the possibility of 

punishment inflicted by the top leader for disobedience.  In an era of normalized politics 

featuring a lower level of fatal consequences for defiance, the risks may be lower but still 

substantial. Autocrats, even weaker ones, still have the freedom to arbitrarily seize and 

and injure any citizen, even members of the elite. One way of avoiding the wrath of the 

top leader might be to take preemptive action. Elites could resort to violent overthrow of 
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the ruler to preserve their privileges and wealth. However, revolt is often a risky endeavor 

that could result in the death of coup leaders and their followers if it fails. In short, open 

defiance of the autocrat may not be worth the risks. But it may also not be necessary. The 

unavoidable dependence of central leaders on elites to carry out their will provides the 

latter with a tremendous advantage.  Theorists of policy implementation have noted the 

asymmetric advantage that bureaucrats have in preserving their interests and resisting 

change. Scholars have found, for example, that bureaucracies can manipulate their 

superior expertise and access to information to frustrate policy-makers who seek major 

change.106 Elites could passively defy the autocrat by feigning compliance while avoiding 

actual implementation through time-tested methods as stalling, lobbying, and slow-

rolling. Autocrats thus face a serious principal agent problem in that they must entrust the 

implementation of policy regime agents who may be incentivized to undermine the same 

policy.107 Finding ways to compel elite compliance in a manner that minimizes the risk of 

violent overthrow is thus a central political challenge to successful policy 

implementation. 

Theory: The enabling configuration as enabler of policy implementation 

This study argues that the prospects for successful implementation of a 

contentious, major policy initiative to improve a country’s economic performance are 

highest under conditions featuring what I call the “enabling configuration” of key 
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variables. The enabling configuration refers to a situation characterized by the values of a 

strong central leadership, weak elite opposition, and a cohesive public.  This theory 

primarily aims to explain the outcomes of authoritarian governments that attempt to carry 

out major policy initiatives to upgrade their economies. If sufficient data on all of the 

variables could be made available to the analyst, it is possible that predictions could be 

made. However, as will be discussed further, information on the independent variables 

can be scarce, owing to their extremely sensitive nature and the opacity of autocratic 

politics. This theory may thus be viewed as most useful for making sense of historic cases 

in which data on the variables is available. For contemporary cases, conclusions and 

predictions should be tempered by a humility regarding the limits of information 

available on such political sensitive topics.  

I posit that this combination allows the central leadership is a necessary to compel 

elite compliance in a manner that minimizes the risk of political violence. A firm control 

of the government bureaucracy increases the likelihood that directives will be carried out 

by subordinate levels of government. Similarly, strong discipline and cohesion in the 

party enables the central leadership to confidently rely on procedures and processes to 

discipline defiant elites in a manner that upholds the legitimacy of the party. Strong 

discipline and cohesion also raises the likelihood that party cadres will fulfill their duties.  

Strong control of the party and the security forces is important for the autocrat to 

control the risks of political conflict. Central dominance of the security forces removes 

from embattled elites the option of a coup. And central dominance of the political party 
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delegitimizes any effort by elites to contest the center’s authority through counter-

mobilization of hostile factions in the party-state machinery.  

Weak elite opposition is critical to ensuring successful policy implementation 

because the center can’t afford to commit too many resources to combatting elites while 

simultaneously trying to carry out complex and difficult policy changes. A modest share 

of national wealth and income limits the ability of elites to fend off the center and protect 

their position through bribes, payoffs, and the secret cooptation of other social groups 

including the military, media, and others. A differentiated elite further weakens the 

ability of embattled elites to pool resources against the center and also leaves them 

vulnerable to divide and conquer tactics by the center.  

In some cases, the center’s agenda may not threaten the position of elites. Even if 

they have grown disproportionately wealthy through extensive collusion, the center may 

for a variety of reasons tolerate the self-enriching activities of the elites. In this case, it 

may be sufficient for the center’s needs to tolerate an increasingly powerful elite so long 

as the interests of the elite aligns with those of the center. However, in this case, the lack 

of strong elite opposition is an illusion that masks a potentially serious problem once the 

interests of the center and the elite are no longer aligned. The case studies of China in 

1991 and 2004 illustrates how this change in alignment can affect prospects for policy 

implementation. 

In the enabling configuration, the public has a high level of cohesiveness. This 

helps the policy implementation process because of the role the public can play in policy 

implementation. A cohesive public can also help control political risks. A public that is 
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economically cohesive has a stronger incentive to support government initiatives to 

upgrade the workforce. It is also more likely to adhere to agreements between 

government, labor and business since it has some degree of formal integration into the 

economy. A public that is politically cohesive has a higher potential for mobilization. If 

the central leader can direct the mobilization, then the public’s support could put severe 

pressure on elites to carry out the assigned tasks and deter them from challenging the 

center. A public that has a high level of social cohesion could be inclined to identify with 

the autocrat or potentially be coopted by the central leadership. Economic cohesiveness 

may be the most important, since it most directly affects the material incentives for 

supporting upgrading initiatives, but the combined effect of economic, political, and 

social cohesiveness could significantly improve the ability of the central leader to 

mobilize popular support for the major policy initiative.   

Timing is important. If the central leadership initiates efforts to carry out the 

major policy initiative with the enabling configuration in place, then prospects are 

promising. However, in this case, the values must persist through the period of policy 

implementation for the potential to be fulfilled. If, by contrast, the central leadership 

begins the period of policy implementation with a less than ideal configuration, prospects 

are dimmer, but not necessarily lost. The central leader has a window of time to change 

the values of the variables so that they resemble that of the enabling configuration. 

Because the government is simultaneously attempting to implement the policy, however, 

there is an urgency to making the values change sooner rather than later. At the latest, 

success in building an enabling configuration halfway through the implementation time 
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frame offers the best prospects. This is because policy implementation is likely to be 

incomplete or erratic at best until the configuration is achieved. Delay in achieving the 

configuration until the last years leaves too little time for the results to be achieved within 

the designated time frame. Of course, the leadership could simply delay the projected end 

state, but the main point is that building the enabling configuration is a necessary 

condition for successful implementation of a major, multi-sector policy initiative.  The 

reasoning for each of the independent variables is explored in more detail below. 

The importance of a strong central leadership 

To compel elites to carry out policies that could cost them dearly, the central 

leadership must deter overt defiance and prevent elites from subverting the policies 

through passive defiance, or policy non-implementation. At the most basic level, the 

central leadership must be strong enough to both deter coup attempts and to compel 

obedience and compliance through subordinate government and party bureaucracies.  The 

strength of the central leadership depends on several key factors. First and foremost, the 

central leadership should have a firm grip on the nation’s security forces. Control of the 

military and internal security forces is vital for two reasons. First, it denies elites the 

option of military overthrow as a means of non-compliance. And second, control of the 

military and security forces provides the central leadership with a threat of violence and 

coercion if elites continue to defy the central leadership either overtly or passively. The 

threat of arrest and worse can motivate elites to carry out policies they personally oppose 

if the elites believe non-compliance will entail such harsh penalties. 
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It is rare for any autocrat to exercise total command, in the sense that every 

element military and police unit obey perfectly his commands. But a strong central 

leadership should exercise a dominant influence, with his authority respected and most of 

these organizations generally compliant. A position of central leadership dominance in 

the security forces raises the price that elites must pay to subvert the central leader’s 

authority and coopt the military. It is also rare for an autocrat to be utterly devoid of 

authority among the security forces. Even the weakest leader can count on the loyalty of 

at least the palace guard. But a weak leader’s control would be partial at best, retaining 

the loyalty of a small minority of security forces. In a situation featuring weak central 

leadership, large portions of the nation’s security forces may operate autonomously or 

may be coopted and controlled by rival elites.  

But control of a nation’s security forces is not enough to ensure elites will carry 

out policies. As Joel Migdal has pointed out, the appearance of a powerful state equipped 

with a powerful military and ruthless security forces frequently belies real state weakness 

in many developing countries. Real power often rests with influential regional 

powerholders who can defy the will of central governments with seeming impunity. A 

fundamental struggle, Migdal pointed out, often revolves around whether the authority of 

the central leadership or that of a regional power holder predominates over a given area. 

In a state featuring a fairly unified bureaucracy characterized by standardized rules, laws, 

and regulations nationwide, prospects are better that the center’s directives will be carried 

out. By contrast, a situation in which the bureaucracy is fragmented, and in which sub-

national or large parts of the national bureaucracy operate on rules, norms, and  principles 
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disconnected from that of the central government weakens the ability of the top 

leadership to ensure proper implementation of contentious policies. Such a fractured state 

also facilitates noncompliance by elites, since they can more easily exploit the separate 

rule sets to their advantage. Thus, a key measure of the strength of the central leadership 

centers on the state of relations between the central leadership and the various national 

level ministries and sub-national governments charged with compliance. To the extent the 

entire government demonstrates adherence to common rules, norms, and standards, the 

center’s strength will be enhanced. Bureaucratic elites and their allies will find it more 

difficult to exploit bureaucratic tactics to evade accountability and defy directives and 

may instead find little choice but to comply.  By contrast, weak central leadership control 

of the government entails a situation in which subnational bureaucracies and perhaps 

even some national ministries operate autonomously or in defiance of the center and in 

deference to powerful elite rivals. The central leader’s influence may extend partially to 

some aspects of the sub-national governments, but much of the country’s bureaucracies 

will appear to operate with little coordination with one another and may routinely resist 

or ignore central directives. 

A third measure of strength for the central leadership rests in the degree of 

discipline and control of the ruling political party. A defining feature of closed, single 

party authoritarian political systems is the dominant role played by a political party, often 

one characterized by adherence to some ideological identity.  The party penetrates and 

controls all parts of the government and many aspects of social and economic life. An 

autocrat who exerts a dominant influence in the political party is one whose authority is 
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widely respected and who can expect compliance from most of the party’s members. 

There is a general unity in the party, and a reasonable level of discipline and cohesion, 

with few branches acting autonomously or in contravention to the center’s will. By 

contrast, a weak central leadership will exert a partial and inadequate authority within the 

ruling party organization. In such a situation, much of the party organization may appear 

disorganized and chaotic, with unclear or contested authority, with many branches 

operating semi-autonomously under the influence and direction of local party bosses. A 

chaotic political party lowers the cost of elite defiance of the center’s will and facilitates 

their efforts to resist policy change. 

In a single party, closed regime, it may seem that control of the government and 

the political party are one in the same thing. After all, the party controls the government. 

In some cases, the government may be so weak and dependent on the party that this may 

be true. But in more developed societies featuring a more durable government 

bureaucracy, such as those found in many middle income societies, the strength of the 

party’s vitality and discipline may be analyzed separately from the operation of the 

government bureaucracy. There are many examples in the world, after all, in which a 

cohesive, unified government bureaucracy coexists with a ruling political party that 

experiences considerable internal turmoil or that has atrophied considerably. Indeed, one 

of the case studies examined in this paper, that of KMT-led Taiwan in the 1970s, 

provides an example of a political party that experienced an erosion of its capacities even 

as the government bureaucracies became more firmly established and competent. The 

converse of a strong party and a weak and fragmented government is also plausible, 
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especially in the poorest countries that may have just established their autonomy, as 

happened in China in the early Mao years.  

In short, a central leadership with a firm grip on the nation’s security forces and 

which exercises fairly uniform authority across national ministries and subnational 

governments as well as oversees a cohesive, unified political party is best positioned to 

press bureaucracies and elites to carry out policies that they may be tempted to resist. By 

contrast, a weak central leadership is easier for elites to resist passively. If threatened, 

elites may also feel emboldened by the weakness of the central leadership to risk a coup 

or carry out other violent counter-measures. However, evaluating this prospect through 

the lens of the central leadership’s strength is inadequate. A more accurate assessment of 

the central leadership’s prospects in overcoming the resistance of recalcitrant elites will 

depend, in turn, in part on the strength of those elites.  

The importance of weak elite opposition 

The relative strength of elite opposition can directly affect both the prospects for 

successful policy implementation and the prospect of violence in the policy 

implementation process. Weak elite opposition may require a lower level of central 

leadership strength to achieve desired outcomes than might be the case for a situation 

featuring strong elite opposition. In the latter situation, a powerful and well-resourced 

elite may feel confident enough to passively resist the center’s directives or they may 

seek to gain control of the center through peaceful means, such as recruiting key advisors. 

They may even be tempted to try violent means, such as a coup, to assert their dominance 

over the central leadership. 
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Evaluating the strength of elite opposition involves several considerations. First 

and most basic is the access to resources enjoyed by the elites. An elite that controls a 

huge and disproportionate share of the nation’s political power and wealth is better 

positioned to defend its interests. With ample resources, elites can mobilize supporters 

among the public, and perhaps recruit supporters among the security forces or even 

among the central leadership. Ample resources could enable the elite to bribe disciplinary 

officials or fund other activities to subvert the central leadership’s to control them.   

Elite power can be enhanced if the country’s elites pool their resources and 

collaborate. Collusion can extend vertically as well as horizontally. Horizontal collusion 

involves cooperation between government, political, and economic elites at roughly the 

same level of government primarily for the purpose of self-enrichment. Collusion differs 

from bureaucratic cooperation and coordination in that collusion aims principally at self-

enrichment and tends to distort the normal functioning of institutions. By contrast, normal 

bureaucratic cooperation and coordination tends to adhere to existing institutions and 

serves the interests of relevant bureaucracies and governments. In vertical collusion, 

elites collaborate hierarchically for purposes of self-enrichment. Elites at local 

government levels could, for example, recruit higher level patrons. As with horizontal 

collusion, vertical collusion differs from normal patron-client ties in that collusion tends 

to be corrosive to the political system, as a major purpose of such illicit collaboration is 

to evade law, discipline, and accountability for purposes of self-enrichment.108 By 
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contrast, the patron-client ties that appear in many countries may not fall into this 

characterization if they operate in a manner consistent with existing political institutions. 

Since the individuals who comprise the central leadership are few in number and 

because the central leadership depends on elites to implement policy, elites can further 

extend their advantage by combining powers. Vertical collusion provides valuable 

political cover because high level patrons can protect their clients from discipline and 

provide privileged access or exceptions to the center’s policies. By contrast, a highly 

differentiated elite featuring a lower level of collusion could be more vulnerable to divide 

and conquer tactics in which the central leadership recruits one set of elites and deploys 

them against the others. A lack of vertical collusion also leaves lower level officials more 

vulnerable to discipline and control from the central leadership due to a lack of powerful 

patrons who could protect them. 

The share of a nation’s resources and the degree of collusion can provide a sense 

of the relative strength of the elites in a country. However, what counts for purposes of 

assessing prospects for successful policy implementation is whether the elites are 

incentivized to deploy their strength against the center’s policy agenda. The disposition 

of elites, therefore, matters a great deal in determining the potential strength of elite 

opposition to central policy initiatives.  Some economic initiatives to improve an 

economy’s performance may require fewer concessions from elites than others. For 

example, a central leadership that seeks to realize major economic gains by reallocating 

labor from the countryside to factories may be compatible with a higher level of elite 

rent-seeking and corruption, so long as the economy grows rapidly.  By contrast, a case in 
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which central leaders seek greater efficiencies in part by ending rent-seeking behavior by 

the same elites may result in more of a zero-sum standoff between the central leadership 

and elites. Analysis of the proposed policy initiatives thus requires analysis of the elite’s 

disposition.  

This third aspect suggests an important risk that deserves emphasis. An apparent 

lack of elite opposition to the center’s upgrading agenda may miscommunicate the real 

strength of elites. An elite that controls most of the nation’s resources and features 

extensive collusion may offer “weak resistance” to the center’s growth strategy if the 

economy’s prospects do not require concessions from elites. But this will be an illusion. 

The elites are strong- it is merely their disposition that appears conciliatory. This 

possibility is illustrated in the case study of China during Deng Xiaoping’s final years, 

whose initiatives to promote a socialist market economy enjoyed considerable support 

among subnational elites and their partners in the commercial sector, due to the 

anticipated opportunities for self-enrichment. The central leadership regarded these elites 

as political allies in the struggle against a hardline faction within the central leadership 

and generally tolerated elite misbehavior accordingly. Moreover, Deng’s growth strategy 

was compatible with a high level of elite corruption, which resulted in a low level of 

tension between the central leadership and elites.  But the increasing share of wealth and 

collusion that the elite experienced in the same years resulted in a powerful array of 

interest groups who would later flex their muscles when the central leadership changed 

its prescription for growth and began to seek higher productivity from the economy in 

part by curbing the wasteful rent-seeking behavior of elites. 
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Because the numbers of individuals in the central leadership are so small, their 

dependence on elites to govern the nation and implement policy is a major vulnerability. 

Although a firm grip on security forces can help deter recalcitrant elites from violent 

responses and general compliance among sub-national governments and a cohesive party 

can improve the central leadership’s ability to ensure elite compliance, it may not be 

enough. This is especially the case when elites have gained a large share of resources and 

practice a high level of collusion. Strong elites can exploit their position within the 

governing apparatus to coopt parts of the government political party or mobilize a 

substantial power base from which they can draw to resist central encroachments. In 

China in the late 2000s, for example, Bo Xilai succeeded in marshalling a formidable 

network of supporters among elites and the public in Chongqing.  At the height of his 

power, Bo was considered among the most powerful individuals in China. 

The importance of a cohesive public 

To overcome the opposition of elites, the central leadership needs to cultivate 

public support.  Many theories on policy processes have highlighted the importance of 

involving outsiders, such as the public, for successful implementation of major policies. 

The Advocacy Coalition Framework emphasizes the importance of broad coalitions of 

supporters among the public, for example, to successful policy change. The punctuated 

equilibrium theory similarly incorporates involvement by the public as a critical 

mechanism for overcoming resistance by bureaucracies.109  Scholars of upgrading 

policies have also emphasized the importance of public demand for the difficult and 
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costly initiatives which may not provide an obvious immediate benefit but can improve 

the long-term prospects for an economy.110 Migdal’s theories similarly show how the 

ability of regional power brokers to maintain strong clientelist networks can undermine 

the efforts of central leaders to mobilize the nation’s public in favor of change.111   

An engaged public can help the central leadership by providing a strong demand 

signal for change. A politically mobilized public can signal its disapproval for the 

misbehavior of elites and help hold the elites accountable to carrying out relevant 

upgrading policies.  A strong public backing can also help the central leadership 

politically withstand challenges from elites and undermine efforts by the elites to 

delegitimize and undermine the center’s policy initiative. 

Authoritarian single party governments in charge of developing countries have 

unusual features that further underscore the need for public support and yet make efforts 

to access that support problematic.  Their dependence on the elites who run most of the 

government bureaucracy leaves them highly vulnerable to manipulation by the elites. 

Moreover, a lack of independent institutions offers few top-down alternatives for central 

leaders to control the elites. The center’s dependence on elites is compounded further by 

a general preference among autocracies to keep the public depoliticized. A citizenry 

disinterested in politics, after all, is less likely to question the authoritarian regime’s 

monopoly on power. And in autocracies within developing countries, the proximity of the 

local party boss to the public raises the likelihood that much of the public will be 
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organized by clientelist ties and thus may hesitate to back the center against the patron 

with the greatest ability to impact their lives.  Attempts to politicize the public also risks 

provoking a politically destabilizing process that could quickly escalate beyond the 

control of the autocrat. This is especially the case in volatile situations featuring 

widespread discontent over diminishing economic prospects, which is likely to be the 

case when central leaders ponder the imperative of policy initiatives to enhance growth. 

The mobilization potential of the public provides a sense of the likelihood of 

success should the center decide to risk political mobilization. The mobilization potential 

depends to a considerable degree on its relative cohesiveness. That is, the quality of 

relationships between an individual and society provides a sense of the possibility that 

individuals might be willing to get involved in politics. A cohesive society features 

stronger inter-personal trust, sense of inter-personal solidarity, and more predictable and 

widely shared set of norms and values.   A fragmented society features low inter-personal 

trust, low sense of solidarity, and highly contested norms and contested values. In the 

language of Joel Migdal, a high degree of social control offers a higher mobilization 

potential. As Migdal explained, social control is the degree to which a populace adheres 

to a set of values, rules, and symbols that collectively comprise a “strategy for survival.” 

The more the public shares a common rule set, the higher the potential social control. By 

contrast, a populace lacking a clearly dominant rule set but instead features numerous 

competing possibilities may be characterized as highly fragmented. A fragmented 

populace has a far lower mobilization potential.  
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Cohesiveness and fragmentation can occur economically, politically or socially.  

Economic cohesiveness is the most important, as it most directly impacts the material 

incentives for individuals to trust in the political system and incentivize involvement in a 

productive way. Economic cohesiveness may be judged by the state of labor and 

business. Experts such as Rodrik, Doner and Schneider have highlighted how labor may 

be fragmented by informality, i.e., labor that is not taxed or registered. A large informal 

sector impairs the central government’s ability to mobilize popular support to carry out 

contentious policies for several reasons. For informal workers, the rules set by the central 

government matters little, since in their experience, formal laws and rules can be, and are, 

negotiated, bent, or violated. Moreover, informal workers learn that “who you know” 

matters more than the laws.  This understanding undermines the effort by the central 

government to rely on formal laws and rules to exert its influence over the populace. It 

also encourages workers to prioritize the patronage of local officials over the authority of 

a distant central government. An economy organized along the lines of informality thus 

could be expected to favor a dynamic of clientelism, which reinforces the power of local 

cadres and their associates and discourages the formation of strong public ties with 

central authorities.112    

Fragmentation among businesses can similarly impair efforts by the central 

leadership to marshal support for its upgrading agenda. A cohesive business sector is one 

with strong incentives to support potentially costly policies designed to improve an 
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economy’s overall competitiveness and productivity. In general, a business sector made 

of mostly domestic companies with strong linkages between upstream and downstream 

industries is likely to have a higher degree of cohesiveness. By contrast, a fragmented 

business sector features many companies with few linkages with each other and may 

include a large foreign investor presence. Foreign companies often have little interest in 

handing over their profits to fund the host nation’s efforts to upgrade its economy and 

thus their presence may encourage corporate fragmentation.113 

Political cohesiveness occurs when the public has a readily available way to 

meaningfully participate in the nation’s politics.  While elections offer one popular and 

effective way to integrate the public politically, they are not the only way. Authoritarians 

can carry out a range of mass political activities designed to mobilize public support, cow 

political enemies, and sustain public demand for major policy initiatives. In China, Mao 

Zedong frequently used tactics such as mass political campaigns and the “mass line,” in 

which cadres interact with the populace and articulate their “true needs” through 

mobilization activities. Mao’s efforts often ended in severe upheaval and disaster, but the 

public definitely showed a high level of participation and involvement. By contrast, a 

politically fragmented populace would be one without meaningful ways to participate in 

the nation’s politics. Rather than a standard and accessible means of political 

participation, a fragmented society may be politically organized around principles of 

clientelism. Negative signs of fragmentation might also be seen in widespread anti-

                                                 
113

 Schneider and Doner. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

85 

 

system behavior, through sporadic violence, large numbers of spontaneous protests, and 

other unsanctioned political behaviors. 

Finally, social cohesiveness and fragmentation refers to the relationships and 

shared sense of solidarity among the public or lack thereof. Social cohesiveness and 

fragmentation can be related to class, ethnicity, religion, or culture. In terms of class, a 

low level of inequality can promote a sense of solidarity and shared identity among 

citizens, enhancing cohesiveness. By contrast, a highly unequal society may fuel 

bitterness and anger towards elites, as well as distrust towards the government.  A shared 

ethnic, religious, and/ or political culture can facilitate solidarity and cohesiveness. By 

contrast, hostile polarization between competing ethnic, religious, or political groups can 

result in deep fragmentation that undermines efforts to build a common coalition in favor 

of change.   

A public experiencing a high level of cohesiveness is likely to have strong 

economic cohesiveness, but also robust cohesion in the political and social domains. A 

fragmented public will be economically fragmented and experience significant fractures 

and segmentation in the political and social domains as well. Yet a highly cohesive public 

is not necessarily always supportive of the center. The autocrat needs a mobilized 

citizenry to control elites but political mobilization of the public carries its own risks. 

First, there is the risk that a politically mobilized citizens may not support the center, but 

instead align with elites against the center. Or political mobilization could unleash long-

held popular pressures that tear the country apart and initiate civil conflict.  Failure to 

involve the citizenry may permit the center to avoid such perils, but this carries its own 
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risk. A center that lacks popular backing in its efforts to curtail the power of elites could 

find its policy implementation efforts flounder.  Central leaders may urgently need the 

involvement of a mobilized public to help them achieve their goals, but they have ample 

reason to dread the possibility of political mobilization as well.  

The fragility of the enabling configuration 

Achieving the enabling configuration is difficult for any government, but even if a 

government succeeds in attaining the configuration, the success could be short lived. 

Inevitably, the value of the different independent variables change. In fact, successful 

implementation of major economic upgrading policies may contribute directly to the 

dissolution of the enabling configuration and the onset of a sub-enabling configuration. In 

the case of China in the 1990s, for example, the country experienced significant gains in 

productivity after successful implementation of the “socialist market” major, multi-sector  

policy initiatives advocated by Deng Xiaoping. However, the significant improvements in 

productivity and overall economic performance came at the cost of a deepening social 

fragmentation, as tens of millions of SOE workers lost their social welfare and moved 

into a rapidly expanding, insecure informal sector. The same policies also provided 

incredible opportunities for elites to enrich themselves, which increased their strength, 

and it also contributed to a weakening of party discipline and of the center’s power 

relative to subnational governments.  

Failure to enact upgrading policies can worsen prospects for eventual policy 

implementation as well. The cases of the Soviet Union in the 1980s and China under Hu 

Jintao show that a country’s dependence on unsustainable growth models could lead to a 
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feedback loop in which powerful elites dominate economic policy making, compelling 

weak central leaders to continue growth policies that enrich elites while worsening the 

country’s long-term prospects. The dilemma is made more difficult by the clear evidence 

that the status quo growth policies do generate economic activity. In the case of China in 

the 2000s, the country frequently achieved high GDP growth rates above 9%. This 

enriched elites and worsened the country’s debt problem, but the growth also provided 

jobs and incomes for much of the public.  

Autocrats thus face a formidable challenge in shaping the independent variables 

into an enabling configuration. Countries embarking on economic upgrades rarely begin 

with an ideal situation and in fact are likely to face inauspicious political conditions. Elite 

actors in particular may have a strong incentive to perpetuate the status quo because it 

ensures central leaders cannot dominate them. Central leaders thus must find a way to 

change the value of the variables, but in a manner that minimizes the risk of political 

violence and overall destabilization of the political system. I will argue that while failure 

to begin the policy implementation with anything other than the enabling configuration 

does not necessarily doom the effort, failure to achieve the enabling configuration by the 

mid-way point of the multi-year implementation period will result in poor prospects for 

successful policy implementation.  

Even if the autocrat successfully implements the major policy initiative, he must 

anticipate how to manage the effects of its imminent dissolution. The evolution to a sub-

optimal configuration of the independent variables may be tolerable so long as the newly 

implemented growth strategy remains in place. However, inevitably, the possibilities of 
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existing modes of growth will be exhausted. When that moment arrives, the autocrat will 

once again face a compelling incentive to rebuild the enabling configuration to carry out 

a new set of upgrading policies.  

Research design  

To carry out the research, I principally employed the method of case studies and 

comparative analysis. For each case, I measured the independent variables three times: 

First, at the start of the six year period; second, at a three year point after the start of the 

period; and third, at the close of the three period. In between each measurement, I 

discussed intervening developments that could affect the values for each of the 

independent variables. After carrying out individual case studies, I conducted a 

comparative analysis to discern potential generalized findings and explore in more depth 

the relationship between independent variables and the dependent variable. 

Data collection   

To answer the research questions, I collected data that documented or illustrated 

the relative power of the central government, local and provincial governments, SOEs, 

and other major actors. I examined official documents and publicly available reports on 

regulations, rules, and procedures relevant to the process of policy implementation. Due 

to the nature of the regimes, data on elite politics, the relative control of the central leader 

over the armed forces, and the cohesiveness of the ruling party can be scarce. In many 

ways, such issues are among the most sensitive for any autocracy, as they could carry 

politically explosive implications about the ruler’s true grip on power. This reality limits 

what can be reliably collected of contemporary regimes, such as those of China under Hu 
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Jintao and Xi Jinping. By contrast, historical case studies afforded more opportunity to 

examine data sources that would be otherwise unavailable, permitting a potentially more 

incisive and detailed analysis of authoritarian politics. In the case of the Soviet Union, for 

example, scholars can now access records from the Soviet Politburo, memoirs by top 

leaders such as Mikhail Gorbachev. The U.S. government has also declassified 

intelligence reports and analysis on the Soviet Union, some of which I also examined for 

my case study.  

Academic research and expert commentary provided another useful source of 

data. I consulted with both western scholarly writings and commentary from experts in 

the countries under study.  These sources provided valuable insight into the political 

dynamics between elites, the public, and central rulers that helped inform my assessments 

of the value of the IVs. 

To evaluate the dependent variable, I examined statements and reports by the 

governments involved in the case study. Since authoritarian regimes may seek to disguise 

the true condition and distort results, I also consulted data collected and analyzed by 

authoritative, credible international experts such as those with the IMF and World Bank.  

Independent variables 

To explain the variation in the dependent variable, I focused on the following 

three independent variables (IV): IV1: The strength of the central leadership; IV2: The 

strength of elite opposition; and IV3: the cohesiveness of the public. I measured each of 

the IV in the following manner.   
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IV1: Strength of central leadership  

The strength of the central leadership is the first variable. The central leadership 

consists of the top decision-maker and the senior leaders and staff responsible for 

overseeing implementation of relevant policies.  In the cases involving China, the top 

leader is the supreme leader, Deng Xiaoping, in the 1991 case and the General Secretaries 

Hu Jintao and Xi Jinping in the subsequent cases. Supporting top leaders include allies in 

the Politburo in Deng’s era, and in the Politburo Standing Committee in the subsequent 

eras. In Taiwan, the top tier leader is the supreme leader, Chiang Ching-kuo. Supporting 

top leaders include the senior advisors in the KMT and executive branch of the 

government. In the Soviet case, the top tier leader is General Secretary Mikhail 

Gorbachev, and supporting leaders consists of allies in the Politburo (Table 2.3). 

 

 

 
Table 2.3. Central Leaders for Case Studies 

 China 1991 China 2004 China 2013 Taiwan 1973 USSR 1985 

Top leader 

 

Supreme 

leader, 

Deng 

Xiaoping  

 

CCP General 

Secretary Hu 

Jintao 

 

CCP 

General 

Secretary 

Xi Jinping 

 

ROC 

President 

Chiang 

Ching Kuo 

CPSU 

General 

Secretary  

Mikhail 

Gorbachev 

Supporting 

top leaders 

Supporters 

in Politburo, 

Supporters 

in Politburo 

Supporters 

in Politburo 

Senior party 

leaders in 

KMT 

Supporters 

in Politburo  
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Central 

Committee 

Standing 

Committee  

Standing 

Committee  

 

 

 

I assessed the strength of the central leadership through three qualities: control of 

the government, control of the security forces, and control of the political party. Control 

of the government refers to the central leadership’s general ability to command the 

subordinate levels of government responsible for implementing policy relevant to the 

policy goals in question. The central leadership is best positioned to ensure policies are 

implemented and carry out coordinating and coalition building duties if the lower level 

governments are compliant. By contrast, a central leadership with a weak control over 

lower level governments is unlikely to gain the level of cooperation, coordination, and 

coalition-building help needed to enact complex policies. The measurements for this 

indicator are categorical, with the options being either “dominant” or “partial.” A central 

government with a “dominant” control is one in which the subordinate levels of 

government demonstrate relatively consistent compliance, few instances of defying 

central rule, an adherence to established processes to resolve differences with each other 

and with the center. By contrast, a central that experiences “partial” control is one in 

which compliance by subordinate governments is inconsistent, there are clear cases in 

which lower level governments defy central directives, and differences between the lower 

level governments and with the center go unresolved or rely on methods inconsistent with 

established procedures.   
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A strong central leadership has firm control of the nation’s security forces. 

Successful control of the security forces means that the central leader can count on both 

the armed forces and the best equipped internal security forces to carry out orders, even 

those that oppose the will of powerful elites. Control of the security forces not only 

provides the top leader coercive leverage against elites, it helps control political risks that 

arise from any ensuing political conflict. I expressed the value of this IV categorically as 

either “dominant” or “partial.” I assigned a “dominant” value if available evidence 

suggested that the central leader could command virtually all of the security forces and if 

those forces appeared generally obedient and loyal.  A lack of evidence of serious 

opposition or defiance of the center’s authority could also contribute to such a value. By 

contrast, I assigned a “partial” value if available evidence suggested that significant parts 

of the military or internal security forces prioritized loyalty to a rival to the central leader, 

defied the center’s authority, or otherwise demonstrated significant displays of disloyalty 

or noncompliance. 

A strong central leadership should also control the political apparatus, in 

particular the political party. Since the cases examined all feature a political party 

organized along Leninist principles, control of the party is especially important for the 

central leader, since the party’s cadres penetrate and control all forms of political, 

economic, and social organization. The center’s control is demonstrated by evidence of 

party discipline, loyalty, and compliance with central leader directives. These are 

measured categorically as either “dominant” or “partial.” I assigned a “dominant” value if 

evidence suggested that a central leader had clear ideological and political authority 
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throughout the party apparatus, if most members adhered to party discipline, and if acts 

of defiance or non-compliance with central directives appeared relatively infrequent. By 

contrast, a “partial” value reflected a situation in which the central leader’s ideological 

and political authority are unclear or contested, most members disregard, subvert, or 

oppose party discipline, and acts of defiance or non-compliance with party directives are 

widespread. These indicators are summarized in Table 2.4. 

I judged the central leadership as “strong” if all three indicators scored a 

“dominant” measure. In other words, only if the central leadership demonstrated 

dominant control over the government, security forces, and political party did it merit a 

value as “strong.” Any other combination opened serious vulnerabilities and I 

accordingly graded them as “weak.”  However, not all forms of a “weak” score for this 

variable should be regarded as the same.  The specific combination of indicators carries 

implications for the politics of the country and should be noted. For example, a “weak” 

central leadership that has gained dominant control of the party but lacks control of the 

military may be vulnerable to overthrow if powerful opposing elites can gain the 

allegiance of military leaders.  

 

 

 

Table 2.4. Measurement Criteria for IV1 Strength of Central Leadership 

Indicator Definition Data Positive measure Negative measure 

Central 

government 

control 

This indicator 

measures the 

power of the 

central 

Evidence of 

policy 

implementation 

by bureaucracy 

“Dominant:” 

Ministerial, 

subnational 

governments carry 

“Partial:” Ministerial, 

subnational 

governments 

frequently do not 
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government 

relative to sub-

national 

government. It is 

measured by 

evidence of 

ministerial and 

subnational 

government 

general 

compliance, vs. 

evidence of 

widespread non-

compliance and 

acts of defiance. 

consistent with 

central leader 

statements; 

discussion of 

non-compliance 

by central 

leaders 

out policies largely 

consistent with top 

leader intent; rules 

and directives 

followed; few 

mentions of non-

compliance by 

central leaders 

implement directives; 

criticism of 

noncompliance by 

central leaders 

Control of 

security 

forces 

This indicator 

evaluates the 

ruler’s control 

over the military 

and internal 

security forces 

relative to rivals 

and sub-national 

levels of 

government.  

Evidence that the 

military and 

internal security 

forces obey the 

autocrat and 

carry out his 

orders. 

“Dominant:” 

Evidence that 

security forces 

comply with the top 

leader’s directives; 

few to no reports of 

disloyalty, or of 

disobedience. 

“Partial:” Evidence 

indicates rival leaders 

control large 

segments of security 

force; evidence 

suggests compliance 

is uneven or that 

some units do not 

obey the autocrat’s 

directives. 
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Political 

party 

control 

This indicator 

assesses the 

ability of the 

central leader to 

dominate the key 

decision-making 

bodies and 

maintain 

discipline among 

the dominant 

political party’s 

members.  

Evidence that the 

central leader 

commands the 

loyalty of most 

party members, 

and that the party 

has ideological 

coherence, unit, 

and discipline  

“Dominant:” 

Evidence that the 

ruling party features 

low levels of 

corruption, high 

compliance with 

center directives, 

ideological 

discipline, evidence 

of cohesion and 

unity under 

autocrat’s authority 

“Partial:” Evidence 

that the ruling party 

features high levels 

of corruption, and/or 

ideological 

incoherence, lack of 

cohesion and disunity 

in party leadership 

 

 

 

IV2. Strength of opposing elites 

 The strength of political opposition posed by elites is the second variable. Elites 

are the privileged political and economic individuals whose income depends in part on 

the access provided by their position or connection to government office.  This includes 

party and state officials at the provincial and local level governments, those who 

administer state-owned enterprises at both national and local levels, and the commercial 

entrepreneurs who depend on privileged access to state resources, permits, or other state 

policies. The principal elite groups in the cases studies can be found in Table 2.5. 

 

 
 

Table 2.5. Elite Groups for Case Studies  
China 1991 China 2004 China 2013 Taiwan 1973 USSR 1985 
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National 

level 

elites 

National 

SOEs, 

central 

ministry 

leaders 

National 

SOEs, central 

ministry 

leaders 

National SOEs, 

central ministry 

leaders 

National 

SOEs; central 

ministry 

leaders 

Politburo 

opponents; 

central ministry 

officials; 

national SOEs 

Regional 

elites 

Officials at 

sub-national 

level; 

commercial 

and SOE 

elites 

Officials at 

sub-national 

level; 

commercial 

and SOE 

elites 

Officials at sub-

national level; 

commercial and 

SOE elites 

Sub-national 

government 

officials; elites 

in private 

sector  

Government 

officials in 

republics, sub-

national 

governments; 

SOE officials 

 

 

 

The central leadership depends on elites to implement upgrading reforms that 

bolster economic performance. However, in some cases the elites have a strong incentive 

to resist the implementation of policies that threaten to restrict or eliminate their access to 

privileges and rent. Especially given the inefficiencies that tend to characterize 

economies with a large state presence, efforts to improve productivity may depend on the 

center’s ability to control opposition and compel compliance among elites. If the elites 

are powerful enough, the center’s policy initiative could incite overt resistance or 

rebellion. 

There are two aspects to measuring the strength of opposing elites. The first 

consists of the relative strength of elites. I did this by examining the control of resources 

held by the elites. Share of national resources suggests a potential level of rent, which 
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hints at the likely motivation of the elite to resist policies that cost them wealth and 

income. But the control of resources also indicates the potential scale of political conflict 

that the pursuit of policy implementation could generate. The greater the share of national 

resources controlled by elites, the more effectively they are likely to resist the center’s 

demands. I operationalized this to mean the share of national wealth and income 

controlled by the top 10% of income earners or holders of wealth. A “strong” elite control 

of resources consisted of cases in which the top 10% own more than 30% of national 

wealth and/ or greater than 30% of national income.  A “limited” value indicated that the 

same 10% of top income earners or holders of wealth controlled more than 30% of 

national wealth or income.  

The strength of an enriched elite could be made even more robust if they pooled 

their resources through collaboration, and if they combined the administrative powers of 

the government with the wealth from commercial activity. An elite network featuring 

extensive collusion and cooperation would be better positioned to obstruct the center’s 

rule and to control anyone who challenged their position in power. Moreover, the center 

may have far fewer options to control such elites if they work together. By contrast, elites 

who are differentiated into government, commercial, and other types of elites could be 

used against one another and easier for the center to control. I developed an indicator for 

“collusion” to measure this quality. I assigned a value of “limited” to indicate a low level 

of collusion and collaboration between government and non-government elites, a high 

level of differentiation between elite types, and a limited ability by officials to interfere 

and direct events in other domains at their level. By contrast, I assigned a “strong” value 
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for cases showed strong elite collaboration between government and non-government 

elites, a low level of differentiation between government, commercial and other elites, 

and a clear ability by elites to interfere and direct events in other domains at their level.   

A powerful, well-resourced elite linked together through vertical and horizontal 

networks could pose a serious challenge to the center’s authority. Paradoxically, 

however, in some cases the center may find such a powerful elite conducive to its 

purposes.  This may be the case even if the collusive nature of elite networks flagrantly 

disregards the laws promulgated by the central government itself. For example, an elite 

that successfully developed the industrial sector through the flexible use of existing rules 

and regulations facilitate the center’s goals of rapid national growth. To distinguish 

between an elite that operated in a manner consistent with the center’s needs and those 

that operated in an inconsistent manner required a comparison of how the elites generate 

income with the stated economic strategy by the state. To measure this quality, I 

developed an indicator I called “elite disposition” to the center’s policy initiative. I 

assigned a score of elite-center “congruence” if available evidence indicated that the 

central leadership tolerated the misbehavior of elites with only token efforts to control 

abuses. Statements on the economic and governance strategy upheld by the central 

government should in these cases largely accorded with the income-generating activities 

and governing style of the elites. By contrast, I assigned a score of elite-center 

“divergence” if available evidence indicated the central leadership regarded the income-

generating behavior and governance by the elites as problematic and accordingly enacted 

measures to curtail, change, or end the undesired behavior.  Statements by the central 
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leadership regarding the appropriate economic and governing strategy in these cases 

tended to contrast sharply with the actual governance practices by elites. These indicators 

are summed up in Table 2.6. 

 

 
Table 2.6. . Measurement Criteria for IV2 Strength of Opposing Elites 

Indicator Definition Data Positive measure Negative measure 

Elite share 

of national 

wealth 

Access to and control 

of resources permits 

elites to finance 

supporters, bribe, and 

carry out other 

activities against the 

center. It also provides 

a sense of the relative 

power of elites vs 

center and people. 

Share of national 

wealth owned by 

top 10% of the 

population. 

“Extensive:” above 

30% share of 

national wealth and/ 

or national income 

“Limited:” Below 

30% share of 

national wealth 

and/ or income 

Elite 

collusion 

This measures the 

strength of elite 

networks that can 

distort policy for 

purposes of illicit gain 

and protection of 

privileges. Strong 

collusion consists of 

interlocking elites 

across functional areas 

Evidence of elite 

differentiation 

between political, 

law, economic, 

intellectual elite. 

High levels of 

interlocking, 

collusion or 

collaboration to 

protect their 

“Extensive”: 

Evidence of 

extensive 

government-

commercial 

collusion and 

collaboration for 

purposes of self-

enrichment; little 

differentiation 

“Limited”: 

Evidence suggests 

limited 

government-

commercial 

collusion; clear 

differentiation 

between elite 

types; patron-

client relations 
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as well as strong 

vertical networks to 

shield subordinates 

from accountability and 

discipline by the center.  

interests, even at 

the expense of 

laws or center’s 

directives.  

between elite types; 

patron-client types 

undermine 

institutions, norms 

upheld by center 

operate affirm 

institutions; 

norms upheld by 

center 

Disposition 

of elites 

This measures the 

incentive of elites to 

resist the authority of 

the center.  

Evidence that the 

elites accrue 

wealth and 

maintain influence 

through methods 

that oppose the 

center’s 

governance 

strategy. Central 

government’s 

criticism or lack 

thereof indicate 

perceptions of 

congruence or 

divergence. 

“Divergent” Elites 

secure income, 

privileges primarily 

through actions 

inconsistent with the 

center’s agenda; 

strong criticism of 

elite behavior by 

center 

“Congruent:” 

Elites secure 

income, privileges 

through actions 

that do not oppose 

the center’s 

economic agenda; 

little criticism of 

elite behavior by 

center 

 

 

 

IV 3. Public cohesiveness 

The third variable evaluated the relative fragmentation or cohesiveness of the 

public. The public consists of those who do not belong to either the central leadership or 

the elites. Fragmentation refers to the underdevelopment or absence of social connections 
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between large portions of the public. These social connections may be primarily 

economic, political, or social in nature. The significance of the public’s cohesiveness as a 

body lies in its potential for political mobilization. The higher the level of economic, 

political, and social integration, the higher the potential for mobilization. By contrast, the 

deeper the social fragmentation, the more difficult it becomes for the center or others to 

mobilize the public. A fragmented society is more likely to reinforce the power of elites, 

since people will regard the authority of local strongmen as more relevant than that of the 

center and a fragmented people may become more beholden to local elites.  

Although a cohesive public could become a useful coalition partner for a central 

government, cohesiveness does not automatically entail alignment with the center. It is 

possible that a cohesive public maintains some degree of autonomy and might in some 

cases side be mobilized by elites against the center, especially if the public identifies and 

sympathizes with elites. Indeed, it is the risk that rival elites might mobilize the public 

against the center that has traditionally provided a strong incentive for autocrats to 

prevent the formation of autonomous, politically integrated entities such as independent 

labor, social, cultural, or political movements.  

 In economic terms, an economically “cohesive” public is one featuring a largely 

formally employed workforce, since a formally employed workforce is better positioned 

to strike bargains with business and the government and adhere to the results. This may 

be indicated by a high level of tax compliance and standardized, central supplied social 

welfare benefits strengthens cohesiveness as well.  Negative evidence included a large 

informal sector (more than 30% of non-rural employment). Similarly, a corporate sector 
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featuring primarily domestic industries bolstered cohesiveness, as domestic industries are 

more likely to comply with demands to provide social welfare benefits to the workforce 

and support the center’s efforts to carry out expensive upgrading policies such as 

education reform, industrial upgrading, etc. Moreover, domestic industries that have 

upstream and downstream linkages similarly were more likely to support of policies that 

promised to increase productivity and profits. By contrast, a large foreign corporate may 

weaken the corporate sector’s willingness to coordinate with domestic firms in favor of 

costly policies to provide benefits to workers and fund upgrades to the economy. A large 

number of domestic firms that mostly employ informal workers also increased the 

fragmentation of the corporate sector. I judged a cohesive market as one in which the 

domestic economy was largely unified and featured few internal artificial protections that 

distorted prices. By contrast, I judged a fragmented market as one segmented artificially 

to protect regional economies, resulting in distorted prices. I measured economic 

fragmentation categorically as “cohesive or fragmented.” I assigned a “cohesive” value if 

evidence suggested the workforce was mostly formal (informal sector less than 25% of 

nonrural workforce), the corporate sector consists primarily of domestic industries with 

clear linkages (foreign companies employ fewer than 30% of non-rural workforce), and 

the market fairly integrated. I assigned a “fragmented” value if the non-rural workforce 

featured a large informal sector (more than 25%), the corporate sector featured a large 

foreign presence (employs more than 30% of the non-rural workforce), and the market 

was segmented and fractured. 
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In political terms, I regarded a cohesive public as one in which the public has 

readily available venues to participate meaningfully in politics and affect policy 

outcomes. In a single party, authoritarian system, political integration, the people are 

unlikely to have an autonomous political organization, except in unusual cases, as the 

KMT-led Taiwan provided for local level government. Instead, the ruling party typically 

tried to achieve political cohesiveness by soliciting political involvement and support by 

the people through party-led mass mobilization, political campaigns, demonstrations, and 

other political acts designed to show popular support and attack opponents of the state. I 

measured political cohesiveness categorically as either “cohesive” or “fragmented.” I 

assigned a “cohesive” value if the public had a clear means of political participation to 

either select leaders or at least signal approval or disapproval of some officials and key 

policies. I regarded a relatively modest government spending on internal repression 

combined with a low level of anti-system behavior such as mass protest, riots, and 

violence as evidence of a fairly cohesive public politics. By contrast, I assigned a value of 

“fragmented” if there appeared to be little meaningful opportunity for the people to either 

select leaders or at least signal approval or disapproval of some officials and key policies. 

I also considered elevated levels of spending for internal repression combined with high 

levels of anti-system behavior as evidence of political fragmentation. 

Social cohesiveness measures the sense of solidarity and shared identity among 

citizens and the presence and severity of cleavages between social groups.  In a single-

party, authoritarian state featuring a high level of social cohesiveness, ethnic, religious, 

and other cleavages may be present, but these tend to be subsumed by a widely accepted 
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party-led collective identity.  By contrast, I defined a fragmented society as one featuring 

a low level of solidarity and clear cleavages along class, religious, ethnic and other 

identities. The party in the latter case may have tried to promote a collective identity, but 

in a fractured society these efforts had little resonance. I scored this indicator 

categorically as either cohesive or fragmented. I gave a “cohesive” value for cases 

featuring a relatively low level of social inequality (Gini coefficient lower than 0.40), 

cases in which the public generally adhered to the ruling party’s values and social identity 

above those of competing groups, and for situations in which social groups with 

competing values and identities had few followers and little autonomy. By contrast, I 

assigned a “fragmented” value if evidence indicated a high degree of inequality (Gini 

above 0.40), the ruling party failed to socialize the public to support its identity, and 

competing social groups gained sizeable followers and achieved a level of autonomy 

from the ruling party. Table 2.7 provides a summary of the measurement indicators for 

these dimensions of public cohesiveness. 

 

 

Table 2.7. Measurement Criteria for IV3 f Public Cohesiveness 

Indicator Definition Data Positive measure Negative measure 

Economic 

cohesiveness 

The extent of 

social 

connections 

among workers 

and companies 

IMF, other 

economic data 

on the size of the 

informal work 

sector, percent 

of foreign 

companies, 

“Cohesive” 

indicates a low 

informal work 

sector (below 

30%), modest 

foreign company 

presence 

“Fragmented” indicates a 

large informal work 

sector (above 30%), large 

foreign company presence 

(employs more than 40% 

of urban workforce), and 
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official media 

data on labor 

and domestic 

markets 

(employs less 

than 40% of 

urban workforce), 

and fairly open 

labor and 

domestic markets 

segmented labor and 

domestic markets 

Political 

cohesiveness 

The extent of 

social 

connections 

among citizens 

and government 

Evidence from 

media reporting, 

scholarship 

regarding 

political 

institutions 

“Cohesive” 

indicates ample 

opportunities for 

meaningful 

political activity, 

moderate level of 

internal security/ 

anti-system mass 

behavior 

“Fragmented” indicates 

few opportunities for 

meaningful political 

activity, and high level of 

spending on internal 

repression and/or anti-

system mass behavior 

Social 

cohesiveness 

The strength of 

social ties and 

identities among 

the public 

Evidence from 

media reporting, 

scholarship, 

surveys 

regarding 

identities, social 

ties, culture 

“Cohesive” 

indicates low 

social inequality 

(Gini below 

0.30), political 

party’s identity 

prevails, 

competing social 

groups weak and 

lack followers, 

autonomy 

“Fragmented” – indicates 

society divided by groups 

with competing loyalties, 

with high social 

inequality (Gini above 

0.40), party-led identity 

lacks support, and 

competing social groups 

have substantial 

followings and some 

autonomy 
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I judged a public featuring a high level of “cohesiveness” as one that scored 

“cohesive” in economic terms in at least one of the other two categories. A cohesive 

society has a high level of mobilization potential, which could be activated by the central 

leadership. Any combination featuring one category of cohesiveness or fewer I judged as 

“fragmented.” However, as with the other categories, the specific configuration for 

“fragmentation” carries strong implications for how the central leadership might try to 

strengthen the mobilization potential of the public. To remedy a fragmented workforce, 

for example, the central leadership could aim to extend social welfare benefits and reduce 

the informal sector. To reduce political fragmentation, the center might seek to introduce 

new methods of political participation.  To improve social and cultural cohesion, the 

center may enact policies to reduce inequality and redefine its ideology and identity in a 

more relevant way or perhaps coopt a rival social group with a more compelling value set 

and identity. 

How to change the values of the variables 

 All autocrats face the need at some point to consider upgrading the economy, 

which means that in most cases they will face the challenge of building a favorable 

political situation that resembles the “enabling configuration,” even if they don’t use that 

term. They thus have a strong incentive to find ways to change the values of the 

independent variables.  There are three main ways that the value of the variables may 

change. Each method differs in both the degree of change to the independent variables 

posed and the susceptibility to control by central leaders. In general, the method that has 
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the highest potential for changing the value of a variable is also the least amenable to 

central leader control. The reverse is also true. The factors that are easiest for central 

leaders to manipulate also tend to have the smallest impact (Table 2.8).   

 

 

Table 2.8. Three Principal Ways to Change the Value of Variables 

Type  Potential to determine IV values Amenability to control by central 

leadership 

Structural factors High Low 

Recent developments High Low 

Political strategies Modest High 

 

 

The first way the value of each variable may be determined consists of structural 

factors. These consist of structural drivers and constraints that appeared prior to the 

current autocratic leader ascending to power. Many are tied to long-term features such as 

the demographic make-up (e.g., large number of diverse, autonomous sub-groups), the 

general level of economic development (primarily agricultural vs industrial), and 

geography (landlocked vs coastal). These features can exert a profound effect on the 

value of the variables. They are also extremely difficult to change. A land-locked country 

with high levels of income inequality and a pluralistic population of competing ethnic 

and religious group defined by clientelist ties will likely feature a highly fragmented 

society.   

The second way the value of the variables can change is called “recent 

developments.” These are events that appear in recent history or during the tenure of the 
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autocrat and suddenly and sometimes dramatically change the value of one or more 

variables. The recent development can be domestic or international.  Some of the most 

important recent developments are economic in nature. An economic crisis, for example, 

commonly occurs in countries experiencing serious economic slowdown. Economic 

success from previous upgrading efforts is another example. These are not controlled by 

the central leadership, yet they can powerfully affect the variables in different ways. A 

severe crisis, such as one of hyperinflation, could turn a strong but compliant elite into a 

powerful opponent. Elites might also exploit the economic crisis to grab a larger of the 

nation’s wealth. A major crisis could even erode the leadership’s control of the security 

forces if the military loses confidence in the leadership. Prosperity can also change the 

value of the IVs. Rapid growth could empower elites and lead to popular fragmentation. 

Political developments could affect the value of the variable as well. A bloody attack by a 

minority group associated with the central leadership against a populace generally of a 

different ethnic or religious identity might galvanize the public and strengthen a sense of 

cohesiveness. Wars could also dramatically affect the value of one or more variables. 

Skocpol and others have well documented how the financial demands of war 

participation could drive central leaders to extract more resources from elites and the 

public, potentially exacerbating domestic political conflict and possibly either 

strengthening central control of the military or weaken it, depending on the situation. 

Wars can also result in the destruction of powerful elites, as happened in Japan during 

World War II,  or facilitate high levels of social and political mobilization that enable the 
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central leadership to more easily carry out difficult policies, as the U.S. did in World War 

II.  

Interstate war provides the most dramatic example of an international-derived 

recent development, but there other less violent international developments that could 

affect the value of the variables.  Pressure from an ally to weaken elites or deepen the 

integration of the public can be hugely influential. The U.S. government applied such 

pressure on Taiwan after the Chinese Civil War to weaken the increase the economic 

integration of the public, which helped set the stage for healthy growth in the 1950s and 

1960s. A country’s integration into the global economy, may also have a profound effect. 

In the case of China in the 1990s and 2000s, deeper involvement in the global economy 

brought enormous riches, but also furthered the fragmentation of the domestic market and 

strengthened the position of subnational elites, who reaped enormous riches as critical 

enablers of the export industries. Regardless of whether it occurred in the recent past or 

present, of if the development is domestic or international, the unifying feature of these 

developments is that they are not easy for the central leadership to control. In fact, often, 

the events can derail or undermine the intent of the central leaders. In other cases, 

however, a shrewd leadership can exploit the effects of recent developments to further his 

agenda. Compared to structural factors, recent developments have a less decisive impact 

on the value of the independent variables but are also slightly more amenable to 

manipulation by central leaders. 

The third way the values can change consists of political strategies. These are 

actions taken by the top leadership to change the relative power of central leadership, 
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elites, or improve the mobilization potential of the people. The advantage of political 

strategies is that these are tools that the central leadership can deploy to change the values 

in a favorable way. The disadvantage is that in general the effect tends to be modest, 

owing to the inherent constraints posed by each strategy. The constraints stem from the 

fact that each of the political strategies carries risks of political destabilization and violent 

conflict. There are many possible strategies of varying potential effectiveness. Some can 

significantly drive the value of a variable in one direction, but at great risk. Others may 

have lower risk, but also far less impact. I review a few sample strategies below. 

To bolster the strength of the central leadership, for example, leaders could carry 

out strategies of political centralization. The central leader can amass power in the hands 

of his allies or his own person. He may purge rivals and remove leaders deemed 

insufficiently loyal. He may direct measures to bolster his personal control of security 

forces. The leader could assign loyalists control of the propaganda apparatus and direct a 

cult of personality campaign. The main risk of this strategy, however, is that it could 

appear to many elites as highly threatening. The elites may in turn be motivated to take 

preventive measures to preserve their lives and position, perhaps through coups or 

incitation to defiance of the central leader. The public may also regard the changes as 

illegitimate or excessive. This may reduce the willingness of the public to support the 

central leadership’s efforts to mobilize the public behind its policy agenda.  

Another strategy involves the coercion of elites. This might entail both legal and 

extra-legal measures to remove, detain, or kill rivals or powerful elites. Naturally the 

elites are likely to regard such measures as highly threatening and might be willing to risk 
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violence to fend off the central leadership. Risks include potential coups, civil war, or 

assassination. To minimize the risk of political opposition and violence, the central 

leadership should control the security forces and ideological apparatus to depict such 

purges in a popular light that reinforces the center’s legitimacy. 

 Another possible strategy could be political liberalization. This involves 

loosening government control, usually by permitting greater media and individual 

political liberties, reducing repression, and encouraging the public to form social and 

civic groups to advocate for their own interests. In a society featuring elites too weak to 

exploit such a situation and a public that is highly cohesive, the strategy can result in a 

public with a high potential for mobilization, making for an attractive ally to the center 

for economic upgrading policies. However, in situations featuring a powerful elite and 

fragmented public, liberalization could in lead to the strengthening of subnational elites, 

who can carry out the counter-mobilization of their clientelist networks in defense of 

their own interests and in opposition to the center’s upgrading agenda, a common 

phenomenon in poor democracies.  

Another strategy might be for central leaders to transform the elites into allies 

through administrative measures such as training, education, and personnel promotion 

and management practices. They might also try personnel shuffling, the appointment of 

loyalists, and other measures aimed at displacing the most die-hard opponents and 

coopting the rest of the elites. The advantage of this strategy is that the central leadership 

does not involve the public, and thus a high degree of public fragmentation does not pose 

an obstacle. Another advantage is that this method minimizes the risks of political 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

112 

 

violence because it is far less threatening to elites. However, the disadvantage is that 

administrative measures depends the center’s reliance on elites and actually strengthens 

the position of elites vis a vis the center. Elites can exploit this advantage to undermine 

implementation of policies that threaten their interests. This also carries a systemic risk to 

the center. The center’s stated ambitions may raise public expectations that this elite non-

compliance completely undercuts, resulting in a serious and growing gap between the 

center’s stated policy goals and the reality of anemic implementation. This gap in 

credibility could erode the legitimacy of the regime, possibly with fatal results if less 

unresolved. In short, a political strategy that focuses exclusively on converting elites and 

that ignores the public offers poor prospects for successful policy implementation. 

One more political strategy concerns that of mass mobilization. Here, the central 

leader directs efforts to involve the public in applying pressure on cadres and elites in 

support of the center’s policy agenda. This may involve “struggle session” led by 

grassroots cadres and party officials, demonstrations, rallies, and other political activities. 

The advantage is that involvement in the public can add significant pressure on elites to 

comply with the center’s directives. The principal risk, however, is that a politicized 

public can easily spin out of control. Demands could escalate or even be turned against 

the central government, especially if elites are powerful enough to capture some of the 

party bureaucracy such as the security forces and ideological apparatus, of if the public 

feels greater solidarity with elites than it does with the center. 

Central leaders can employ more than one strategy at once, of course. In fact, 

political strategies to shape an enabling configuration are more likely to be effective 
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when combined than if employed singly. Employing multiple strategies raises the 

possibility of changing the value of one or more variables simultaneously. In most 

situations, central leaders face unfavorable values for several variables, and thus 

combinations of strategies may be required to set the political conditions for successful 

policy implementation. 

The selection of the strategy may be affected by contextual factors, such as the 

state of the external security environment or the state of the ruling political party. 

Situations featuring high levels of threat or political crisis provide the central leadership 

strong incentives and opportunities to carry out coercive strategies that may be more 

difficult to carry out in periods of peace and stability. And a ruling party that has a high 

level of cohesion, ideological discipline, and commitment to a set of policies that sustain 

its legitimacy may be disinclined to support a set of policies that appear to counter the 

party’s agenda and identity.  

Finally, political strategies to change the value of the variables may be affected by 

pressures unrelated to the pursuit of large-scale economic change. External pressures may 

drive leaders to pursue strategies that undermine prospects for successful policy change, 

but that nevertheless appear necessary for reasons of political survival. For example, a 

protracted economic crisis may drive leaders to depend even more on elites to maintain 

near term growth and social stability, at the cost of worsening long-term prospects.  

The role of ideology and the autocrat’s personality 

The theory of the enabling configuration argues that the structure of the 

independent variables plays a crucial role in determining the prospects for successful 
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policy implementation and the risks of political conflict. However, the value of these 

variables do not determine the result. The role of ideology and identities also plays an 

important mediating role, especially given the nature of the regimes that are the focus of 

the study.  The political strategies and tactics available to the central leadership are 

strongly shaped by its own ideology and questions of identity among the various groups. 

Highly ideological regimes may be better positioned to carry out a mass mobilization, as 

Mao Zedong did, but the same ideological commitments almost certainly doomed the 

mobilization to disastrous results. In pro-market, reformist regimes, the weakening of 

ideological commitment can avoid disastrous economic policies, but also lead to over 

time to a diminishing of the economy’s prospects, owing the center’s dependence on 

elites and widespread public fragmentation. How the center defines its ideology also 

informs the priority it may place on placating versus attacking elites or in courting 

popular opinion. It’s also possible in some cases that elites may advance their own 

ideology and identity, or ones may emerge among the public that prove to have more 

salience and appeal to the public than officially sanctioned ones. These developments can 

profoundly shape the interactions between the three groups and should be accounted for 

in the analysis. 

The individual personality of the authoritarian ruler matters a great deal as well. 

In some cases, the personality of the top leader may be a driver of the center’s political 

strategies. Even if he possessed sufficient clout, a cautious leader averse to violence or 

conflict may prefer administrative style strategies aimed at persuading recalcitrant elites 

to carry out policies that undercut their own status and wealth. A more confident and 
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shrewder leader in the same position, by contrast, might adopt more violent and coercive 

measures. 

Theory falsification  

The theory I proposed states that the enabling configuration is a “necessary” 

condition for successful policy implementation, and that this should be achieved by the 

mid-way point of a sample five or six year period of policy implementation. This theory 

could be falsified in several ways. First, successful implementation of a major, multi-

sector featuring any combination other than the enabling configuration would disprove 

the theory. Such an outcome would show that the enabling configuration is not necessary 

for successful policy implementation. However, policy implementation failure despite 

successful realization of the enabling configuration does not necessarily disprove the 

theory. Successful policy implementation requires a favorable political situation 

resembling the “enabling configuration.” However, as noted previously, the enabling 

configuration is not sufficient for successful policy implementation. There are other 

factors that affect the prospects for both successful policy implementation and the 

realization of anticipated gains in productivity and other economic measures. 

Failure to achieve the enabling configuration dooms policy implementation 

carries two negative consequences for the center’s policy implementation effort. The first 

is that prospects for successful policy implementation will diminish, resulting in failure.  

The second is that political conflict and instability will doom the policy effort.  In the 

worst cases, the autocrat may experience both.  Any combination of the IVs other than 

the enabling configuration carries one or both of these risks. This point can be illustrated 
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by analyzing in closer detail what these variations might entail and what I predict they 

might mean for efforts to implement a major economic upgrading policy initiative. 

The first IV is “central leadership” for which there are two possible values, 

“strong” or “weak.” Let us consider possibilities in which this value is “weak.” In the 

event of a weak central leadership, strong elite opposition, and cohesive public, the 

weakness of the center suggests it will be poorly positioned to overcome the elite 

opposition. A cohesive public suggests a good potential for political mobilization against 

the elites. However, the weakness of the center may make it difficult to realize this 

potential, since the strength of the elite opposition means they may be better positioned to 

exploit the mobilization potential of the public. The result is likely to be failed policy 

implementation. An example of this configuration can be seen in the Soviet Union case.  

The combination of a weak central leadership, weak elite opposition and a 

cohesive public is relatively unusual for a single-party, authoritarian state, although the 

case of China 1991 begins with this configuration. This suggests a situation of political 

chaos or transition. If this combination persists through the halfway point of the 

implementation period, prospects for successful policy implementation would dim, as the 

government would be poorly positioned to carry out long-term plans due to the more 

pressing imperative of restoring party control. If the regime had decayed enough, this 

combination could suggest an elevated potential for regime transformation from below, 

including potentially democratic change. An example might be Iraq in the 2000s, when 

war with the United States weakened the Baathist Party-led central leadership and the 

country’s elites. This chaotic situation, spurred by the U.S. invasion, permitted social and 
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religious groups, with U.S. assistance, to overthrow the regime.  As this example 

suggests, the weakness of the center and chaos of the situation impair efforts to 

implement long term economic upgrading plans. The combination of a weak center, weak 

elite opposition and fragmented society suggests an even more chaotic society, perhaps 

one headed towards disintegration. The unraveling of the communist People’s 

Democratic Party of Afghanistan led-Democratic Republic of Afghanistan in the 1980s – 

which featured coup attempts, fighting among competing ethnic groups, and foreign 

interventions, could be an example of such a dismal situation.  A combination featuring 

weak central leadership, strong elite opposition and a fragmented public would suggest 

dim prospects for successful policy implementation due to the ability of elites to defy the 

center with little cost. The case of China under Hu Jintao analyzed in this study illustrates 

the political risks and difficulties that such a situation poses. 

There are also possible variations featuring a “strong” leadership beyond that of 

the enabling configuration, but each of these entails risks of either policy failure or 

destabilizing conflict. If the strong leadership faces strong elite opposition and a cohesive 

public, there is a high political risk that both the central leadership and elites will strive to 

mobilize the public against the other. The result could be severe political conflict or civil 

war. The conflict would make it difficult for the government to carry out long-term 

economic restructuring plans. Examples in China’s history include the chaotic Cultural 

Revolution era, in which Mao mobilized the public against his political enemies, who 

remained strong enough to withstand the assault and eventually prevailed. The conflict 

proved catastrophic.  Another combination could be strong central leadership, strong elite 
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opposition, and a fragmented public. In this case, the center would be unable by itself to 

overcome elite resistance. However, the fragmented state of the public would leave the 

center little hope of mobilizing public support. The result is likely to be stalemate 

between the center and elite opposition and failed policy implementation. The case of 

China under Xi Jinping analyzed in this study provides an example of such a situation. 

Another possibility could be strong central leadership, weak elite opposition, and a 

fragmented public. This combination favors successful implementation of at least some 

policies. The main drawback is that the fragmented state of the public would probably 

result in a weak demand signal for the upgrading policies. As a result, elite opposition 

need not be very strong to frustrate many of the policies. The outcome could be uneven 

implementation of relevant policies. If the fragmentation is mostly economic or features 

high levels of social inequality, the public might support populist leaders who advocate 

economically unsustainable redistributionist policies.  Studies on the political inclinations 

of informal sectors suggest that economic informality may “weaken ideological 

attachments” and that informal workers “trust less in political parties” - a particularly 

problematic possibility for societies dominated by a ruling ideological party. 114   

 

 

Table 2.9. Possible Starting IV Values and Predicted Outcomes 

IV 1 Central 

leadership 

IV 2 Elite 

opposition 

IV 3 Public 

cohesiveness 

DV Policy 

implementation  

Analysis and example 

Strong Strong Cohesive Failure Risk of civil war as center, elites 

mobilize support 
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Strong Weak Cohesive Success Enabling configuration (Taiwan 

case study 1974) 

Strong Strong Fragmented Failure Stalemate in struggle between 

center, elites (China case study 

under Xi Jinping 2013) 

Strong Weak Fragmented Failure Weak demand signal, low ability of 

public to help with policy 

coordination 

Weak Strong Cohesive  Failure Center’s weakness raises risk that 

political mobilization of public 

could spiral out of control (Soviet 

Union case study 1985) 

Weak Weak Cohesive Failure Society in transition, severe regime 

decay impairs basic state function 

(Baathist Party led-Iraq 2003) 

Weak Strong Fragmented Failure High risk of political conflict if 

center tries to confront elites (China 

case study under Hu Jintao 2004) 

Weak Weak Fragmented Failure Disintegrating state (Democratic 

Republic of Afghanistan 1989) 

 

 

 

In short, there are many possible variations beyond the “enabling configuration.” 

But the common theme that would underscore all the possible variations is that they offer 

unfavorable prospects for successful policy implementation. Only the enabling 

configuration offers the favorable political conditions for successful economic upgrade. 
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The enabling configuration is a necessary, but not sufficient, political requirement 

for successful policy implementation. It provides a favorable political environment that 

can enable the myriad coordination, collaboration, and cooperation involving the central 

government, subordinate bureaucracies, economic actors, and others necessary to ensure 

successful economic upgrade.  But successful policy implementation also requires other 

factors, such a well thought out policies and competent officials.  

Alternative explanations 

The theory of the enabling configuration provides one explanation for the 

variation observed in the dependent variable outlined in Chapter One, but it is not the 

only one. Some alternative explanations could be compatible with the theory of the 

enabling configuration, such as that of the developmental state or that of “authoritarian 

capitalism.” Other explanations highlight important factors or potential confounding 

variables that would challenge the theory put forward in this study. While testing of 

competing hypotheses lies beyond the scope of this study, they should be borne in mind 

as plausible alternatives. 

Among theories of state-led development, among the better documented are those 

of the “developmental state.”  Chalmers Johnson proposed the theory of the 

“developmental state” to explain the unusual success of the East Asian industrializing 

states under authoritarian rule. This theory esteemed highly the ability of the state to 

shepherd private industry towards economic success. Johnson regarded as critical to the 

success of this model the existence of a talented elite state bureaucracy, sufficient 

autonomy for the economic bureaucracy, the perfection of “market conforming” methods 
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of intervention in the economy, and the existence of special agencies like Japan’s MITI. 

The theory has subsequently been adapted to explain the success of other Asian “tigers” 

such as South Korea, Taiwan, Singapore, and Hong Kong, all of which adhered to 

“market-conforming” methods of state intervention in the economy.115 Peter Evans 

refined the idea of a developmental state by introducing the idea of “embedded 

autonomy.” Citing the example of Japan’s fellow “Asian tiger” South Korea, Evans 

argued that South Korea’s success owed in part to the state’s ability to “embed” itself in a 

“concrete set of social ties that bind the state intimately to society and to particular social 

groups, providing channels for the continual joint adjustment and transformation of goals 

and policies.”116 As described by these experts, the developmental state would operate 

most effectively in conditions resembling that of the enabling configuration. The theory 

of the enabling configuration could help explain why the same developmental state 

arrangements may work less effectively at some periods of time but not others. For 

example, economic policies that generate powerful elites and popular fragmentation as a 

consequence of intensive growth, as happened to Japan in the 1980s, could result in 

suboptimal political conditions that impairs efforts by central leaders to carry out 

contentious upgrading reforms. 

China’s rapid rise has fueled a growing literature on the idea of “authoritarian 

capitalism.” According to this school of thought, authoritarian governments may have 
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developed adequate private property protections and other institutions to enable growth 

without adopting liberalizing reforms.117 A related school has argued China’s rapid 

growth owes to a unique blend of autocracy and capitalism, which some scholars have 

described as a “China model” or “Beijing consensus.” This is generally understood as a 

mode of state capitalism featuring an absence of individual liberties, export-led growth, 

strong leading role of a ruling political party, and a focus on gradual development rather 

than neo-liberal “shock therapy” methods.118 This mode of explanation could be 

compatible with the enabling configuration, since these features would be easier to obtain 

under such political conditions. 

The “advocacy coalition framework” emphasizes the mobilization of a broad 

coalition of groups who share similar values to pressure recalcitrant interest groups. This 

theory differs from that of the enabling configuration in its emphasis on the importance of 

building coalitions around a set of shared values and ideals.119 The “punctuated 

equilibrium theory” of policy change proposes as a key mechanism of change the 

“conflict expansion” of an issue in which central leaders involve the public and other 

outside interested parties to help break the resistance of a bureaucracy to policy 

change.120 This logic presumes a situation approximating that of the enabling 
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configuration and provides a more detailed logic for how these might interact to yield 

favorable outcomes.  

Other competing explanations would require further testing. This study’s 

approach does not necessarily invalidate the argument advanced by liberal modernization 

theorists, for example. The absence of examples of high income, single-party 

authoritarian states outside the example of the city-state of Singapore might be due to the 

reasons put forward by Acemoglu, Robinson, and others about the inability of autocratic 

states to establish the inclusive foundations for growth, although the enabling 

configuration theory offers a competing explanation centered on the role of politics. 

Indeed, the theory of the enabling configuration could provide insight into why mature 

liberal democracies have struggled in recent years to carry out intensive growth policies, 

a possibility I explore in more detail in the conclusion.  

The theory of the enabling configuration also does not rule out important 

arguments about how the nature of globalized production might impede the ability of 

countries to implement intensive growth policies. The relative difficulty of achieving 

intensive versus extensive growth for all countries, including both democracies and 

autocracies, should be borne in mind as well. Evaluating these competing theories lies 

beyond the scope of this study but follow-on research could perhaps illuminate the 

relationship between these factors and competing explanations. 

Limitations 

 The study design faces some limitations, primarily in the form of a limited 

availability of case studies and data. Since the study focuses on single-party, authoritarian 
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states, there is a small number of historical cases to choose from. Of this set, only a very 

few have successfully attempted to improve economic performance beyond basic 

modernization. This limits the availability of cases that I have to choose from, which is 

why I opted to include Taiwan, even though the case dates to the 1970s and includes 

some degree of basic modernization. 

 The closed nature of these political systems poses some challenges for collecting 

data, especially on sensitive topics such as elite networks, and the potential fragmentation 

of the public. Economic data can be challenging to secure as well, as these governments 

have a strong incentive to hide unfavorable news and distort actual data. I try to mitigate 

these limitations by using data by trusted authoritative sources such as the IMF and 

World Bank. In some cases, as in the Soviet case, I may have to use sources such as 

declassified CIA estimates, whose reliability is difficult to assess. But I shall try to 

combine analysis of data provided by the regime in question with more objective sources. 

This chapter has provided an overview of the theory of the “enabling 

configuration” and has sought to explain what this entails and why it is a necessary 

condition for autocrats seeking to upgrade the performance of their economies. The 

subsequent chapter operationalize this theory by specifying in more detail the indicators 

and measurement criteria for the independent and dependent variables. The following 

case studies and comparative analysis illustrate how the enabling configuration proved 

necessary for successful policy implementation, and how its absence contributed to the 

failure of major policy implementation efforts. The next few chapters also explore how  
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the value of these independent variables affected incentives for contrasting political 

strategies and the attendant risks of political violence. 
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CHAPTER 3: CHINA, 1991-1997: DENG ACHIEVES ECONOMIC SUCCESS 

AND LEAVES LONG-TERM PROBLEMS 

This chapter examines the political interactions accompanying China’s effort to 

improve the country’s economic performance during the years 1991-1997. Confronting 

intense political resistance from rival central leaders who preferred a more cautious 

economic policy in the aftermath of the Tiananmen Square incident, Deng proposed a 

bold policy initiative aimed at energizing economic growth through an expansion of the 

role of the market, liberalization of prices, and reduction of the state sector. Although his 

political opponents initially stifled his efforts, Deng eventually overcame the opposition 

and implemented the policies. He succeeded, however, only after he outmaneuvered his 

foes in the central leadership, consolidated his grip on the military and party, and 

exploited widespread latent support among sub-national elites and the public. Although 

prospects appeared uncertain in 1991, his efforts paid off by 1993, when the central 

leadership under Deng had achieved favorable political conditions resembling the 

“enabling configuration.” This political success facilitated the implementation of the pro-

market reforms over the ensuring years. 

However, despite the triumph, Deng’s success came with steep political costs. 

The favorable political conditions that Deng achieved by 1993 began to disintegrate 

almost as soon as the country began to reap the economic gains that they facilitated. By 

1997, Deng’s policies dramatically improved the country’s economic performance, but it 

also directly contributed to the long-term weakening of central power, strengthening of 

elites, and fragmentation of the public. These features would pose an irritating, but 
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manageable problem to governance so long as Beijing adhered to Deng’s growth policies. 

However, when the country had exhausted the economic potential of that agenda, central 

leaders would labor to overcome the disadvantage of their situation when they pursued 

new growth policies. Ironically, one of the most lasting legacies of the economic miracle 

from the late 1990s would be a toxic political landscape that severely constrained 

subsequent efforts to significantly improve the country’s economic prospects. 

The chapter is organized in the following manner. After first providing some 

context and background information, I briefly examine the proposed major, multi-sector 

policy initiative proposed by Chinese leader Deng Xiaoping. I then provide a starting 

assessment of the three independent variables (IV) as of late 1991 and contrast these with 

the values of the “enabling configuration.” China’s leaders were best positioned to 

achieve their economic goals once they realized a political situation analogous to the 

enabling configuration by the mid-point of the implementation period, which was1993. I 

analyze intervening developments and political strategies adopted by the central 

leadership that affected the value of the IVs. I provide a second assessment of the value 

of the IVs as a result of the developments as of 1993. After discussing reasonable 

expectations of how Chinese leaders might manage the values of the IVs, I then consider 

developments that affected the value of the IVs for the subsequent 3 year period. After 

recounting the key developments, I provide a third and final assessment of the IVs. The 

final assessment also considers the government’s relative success or failure in 

implementing the policies that enabled better economic performance. I also discuss the 
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political strategies used by the central leaders to realize their goals as part of the 

concluding summary. 

Background 

In 1991, China’s leadership remained deeply divided as it grappled with the 

fallout of an array of political and economic setbacks. Politically, the country was still 

reeling from the bloody Tiananmen Square massacre in 1989, in which PLA troops 

bloodily crushed peaceful student-led protests in Beijing and other cities. The domestic 

and international furor led supreme leader Deng Xiaoping to resign key leadership posts 

and also resulted in the downfall of his protégé Zhao Ziyang, a leading advocate of 

liberalizing reforms. Moreover, the CCP was shaken by the collapse of communist rule in 

East Europe and the disintegration of the Soviet Union’s ruling Communist Party itself. 

Economically, the economic gains unleashed by the de-collectivization and 

market-friendly reforms since 1979 had begun to ebb.  The state-owned enterprise (SOE) 

sector proved an enormous burden, with losses accumulating rapidly and non-performing 

loans accounting for 20% outstanding loans.121 But pressure to curtail costs encountered 

resistance from officials worried about the potentially massive losses in jobs and income 

among the urban populations.122  Another problem centered on the state’s two tiered 

pricing system, which permitted officials to exploit their access to profit through 

arbitrage, spurring a public outcry over the surging corruption.  In 1988, senior leaders 
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agreed on the need to transition to a market-based pricing system. However, authorities 

rescinded pricing reforms soon after news spread of a looming relaxation of price 

controls led to a surge in inflation.123  

 Top leaders disagreed on the way forward.  Deng Xiaoping remained the 

undisputed top leader, but the ailing 87 year old’s influence had suffered a blow from 

Tiananmen Square.  When he fell sick in 1991, hardliners launched a political attack on 

“bourgeois liberalism” and “peaceful evolution” that criticized pro-reform politicians 

allied with Deng Xiaoping.  In late 1991, it appeared hardliners had gained the upper 

hand. They rebuffed Deng’s efforts to advance a robust market-friendly reform agenda 

into the 8th Five Year Plan, prescribed tighter political control and pursued a more 

cautious economic agenda.124 Starting in late 1989, Beijing maintained cautious 

economic growth targets of 5 and 6 percent annually, a sharp reduction from the rapid 

growth rate of 11.2% that China experienced as late as 1988. They also opted to sharply 

limit the growth of the country's money supply and prioritized balancing the national 

budget.125  Observers at the time anticipated a slowdown in the pace of pro-market policy 

changes, owing to the mounting resistance among central leaders.126 
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Deng Xiaoping rejected this prescription as too cautious. He argued that the 

party’s best hopes of avoiding the fate of the Soviet Union lay in accelerating economic 

growth and thereby deliver concrete improvements in the standard of living for Chinese 

citizens. Accordingly, he urged a program of accelerated reform aimed at supercharging 

the economy. At the top of his list, he sought to further scale back price controls and 

allow the market to set prices for many goods.  He also recommended reducing the 

burden imposed by the state sector by privatizing large numbers of the SOEs.  If 

implemented, these reforms could be expected to significantly improve the economy’s 

performance. A World Bank memo published in 1992 regarded as “extremely bright” 

China’s prospects if pro-market reforms were adopted. The report noted that the export 

sector had become the “strongest area of performance” and recommended measures to 

encourage its growth. At the same time, it urged authorities to rein in state credit, 

downsize the SOEs, and reform the fiscal and financial sector to control deficits.127 

Deng’s allies promoted similar policies in the lead up to the 7th plenum in 1991, but were 

defeated by conservatives who favored a more cautious path. 

Developments related to central leaders 

The debate over the way forward took place within the context of a country 

experiencing signs of internal disintegration. The problem of a weak central government 

owed to developments in the 1980s, when Beijing directed extensive decentralization of 

economic policy and governance responsibilities to enable faster growth. 128 Although the 
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central government maintained political control primarily through its management of 

personnel appointments, governments at the provincial level and below bore primary 

responsibility for coordinating relevant policies, providing public services, and making 

and enforcing laws within their jurisdictions.129  By 1991, Chinas authoritarian regime 

had become one of the most fiscally decentralized countries in the world. Subnational 

governments accounted for about 70% of the government’s budget, which exceeded that 

of large federal governments including those of the United States (46%) and Russia 

(38%).130   

While encouraging flexible decision-making to realize rapid economic growth, 

central authorities in the early 1990s betrayed anxiety about the increasing autonomy of 

the provinces. Symptomatic of the problem was the fact that wealthier provinces defied 

Beijing’s demands to transfer resources to poorer provinces. For example, in planning 

meetings to an upcoming 7th Plenum meeting in 1990, local authorities from wealthy 

provinces refused to accept Beijing's dictates regarding revenue sharing with poorer 

provinces. In the face of such intransigence, the central government agreed to modify 

their demands. According to Richard Baum, this “retreat by Beijing in the face of 

provincial resistance was almost with out precedent.”131 Not surprisingly, inter-provincial 

inequality began to grow around 1990, when coastal provinces experienced faster growth 
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than inland areas.132 And despite Beijing’s desire to reduce regional inequalities, richer 

provinces transferred a far smaller part of their income to poorer regions than had been 

the case in previous years. In 1993, for example, Shanghai handed over 8.5 percent of its 

GDP and other rich provinces turned over even less. Guangdong transferred only 0.4 

percent of its GDP and the poor inland provinces received very little in remittances.  

Beijing’s acceptance of the trend marked a sharp contrast with earlier periods, when it 

compelled richer provinces to transfer over a far larger share of their income. For 

example, over the period 1978-1980, Shanghai turned over half of its provincial GDP 

while the poor provinces received subsidies as large as 20-25 percent of their GDP.133  

The central government also encountered resistance to its directives regarding 

subnational market protections. The domestic market had grown fragmented through the 

1980s as local officials erected regulatory barriers to protect local markets and revenue 

sources. Protectionist measures included methods such as roadblocks, the seizure of 

cargo, locally initiated taxes, commercial surcharges, and licensing fees. By 1989, 

observers had concluded that Beijing had lost much of its regulatory authority over the 

country.134   To curb these centrifugal tendencies, the Central Committee enacted a series 

of regulations aimed at tightening control of personnel appointments, such as one in 1990 
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that required local officials to transfer to a new position if they remained in one position 

for ten years.135 However, such measures had little impact on the overall structural trends. 

Not only did the central government face resistance to its authority from 

subnational governments, the CCP central leadership experienced serious problems with 

internal discipline and cohesion as well. Fragmentation occurred through rival factions 

and through a general breakdown in discipline.  The CCP in the 1980s and 1990s featured 

competing networks of fairly well-defined factions who contended for supremacy. 

Although Deng based much of his power in central organizations in Beijing, he 

maintained a strong patronage network throughout the country. For example, Deng’s 

experiments with the household responsibility system began in provinces where he had 

the strongest supporters, including Guangdong, Guangxi, Guizhou, and Henan.  And as 

Deng’s supporters replaced conservative local leaders with their own men through the 

1980s, Deng promoted provincial supporters such as Zhao Ziyang and Wan Li to Beijing, 

from where they could direct nation-wide policies.136  However, Deng faced competition 

from powerful rival factions led by party elders. A principal source of opposition 

stemmed from the heart of the central leadership. Chen Yun, widely regarded as the 

second most powerful leader in China after Deng Xiaoping, served at that time as the 

chair of the Central Advisory Commission, the most powerful decision-making body in 

the CCP at that time. Although a key architect of the reform and opening up policies 
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initiated in 1978, Chen grew progressively disenchanted with the pro-market reforms 

through the 1980s.  In addition to political differences with the pro-market reforms, Chen 

harbored personal animosity towards Deng.  Chen especially resented Deng’s tendency to 

make decisions unilaterally and disregard consultations with his senior colleagues.137   

These factional divisions fractured the party leadership’s ability to arrive at 

consensus on major policy decisions, including personnel and national development 

plans, as shown in the deadlocked 7th Plenum, the diluted and bland 8th Five Year Plan, 

and the frequent deferral of major personnel and other decisions beginning in late 1989. 

When the Eighth Plenum finally met at the end of November of 1991, the party 

leadership remained gridlocked. The most important decisions had to be put off until the 

Fourteenth Party Congress scheduled for the following year.138   

The divisions also reduced the coherence of ideology and propaganda. For 

example, conservative hardliners controlled many of the party’s news outlets. However, 

their control was incomplete. According to press reports, conservative propagandists 

failed to suppress several pro-reform commentaries published by Deng’s allies. These 

same reports indicated that Deng’s ally, Li Ruihuan, had taken the lead in overturning the 

efforts to censor such views. Li would continue to frustrate the hardliner’s efforts to 

dominate the party’s propaganda outlets. 139 
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In addition to formal challenges to his authority from rival factions, the CCP 

faced more general problems of rampant corruption and indiscipline. Polls indicated 

public anger over corruption and “economic crime” were among the leading causes of the 

Tiananmen Square protests. To conciliate an infuriated public, the central leadership 

launched an anti-corruption drive in 1990 that lasted several years. By 1992, the CCP had 

expelled 156,000 party members and disciplined over 750,000 members.140 

Control of the country’s security forces appeared in dispute as well. Deng 

Xiaoping reportedly maintained a formidable power base within the military.141   

However, Deng lacked formal control of the PLA and internal security forces, having 

resigned from his post as chairman of the party’s Central Military Commission in 1989. 

Although his protégé, Jiang Zemin, took over the post, Jiang had a small power base in 

the party and was regarded as a weak leader. Moreover, Jiang faced powerful rivals in the 

military in the form of the Yang brothers. Nor could Deng be sure of Jiang’s loyalties. 

Aware of the fate of liberal reformers Hu Yaobang and Zhao Ziyang, Jiang Zemin 

appeared to distance himself from Deng’s reform agenda throughout much of 1991. Jiang 

proved so cautious that Deng nearly replaced him.142 

In sum, Deng started from a position of political disadvantage in late 1991. The 

central leadership lacked consensus on the imperative of pressing major economic 

reform.  Control of the military remained contested, and the central government 
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experienced weak control over increasingly brazen and defiant subnational governments. 

Party hardliners succeeded in stifling Deng in 1991, but their position was weaker than it 

appeared. Reports suggested support in the party rank and file for a hardline position 

remained soft. For example, after Tiananmen, party conservatives tried to carry out a 

“party rectification” campaign to boost enthusiasm for more hardline views, but the effort 

reportedly fizzled. Similarly, hardliners struggled to identify and punish active supporters 

of the democracy movement. However, the effort yielded meager results owing to 

widespread open sympathy toward the student movement in April and May 1989 among 

party members as well as a “tacit conspiracy of silence” among leading cadres in many 

cities. 143 Moreover, although Deng faced firm opposition in the party’s top leadership, he 

still maintained a strong patronage network, including in many of the provinces as well as 

the military. Deng’s economic reforms also appeared to enjoy strong support among the 

rural populace, which made up 75% of the population, as well as in the major urban areas 

of prosperous coastal provinces.144  

Developments related to elite opposition 

China’s elites in the subnational governments and SOEs had experienced gradual 

gains in their income and wealth, but these remained relatively moderate, especially 

compared to the riches they would reap in coming years. In terms of share of national 

income, China’s elites had a large share of the nation’s income and wealth, but the share 

was slightly lower than that seen in rich democratic countries. From 1985 to 1990, the top 
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10% of Chinese income earners saw their share of income grow slowly from 30% to 

31%. The top 10% of wealth owners had about 40% of the nation’s wealth over the same 

period.  By contrast, the top 10% of American income earners in 1990 had 38% of the 

share of national income and the top 10% owned 64% of the nation’s wealth.145  

Although local level officials wielded considerable power, collusion remained 

moderate. Party bosses controlled the courts, security forces, and other government 

related institutions in their areas. Yet the political and economic elites remain distinct, in 

part because CCP rules in theory required the expelling of any CCP members who 

became businessmen, as they would be capitalist “exploiters.” In practice, many party 

members ignored the regulations and recruited private entrepreneurs into the party, but 

many officials respected this division by choosing to “jump in the sea” (xia hai) by 

leaving government jobs to pursue lucrative opportunities in the business sector.146  

The power of subnational elites grew over this period, owing in part to several 

policy decisions made by Beijing. For example, the central leadership ended mass 

campaigns and popular “struggle” sessions against cadres as part of a general political 

demobilization. Although designed to restore stability following the chaos and violence 

of the Mao era, these reforms reduced the accountability of cadres to the people.147 

Changes in the performance evaluation system further insulated cadres from popular 

pressure. Introduced in the mid-1980s, the new system quantified objectives that had to 
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be met. These standards incentivized cadres to ignore popular policies that could not be 

quantified into evaluation criteria, such as “respecting the rights of villagers.”148 In 1984, 

Deng also reformed personnel appointments to facilitate decentralization. He changed the 

policy of “two-level down management” to “one-level-down management.” Under this 

arrangement, cadres at each level of government gained full authority to appoint their 

subordinates. While designed to facilitate more responsive government, in practice it 

spurred cadres to become extremely responsive to their immediate supervisors at the 

expense of other interests. It also empowered superiors to direct their underlings to carry 

out unpopular policies.149  

In terms of the disposition of elites towards the center’s policies, there was 

considerable variation. Local and provincial officials aligned with Deng ignored the 

hardline positions of the conservative leaders in Beijing and pushed ahead with pro-

market policies, such as creating enterprises and welcoming foreign investment. Areas 

aligned with the center’s hardliners may have slowed their pro-market activities or lacked 

opportunities to do so, as in the poorest landlocked areas. A lack of consensus among the 

nation’s top leadership meant the interests of the sub-national elites did not align clearly 

with those of central leaders. 

Developments related to public cohesiveness 

The public experienced a relatively high level of economic and social 

cohesiveness but remained politically fragmented at the start of the 1990s. On the one 
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hand, the non-rural workforce experienced a high degree of formal employment, 

extensive social welfare benefits, and a relatively small informal sector. On the other 

hand, the national labor and consumer market experienced growing fragmentation as 

local officials erected regulatory barriers against one another. The SOEs provided most 

urban jobs and offered relatively generous social welfare benefits.   The dominance of the 

SOE was clearly in retreat, however. By 1991, the market share of China's state sector in 

the national economy shrunk from 78 percent in 1978 to 53 percent. The country’s 

phenomenal growth was largely powered by the privatization of the state sector, the most 

important of which was the township and village enterprises (TVE). By the early 1990s, 

TVEs accounted for about four-fifths of the output of the non-state sector. Moreover, 

TVEs had substantially higher productivity growth rates than the state sector.150   

In terms of social cohesion, inequality had grown but not yet reached the extreme 

levels of subsequent years. The Gini coefficient in 1990 was 0.35, below the 0.40 level 

identified by the IMF as politically destabilizing.151 While all income groups experienced 

gains, inequality grew, with the bottom 50% of income earners experiencing a decline 

from 25% to 22% of national income from 1985 to 1990.152  The traditional urban-rural 

divide had eased somewhat, thanks to the success of de-collectivization and the TVEs, 

which were generally located in rural areas. Income inequality grew, but so did the cost 

of housing in urban areas. The ratio of urban to rural disposable income actually declined, 
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for example, from 2.5 times in 1978 to 2.2 in 1990.153 Disparities between provinces had 

continued its downward trend since 1978, suggesting substantial progress in easing 

regional inequality, before reversing course in 1990.154 

Politically, the public remained demobilized, yet central leaders solicited their 

support. Indeed, the hardliners in charge continued to advocate for the public to remain 

engaged in politics and counter liberalizing influences, although their proposals generally 

received a lukewarm reception at best.155 Deng Xiaoping and allies also cultivated broad 

political support for Deng’s personal authority. But they generally preferred to avoid 

revisiting the destructive political conflicts of the Mao era by keeping the public 

demobilized. Aware of the fact that the party’s legitimacy had been severely damaged by 

the political fights, Deng and his supporters sought to recenter the party’s legitimacy on 

its ability to deliver economic goods. Accordingly, they sought to downplay ideological 

issues by blurring the distinctions between socialist and capitalist techniques. They also 

sought to suppress debate on this topic. The political demobilization reduced turmoil, but 

it also reduced the accountability of cadres and elites to the people. In the eyes of many 

villagers, the abandonment of rectification campaigns encouraged cadres to trample the 

rights of the people with impunity.156  At the same time, both the reformist faction led by 
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Deng and the conservatives solicited elite and popular support for their policies. They 

manipulated the media and in some cases organized public events designed to mobilize 

popular support.  

Political participation was limited to passive support, with no direct means for 

people to select their leaders or determine policies. Nor did the CCP tolerate competing 

political groups. The repressive political environment left little opportunity for new social 

groups to form. There was a near total absence of autonomous social forces such as 

churches, newspapers, unions, or commercial associations after authorities cracked down 

on the few nascent entities that did appear.157 However, the solicitation for public 

support, lack of competing social groups and identities that could claim the loyalty of the 

people, and the persistence of generous social welfare benefits from the SOEs provided 

the CCP provided some degree of cohesiveness that suggested a still substantial potential 

for mobilization, a potential the competing leadership groups paid tribute to through their 

efforts to elicit broad support.  One important exception concerned the restive minority 

populations in the inland areas. The collapse of the Soviet Union coincided with a surge 

in unrest and violence in the ethnic minority provinces of Tibet and Xinjiang, with the 

late 1980s and early 1990s experiencing some of the worst violence in years.158   

IV Measurement 1, late 1991 

In this section, I assess the value of the three independent variables at the start of 

the evaluation period in late 1991. After evaluating the value of the IVs, I consider what 
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the central leadership might be expected to do in the subsequent years to achieve political 

conditions resembling the “enabling configuration.”  

 

 

Table 3.1. IV Measurement 1.1. Strength of Central Leadership, Late 1991 

Independent 

variable 

Measurement Note 

Central 

government 

control 

Partial Southeastern provinces defy Beijing, resist 

resource reallocation; extreme 

decentralization leaves center weak 

Security forces 

control 

Partial Deng lacked formal control, but had 

reservoir of support in PLA 

Political party 

control 

Partial Party divided between Deng and Chen-led 

factions; extensive corruption. 

Assessment of IV 1 central power 

variable 

Weak 

 

 

From the perspective Deng Xiaoping and his allies, the central government 

experienced considerable weakness in 1991. In addition to the structural weaknesses 

owing to years of economic decentralization, Deng lacked formal control of the armed 

forces. The CCP suffered from a lack of unity and discipline as opposing factions vied for 

supremacy and the party experienced rampant corruption. 
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Table 3.2. IV Measurement 1.2. Strength of Elite Opposition, Late 1991 

Independent variable Measurement Note 

Elite share of national 

wealth 

Limited Elites held a moderate but rapidly 

growing share of national wealth. 

Elite collusion Limited Differentiated party/ commercial 

elites although party bosses 

controlled state functions  

Posture towards central 

government agenda 

Divergence Pro-Deng provinces carried out pro-

market reforms; conservative aligned 

provinces were more cautious 

Assessment of IV2 elite opposition variable Weak 

 

 

 

At the same time, the opposition posed by elites remained weak. The share of 

income and wealth owned by the top 10% had increased but remained moderate, 

indicating limited access to resources that could be used to counter Deng. Collusion 

between elites in the party, government, and economy had grown, but remained 

somewhat constrained by CCP rules restricting entrepreneurs from membership. The 

interests of the elites showed some divergence from a divided central leadership.  But 

overall, elite opposition to Deng’s vision remain weak, and in fact many of the sub-

national elites favored the changes Deng advocated due to their hopes of self-enrichment. 
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Table 3.3. IV Measurement 1.3. Public Cohesiveness, Late 1991 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Cohesive Mostly SOE urban workforce, low informality, 

limited foreign invested enterprises 

Political 

cohesiveness 

Cohesive Formally demobilized, but Deng and 

conservatives both solicited public support, 

suggesting a still strong potential for political 

mobilization 

Socio-cultural 

cohesiveness 

Cohesive Moderate regional and social inequality; weak 

competitor social and cultural groups; though 

some unrest among western provincial minority 

populations 

Assessment of IV3 public 

cohesiveness 

Cohesive 

 

 

 

Chinese society in this period experienced relative cohesiveness owing to the fact 

that SOEs employed most non-rural people and provided generous social welfare 

benefits. There was relatively moderate social and regional inequality as well.  The CCP 

adhered to formal demobilization in favor of pragmatic policies to develop the economy, 

but elites actively solicited popular support for their policies. Although the people had no 

opportunities to directly impact political leaders or choose policies, Deng’s pragmatic 
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reforms enjoyed broad popular backing, suggesting considerable potential for political 

mobilization. A lack of competing social groups and identities aided moderate social 

cohesiveness as well. 

 

Table 3.4. IV Measurement Summary: Late 1991 

Independent variable Measurement “Enabling configuration” 

Central leadership Weak Strong 

Elite opposition Weak Weak 

Public cohesiveness Cohesive Cohesive 

 

 

 

The analysis of IVs in the table suggests that in late 1991, Deng and his allies in 

the center who sought to enact major, multi-sector policy change faced some promising 

conditions but also key challenges. Deng faced a relatively weak elite opposition and 

considerable potential for activating the public’s support. The principal challenge Deng 

faced was the weaknesses related to the central leadership, owing to severe divisions. To 

build the “enabling configuration” of IVs, Deng and his allies needed to gain control of 

the security forces, strengthen his control over the CCP, and bolster the central 

government’s control over the provinces to ensure compliance with Deng’s agenda.   

Intervening developments (1992-1994) 

In the years 1992-1994, Deng and his allies carried out a variety of political 

actions that strengthened central power and weakened elite opposition to his policy 
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agenda. Deng also benefited from developments that together resulted in favorable 

political conditions for the enactment of the pro-growth major multi-sector policies. 

Developments related to central leaders  

Deng rallied from a position of weakness to strengthen his grip on the central 

leadership and over the party. Frustrated by the intransigence of his political opponents in 

the central government, Deng embarked on what would be widely regarded as a political 

masterstroke. From January to February 1992, Deng undertook a tour of southern China, 

visiting Shenzhen, Zhuhai, Guangzhou and Shanghai. Throughout the tour, Deng 

promoted his market friendly policies while upholding a more conservative political 

message that emphasized the importance of maintaining political order and controlling 

corruption. He also frequently criticized his leftist opponents in Beijing.159  

Initially, Deng’s journey did not receive media attention from central propaganda 

outlets, reflecting the influence of conservatives on those outlets. However, provincial 

papers in Shanghai and other southern cities provided extensive coverage.  The 

enthusiastic reports showed that Deng and his pro-reform message resonated broadly 

with the public. Other party papers followed suit. Deng skillfully solicited the latent 

popular support that he enjoyed across the country. Everywhere he went, crowds cheered 

and greeted him, and the public displays of support showed by the press and the masses 

resulted in considerable political pressure on the conservatives. By the end of February, 

the conservative editors of People's Daily had come under intense pressure to endorse 

Deng's southern initiative. Deng’s supporters further exploited the popularity of the 
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“supreme leader” to build political support for Deng’s policy agenda.  Deng’s supporters 

argued in the media that an attack on the reforms equaled an attack on Deng's person.160  

By the midsummer of 1992, Deng’s allies had consolidated control of the party 

propaganda apparatus with the resignation of several hardliner editors and propaganda 

officials.161  Meanwhile, the mood among top leaders began to shift in Deng’s favor. In 

March 1992, Jiang Zemin made his self-criticism to the Politburo and pledged to support 

Deng’s policy agenda. 162 

The 14th Party Congress held in late 1992 marked a major victory for Deng. The 

report issued by the Congress outlined measures to strengthen the "socialist market 

economy" in part by transforming the state-owned sector. It called for the rapid 

development of a market system and it endorsed fiscal reforms in the tax system between 

the center and provinces. Leadership changes at the Congress further reflected Deng’s 

growing momentum. Reflecting both their clout and their general support for his reform 

program, Deng increased the representation of provincial leaders in the new Politburo.  

Further consolidating his influence, Deng also abolished the Central Advisory 

Commission at the 14th Party Congress.163 Deng Xiaoping consolidated his control of the 

military in this period. He carried out an extensive purge of China's military from 1992-3, 
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removing the powerful Yang brothers and sidelining about half of the entire PLA’s 

generals who may have supported the brothers.164    

In the wake of these political moves, hardliners saw their experience dwindle to a 

trickle. In late 1993, People’s Congresses in a number of provinces and municipalities 

voted to oust incumbent officials who were backed by the party establishment.165 The 

purges and resignations of conservative party elders and their supporters ended organized 

political resistance to Deng’s policy agenda by 1993. 

Deng and his protégé Jiang Zemin wielded their clout to push through the long-

sought market-friendly policies. The central leadership’s approval of the "Decision on 

Issues Concerning the Establishment of a Socialist Market Economic Structure" in 

November 1993 abolished the planning system altogether and set a goal establishing a 

modern market system based on international best practices. The decision called for the 

creation of market-supporting institutions, including for fiscal federalism, a centralized 

money system, and the beginnings of a social safety net. It set a rule-based approach to 

revenue transfers between the central and provincial governments based on a fixed 

formula. It also directed the transformation of SOEs into “modern enterprises” with 

clearer property rights and responsibilities.166   

Although Deng made substantial progress in consolidating control over the party 

and the military, the central government’s control over the provinces remained weak 
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through this period. Fiscal decentralization reached its peak in 1993, during which time 

the subnational fiscal revenue to national fiscal revenue ratio reached 78 percent.167  

However, Deng and his supporters regarded the provincial leaders, especially in the 

coastal regions, as important allies. These elites had demonstrated the lucrative profits 

and economic growth that could be realized if the Dengist agenda could be implemented. 

Reflecting the political alliance between Deng and the coastal provinces, Deng promoted 

many provincial leaders to the Politburo at the 14th Party Congress.  

Beneath the surface, however, tensions started to grow over measures taken by 

subnational elites to increase their incomes.  In 1993, central leaders issued a circular that 

denounced local cadres that had seized property and levied illegal fees. Official media 

also noted numerous reports of malfeasance, with CCP General Secretary Jiang Zemin 

personally denouncing “local emperors.”168 The following year, the Chinese leadership 

also began to reassert its authority over the subnational governments.  The most 

important efforts centered on taxation reform and central banking system reform. The 

1994 fiscal reform pushed fiscal spending responsibilities to lower levels while granting 

the central government a larger share of tax revenues. The central government’s revenue 

as share of GDP stopped declining and started to recover.169  The recentralization of 

revenues upward and devolution of expenditures downward helped strengthen central 

government control of the provinces, as the increasing fiscal dependence of local 
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governments on higher levels weakened their independence and rendered them more 

vulnerable to punitive measures from the center. Central edicts now carried more weight 

than they might have under the old fiscal system. 170 

Jiang took several steps to consolidate his power in the CCP and the security 

forces. He promoted a cadre of loyal generals in the PLA and emplaced key supporters in 

the central committee and other government organizations.  In a calculated bid to boost 

his own—and the CCP's—flagging credibility, in the summer of 1993 Jiang pledged to 

intensify the crackdown on economic crime and corruption, particularly at the upper 

levels of the party, government, and army. 171  It took several years, but Jiang emerged as 

the core or of the party leadership. 172 

Developments related to elite opposition  

The strength of elites increased over this period, but this was partially masked by 

the continued convergence in interests between the central leadership and subnational 

elites. In terms of share of income and wealth, the elites saw their share grow. The 

proportion of income and wealth owned by the top 10% of the population increased 

further, from 31% to 34%. The top 10% owned about 40% of the nation’s wealth, a slight 

increase from 1991.173 
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Collusion between elites for purposes of self-enrichment grew substantially over 

the period, owing principally to the privatization of SOEs. From 1991 to 1993, economic 

crime and corruption grew not merely in frequency but also in magnitude. Corruption and 

profiteering spread to the upper reaches of the PLA leadership.  With the PLA actively 

involved in a variety of large-scale profit-making activities, there were plenty of 

opportunities for self-enrichment among senior officers. According to reports, the PLA 

engaged in rampant smuggling of crude oil, cars, consumer goods, construction materials, 

and many other items worth billions of dollars.174  In 1993, Jiang Zemin was forced to 

acknowledge openly that "Corruption is a virus that has infected the party's healthy body. 

If we just ignore this phenomenon, it will bring down our party and our system." 175  

Local officials continued to erect numerous internal trade barriers to protect local 

industries. Studies by western economists noted a decreasing domestic trade flows from 

1980s through the 1990s. Interprovincial trade relative to GDP or to total trade decreased 

significantly from 1987 through 1992. According to one study, the disintegration of the 

Chinese domestic market owed principally to political reasons, namely the desire of local 

officials to maximize growth, employment, and their incomes through protectionist 

measures and administrative monopolies.176 

Despite the misbehavior of local cadres and their role in distorting the domestic 

market, the central leadership and subnational elites generally shared an interest in 
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carrying out market-friendly reforms that promised to supercharge economic growth, 

raise incomes for all people, improve the economy’s productivity and performance and 

yet provide ample opportunities for self-enrichment for elites. 

Developments related to public cohesiveness 

The problem of internal fragmentation was exacerbated by the country’s 

integration into the global economy. Indeed, China’s development as a hub of global 

production provided the impetus to extraordinary GDP growth rates but it also 

accelerated centrifugal forces as provinces oriented their economies towards foreign 

customers and suppliers. As the country’s export sector boomed, for example, China 

experienced a decrease in inter-provincial trade. According to a study by the World Bank, 

as of the early 1990s, internal trade as a percentage of GDP among the Chinese provinces 

was 22 percent, which was lower than the then European Community’s 28 percent and 

the 27 percent among the republics of the former Soviet Union.177 

This period saw an increase in regional inequality due to disparities in the ability 

of coastal and inland regions to export as well as reductions in inter-provincial transfers. 

Social inequality increased as well, as the SOEs began to shed workers.  However, the 

workforce retained a degree of it is cohesiveness due to the fact that most employers were 

domestic firms. In this period, foreign invested enterprises only comprised about 5% of 

companies, with TVEs still playing a major role in the export sector. There were few 

private firms at this point as well.178  However, foreign direct investment began to 
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increase significantly after Deng’s southern trip in 1992, with total investment nearly 

tripling from USD$4.6 billion in 1991 to USD$11.3 billion in 1992.179 

Politically, the party continued to discourage the sort of mass mobilizations and 

campaigns that pervaded the Maoist era, but competing factions did solicit public support 

for their agendas. Media coverage of enthusiastic crowds during Deng’s trip encouraged 

the public to demonstrate support for Deng. Similarly, hardliners in Beijing repeatedly 

tried to revive interest in more orthodox socialist politics, albeit with little success. 

In terms of loyalties and identities to social groups, the public faced a period of 

transition. While the CCP retained a dominant presence, its abandonment of Marxist 

ideology and focus on increasing incomes through rapid growth policies had long 

weakened public support for the CCP. Indeed, the enthusiastic crowds that greeted Deng 

suggested that the revolutionary hero wielded considerable political influence across the 

public. However other party leaders did not receive such wide popular acclaim. Jiang 

Zemin notably failed to generate the same level of enthusiasm among crowds during his 

public outings, pointing to a trend of declining popularity among the technocratic 

younger leaders who came after the revolutionary generation. Moreover, the party’s 

downsizing of the SOE workforce hinted at a rupturing in the economic links that once 

bound many workers to the party’s ideology and identity.  

Not surprisingly, observers began at this time to detect signs of an increasingly 

pluralistic society as people began to explore other identities and social groups. Tony 
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Saich in 1992 described a growing pluralism in society as well as increasing social and 

economic inequality, which he suspected could further strain the sense of solidarity that 

the CCP long tried to cultivate. However, during this period such social forces had just 

begun to be unleashed, with little indication that any competitor groups had any 

substantial followings.180 

IV Measurement 2, Mid 1994 

 

 
Table 3.5. IV Measurement 2.1. Strength of Central Leadership, Mid 1994 

Independent 

variable 

Measurement Note 

Central government 

control 

Dominant Deng’s allies regain control, CAC disbanded, 

center-provincial fiscal relations recentralized 

Security forces 

control 

Dominant Deng carried out purges, consolidated control 

of the military 

Political party 

control 

Dominant Deng’s allies controlled media and promoted 

message, but widespread corruption 

Assessment of IV2.1 Central power 

variable 

Strong 

 

 

 

Deng and his protégé Jiang made considerable gains in consolidating their control 

over the government, security forces, and CCP. The gains proved sufficient to overcome 
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organized political opposition to the Dengist policy agenda, facilitating successful 

implementation. Despite the successes, however, structural weaknesses persisted, 

including central weakness relative to the provinces and ongoing corruption in the CCP. 

 

 
Table 3.6. IV Measurement 2.2. Strength of Elite Opposition, Mid-1994 

Independent variable Measurement Note 

Elite share of national 

wealth 

Limited Elite share of national wealth increased 

modestly 

Elite collusion Limited Political elites distinct from economic elites, 

though lines grew increasingly blurred. 

Posture towards 

central government 

agenda 

Convergent Most sub-national elites benefit with center’s 

focus on achieving rapid GDP growth 

Assessment of IV2.2 Elite opposition Weak 

 

 

 

Elite opposition remained weak. While the share of wealth and income increased 

slightly and collusion intensified, elites found that their interests largely converged with 

those of Beijing and thus had little incentive to oppose the implementation of policies 

from which they benefited enormously.  

 

 

Table 3.7. IV Measurement 2.3. Public Cohesiveness, Mid-1994 

Independent variable Measurement Note 
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Economic 

cohesiveness 

Cohesive Mostly SOE workforce, low informality, 

limited foreign invested enterprise sector 

Political cohesiveness Cohesive Deng, hardliners solicit passive public 

support, but party’s ideology focuses on 

pragmatism, formal depoliticization 

Socio-cultural 

cohesiveness 

Cohesive Low inequality, nominal party solidarity 

with society, weak competitor social groups 

Assessment of IV2.3 Public cohesiveness Cohesive 

 

 

 

The public experienced a fading sense of cohesiveness as both Deng and his 

hardliner opponents cultivated passive public support in their struggle for mastery. 

However, this brief moment of public political involvement also coincided with an 

increase in national fragmentation as regional and social inequality intensified and the 

workforce began to experience major reductions in force. The business sector remained 

dominated by TVEs and a still substantial SOE sector, but the foreign invested sector 

began to take off. 

 

 
Table 3.8. IV Measurement Summary: Mid 1994 

Independent variable Measurement “Enabling configuration” 

Central leadership Strong Strong 

Elite opposition Weak Weak 

Public cohesiveness Cohesive Cohesive 
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In short, during this period, China achieved the “enabling configuration” outlined 

in this theory as the most promising for realizing a major, multi-sector policy initiative.  

The central leadership regained unity behind Deng’s agenda as organized political 

opposition collapsed. The elites in the provinces, localities, and SOEs had grown wealthy 

under the earlier reforms and stood to gain further from the proposed reforms. The power 

of the wealthy provinces in particular proved formidable, but key reforms allowed the 

center to regain some its leverage over subnational governments. Corruption and 

collusion grew to alarming proportions during this period, but the elites experience 

relatively low levels of friction with the central leadership because Deng viewed the 

conservative opposition as a greater threat. He also regarded the provincial leaders as 

political allies and cultivated support with them, since their focus on developing the 

economy converged with Deng’s own priorities. Thus, although the elites grew powerful 

during in this period, they had little incentive to oppose Deng’s reform agenda. Deng also 

cultivated the widespread latent public support in his struggle with hardliner opponents, 

which resulted in pressure on central leaders to capitulate. Thus, the efforts by Deng and 

his allies to mobilize public opinion provided a brief moment in which the public played 

an important role in impacting national politics. 

 Intervening developments 2 (1995-1997) 

The period from 1995 through 1997 saw continued successful implementation of 

the pro-market policy agenda, even as Deng passed away in 1997. Jiang Zemin 
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consolidated his position as Deng’s successor and continued the recentralization of 

power.  The country’s integration into the global economy vastly expanded opportunities 

for profitable trade. Local cadres exploited this opportunity, however, by colluding more 

closely with businesses, developers, and regulators to protect local industries and lure 

foreign investors. As a result, the country experienced a deepening of internal 

segmentation and widening regional and social inequality. The populace experienced a 

new level of fragmentation, opening opportunities for competing social groups, including 

religious groups, to claim the loyalty of citizens. 

Developments related to central leaders 

While making gains in recentralizing power, Beijing continued to carry out 

reforms designed to curb the autonomy of provinces. In 1995, China passed legislation 

that gave the central bank the mandate to determine monetary policy. The law and 

associated regulations substantially reduced the influence of local governments on 

monetary policy and credit allocation decisions. As a result, the overall budget constraints 

of the local governments became much harder in the 1990s compared to the 1980s.181 

Politically, Jiang strengthened his control over the military and internal security 

forces with additional purges, the promotion of supporters, and hefty defense budget 

increases. By 1997, most observers agreed that he had consolidated control.182 Jiang also 

seemed to have strengthened his position in the party and government. He emplaced his 

supporters in key central government ministries and propaganda organs compliantly 
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promoted his ideological authority.  However, although Jiang appears to have prevailed 

over the type of clearly defined rival factions of the type that struggled against Deng, he 

still faced problems of corruption and a lack of discipline. David Shambaugh observed of 

China at the time, “Corruption is rampant inside and outside the party and is a major 

source of resentment among the citizenry.”  He noted pessimistically that “despite 

widespread arrests and executions, law enforcement authorities appear to be losing the 

fight” against corruption. He added that “in many cases, police and customs officials are 

themselves deeply involved in corruption and smuggling rings.” Despite party 

rectification campaigns and anti-corruption arrests, the problem appeared to fester 

without abatement.183  

Developments related to elite opposition 

In this period, the elites saw their fortunes and position remain steady. The share 

of national income by the top 10% remained at around 34%. Their share of wealth 

increased significantly, from around 40% in 1994 to about 48% in 1998, however, as 

cadres exploited their political access to gain control of public assets.184  

Although reduced in number, the SOEs continued to profit from collusive 

arrangements between enterprise leaders, regulators, and party bosses.185  However, the 

privatization of SOEs opened major opportunities for enrichment and profitable 
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collusion. Before the transition, political elites had control of public firms but no property 

rights to them. Privatization, however, created unprecedented opportunities for them to 

monetize their access to public property.186  The mixing of government and business 

encouraged corruption and market interference, including regional protectionism, local 

interference with courts and other legal institutions, backroom dealing, mistreatment of 

nonlocal trading partners, environmental degradation, and out-of-control bank lending 

practices. Many of these problems were exacerbated by a judiciary that was frequently 

corrupted and captured by regional elites.187  

Despite the center’s recentralization efforts, the effects of economic 

decentralization had also strengthened the power of the subnational elites. Once local 

government cadres became businessmen and capitalists, they gained new resource bases 

to resist the central state.188 Symptomatic of the growing clout of wealthy local cadres, 

Chinese officials and commentary stepped up their criticism of “localism” and 

“protectionism” during this time.189 

Yet although the elites grew wealthier, their position regarding the central 

government generally remained congruent. The central government under Jiang Zemin 
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prioritized rapid economic growth and encouraged local cadres to oversee rapid 

development. So long as the local officials maintained high GDP growth rates, Beijing 

seemed willing to tolerate considerable corruption and malfeasance by local officials, 

with only token efforts to tamp down corruption.  Symptomatic of the central leadership’s 

support for the elite was the adoption of a “strike hard” crackdown to deal with popular 

protests regarding cuts in services and local malfeasance. Central authorities backed law 

enforcement in cracking down on anyone who opposed local authorities. Official media 

tended to downplay discussion of malfeasance by local officials and instead blamed 

private malefactors for crime and for acts that disturbed social stability. One typical 

commentary explained that the crackdown was essential to “ensuring social stability and 

ensuring a stable environment for development.”190 

Developments related to public cohesiveness 

The 1994 fiscal reform may have bolstered the center’ power over the provinces, 

but it exacerbated problems of social fragmentation. As a result of revenue 

recentralization and the devolution of fiscal responsibilities, local governments became 

starved for revenue. Many local governments in poorer western regions provided fewer 

and lower quality public services and passed along a higher proportion of the costs to 

their constituents.  Other local governments developed extra-budgetary and off-budget 

resources in the form of illegal fees and charges, over which local officials faced virtually 

no oversight. Illegal fees became the main source of extra-budgetary funds at the local 
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level, and these ranged from surcharges on household utility bills and infrastructure 

maintenance to surcharges for hospital services and schools. The proliferation of these 

illegal fees at the local level became a source of intense public resentment.191 

China’s workforce also experienced substantial fragmentation owing to the 

downsizing of the state sector, which resulted in a loss of access to social welfare benefits 

for much of the urban work force. Privatization of small-sized SOEs began to emerge on 

a large scale in 1995, when the central government promoted downsizing under the 

slogan of "grasping the large and releasing the small." From 1995 through 2003, the 

number of SOEs declined from 118,000 to 34,000 and the labor force fell by 44 

million.192 About ten million workers from SOEs and urban collectives were laid off in 

each year between 1996 and 1998. Although it improved productivity by reducing costly 

obligations for the state, the downsizing left many workers without social welfare 

benefits.193  

 Indeed, the restructuring of SOEs and downsizing of the workforce resulted in an 

explosion in the size of the informal sector in the 1990s.194 The business sector became 

more fragmented as well, as the number of foreign companies setting up factories in 

China surged, increasing ten-fold between 1990, which totaled around USD$3.8 billion, 
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and 1994, when it reached USD$34 billion.195  Foreign businesses that relocated to China 

to take advantage of its low labor costs exacerbated fragmentation because these 

companies generally had little interest in paying into expensive social welfare schemes or 

supporting domestic upgrading strategies, the expense of which might undercut the 

economic rationale of relocating to China. Moreover, local officials lacked an incentive 

to pressure foreign employers into funding such initiatives due to the intense competition 

among provincial leaders for foreign investment. 196  

Chinese leaders had sought to replace a social welfare system tied to SOEs to 

benefits that could be available to all workers, but this effort made little progress. In 

1993, the central government enacted reforms to create a basic social welfare system that 

featured "pay-as-you-go" programs paid by employers and local governments and 

individual "fully funded" programs. But as of 1996, China had not established a unified 

national program. Instead, provincial and municipality governments became responsible 

for implementing their own local programs. After several years of effort, pensions 

remained seriously underfunded and only covered a fraction of eligible workers.197  As 

jobs became less secure and benefits vanished, social inequality surged. The Gini 

coefficient increased above 0.40. Regional inequality increased as well. The fiscal and 
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tax re-centralization reforms in 1994 proved to have only a modest effect on reducing 

regional inequality.198   

Politically, the populace experienced deepening fragmentation with the passing of 

the last revolutionary giant with the personal clout to mobilize popular support. 

Authorities did not offer any new avenues for popular participation in politics but instead 

continued to encourage the people to focus on increasing their incomes through work in 

the new factories and job opportunities.   However, the problem of popular disaffection 

from the party began to alarm CCP officials. Party thinkers advocated a form of 

moralizing indoctrination to combat what they regarded as a spreading amorality, 

political drift, and lawlessness. Reflecting this top-down response to social disintegration, 

a commentary published in 2001 called for “vigorously promoting the basic moral 

standards of ‘loving one's country and observing laws, understanding etiquette and 

honesty, promoting unity and goodwill, improving oneself through diligence and thrift, 

dedicating oneself to work, and making sacrifices.’”199 

With the lingering effects of Mao’s assault on traditional beliefs and religion, 

coupled with the widespread insecurity generated by the SOE downsizing as well as the 

dismantling of the official ideology’s traditional vision of solidarity, China’s social scene 

experienced a new level of fragmentation and pluralization. A hint of the depth of public 

alienation from the CCP appeared in the emergence of competing social groups that 
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claimed the allegiance of growing numbers of disaffected Chinese, including Falungong, 

a revitalized Christianity, and other religious groups. Citizens began to form non-

governmental organizations (NGO) to serve a variety of humanitarian and business 

purposes as well, with the number climbing to 180,000 in 1995. Alarmed at the rapid 

spread of these groups, authorities initiated a crackdown, especially on groups like 

Falungong that proved capable of drawing large numbers of adherents independent of 

CCP control.200 In the late 1990s, the Chinese government launched a campaign to 

“rectify” and “regularize” existing NGOs by requiring all NGOs to re-register at the 

Ministry or Department of Civil Affairs and shutting down others.201 

The intensified repression did little to heal a social fabric that was irrevocably 

torn under the strain of a dismantled social welfare system, underfunded government 

services, pervasive official corruption, and deepening insecurity. The growing appeal of 

groups such as Falungong only underscored the depths of alienation many had begun to 

feel in such a situation. Managing this discontent through stepped up repression may have 

been tolerable enough for a central leadership committed to a grow-at-all costs economic 

strategy as was the case in the late 1990s, but it would also open  a major vulnerability 

when Beijing needed robust public support for new growth strategies. 
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IV Measurement 3, Late 1997 

 

 

Table 3.9.  IV Measurement 3.1. Strength of Central Leadership, Late 1997 

Independent 

variable 

Measurement Note 

Central 

government control 

Dominant Pro-growth market reforms continue with 

additional SOE downsizing 

Security forces 

control 

Dominant Jiang in control and maintains firm control 

after additional purges, PLA withdrawn from 

commerce 

Political party 

control 

Dominant Jiang maintains leadership, rivals purged, 

corruption declines, ideology still suffers 

incoherence 

Assessment of IV2.1 strength of 

central leadership 

Strong 

 

 

 

The central leadership continued to reap the benefits of recentralizing reforms and 

a stronger grip on the nation’s finances. Jiang consolidated his authority over the CCP 

and the military and oversaw what would prove to be a largely successful effort to 

withdraw the military from commercial activity. Party indiscipline and corruption 

remained pervasive, but Jiang appeared to have successfully controlled powerful rival 

factions.  
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Table 3.10. IV Measurement 3.2. Strength of Elite Opposition, Late 1997 

Independent 

variable 

Measurement Note 

Elite share of wealth Extensive Elite share of wealth soars as SOE 

privatization opens the path to widespread 

looting of state assets 

Elite collusion Extensive Increasing collusion between government, 

enterprises to maximize profits for elites 

Elite-center 

congruence 

Congruent Elite self-enrichment and repressive strategy 

aligns with center’s pro-growth strategy 

Assessment of IV2.2 Strength of elite 

opposition 

Weak 

 

 

 

Elites skillfully exploited China’s deepening integration into the global economy 

and the dismantling of the SOEs in this period to gain a larger share of income and 

wealth and to grow even more powerful. However, the congruence of interests between 

elites and the center masked a looming problem that would emerge when Beijing began 

to more closely scrutinize the wasteful and inefficient practices that the same elites relied 

on to sustain growth. 
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Table 3.11. IV Measurement 3.3. Public Cohesiveness, Late 1997 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Fragmented Surging informal sector, increasing foreign 

corporate sector 

Political 

cohesiveness 

Fragmented Demobilized, focus on pragmatism, little 

participation, CCP shift to elites 

Socio-cultural 

cohesiveness 

Fragmented Surging inequality, rising competitors- 

Falungong, Tibet, regional inequality 

Assessment of IV3 public cohesiveness Fragmented 

 

 

 

The dismantling of SOEs and mass migration from rural areas resulted in a 

rapidly growing informal labor sector. In addition, the government failed to build a 

substantial national social welfare system and foreign companies expanded their share of 

the economy, resulting in a more fragmented economic sector. The party continued to 

keep the populace politically demobilized and instead encouraged a focus on increasing 

incomes. The insecurity and vulnerability experienced by growing numbers of the 

populace, yawning inequality, and popular disenchantment with a CCP plagued by 

rampant corruption opened opportunities for competing social groups and identities. 

 

 

Table 3.12. IV Measurement Summary: Late 1997 

Independent variable Measurement “Enabling configuration” 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

169 

 

Central leadership Strong Strong 

Elite opposition Weak Weak 

Public cohesiveness Fragmented Cohesive 

 

 

At the close of the selected period, the most striking development was the 

fragmentation of the public, owing principally to the downsizing of the SOE workforce, 

underfunding of services, expansion of the informal sector, growth of the foreign invested 

companies, disenchantment with CCP rule, and deepening inequality.  The weakness of 

elite opposition to the center’s pro-growth agenda masked the reality of an increasingly 

potent elite. The combination of an increasingly powerful elite and fragmented public 

also posed a long-term danger to the center when the potential of the rapid growth model 

inevitably exhausted itself, leaving an unfavorable political environment for the 

launching of more contentious growth strategies. 

Conclusion and analysis 

Under Deng Xiaoping’s leadership, China succeeded in implementing the major, 

multi-sector policy initiative aimed at dismantling the planned economy and establishing 

a socialist market economy. Successful policy implementation generated the impressive 

economic growth that Deng’s allies hoped for. By 1996, the government had expanded 

market mechanisms to 93% of retail activity, up from 53% in 1990. The government had 

restructured 25% of the nation’s 87,000 SOEs in 1998 and restructuring continued apace 

into the 2000s. The state sector declined dramatically, with companies shedding 60% of 
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the workforce.202  Productivity growth surged 5% from 1991-6. The policies 

turbocharged the economy, with GDP growth soaring 12% from 1991-7.203  The living 

standard of ordinary Chinese people improved significantly. The number of people living 

in absolute poverty was substantially reduced from over 250 million in 1978 to less than 

100 million in this period. By the end of 1997, reform was supported by people in all 

walks of life simply because almost everybody benefited from it.204 

The policy initiative was largely, but not completely successful. Banking and 

financial reforms lagged. Despite the large amount of capital infusion into the four state 

banks in 1999, the status of the banking and financial system by the end of 1998 was 

perhaps even more fragile than that in 1994. This owed principally to delays in reforming 

SOEs and state banks. The lack of SOE reform meant that the non-performing loan 

problem became worse and worse.205  The state’s economic dominance preserved 

systemic economic inefficiency as local elites continued to exploit scarce resources for 

self-gain. The World Bank estimated that almost a third of investment decisions made 

between 1991 and 2000 were misguided. 206  

When carrying out the policy initiatives, Chinese politics experienced a minimum 

of violence and coercion against elites. The principal reason owed to the strength Deng 

enjoyed and the weakness of his opposition.  Deng’s rivals consisted primarily of a 
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handful of ideological hardliners in the central leadership and their supporters. On several 

occasions, efforts by these conservatives to rally support among the party’s members and 

the public at large fizzled, underscoring the weakness of their position. Deng toppled 

them through a media campaign and after 1993 the hardliners scarcely impacted national 

politics again. Another reason owed to the fact that Deng’s policy agenda largely 

converged with those of interests of elites and much of the public, which underscored the 

strength of Deng’s political position. Officials saw lucrative opportunities in the 

privatization and pro-market policies Deng advocated. But others could see opportunity 

as well, such as the massive population of migrant and rural workers desperate to flee 

crushing poverty for a chance at better paying jobs.   

The period did see a major increase in repression of the populace, however. 

Through the 1990s, the central government found its interests best served by backing the 

elites against the public, as seen in the center’s endorsement of the “hard strike” 

campaign that blamed crime and unrest on citizens while largely absolving officials of 

any responsibilities. When local officials proved insufficient to the task of repression, 

cadres began to order armed police and other security forces to enforce order and 

suppress popular protests. Yet a deepening reliance on repression to control popular 

anger and frustration risked alienating the people further. 

Throughout the six year period, Deng retained a major advantage in that the 

policies he advocated corresponded with trends well underway.  Ultimately Deng and his 

allies prevailed primarily because their policy prescription simply reflected what was 

really happening in the Chinese economy. Despite the hardline rhetoric coming out of 
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Beijing, the program of economic austerity imposed in late 1988 and tightened after 4 

June 1989 had revealed its limits. Subnational governments had recognized the potential 

of pro-market reforms and were busily carrying them out across many provinces even as 

Deng and his opponents feuded.207 

Despite the success, the improvements to the nation’s economic performance also 

carried a steep political cost. The central leadership’s position continued to deteriorate. 

Despite the fiscal and financial recentralization measures of 1994 and 1995, provincial 

governments continued to resist central authority. Party discipline eroded further as well, 

as the charismatic leadership of Deng disappeared, leaving a political party riven with 

corruption and ideological incoherence. The disappearance of cohesive factions 

underscored the dissolution of ideological based groupings and the emergence of new 

elite networks that competed over the rights to loot state assets and manipulate the party-

state apparatus for self-enrichment.  Corruption remained pervasive and abuses of 

authority eroded the public’s trust in the regime.  

Another cost lay in the deepening fragmentation of the people. Perhaps the 

biggest losers of the market-friendly reforms consisted of the tens of millions of SOE 

workers who lost their jobs and social welfare benefits, as well as local citizens who felt 

the brunt of cutbacks in local services due to the recentralization reforms in the mid-

1990s. The jobs that replaced formal state jobs mainly consisted of far more precarious 

jobs in the informal sector which generally lacked benefits. The enterprise sector 

experienced significant change as well, as a larger number of foreign invested enterprises, 

                                                 
207

 Saich, p. 1138. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

173 

 

often set up as joint companies with local industries, entered in search of low cost 

manufacturing.  The national market’s fragmentation worsened over the 1990s as well, as 

inter-provincial trade declined as a share of overall trade, while provincial trade with 

foreign partners soared. In addition to economic fragmentation, the populace experienced 

political fragmentation as they lacked formal ways political participation. Central leaders 

after Deng did not invest the effort that the revolutionary generations did in cultivating 

popular support for the CCP’s ideology and agenda. Instead, authorities urged the people 

to focus on improving their incomes through work.  Worsening inequality eroded further 

the relevance of the CCP as a party ostensibly dedicated to the solidarity of the people, 

but which in practice seemed more focused on enriching elites.  The diminishing ability 

of the CCP to shape the social identity and culture of the people opened a yawning gap 

for competing social groups. Minority regions saw a resurgence of protest and agitation 

in favor of repressed cultures and identities, and new religious and other non-government 

organizations began to attract supporters.  

The country’s economic success depended on its integration into the global 

market, but the political costs of this strategy deserve mention as well. China entered the 

global economy with a mostly decentralized economy and weak central control, which 

Beijing mainly exercised through its control of personnel appointments.  The lack of 

nationally consistent rules, laws, and regulations encouraged subnational governments to 

erect internal market barriers to protect local industries. This ironically deepened the 

center’s dependence on local elites to sustain growth, since the local elites controlled the 

terms of access and served as the vital middlemen between foreign employers and the 
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center which depended on growth for legitimacy. The subnational elites also competed in 

a “race to the bottom” which exacerbated problems of public fragmentation, as local 

officials stepped up repression to control public protests regarding worker mistreatment, 

sharpening inequality, ecological despoilation, official malfeasance and corruption.  

In short, the phenomenal economic success that China enjoyed depended on 

unusually favorable political conditions, which Deng largely achieved by 1993. However, 

a situation of a strong central leadership, weak elite opposition, and cohesive public 

began to dissipate almost as soon as Deng had finally secured it. A principal drive of this 

undoing owed to the success of the policies that Beijing pursued. Unlocking productivity 

and supercharging economic growth required, as Deng planned, the dismantling of the 

state sector and deepening the country’s integration into the global economy.  The 

benefits were clear and the results impressive, but the corrosive effect on the country’s 

politics would prove exceedingly durable and far-reaching.  In subsequent years, an 

increasingly powerful subnational elite began to colonize and subvert the central 

government itself, extending their reach into the military and security forces. With its 

most important ally, the public, fragmented and demoralized, the central leadership 

would find itself with dwindling hopes of ever replicating Deng’s astonishing political 

and economic success. 
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CHAPTER 4. CHINA 2004-10: THE LIMITS OF NONCOERCIVE STRATEGIES 

TO OVERCOME ELITE OPPOSITION  

This chapter examines the political interactions accompanying China’s effort to 

improve the country’s economic performance during the years 2004 to 2010. Facing the 

prospects of a slowing economy and mounting externality costs, President Hu Jintao 

sought to enable a new growth model characterized by higher productivity and more 

efficient, sustainable, and balanced growth.  However, Hu inherited political structural 

disadvantages that augured ill for such prospects. A central dilemma that confronted Hu 

was that successful implementation of the center’s agenda required a downgrading in the 

income and privileges of the same elites charged with implementing those policies. If Hu 

pressed too hard on the elites to carry out policies that would cost them dearly in the near 

term, they might resist, resulting in potential political instability. However, if Hu 

accommodated their interests, he would buy near term stability at the cost of a 

deterioration in the country’s long-term prospects.  

Additional political challenges compounded Hu’s dilemma. The central 

government remained weak relative to subnational governments, which routinely ignored 

or circumvented central directives that impaired their interests. Hu’s military 

inexperience and lack of a constituency among the security forces rendered his control of 

the security forces uncertain. The CCP’s atrophy intensified after the death of popular 

revolutionary hero Deng Xiaoping. By the early 2000s, the party was plagued with 

rampant corruption, ideological demoralization, and official incompetence. Elite 

opposition to the central leadership’s agenda had grown stronger, too. In the 1990s, Deng 
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wrestled with a relatively well defined, but weak, hardliner faction that collapsed once he 

marshalled popular support. Hu, by contrast, faced a more diffuse, entrenched, and 

wealthy network of elites whose main opposition to central power stemmed not from 

ideological principle but from self-interest.  No amount of theoretical argument was 

likely to persuade the individuals to adopt policies that undercut their livelihoods. 

Moreover, the public had grown more fragmented than ever, leaving the center without a 

strong political ally at a moment in which it was urgently needed. In part due to the 

country’s deep integration into the global economy, labor experienced deepening 

inequality and an urban workforce dominated by informality. The business sector 

featured a large foreign investor presence which had little interest in funding the 

country’s social safety net or contributing to industrial policies aimed at upgrading 

China’s economic competitiveness. In addition, social inequality rose to extreme levels 

and the social welfare system remained threadbare, straining an already faltering tie 

between the public and the CCP. New social groups began to claim the allegiance of 

disenchanted citizens, alarming the state. These trends eroded further an already low 

potential for public mobilization. In short, Hu faced a daunting political situation as he 

contemplated carrying a contentious major, multi-sector policy initiative. Given the 

weakness of the center’s position, Hu faced a perilous risk of potentially unleashing 

systemic political violence if he adopted coercive strategies against entrenched elites. 

The central leadership under Hu selected a political strategy to address a long-

overdue need to upgrade the governance capacity of officials. This strategy also offered 

the potential political benefit of overcoming the structural hurdles to policy 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

177 

 

implementation by building a more favorable political environment. It aspired to do so 

without inciting political violence through a process of non-coercive elite transformation. 

To achieve these goals, central leaders reframed the party’s identity as one defined by 

“governance” and implemented a rigorous program of intense education, training, 

professional development, and moral exhortation. To facilitate accountability and 

compliance, central leaders also oversaw an overhaul of its administration, featuring 

extensive standardization of processes, procedures and norms. The changes helped make 

party procedures and decision-making more transparent, rigorous, and amenable to higher 

level supervision. At the same time, Hu made tentative efforts to improve the 

cohesiveness of the public. Given the limited ability to reverse economic fragmentation, 

he sought instead to bolster political cohesiveness by promoting nationalist sentiment, 

suppressing rival groups that might claim the loyalty of citizens, and reinvigorating the 

party’s ideology. Through this strategy Hu hoped to manage the impressive political feat 

of simultaneously enacting a difficult and contentious intensive growth program in a 

manner that strengthened the governance capacity and legitimacy of the government and 

that avoided any conflict with the country’s powerful elites.  

Hu’s political efforts yielded some benefits in raising the professional and 

educational level of the cadre corps. Central leaders also succeeded in avoiding a 

debilitating conflict between the center and elites.  But Hu failed to implement the major 

policy initiative aimed at establishing a new, more productive mode of growth. To be 

sure, the economy’s growth continued to surge and the leadership oversaw incremental 

progress in efforts to redress severe regional imbalances and improve social services. But 
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the central leaders’ failure to change the structural political deficiencies plagued their 

efforts to dramatically improve the country’s diminishing economic prospects.  

In political terms, the central leadership failed to substantively improve its 

position relative to elites and the public throughout the period surveyed.  In some ways, 

the center’s position actually worsened. Hu never resolved the contradiction of 

demanding elite subordination with a political strategy that deepened the center’s 

dependence on the same elites. This contradiction enabled the elites to easily coopt the 

central leadership’s institution-building processes and procedures. The government and 

party bureaucracies at all levels maintained the illusion of compliance, but behind the 

scenes elites frequently thwarted the intent of central directives.  

The center’s efforts to implement its major policy initiative thus foundered on the 

persistent political weaknesses that it failed to overcome. Despite repetitive pledges of 

fealty, subnational governments continued to ignore many central directives. In 

contravention of the central leadership’s stated ambitions, productivity worsened, state 

debt ballooned, and the nation experienced minimal progress in restraining local 

malfeasance and redressing shortfalls in social services. Corruption flourished and the 

interlocking networks of elites grew stronger, thanks in part to the political and 

administrative measures that tied the center’s fate ever more tightly to that of the elite. 

The military began to show disturbing signs of autonomy, rampant corruption, and a 

shocking disregard for discipline. The rise of Bo Xilai illustrated in a stunning manner 

just how strong elite networks had grown. Before his fall, Bo openly questioned the 

center’s authority and mobilized a massive clientelist network of supporters behind his 
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bid for ascendance to the highest echelons of state power. By 2010, the failure of Hu’s 

leadership approach had become evident to all. To cope with the public’s mounting fury 

at widespread malfeasance, Beijing stepped up repression. As Hu’s tenure closed, 

thinkers and strategists associated with the central leadership pondered the way forward. 

Central leaders concluded that more aggressive political strategies would be required to 

control elite opposition and ensure the implementation of badly needed economic 

upgrading policies.  

The chapter is organized in the following manner. After first providing some 

context and background information, I briefly examine the proposed major, multi-sector 

policy initiative proposed by Chinese leader Hu Jintao. I then assess the three 

independent variables (IV) as of 2004, along with a discussion of what sorts of changes 

might have been expected to improve China’s prospects of achieving the goals. After 

analyzing key developments that affected the value of the IVs, I provide a second 

assessment of the value of the IVs as a result of the developments as of 2007. I review 

subsequent developments and consider how these affected the value of the IVs for the 

subsequent 3 year period. The final assessment of the IVs includes an assessment of the 

government’s relative success or failure in improving the economy’s performance. I also 

analyze the central leadership’s political strategies in concluding summary. 

Background 

In the early 2000s, China’s economy remained in the midst of a remarkable 

decades-long expansion. From 1979 to 2004, the country’s real GDP grew at an average 
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of 9.4%.208 The high growth rates lifted as many as 400 million Chinese out of poverty 

and per capita income had increased ten-fold from US$158 in 1978 to US $1,508 in 

2004.209  Economists attributed much of China’s phenomenal success to two sources: 

large-scale capital investment and rapid productivity growth.  China’s large reservoir of 

capital owed in part to policies of financial repression and government policies that 

directed the reinvestment of profits from SOEs.210 With one of the world’s highest 

savings rates, the state used its access to a vast pool of capital to fund investment-driven 

growth. The volume of foreign direct investment (FDI) also soared starting in the late 

1990s as China deepened its role as the center of global production, especially following 

its accession to the World Trade Organization in 2000.  

However, China also benefited from major productivity gains. In particular, China 

in the 1980s and 1990s reallocated poorly employed resources to more productive uses, 

especially in sectors that were formerly heavily controlled by the central government, 

such as agriculture, trade, and services. The rise of nonstate enterprises further aided 

productivity, as these tended to be more efficient than SOEs. Local and provincial 

governments operated various enterprises according to market principles with little 

interference from the central government.211  China also benefited from large inflows of 

FDI, which brought new technologies and more efficient labor practices. One IMF study 
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concluded that labor productivity in foreign invested enterprises (FIE) exceeded that of 

their non-FIE counterparts by a factor 9:1. FIEs began to play a dominant role in the 

economy. In 2004, the FIE sector contributed half of China’s exports and perhaps as 

much as 40% of its GDP growth.212 Chinese manufacturers and exporters also 

experienced efficiency gains through integration into the global economy. In 2000, 

China’s accession to the WTO expanded the country’s access to overseas markets.213  

Trade surged accordingly. In 2004 alone, China’s exports increased 35.4% to US$593.36 

billion, while imports increased 36% to US$ 561.38 billion.214 That year, China surpassed 

Japan to become the world’s third-largest trading economy after the United States and 

Germany.215   

Yet the period of extraordinary economic growth and rapid productivity gains was 

nearing its end.   By 2004, China’s productivity began to slow as it exhausted the growth 

potential of structural reforms from the previous two decades. The migration of workers 

from rural areas, which began to slow around 2004, signaled that gains from the mass 

reallocation of labor from low productivity agriculture to higher productivity 
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manufacturing had begun to recede. The market liberalization and privatization initiatives 

advanced by Deng in the 1990s had also largely run their course.216    

Future growth would depend on finding ways to unleash productivity by tackling 

a sub-optimal financial system and dismantling state enterprise domination in a number 

of protected sectors. The state sector remained a prime target due to its massive size and 

persistent low productivity. Although SOEs accounted for one third of industrial 

production, over half failed to generate a profit and had to be supported by politically 

directed bank loans. Indeed, half of loans from state owned banks went to money losing 

SOEs. 217 

Chinese leaders also faced mounting pressure to address the mounting costs of 

“externalities” imposed by a growth model premised on low-cost labor, repression, and 

lax environmental regulations. The decades of growth may have raised income levels to 

new heights, but it also spawned yawning inequality, choking environmental pollution, 

and levels of official malfeasance that infuriated the public.218 Years of underfunded 

government services exacerbated public anger as local governments resorted to illegal 

fees and exploitive practices to make up revenue shortfalls or simply failed to provide 

services.  Mass protest had increased in volume and severity.219 Left unaddressed, these 

problems of misrule threatened the CCP’s grip on power. 
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The nature of the economic challenge thus invariably entailed confronting directly 

the role of powerful interest groups and officials in sustaining inefficient and politically 

damaging practices. Chinese officials and scholars grimly recognized the steep political 

challenges confronting them.  A typical Chinese commentary, publishing in the party 

journal Outlook, observed in 2004 that “Non-economic factors are increasingly restricting 

our ability to achieve economic reforms.” The article explained that economic reforms 

“increasingly touch non-economic fields such as politics, the sources of political power, 

and the methods of the party's leadership.” 220 Lu Zhongyuan, a researcher at the State 

Council, similarly lamented that the situation in preceding decades in which “all of 

society benefits” from reforms had turned into a situation in which “only some people 

can benefit while some suffer from reforms.” The crux of the issue, he observed, lay in 

the “reallocation of interests, readjustment of social status, and the splitting-up of social 

groups.” He predicted that the implementation of reforms to improve the country’s 

economic prospects would generate “new conflicts one after another.”221 

These scholarly observations appeared to reflect thinking among the country’s 

leaders. At the 3rd Plenum of the 16th Party Congress, the central leadership under Hu 

outlined its policy agenda to improve the country’s economic prospects, a task his 

officials viewed as inseparable from the renovation of an outdated and dilapidated 

governance structure. Building on the program presented at the 16th Party Congress the 
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previous year, Hu pledged to deliver “people-centered” governance under the guidance of 

a “scientific development concept.” Hu Jintao called for policies that assured the quality 

and safety of consumer goods and such as food, higher quality social welfare services, 

and more sustainable development. This agenda reflected a view among top Chinese 

leaders that the country needed to move beyond its dependence on inefficient and 

wasteful legacy state-owned industries towards a more balanced, technologically 

advanced economy that provide incentives for talented professionals, knowledge 

workers, and entrepreneurs to work hard, innovate, and generate new businesses.222   

In a speech in 2003, Premier Wen Jiabao similarly acknowledged that improving 

the country’s economic performance depended on improvements to the government’s 

ability to “comprehensively perform its functions.” He underscored the importance of 

strengthening the government's functions of economic regulation but added “it is 

necessary to pay greater attention to the government's functions of social management 

and public services.” He called for the “coordinated development between the economy 

and the society, between the urban areas and the rural areas, between the eastern region 

and the western region, and between human beings and nature, and comprehensively 

raise the people's material and cultural levels and their level in health.”223 
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Developments related to central leaders 

To carry out an ambitious policy agenda, Hu’s administration would have to 

overcome severe political disadvantages that he had inherited from his predecessor, Jiang 

Zemin, including persistent central government weakness, a powerful elite, and severe 

public fragmentation. In terms of central government relations with the provinces, Jiang 

had overseen a number of recentralizing fiscal and budgetary reforms in the mid-1990s 

and measures to consolidate the center’s regulatory in policy areas such as environment, 

consumer/product safety, labor, land and so on. 224 However, these efforts only yielded 

partial and unsatisfactory results.  On the one hand, the recentralization efforts in some 

cases succeeded in constraining powerful, wealthy provinces. On the other hand, the 

same provinces usually remained strong enough to resist many of the central 

government’s demands. Moreover, the poorer provinces were usually too weak to carry 

out the policies directed by the center. As a result, many of the center-directed policies 

experienced uneven and suboptimal implementation.225 

China’s integration into the global economy exacerbated the problem of internal 

fragmentation and provincial resistance to central authority. Large influxes of FDI 

coincided with a continued decline in inter-provincial trade as a share of total trade in 

China through at least 2002. Over the same period, both intra-provincial and international 

trade climbed.226 The infusion of foreign capital resulted in a flourishing labor-intensive 
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processing industry in the rapidly developing southeastern coastal provinces that attracted 

migrant labor from the inland regions but generated only limited linkages and weak 

spillovers in return. Coastal cities benefited, but inland provinces fell further behind.227  

The wealthy provinces continued to resist decrees issued by Beijing that impinged on 

their economic interests.  For example, after issuing decrees prohibiting regional 

protectionism in 1982 and 1990, the State Council issued another regulation in 2001. Yet 

the new decree did little to reverse the fragmenting internal market.228  And despite 

repeated injunctions by the central government, local cadres continued to avoid enforcing 

labor, environmental and other regulations. They also continued to maintain lucrative 

monopolies that increased GDP and profits, but distorted prices and wasted resources. A 

2005 World Bank study noted that despite incremental progress in expanding linkages 

between wealthy provinces, the fragmentation of capital markets in particular had 

worsened over time, resulting in “large misallocations across industries.”229  Chinese 

scholars warned that central control over the provinces had become dangerously fragile. 

An article in party journal Outlook published in 2005 criticized provinces as having 

become “increasingly independent.” The article observed that the “relationship between 

central and local governments has changed from the previous subordinating relationship 
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between administrative organizations to a negotiating relationship between economic 

entities.”230  

Hu also inherited a weakening central leadership grip on the party. Hu presided 

over a CCP that seemed enervated by the years of rapid growth and ideological 

incoherence. In pivoting to support market-friendly reforms, the CCP’s ideology and 

“Marxist” identity seemed increasingly irrelevant and detached from reality. Echoing a 

view common among the China watching community of the time, one scholar observed 

that the CCP’s ideology had degenerated into a “post-Marxist patchwork doctrine” 

characterized by “intellectual fuzziness, inconsistency, and eclecticism.”231  Party 

discipline appeared weak, with widespread reports of corruption, demoralization, and 

official malfeasance.232  

Curbing the independence of the provinces and restoring party discipline under 

such conditions posed a formidable political challenge to any leader, even a strong and 

confident one. Yet the new president, Hu Jintao, faced serious political and structural 

impediments. Hu, a technocratic engineer, lacked the revolutionary credentials and 

personal charisma of Deng Xiaoping. He also faced a strong political challenge within the 

party by predecessor Jiang Zemin, who eagerly sought to protect his networks of clients.  

A prolonged transfer of power from 2002-2004 underscored the weakness of Hu’s 
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position. It took two years after he had ascended to the post of General Secretary before 

Hu finally appeared to have gained an upper hand over Jiang, but behind the scenes 

maneuvering would continue to plague a leader widely perceived to be relatively weak.    

Despite his personal liabilities and the resistance posed by Jiang’s networks, Hu 

by early 2004 had consolidated his position as the nation’s top ruler. In terms of 

controlling the security forces, Hu at last gained the position of the Central Military 

Commission (CMC) chair in 2003 and quickly promoting supportive generals to higher 

level positions while retiring those suspected of loyalty to Jiang. He also oversaw major 

changes to the military’s organization in 2004 and defense budgets, which appeared to 

strengthen the military’s loyalty, although how solid his grip really was remained 

untested, especially given his lack of military experience and the weakness of his client 

base in the military.233   

Developments related to elite opposition 

The resistance of subnational governments to central authority stemmed in large 

part from the power of the cadres in the provincial and local offices to marshal their 

considerable resources. Continuing trends underway for years, elites continued to make 

relative gains in wealth and power. The top 10% of income earners increased their share 

of national income to 45% in 2004, up from about 35% a decade earlier. The share of 

wealth increased dramatically as well, from 40% in 1994 to over 50% a decade later.234   
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Elites had gained a larger share of national income and wealth since the 1990s, 

and they also operated in a more collusive manner horizontally across political and 

economic domains and vertically through the highest reaches of government. To be sure, 

China’s political elites had long exploited their political connections and position for self-

gain.  In the 1980s and 1990s, for example, they launched careers in business in part by 

manipulating their government and political connections. But in the 2000s, newly arising 

business elites showed growing interest in getting involved in politics, in part to build 

their own government connections to support their businesses. The party’s offer of party 

membership to business professionals as part of the Three Represents ideology, 

formalized at the 16th party Congress in 2002, merely consolidated a tightening network 

of interlocking political and economic elites.235  

Collusion between the central government and sub-national elites through the 

1990s and early 2000s provided some useful benefits to Beijing, in that both shared a 

common interest in ensuring stability and sustaining rapid economic growth. However, 

the close collusion also carried heavy political costs, as local society became increasingly 

dominated by the interlocking political-economic elite. The local cadre in charge faced 

few constraints and strong incentives to carry out harsh and sometime illegal measures, 

such as excessive taxes and land seizures, to offset inadequate revenues and line their 

own pockets. The local elites also provoked public anger by remaining generally closed 
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to newcomers and through their reliance on corruption and nepotism to maintain their 

privileged positions.236 

The new elites also consolidated their position in a more subtle, insidious way that 

made controlling them more difficult. In the 1990s, Deng faced a fairly well-defined 

factional opposition whose vocal criticisms belied their organizational weakness. The 

opposition to Deng melted away once he overcame them through skillful political 

maneuvering, in part by mobilizing latent public support. But Hu faced a more diffuse, 

well-resourced, entrenched elite that controlled large segments of the same party state 

apparatus that he sought to lead.237  These new elites prioritized the protection of their 

lucrative interests over central directives to improve governance. The strong position held 

by these elites could be seen in the fact that they saw little need to publicly question the 

party’s ideological pronouncements. On the contrary, these elites found it far more 

effective to simply feign compliance while undermining the intent of central directives 

through the manipulation of bureaucratic processes and the informality of party 

processes. Despite the appearance of unity and cohesion, elite networks continued to 

jockey for protect their interests, evade accountability, and undermine central 

directives.238   

Thus, although the central leadership largely backed the local elites during the 

1990s when both profited from rapid growth, their interests diverged in the 2000s. 
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Beijing directed more efforts to alleviate public anger and end wasteful and unproductive 

practices in favor of higher productivity, but elites found these measures entailed a 

reduction in their profits and privileges and accordingly simply ignored or otherwise 

circumvented the central directives. As but one example, local officials ignored central 

directives to stabilize soaring real estate prices by hiding the prices and thereby securing 

profitable deals from developers.239  Chinese scholars harshly criticized the frequency 

with which local cadres refused to comply with central directives. One expert blasted the 

“common phenomena” of “failure to abide by the law, lax enforcement of law, and 

impunity for violation of law” among sub-national officials. He accused “some public 

officials” of “abusing their power, engaging in corruption, and knowingly violating the 

law.”240  Other scholars highlighted the problem of extensive collusion between 

government officials and economic actors. One expert observed that the “root of the 

problem” lies in the fact that local governments “ally themselves to groups seeking 

profits” and created “interrelated self-interest oriented groups.” He argued that such 

groups posed the “strongest resistance that impedes reform from moving forward.”241   
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Developments related to public cohesiveness 

Hu Jintao also inherited a country that had sustained severe social fragmentation.   

Inequality reached new heights in the 2000s. The Gini coefficient climbed past 0.40, a 

level identified by the World Bank as carrying an increased risk of political instability.242 

Although the people enjoyed rising incomes, their social welfare needs remained largely 

unmet outside of the shrinking state sector. As the non-state sector grew, the government 

proved incapable of keeping up with the demands for social welfare. Chinese scholars 

acknowledged that shrinking and reforming the SOE sector depended on progress 

towards building a national social welfare system, but neither had progressed very far by 

the early 2000s. One Chinese economist observed that without the construction of a 

robust social welfare system, “there is no channel to release the social burden that 

accompanies the state-owned enterprise reform.”243  What services the local governments 

provided varied widely by province, reflecting the country’s internal polarization. For 

example, by 2005, China’s richest province (Shanghai) had more than eight times the per 

capita spending of the poorest province (Anhui).244 

As of 2003, Chinese citizens still had few opportunities for political participation. 

The fragmentation and weak links between the public and the party raised fears that 

competing organizations could grow in the vacuum. The brutal repression of Falungong 

and other religious and other groups that sought to operate autonomously continued. In 
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the wake of “color revolutions” across Eastern Europe and the Middle East, Chinese 

authorities grew suspicious about “underground organizations” as well as NGOs.  Hu 

Jintao reportedly urged vigilance about these organizations and the Foreign Ministry 

established an office to more closely monitor foreign NGOs.245  

The mobilization of the public against self-enriching elites had long been a staple 

of Chinese politics, but developments since the 1990s had rendered this option less viable 

at a moment when central leaders urgently needed it. Chinese officials recognized the 

imperative of strengthening the central government’s ties with the people and expanding 

their ability to participate in politics as a way to hold local officials accountable. To help 

bridge the gap between the people and the central government, authorities promoted 

ideals and values drawn from traditions outside of Marxism. Officials promoted, for 

example, Confucius and other classical thinkers who espoused harmony between rulers 

and ruled.246  Officials also cultivated nationalist fervor, as they did when Japan’s prime 

minister visited its military shrines in Yasukuni in 2005.247 However, officials continued 

to manage patriotic sentiment carefully, aware that it presented a double-edged sword 

that could threaten CCP rule if mishandled.248 A few experts, such Beijing University 

scholar Yu Keping, recommended the adoption of democratic practices to strengthen ties 
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between the people and the central government.249 Many more scholars advocated 

measures to at least improve the transparency of decision making and expand information 

disclosure as a way to bolster public trust in the government.250  These recommendations 

went unheeded.  

IV Measurement 1, Mid-2004 

 

 

 
Table 4.1. IV Measurement 1.1. Strength of Central Leadership, Mid 2004 

Independent 

variable 

Measurement Note 

Central 

government 

control 

Partial Wealthy provinces continue to resist central 

decrees, poor provinces lack resources- resulting 

in uneven policy compliance. 

Central control of 

military  

Dominant Hu gains formal control of security forces, 

promotes loyalists. No sign of disaffection. 

Political control Partial Hu still consolidating control of PBSC, 

ideological authority doubtful, party discipline 

week, corruption high despite progress in 

professionalization. 
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Hu Jintao gained control of the security forces but had just overseen the launch of 

a major effort to overhaul the CCP’s identity and function as a governing party. The 

central government continued to face resistance to its authority from provinces. 

 

 
Table 4.2. IV Measurement 1.2. Strength of Elite Opposition, Mid 2004 

Independent 

variable 

Measurement Note 

Elite share of 

national wealth 

Extensive High and climbing 

Elite collusion Extensive Strengthening of interlocking elites at local level 

as CCP welcomes entrepreneurs as members 

Disposition of elite 

interests to center’s 

policy agenda 

Divergent Elite enrichment depends on monopoly, market 

fragmentation, repression at odds with center’s 

focus on market integration and better 

governance 

 

 

 

The elites accrued a still larger share of national income and wealth. Recent 

measures designed to coopt rising business elites accelerated the formation of an 

interlocking elite consisting of government officials and entrepreneurs. The elites also 
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stepped collaboration to more effectively protect their privileges in an atmosphere of 

growing antagonism with the central government.  

 

 

Table 4.3. IV Measurement 1.3. Public Cohesiveness, Mid 2004 

Independent variable Measurement Note 

Economic 

cohesiveness 

Fragmented High informality, weak social safety net, 

increasing foreign investor presence in the 

business sector, segmented and poorly 

integrated internal market 

Political cohesiveness Fragmented Few opportunities for public participation 

and increasing public anger at unresponsive 

local government  

Socio-cultural 

cohesiveness 

Fragmented Surging inequality, increasing societal 

pluralization, regional inequality, and 

stepped up repression 

 

 

 

China’s deepening integration into the global economy exacerbated social 

fragmentation as the informal sector grew, foreign invested enterprises drove a larger 

share of economic growth, and a politically disconnected populace experienced 

deepening insecurity, inadequate social services and official malfeasance. 

 

 

Table 4.4. IV Measurement Summary: Mid-2004 

Independent variable Measurement “Enabling configuration” 
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Central leadership Weak Strong 

Elite opposition Strong Weak 

Public cohesiveness Fragmented Cohesive 

  

 

 

The political situation in 2004 appeared unfavorable to the central leadership’s 

plans for improving the country’s economic performance, with the values of the IVs the 

near complete inverse of the “enabling configuration.” A weak central leadership facing a 

strong elite opposition alone provided grounds for pessimism, but prospects dimmed 

further due to the severe fragmentation of the public. To shape the values closer to those 

of the “enabling configuration,” China’s central leadership would need to find a way to 

strengthen central power, restore discipline and cohesion to the CCP, ensure tight control 

of security forces, weaken the power of elites, and enhance the cohesiveness of the 

public- all without provoking debilitating political conflict.  

Intervening developments 1 (2004-2007) 

To cope with the simultaneous issues of central government weakness, disarray in 

the CCP, entrenched recalcitrant elites, and popular fragmentation, central leaders under 

Hu devised a political strategy that built on Jiang’s strategy of coopting business elites. 

They sought to remake the CCP and government into modern, competent rational 

bureaucratic actors capable of governing an increasingly wealthy, modern, pluralistic 

society- an ambition well captured in the 4th plenum decision of the 16th Party Congress, 

to abandon the CCP’s old identity as a “revolutionary party”  in favor of that of a 

“governing party.”  As part of the new paradigm shift, the CCP no longer claimed to 
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merely represent the “revolutionary forces” of proletarian workers and peasants, but 

instead sought to represent the whole nation. In practice, it based its power among the 

political, intellectual and economic elites who managed the country’s new economy.  At 

the same time, the central leaders sought to transform these elites from cadres who 

narrowly defended their interests, often to the detriment of the nation’s welfare, into 

professional technocrats who realized their own self-interests through the implementation 

of policies set by the central leadership.251   

The adoption of the governing paradigm carried profound implications for the 

party’s ability to carry out major, multi-sector policies.  In aligning the central leadership 

ever more closely with the elites responsible for managing the country’s revitalization, 

central leaders inverted the party’s decades-long formula for political success. The new 

paradigm proposed to exchange a traditional focus on mobilizing the masses against 

privileged elites who defended the status quo (an idea which had in fact largely died out 

since the party leadership initiated reform and opening up in 1979, though it persistent in 

a weak form through Deng’s tenure) for one of mobilizing the elites to more effectively 

manage the masses.252  This development raised a significant political conundrum. How 

could central leaders at the same time increase their political dependence on elites and 

convince the same elites ted to adopt policies that undercut their own interests?  
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The political strategy that the central leadership adopted to resolve this 

conundrum consisted of a broad effort to institutionalize and regularize party processes 

and procedures and promote the professional development of the cadre corps through 

training, education, and exhortation.  It sought, in short, to transform noncompliant, 

corrupt, and inept cadres into educated, competent, highly professional officials capable 

of administering the country in a manner that advanced their enlightened self-interests. If 

successfully implemented, the central leadership would have achieved their goals of 

strengthening party discipline, improving governance, and curbing the defiance of elites 

all in a manner that avoided overt conflict between the center and elites. This technocratic 

vision likely appealed to central leaders eager to avoid repeating the destructive political 

conflicts of the pre-reform period. It also well suited the conflict-averse personality of Hu 

Jintao. 

In subsequent years, the central government undertook a number of initiatives to 

implement this political strategy. Authorities offered incentives for compliance by, for 

example, easing up on anti-corruption drive. According to one study, the rate of 

prosecution declined by almost half between 1995 and 2006. The study noted little 

evidence that the decline owed to a reduction in real corruption.253   More likely, it was a 

political decision, perhaps as part of Hu’s efforts to encourage cadres to comply with his 

new policy agenda.  
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Starting around 2001 and lasting through the decade, the party also issued 

numerous regulations, rules, and laws that detailed standardized procedures for decision-

making, recruitment, promotion, retirement, and discipline.254 In 2004, for example, the 

Central Committee promulgated a set of regulations on “inner-party supervision” that 

aimed to institutionalize many procedures and improve the accountability and discipline 

of party cadres.255 Many western scholars noted the striking emphasis on the 

standardization of procedures and policies and processes. Bruce Gilley regarding Hu 

Jintao’s governing style as one of “proceduralism.” He concluded that a main point of 

Hu’s approach was to improve the quality of decision-making with more transparent and 

rigorous procedures.256 The CCP also reinvigorated traditional methods of enhancing 

discipline and build consensus in favor of Hu’s policy agenda. In 2003, Hu initiated a 

series of political campaigns, the most important of which was the “Campaign to 

Maintain the Advanced Nature of the Party.” The campaign aimed to strengthen the 

party’s cohesion and leadership and purge ineffective members.  At the close of the 18 

month campaign in July 2006, Chinese media reported that nearly 3 million heads of 

party organizations received intensive training and 44,738 members were expelled from 

the CCP.257 The CCP also invested considerable effort into professional development. 
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Party officials accordingly expanded training and education in hopes of building a more 

competent and professional cadre corps.  

Authorities also revamped recruitment, evaluation and promotion criteria and 

procedures in hopes of incentivizing cadres to comply with central edicts and govern 

more responsively.258  Beginning in the early 2000s, local cadres began to be evaluated 

according to a set of indicators, including a number of economic, social, and political 

targets.259  However, the revised assessment proved to have little effect, in part because 

indicators for social welfare measures proved difficult to quantify, required long-term 

sustained efforts, and competed with the more easily quantified economic indicators that 

played a decisive role in the promotion or demotion of the officials.  Accordingly, the 

central leadership under Hu tried again to revise evaluation criteria to include non-

economic indicators as part of “scientific development.” This revision met with only 

incrementally better results, however.260  

The political measures were not utterly futile. The introduction of long overdue 

education and professional training, regulations, and promotion criteria helped improve 

the competence, resilience, and accountability of the cadre corps. However, these 

measures by themselves failed to provide a compelling incentive for elites to abandon 

their rent-seeking behavior for the sake of the center’s agenda. Nor was there a 

compelling means of enforcing compliance. As Hu would learn in the coming years, 
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institutions, rules, and regulations do not enforce themselves. Any hope that central 

leaders may have had that elites would be persuaded to accede to the loss of substantial 

income and privileges was bound to be disappointed.  At the end of the day, the elites 

were free to comply with Beijing’s vision, overtly defy Beijing, or- what tended to 

happen- publicly affirm their intent to comply while in practice withholding compliance. 

Hu’s strategy was thus fundamentally undermined by the CCP’s increased dependence on 

elites. When central leaders under Jiang and Hu adopted measures to coopt and elevate 

the competence of elites, it did so at the price of weakening further its ability to control 

the elites upon whose rule the central government’s legitimacy increasingly rested.  

The same decision also carried important implications for the center’s relationship 

with the public. The central leadership’s decision to base its political support on the 

nation’s political and economic elites weakened an already badly frayed relationship 

between the center and the public. This would make it even more difficult for the center 

to mobilize the people to support its agenda, which in turn merely aggravated the center’s 

dependence on elites. Given the inequality and growing power of elites and the weakness 

of the public owing to profound fragmentation, powerful cadres became well positioned 

to advance their interests under the political cover provided by the center.  

Developments related to central leaders 

During this period, the central leadership led by Hu Jintao focused on improving 

the central government’s authority over the provinces, bolstering national unity, and 

strengthening political discipline and control over the party. In terms of the center’s 

relations with the provinces, Beijing continued efforts to reduce internal fragmentation 
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through large scale transfers. After promulgating a “Go West” policy in 2000, the central 

government transferred US$ 50 billion to the western provinces from 2000 to 2005, 

accounting for 52% of their provincial budgets.261 China also provided incentives for 

foreign investors to move to those regions. Development accelerated, but the 

overwhelming majority of investment continued to focus on the coastal provinces.262 As a 

result of the investment stimulus, GDP growth accelerated in the western provinces, 

although through 2006 the gap between coastal and inland provinces experienced little 

change.263  Indeed, studies remain inconclusive as to the effectiveness of the “Go West” 

affiliated programs in reducing intra-regional inequality.264 

Beijing also revived efforts to crack down on the autonomy of provinces. The 

central leadership targeted in particular the pernicious protectionist and monopolistic 

practices that left the domestic market fragmented and wasted resources through 

redundant and inefficient economic practices. In 2007, the central leadership passed a law 

outlawing administrative monopolies.265 An article in a CCP journal, Seeking Truth, 

explained the reason for the law, denouncing unnamed local officials for “abusing their 

administrative power to eliminate or restrict competition” and “maintaining regional 
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blockades.”266  However, the enforcement powers that came with the law proved so weak 

that the law’s passage scarcely reduced the practices.267  

Hu’s efforts to consolidate his leadership of the security forces continued apace. 

The security forces continued to experience generous budget increases and Hu promoted 

into positions of authority more generals who might support his authority. Moreover, Hu 

directed a high rate of leadership turnover in part to reduce the risk of military leaders 

growing too powerful. Western analysts of the time noted the military’s increasing 

acceptance of meritocratic criteria and norms for retirement. No signs of overt opposition 

to Hu’s rule appeared, although absent any crises that might test his control, it was 

difficult to judge definitely the extent of Hu’s control, given his weak power base in the 

military.268 

Hu also experienced mixed progress in consolidating his position within the CCP. 

On the one hand, the 17th Party Congress held in 2007 confirmed Hu Jintao and his policy 

agenda of balanced, sustainable growth, signified by the pervasive slogan, “scientific 

development.” Inscribing this concept into the party’s guiding ideology added impetus to 

Hu’s efforts to direct relevant policies.  On the other hand, the central leadership 

deemphasized Hu’s personal authority as part of a broader trend of bolstering collective 

decision-making and institutionalizing power. This trend also weakened Hu’s personal 

authority and invited rival elites to exploit collective decision-making arrangements to 
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block and frustrate policies that might cost them dearly. Underscoring this point, efforts 

to tighten discipline in the party yielded disappointing results.  Despite government 

pledges, the crackdown on corruption yielded meager fruit and the problem did not 

appear to most observers to have appreciably diminish.269  

Under Hu, the central leadership stepped up measures to strengthen rules, 

regulations, and professional training to bolster discipline, improve official competence, 

and incentivize elites to comply with central directives. Starting in the early 2000s, the 

central leadership increased training and education requirements for party officials. One 

notable development was the annual provincial and ministerial leaders training session, 

which began around 2003 and in itself underscored the power by sub-national elites and 

their counterparts in the central ministries. The annual training session typically featured 

a speech by the General Secretary and served as a venue to socialize and build consensus 

on top policy priorities identified by the central leadership.270  The Central Committee 

also continued to issue regulations and detailed procedures on issues such as performance 

evaluations, decision-making and discipline, as well as cadre rotational policies to 

improve the responsiveness of cadres to center demands.271  Hu also directed efforts to 

systematize the ideology and render it more coherent and useful for purposes of 

governance. In 2005, China established a new Research Academy on Marxism.272 Over 
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500 experts and scholars took part in a multi-year effort to systematize the party’s 

guiding ideology, which they completed in 2006.273  

These efforts yielded modest results, but far less than what the central leaders 

required. The expansion of training and education requirements, weeding out of poorly 

qualified and inept cadres, and standardization of many procedures and norms noticeably 

increased the meritocratic qualifications of party officials. It also facilitated the 

differentiation of functions among the bureaucracy and rendered some political processes 

more transparent, stable, and predictable. Western observers noticed improvements in the 

resilience and effectiveness of CCP rule. Andrew Nathan cited these features when he 

coined the phrase “resilient authoritarianism” to explain the CCP’s unusual 

organizational strength and success in avoiding the grim fate of its Soviet counterparts.274  

However, the effects of the changes could be easily overstated. While these developments 

may have improved the educational qualifications and professional skill quality of party 

officials, they did not provide a compelling incentive for officials to abandon the 

lucrative practices that depended on inefficient and unproductive economic practices.  

Nor did they stop their illegal and abusive practices that angered the public. The 

systematization of the party’s ideology may have rendered it more coherent and useful 

for party theorists, but it did not do much to reinvigorate popular enthusiasm for the 

CCP’s socialist ideology.275 In short, Hu made have had gains in consolidating his 
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personal network in the security forces, but the central leadership made little progress in 

asserting its control over the provinces, over party officials, and in improving its appeal 

to the public.  

Developments related to elite opposition 

During this period, the strength of elites began to stabilize at a high level. The 

share of national income increased for the top 10% leveled off at around 43% over this 

period, owing in part to the effects of policies that prioritized more equitable growth. 

Structural transformations may have also had an impact, such as a shrinking rural labor 

force, which caused wages to grow more rapidly than output.276 However, the share of 

wealth increased from around 51% in 2004 to 56% three years later, which showed that 

the elite continued to successfully exploit their positions to accrue resources.277 

Problems of collusion between interlocking elites persisted.  During this period, 

media attention focused on problems of weak enforcement of regulations due to major 

scandals. Entrenched bribery and extensive patronage networks led to official tolerance 

of unsafe foods and shoddy products.278 To maintain growth and maximize employment, 

cadres also maintained internal provincial trade barriers and protected inefficient 

companies as well as wasteful, nonproductive industries. The imperative to maintain 

clients and cronyistic incomes also encouraged cadres and their backers to value loyalty 

over competence for key positions and continue practices that infuriated the masses such 
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as land sales and tolerance of ecological devastation by industry. Powerful SOEs and 

their political patrons also demanded banks prioritize lending to the unproductive and 

inefficient industries, even as private enterprises starved of capital. Scholars described a 

“shadow state” in which informal cadre networks featuring personalized rule, 

bureaucratic behavior, and corruption serve the needs of local cadres and often 

disregarded the needs of the public.279 

One reason why the collusion had grown so pervasive is that it well suited 

China’s recipe for rapid growth. Scholars have also emphasized the importance of 

personal networks for China’s recipe for rapid economic growth. One expert has 

described how collusive personal networks of officials stretched across different 

functional units within a local government, allowing cadres to waive regulations and cut 

through red tape to start businesses.280    

By 2007, it had become apparent that the effort to bring the elites under the 

control of the central leadership through administrative and regulatory methods had 

failed. Non-compliance remained rampant, corruption and malfeasance continued apace, 

and many key policies remained unimplemented, even though the officials responsible 

for policy implementation routinely participated in training sessions, approved plans to 

carry out central directives, and even penned articles than effusively praised the policies 

that they in practice ignored. Scholars bitterly criticized the cynical behavior they 

observed of many cadres. One article remarked, “The relevant state laws and inner-party 
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regulations have been promulgated, but they do not completely resolve the problem of lax 

implementation of and hindrance to the government orders.” It blamed “ineffective 

implementation of policies” on inadequate “supervision.”281   

Developments related to public cohesiveness 

The challenge of disciplining and controlling an exceptionally wealthy and 

powerful elite by a weak central leadership was formidable enough. But the challenge 

became even more daunting due to the center’s lack of a strong ally in the form of a 

cohesive public that could be mobilized. At the moment when the central leadership 

needed, more than ever, a highly cohesive public who could be mobilized to support the 

center against elites, it faced a populace that had become extremely fragmented. Social 

inequality remained high, for example, with the Gini coefficient reaching 0.49 in 2008, 

making China one of the most unequal societies in the world. The bottom 50% of income 

earners saw their share of national income fall to 15% from 20% a decade earlier.282   

China’s integration into the global economy aggravated problems of labor 

fragmentation.  Increasing globalization, as measured by international trade volume and 

used foreign direct investment (FDI), correlated with an increase in the informal 

economy in China. The correlation was created largely by the subcontracting system 

typical of emerging globalizing economies of the time. In this system, manufacturing 

processes became decomposed into tasks and sub-tasks, which could in turn be 

subcontracted to small-scale firms and informal specialized factories to minimize costs. 
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China experienced a rapid expansion of many informal factories or small workshops 

developed to satisfy the need of the global sub-contracting production system. This 

system became a critical ingredient of China’s low labor cost competitive advantage as a 

center of global production. Local governments tolerated the informal workforce to retain 

the low-cost advantage in competing for global capital.283  This factor also helped drive 

the decline of the formal industry and rise of informal work force. Informal employment 

has grown from 15,000 workers in 1978, when economic reforms began, to more than 

168 million in 2006, representing over 60 percent of total urban employment.284   

In fact, the evolution of the global economy presaged developments which drove 

China’s economy in a direction sharply divergent from that of smaller Asian economies, 

such as Taiwan, South Korea, and Singapore. For one, the sheer size of the workforce 

rendered unlikely the possibility that China would ever reach the “Lewis turning point” in 

which all available surplus labor would be employed in a modern formal economy. 

Employment in the urban formal sector has increased by only 20 million laborers after 30 

years of marketizing reforms, from 95 million in 1978 to 114.9 million in 2006. As one 

scholar pointed out, to reach the Lewis turning point, formal employment would have to 

expand first by another 168.2 million to absorb those now in the informal urban economy 

and then absorb yet another 150 million surplus labor in the countryside. Formal 

employment, by the calculation of one scholar, would have to have expanded by 16 times 
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more than the number added to the formal economy in the past 30 years. And that would 

still leave 80 million employed in local township-village enterprises and 150 million 

employed in low-paid farming.285  But trends of premature industrialization were already 

underway, suggesting such a development would never happen. Throughout the 1990s 

and 2000s, China’s workers received a shrinking piece of the expanding economic pie. 

Labor’s share of the GDP declined from 53 percent in 1990 to 39.7 percent in 2007. This 

stood in stark contrast to most other countries, where labor’s share of GDP usually 

ranged from 60 to 80 percent.286   

As protests mounted over the increase in inequality and the stresses of informal 

employment with minimal benefits became the norm for vast numbers of urban workers, 

authorities tried new strategies to elevate the living standards of the public. Over the past 

decade, the Ministry of Labor had attempted several measures to expand social insurance 

policies among the non-public enterprises. But these had all failed, in part due to the 

fragmentation of the enterprise sector. With foreign-invested enterprises driving half of 

the country’s GDP growth, local governments depended heavily on foreign enterprises to 

provide growth, jobs, and tax revenues. Competition for foreign companies incentivized 

local governments to waive requirements to provide benefits to workers. Moreover, 

workers distrusted the social insurance programs administrated by the state due to fears 

that corrupt cadres would simply steal their contributions to relevant accounts. 287 
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With the center’s closer alignment with elites manifested through the adoption of 

the governing party paradigm, the party’s political links with the people decayed further. 

The central leadership became concerned that popular discontent owing to unresolved 

problems of inequality, official malfeasance, and other issues could erupt into broader 

protest. To forestall such a situation, Hu directed major moves in 2005 to tighten control 

of the Internet, limit foreign involvement with the Chinese media, and more closely 

monitor the operation of both domestic and international non-governmental organizations 

(NGOs). In June of 2005, all Chinese websites and bloggers were required to register 

their real names with authorities or risk being closed down by the end of the month. Later 

that year, the government issued new rules outlining tighter censorship of the Internet.288  

However, in the absence of meaningful opportunities for political participation and the 

center’s inability to curtail the power of the local interlocking elite, officials regarded 

censorship and tightening control of the media as essential for maintaining order.  In 

carrying out crackdowns on the media and NGOs in 2004, officials tended to cite the 

problem of rumors and a high level of public distrust as justification. One scholar also 

noted that the inadequacy of the country’s social safety net and persistent underfunding 

meant officials would be unlikely to fulfill many of the demands that might be raised by 

the citizens. He suggested permitting freer expression could simply result in a further 

erosion of popular trust in the government. 289 
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The government made halting steps to expand the accountability of officials to the 

public. Party officials announced in 2006 elections would be held for leaders of 

committees at the provincial, city, county, and township levels.  The officials stated that 

the purpose of the elections was to help “realize the strategic goal of building a socialist, 

harmonious society.” Although the public would not vote on the candidates directly, the 

article stated, “opinion would be sought from different groups and that the public would 

have an opportunity to “air their views on the candidates.”290 But a few years later, 

Beijing would reverse course due to pressure from the same elites and fear that the 

discontent might spread. 

In another effort, central leaders outlined a set of policies aimed in part at 

bolstering the center’s ties with the masses. In 2005, officials promoted a slew of policies 

designed to address social welfare needs and restore stability under the moniker of a 

“socialist harmonious society.” Scholars explained that this vision entailed a “society of 

consensus or unanimous agreement” in which the people and officials agreed on “detailed 

economic rules and policies” and relied on making decisions in a “scientific” and 

“democratic manner so that government policies will benefit as many people as 

possible.” 291 Hu himself defined the idea as building a society serving “the fundamental 

interests of the people” and featuring “democracy, the rule of law, equity, justice, 

sincerity, amity, and vitality” while stressing that the regime must pay attention to social 

justice.  What this implied was that social concerns such as income disparity, corruption, 
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pollution, social stratification, and social unrest should be accorded an importance on a 

par with economic growth in party theory and government policy.  Yet with local 

governments responsible for 70-80% of the social welfare spending, the reality of such 

statements depended on whether local cadres would choose to carry them out. And as 

before, few opted to carry out policies that would undercut their careers and incomes. The 

persistent underfunding of local governments similarly resulted in a dearth of services 

and frequent abuses of authority left the slogan mostly hollow to many citizens. 

IV Measurement 2, Late 2007 

 

 

Table 4.5. IV Measurement 2.2. Strength of Central Leadership, Late 2007 

Independent 

variable 

Measurement Note 

Central 

resolve 

Partial Continued resistance by provinces to policy 

implementation 

Control of 

security forces 

Partial Hu continues to build a network of supporters, 

although his grip remains untested. 

Control of 

political 

apparatus 

Partial Hu’s signature concepts elevated at 17th PC, 

although his personal authority downplayed, cadres 

continue to resist disciplinary action, corruption 

appeared undiminished 

Assessment of central strength Weak 
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Hu made progress in consolidating his leadership of the party and military. The 

government continued to recentralize its powers, but provincial compliance with central 

decrees remained uneven and the party’s efforts to strengthen its coherence and discipline 

yielded mixed results at best. 

 

 

Table 4.6. IV Measurement 2.2. Strength of Elite Opposition, Late 2007 

Independent 

variable 

Measurement Note 

Elite share of 

wealth 

Extensive Elite share of national income stabilized but share 

of wealth continued to climb 

Elite collusion Extensive Despite some differentiation owing to new 

meritocratic requirements, the interlocking elites 

remained a dominant force in local society. 

Elite-center 

congruence 

Divergent Beijing’s pursuit of a more balanced economic 

strategy encounters strong resistance from elites  

Assessment of IV2 Elite 

opposition 

Extensive 

 

 

 

Chinese leaders made little headway in overcoming elite resistance. The elite 

share of income stabilized at a high level, but the center’s efforts to persuade elites into 

compliance through professional development and the expansion of a regulatory and 

institution-building regime did not fundamentally weaken the collusive nature of elite 
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power or their share of national resources. Nor did efforts to socialize and professionalize 

the cadre corps succeed in persuading the same officials to abandon inefficient and 

politically damaging policies.  

 

 

Table 4.7. IV Measurement 2.3. Public Cohesiveness, Late 2007 

Independent variable Measurement Note 

Economic 

cohesiveness 

Fragmented High informality, insecurity, global 

production, segmented domestic economy 

Political 

cohesiveness 

Fragmented Authorities promote “harmonious society” 

vision, but no new means of participation 

Socio-cultural 

cohesiveness 

Fragmented Surging inequality, regional inequality, 

heightened repression 

 

 

 

Public fragmentation intensified, in part due to the country’s deepening 

integration into the global economy and the onset of a premature industrialization. With 

urban employment mostly informal and local governments competing in a “race to the 

bottom” to attract foreign capital by underfunding services, increasing repression and 

absorbing externalities, labor experienced greater informalization. And having allied 

closely with elites, the central government severely undercut its public appeal, 

diminishing further its ability to mobilize popular support. Accordingly, central 

authorities stepped up repression to control challenges to the authority of local officials 

even as they tried with little success to step up political ties to the public. 
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Table 4.8. . IV Measurement Summary:  Late 2007 

Independent variable Measurement “Enabling configuration” 

Central leadership Weak Strong 

Elite opposition Strong Weak  

Public cohesiveness Fragmented Cohesive 

 

 

 

The lack of change in the values of the IVs after 3 years provided grounds for 

pessimism. Little progress had been made in moving closer towards the enabling 

configuration. Given the persistent weakness of the central government, the strength of 

elite opposition, and the deep fragmentation of the public, the central government faced 

dwindling prospects of successful implementation of its major, multi-sector policy 

initiative.  

Intervening developments 2 (2008-2010) 

In this period, the central leadership’s struggle to carry out its major, multi-sector 

policy initiative suffered a serious setback with the emergence of the global financial 

crisis. The crisis spurred major job losses and exacerbated popular unrest. To staunch the 

loss of jobs and maintain economic growth, the center dramatically increased spending, 

primarily by expanding credit access to SOEs through state banks. This mostly 

strengthened the hand of elites and shored up the low productivity state sector.  Central 

leaders grew increasingly frustrated and embittered by the recalcitrance and non-
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compliance of subnational elites, and the period ended with a general failure to oversee 

the desired economic transformation. 

Developments related to central leaders 

In this period, the central government experienced little progress in its efforts to 

recentralize power and compel policy compliance among the subnational governments.292  

Exasperated senior officials grew even more pointed in their criticisms of subnational 

governments. In a 2009 speech, Premier Wen Jiabao called for measures to break up 

provincial protections and curb the problems of regulatory non-compliance. Reflecting 

the lack of progress over the years, he highlighted persistent issues of “monopoly in 

industries and regional blockades” and the “production and sale of fake and shoddy 

commodities.” Responding to the popular fury over mislabeled food and medicine, he 

pledged an “in-depth special campaign to improve the safety of food and medicine.” 

Hinting at the broader structural problem that impeded progress, Wen denounced 

“malpractices in the political structure” that had “become the main constraining factor in 

the way of changing the pattern of economic development.” 293 Party journals routinely 

lambasted cadres for not carrying out their duties. One typical article denounced 

“activities not in conformity with the party's nature and purpose.”  It stated that “policies 

and plans made by the party Central Committee have not been carried out seriously.”294 

                                                 
292

 Zheng Yongnian, 2009. 

293
 Hou Shaowen, "It Is the Will of the People To Push Forward the Political Structural Reform" [Tuijin 

Zhengzhi Tizhi Gaige Shi Renmin De Yuanyi], Study Times [Xuexi Shibao], September 13, 2010. 

294
 Qi Weiping, "Boosting the Party's Ability To Govern at the Grassroots 

Level as Viewed From the Characteristics of China's Political Party System" [Cong Zhongguo Zhengdang 

Zhidu De Tedian Kan Tigao Dangde Jiceng Zhizheng Nengli], Study Times [Xuexi Shibao], June 15, 2010. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

219 

 

Western scholars similarly noted high levels of non-compliance among cadres, which 

some studies attributed to weak accountability mechanisms.295 

Recognizing the problem, the Fifth Plenary Meeting of the 17th CPC Central 

Committee in 2010 called for "actively and safely promoting political structural reform 

and constantly promoting self-perfection and development of the socialist political 

structure." 296 Senior leaders and scholars associated with the Central Committee 

bemoaned the unresponsiveness and inadequacy of the existing government structure and 

called for structural change.  Citing Premier Wen Jiabao’s speech on the same topic, one 

articled in the party school journal Study Times stated, “Our failure in political structural 

reform will take away what we have gained from economic structural reform and make it 

impossible to attain our modernization goal.” It warned that failure to make changes 

would “ultimately lead to the death of our cause.”297   

Party officials adopted a variety of measures designed to improve the 

accountability of cadres to the public. After years of new regulations, authorities issued 

new procedures for cadre selection and appointment to include steps such as “democratic 

recommendations, organizing inspections, standing committee considerations, decisions 

at standing committee meetings, and democratic evaluations.” However, party officials 

grew dismayed to learn how cadres had learned to circumvent the intent of each step 

while following them to the letter. An official in the CCP’s Organization Department 
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explained that “assorted problems crop up at every step, defeating the purpose behind the 

system’s design.”  He gave an example, noting that “democratic recommendations” were 

supposed to enable peers in the party to nominate high quality candidates. However, in 

practice candidates manipulated the procedures to maintain their grip on power through 

lobbying and by selecting who could vote.298 Similarly, in 2006, official media trumpeted 

a shift to “democratic” election of party committees at the local level. Three years later, 

however, the CCP had reversed course and moved towards recentralization of the 

process, with the provincial government assuming the powers of electing and appointing 

country party secretaries.299 Western scholars concluded that the central government’s 

focus on building up a law-based form of rule had made some progress but did not live 

up to high expectations. For example, the institution and law-building efforts had failed 

to “check abuses of power, unlawful actions, and reform-undermining behavior in the 

party-state.”300  Observers also noted that the provinces and areas that experienced the 

highest rates of growth often featured severe human rights violations. 301 

By the end of Hu’s reign, evidence surfaced that suggested even his grip on the 

military and security forces may have eroded. Corruption in the PLA festered throughout 

both Jiang and Hu’s tenure, especially among individuals involved with the lucrative 

logistics and personnel sectors.  In 2006, reports emerged that former PLA Navy Deputy 
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Commander Vice-Admiral Wang Shouye siphoned off 160 million yuan when he was a 

General Logistics Department deputy director.302   Even more alarming was the case of 

senior general Gu Junshan, who defied the military’s disciplinary office when it sought to 

investigate the general for corruption. Hu Jintao reportedly had to personally intervene 

and direct the party’s disciplinary office, the CCDI, to carry out the inquiry.303  

Under Hu Jintao, Beijing had sought to reduce the power of these local power 

networks and to build popular support for a broader agenda of economic and governance 

reform. But central authorities simply lacked the capacity to manage all the country’s 

problems and had little choice but to rely on subnational officials, who in turn exploited 

the center’s dependence on them for advantage.304  An example of the central 

leadership’s ultimate backing for local cadres over the public can be seen in how officials 

who anger the people were generally treated. Chinese press mentioned how in many 

cases cadres fired over “mass incidents” were “transferred to positions at the same or 

even higher levels.” One scholar noted that as long as cadres “do not make big blunders” 

and can "get the situation under control," they can continue to abuse the rights of 

locals.305  The result was stability and sustained growth, but failure in implementing 

structural changes and continued disaffection among the public.  

                                                 
302

 Jonathan Watts, “Mistress Turns in Corrupt Chinese Vice Admiral,” The Guardian, June 15, 2006.  

303
 John Garnaut, “Rotting from Within,” Foreign Policy, April 16, 2012.  

304
 David Lampton, Following the Leader: Ruling China, from Deng Xiaoping to Xi Jinping, Berkeley, 

CA: University of CA Press, 2014. 

305
 Dong Ruifeng, "New Ordeals for the Ruling Party's Mass Work” [ZhiZheng Dang Qunzhong Gongzuo 

De Xin Kaoyan], Outlook [Liaowang], No. 44, November 1, 2010. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

222 

 

Developments related to elite opposition 

Although the elite share of income remained stable, with the top 10% earning 

about 43% of the nation’s income, the share of wealth controlled by the country’s elite 

continued to grow. By 2009, less than 1 percent of Chinese households controlled more 

than 60 percent of the country’s wealth (by comparison, 5 percent of the households in 

the United States owned 60 percent of the wealth that year). 306  The elites who became 

the backbone of the regime consisted of party-state bureaucrats with extensive 

connections to developers, enterprises, and other powerful leaders. These collusive 

networks controlled lucrative government revenues and state assets. 

The efforts to recentralize power had also ironically increased the influence of 

special interests on higher levels of government.  In the early 2010s, provinces and 

industrial and commercial associations set up “representative offices” in Beijing to 

cultivate good relations with key decision makers in relevant bureaucracies. Businesses 

and governments at county levels quickly imitated this tactic in provincial capitals. David 

Lampton concluded that lobbying for favorable exemptions to policy had grown routine 

across multiple levels of government, which further undermined the enforcement of 

central policy directives.307 

The government’s response to the global financial crisis exacerbated problems for 

the central government because it shifted large amounts of resources into the hands of 

elites. Chinese state media and independent international analysts agreed that the stimulus 
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money was mainly poured into the public sector and construction and infrastructure 

projects. Such sectoral projects had become a major source of corruption among party-

state cadres, providing many opportunities for them to pocket public funds.308  

SOE reform efforts also experienced setbacks, due to other effects of the stimulus 

response to the crisis.  Government officials learned to use political and administrative 

means to merge enterprises in order to create giant monopolies, simply for the sake of 

appearing to be “big” and thereby protect their companies. These patched together “big” 

SOEs lacked the capacity for innovation, efficiency and competitiveness, since they 

relied primarily on administrative monopiles for profits.309 Despite the center’s pledge to 

reduce the burdensome and inefficient state sector, the value of assets of state -owned 

national enterprises skyrocketed to $3.17 trillion in 2009 from $1.077 trillion in 2002.310 

Other problems of local abuses that were lucrative but illegal flourished. A 

particularly vexing problem involved the illegal seizure and sale of land. The importance 

of land tax revenues have grown in conjunction with China’s booming housing market, 

going from less than 4% in 1999 of tax revenues to 20% in 2010.  Local governments 

acquired massive amounts of land, often already occupied, and sold it to China’s 

booming property developers. This resulted in the displacement of millions of people and 

became a key source of social tension. According to studies, fees from land sales and 
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reached 2.7 trillion RMB and were equivalent to 83% of budgetary tax revenues for local 

governments in 2010.311 

The power of elites was most vividly shown in the astonishing rise of Bo Xilai. 

As CCP Secretary of Chongqing, Bo cultivated a leftist political style at odds with the 

more moderate image promoted by Beijing. Bo built a powerful clientelist network, 

cultivated powerful patrons with bribes and payoffs, and colluded with a corrupt police 

force and criminal elements to seize wealth from rich citizens and control any opposition. 

His downfall would come after Hu left power, but through 2010 Bo’s political strategy 

appeared remarkably successful, earning him a position in the Politburo in 2007 and 

setting a disturbing precedent of what ambitious elites could achieve with if sufficiently 

ruthless and determined.312 

Developments related to public cohesiveness 

In this period, the public experienced little improvement to its cohesiveness.  

Chinese scholars acknowledged the trends towards greater pluralization and 

fragmentation. They contrasted the situation in the past when the people “identified with 

the party emotionally in the past” with a current situation in which the market economy 

had made “social interests more diversified and the layout more complicated,” resulting 

in “many different interest groups.” They noted that social values had become 

“polarized” and the public had “splintered.”313 Chinese scholars and commentators 
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warned that persistent inequality, inadequate social services, and problems of corruption 

could undermine confidence in the party.314 

The center made some progress in improving the social welfare of the poorest 

citizens. In 2008, the central government allowed farmers to trade their land-use rights 

and enacted a new labor law that outlawed inhumane working conditions. The 

government also continued investment and spending in the interior regions and increased 

rural access to education and medical care.315  But public resentment at local malfeasance 

and corruption fueled a steady increase in unrest, protest, and mass demonstrations.316 

Labor unrest increased as well, with protests roiling some of the nation’s key special 

economic zones.317 In response, authorities vastly increased spending on internal security 

through the 2000s.  By 2010, domestic security had already surpassed the nation’s 

defense budget, hinting at the expanding dangers of mass discontent.318 

In 2008, scholars began warning about the political implications of China’s 

growing informal sector. As one scholar noted, China’s social structure, far from taking 

on an “olive” shape featuring a large middle class, is in fact coming to “resemble more a 

flask shape.” He explained that despite gains by elites, the work force was characterized 

by 250 million in the informal economy and 300 million peasants. The scholar warned 
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that this feature would likely prove long-lasting, with a small high-income modern formal 

economy sitting atop a majority base of low-income informal workers and peasants. 319 

Other western scholars similarly concluded that China would likely continue to have a 

large agricultural workforce as well as a large pool of surplus labor for a long time to 

come.320 

Analysts and scholars recognized that the party’s links with the masses had 

atrophied considerably. In his 2009 speech, Wen Jiabao stated “political structural reform 

“and the “establishment of a mechanism to supervise the exercise of power” offered the 

only way to control the ills of corruption and income inequality, which he identified as 

the top two grievances among the public.321  Party officials began to step up training on 

how to more effectively involve the public in politics. Beginning around 2009, the 

Central Party School began holding research seminars on "The Party's Mass Work" for 

some leading cadres participating in the training. One party journal article acknowledged 

the “general view inside and outside the party that mass work has become more 

difficult.” The scholar lamented how “method of mass work we used to rely on has 

gradually lost its effectiveness.” He noted the view of some cadres that some people are 

“creating chaos for reform, development, and stability.” The article quoted an official of 

Jiangxi province's Yihuang county, who stated that "the people do not trust the 

government's story, even if the story is fair and reasonable." The official lamented that 
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the “distance between the party and the masses is widening.” The article also cited the 

views of Zhang Xixian, a professor at the Central Party School Party, who acknowledged 

that “traditional mass work is becoming less effective."322 

Fragmentation spread in the minority regions as competing groups began to gain 

traction in building loyalties among disenfranchised groups. Social turmoil reached a 

peak in July with rioting in Xinjiang and in northeast China in 2008. The Uighur uprising 

in Xinjiang, according to the Chinese official report, claimed 184 lives. Along with 

2008’s Tibetan rebellion, it further highlighted ethnic tensions in multiethnic China. 

Liberal dissidents issued the “Charter ’08” in December 2008 which proposed a 

constitutional democracy to replace the existing political institutions and to remedy the 

problems created by the current Chinese model of development. The government 

responded with a crackdown.323  

China experienced a dramatic growth in the number of NGOs, but most remained 

weak and under the control of local cadres.324  Not surprisingly, authorities showed 

considerable variation in their approach to NGOs. On the one hand, higher level 

authorities encouraged NGOs to “confront powerful authorities”—meaning local vested 

interests. Yet at the same time other officials have sought to prevent the NGOs from 

challenging the power of party cadres. And a party brief known as Document Number 9, 
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circulated to all government offices in 2013, accused NGOs of cultivating “anti-China 

forces.” The government subsequently stepped up its monitoring and control of NGOs.325 

IV Measurement 3, Late 2010 

 

 
Table 4.9. IV Measurement 3.1. Strength of Central Leadership, Late 2010 

Independent 

variable 

Measurement Note 

Central 

government 

control 

Partial Continued resistance by ministries, provinces to 

policy implementation 

Central 

control of 

military  

Partial Evidence of defiance of discipline in PLA; growing 

autonomy of internal security forces under Zhou 

Yongkang  

Political 

control 

Partial Failure to compel local cadres to adhere to laws, 

rules, regulations and to carry out polices as directed 

 

 

 

The center’s efforts to rein in the provinces resulted in stalemate, despite some 

success in transferring resources to western provinces. Hu’s authority over the military 

proved weaker than it appeared after reports surfaced of widespread and high level 

corruption in the ranks and defiance shown by generals to disciplinary efforts. The central 

leadership made progress in improving the professionalism and competence of the cadre 

                                                 
325

 The Economist, “Beneath the Glacier,” April 12, 2014. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

229 

 

corps, but the focus on standardizing processes and professional development failed to 

persuade cadres to quit their counter-productive policies and noncompliance.   

 

 
Table 4.10. IV Measurement 3.2. Strength of Elite Opposition, Late 2010 

Independent 

variable 

Measurement Note 

Elite share of wealth Extensive Elite share of national income stabilized but the 

share of wealth climbed, making China one of 

the most unequal countries in the world 

Elite collusion Extensive Interlocking elite networks persisted, and 

vertical networks strengthened with the surge in 

business lobbying 

Elite-center 

congruence 

Divergent Elites remained largely noncompliant with the 

center’s economic policy agenda despite the 

establishment of more meritocratic procedures. 

Assessment of IV3 variable elite 

opposition 

Strong 

 

 

 

The power of the elites reached new heights in this period. After years of feigning 

compliance while quietly maneuvering to maintain their privileges and shield underlings, 

some of the powerful elite networks grew strong enough to begin contending more 

directly for power, as shown in the case of Bo Xilai.  
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Table 4.11. IV Measurement 3.3. Public Cohesiveness, Late 2010 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Fragmented Large informal sector and integration into the 

global economy intensifies segmentation 

Political 

cohesiveness 

Fragmented Shift to nationalism, few opportunities for 

participation, high antisystem activity 

Socio-cultural 

cohesiveness 

Fragmented Surging inequality, pluralization of society, 

and persistent regional inequality 

 

 

 

The fragmentation of society worsened, as inequality grew, large numbers of the 

workforce remained vulnerable, and the appeal of competing religious, cultural, and 

political identities grew. The party’s alliance with elites left it incapable of building 

meaningful ties with the public. Mass unrest grew provided a symptom of the public’s 

disaffection. In response, the party doubled its reliance on repression to control unrest, 

but this merely exacerbated the central leadership’s lack of public support for its efforts. 

 

 
Table 4.12. IV Measurement Summary: Late 2010 

Independent variable Measurement “Enabling configuration” 

Central leadership Weak Strong 

Elite opposition Strong Weak 
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Public cohesiveness Fragmented Cohesive 

 

 

 

The Hu era was defined by the contradiction in the party’s pursuit of a more 

procedural, depersonalized and institutionalized form of rule and the reality of its 

deepening dependence on powerful subnational elites to govern China. Hu’s political 

strategy of allying the center with the elite and improving the meritocratic quality of 

officials stabilized center-elite relations, but at the cost of diminishing the center’s 

leverage over the elites and concurrently eroding its already fragile links with the public. 

This may have been tolerable in running day-to-day policy-making, which depends on 

the governing elite to make incremental changes and manage the status quo. However, 

the defects of the political situation fatally undermined Hu’s efforts carry out more 

ambitious economic policy changes aimed at placing China’s long-term growth trajectory 

on a sustainable footing. 

Conclusion and analysis 

At the end of the six year period, China’s economy continued to experience high 

growth rates and substantial improvements in the overall meritocratic quality of the 

government. Hu Jintao and Wen Jiabao made social justice issues central to their 

approach to governance and oversaw some progress in reducing extreme poverty, 

strengthening a thread bare social welfare system, and slowing the growing gap between 

regions.326 
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However, the central leaders under Hu Jintao failed to achieve some of their 

highest priority policy goals related to putting the country’s economy on a productive, 

sustainable basis. China’s productivity continued to decline, especially after the global 

financial crisis. The Chinese government kept the economy afloat by massive 

infrastructure spending, much of it of dubious value. Large amounts of finance were 

channeled through state-owned enterprises (SOEs), which soared in value and tend to be 

far less productive than China’s private-sector enterprises. The debt to GDP ratio soared 

from 150% in the early 2000s to 200% by 2010. Productivity fell from an annual average 

of 3.5 percent in 2001-07 to 1.5 percent in the decade since 2008.327 

Awareness of the political dangers of structural reform likely informed President 

Hu Jintao’s reluctance to attempt a more confrontational approach to reform. But Hu’s 

years-long effort to voluntarily enlist the cooperation of the country’s elites failed.328 

While the official media praised Hu’s leadership, many people regarded his tenure as a 

“lost decade.” The government had largely failed to address the sources of mass 

discontent, which grew unabated. By 2010, official media acknowledged the country 

averaged 180,000 incidents of mass protest and unrest per year.  Problems of official 

corruption reached new heights as well.329 
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Hu Jintao showed an aversion to conflict rooted in part by the technocrat’s 

personality.  But Hu’s strategy also responded to severe political constraints and 

inescapable realities. First and foremost, Hu inherited a political situation featuring a 

close alliance between subnational elites and the central leadership. This had been 

inaugurated under Deng, who eagerly cultivated the support of subnational officials in 

countering the hardliners who opposed market reforms. Jiang Zemin cemented this 

alliance with the ideological changes that welcomed business and professional elites into 

the party as part of the “Three Represents” ideology. The decision to coopt these new 

elites reflected Beijing’s recognition of the new locus of power in the socialist market 

economy. But the tightening relationship between the center and elites generated 

important consequences that constrained Hu’s options.  The center’s dependence on elites 

heightened the risks of antagonizing them and simultaneously weakened the center’s 

position vis a vis the elites. The legitimacy of the ruling CCP depended on the ability of 

local elites to deliver economic growth and competent governance. Provoking conflict 

risked endangering both social stability and economic development. Moreover, this 

political alliance exacerbated the declining relevance of the party’s traditional Marxist 

identity. The CCP’s abandonment of class struggle and embrace of a pragmatic agenda 

shifted the locus of legitimacy to competent governance and economic growth, which 

strengthened the hand of elites, since they were directly responsible for both.  The 

center’s relationship with the public, in particular workers, peasants, and other non-elites, 

frayed to the breaking point. Beijing’s growth strategy relied on the autonomy of local 

officials to entice and accommodate foreign businesses and sought high profits in part by 
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cutting social welfare benefits to the bone and stepping up repression. It relied on low 

wages and a high tolerance for the externalities of rapid industrialization to gain a 

competitive advantage, which mandated a brutal repression of the public that only 

aggravated the center’s detachment from the populace. 

Hu thus entered office at a point which the center’s relationship with the masses 

had reached a historical low point. These realities shaped his political strategy. Hu Jintao 

was perhaps the first top CCP leader to devise a political strategy to cope with powerful 

elites that did not include the public as an ally. Mao, of course, perfected mass 

mobilization as an instrument of political warfare against his enemies, including, at times, 

elites located in government bureaucracies.  His successors, including Deng, routinely 

relied on mobilizing mass support to overcome political rivals and their elite backers. 

Jiang collaborated with most elites and his economic growth policy permitted a high 

tolerance for official malfeasance. But the party’s deep alienation from the public over 

time made the revival of Mao and Deng era-tactics infeasible. When Hu focused on 

“transforming” elites from opponents into compliant servants through education, training, 

and the implementation of standardized procedures and processes, he was responding as 

much to the infeasibility of old tactics as he was to anything else.   

Hu’s focus on professionalizing the CCP cadre and improving their overall 

capacity for governance through training, education, and the formalization of political 

processes addressed a dire need to improve the competence of many officials.  The 

furtherance of standardized procedures, processes, and norms, as well as more permanent 

institutions, also helped ensure a more durable reign by the CCP. However, as a strategy 
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to compel elites to implement a contentious policy, it was destined to fail.  Hu and the 

central leadership had underestimated the power of the elites and their determination to 

resist policies that threatened their livelihoods, even as they acquiesced to many of the 

other procedural changes that they regarded as less threatening. 

It is hard to see how Hu  and his colleagues could have done otherwise, however. 

To bypass elites and try to politicize the public risked disaster since a resort to communist 

ideological mobilization would almost certainly have failed. There was no reason to 

believe the public would respond any more than they had to the failed efforts of 

hardliners in Deng’s day to carry out similar mobilization. Deng correctly discerned in 

the 1990s that most of the country had tired of hardline ideology and poverty. Years of 

increased living standards had only weakened the appeal of orthodox Maoism. 

By the end of his tenure, Hu and other top leaders recognized the futility of their 

strategy of elite transformation and concluded that only a high degree of top down 

centralized direction could overcome elite resistance and ensure needed reforms. Setting 

the stage for the evolution into a more brutal and violent stage of elite politics, the 18th 

Party Congress report reflected the growing consensus among central leaders that 

coercion of elites had become inevitable. The dry bureaucratic language of official 

documents called for a for “top down design” to “improve the mechanism for 

coordinating structural reforms and conduct major reforms in a holistic way according to 

the overall plan,” but Xi Jinping’s ascent to power would more clearly reveal the 

meaning behind those words.330  
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CHAPTER 5. CHINA 2013-19: CENTRAL LEADERSHIP STRENGTHENING 

INSUFFICIENT FOR OVERCOMING STRONG ELITE OPPOSITION 

This chapter examines the political interactions accompanying China’s effort to 

improve the country’s economic performance during the years 2013-2019. Grappling 

with the effects of slowing growth and deindustrialization, President Xi Jinping sought to 

reinvigorate his predecessor Hu Jintao’s effort to shift the country to a more efficient, 

sustainable, and balanced mode of economic growth.  To improve prospects of successful 

policy implementation, Xi took a starkly different approach from Hu’s institution-

building, non-confrontational approach. Xi centralized power, strengthened party 

discipline, revamped military command and control, and cracked down on elites.  Xi also 

sought to bolster the cohesiveness of the public through a re-politicization focused on his 

personal authority even as he stepped up repression of the populace. These measures 

helped modestly strengthen the central leadership’s position and under Xi the central 

leadership made incremental progress in implementing their major policy initiatives. 

However, Xi lacked viable ways of reversing the deep fragmentation of the people. 

Without the help of a mobilized populace, Chinese leaders continued to lack a decisive 

means of compelling elites to consistently implement policy. Moreover, the sum of Xi’s 

political strategies could not overcome the center’s ultimate dependence on elites to 

manage the country. Constrained by these realities, momentum towards the “enabling 

configuration” stalled after 2015, and with it the prospects for successful implementation 

of major economic upgrading policies. Whether Xi can overcome these limitations could 
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determine whether China realizes its growth potential and achieves its revitalization, 

although the prospects appear doubtful. 

The chapter is organized in the following manner. After first providing some 

context and background information, I briefly examine the proposed major, multi-sector 

policy initiative proposed by Chinese leader Xi Jinping. I then provide a starting 

assessment of the three independent variables (IV) as of late 2013 and contrast these with 

the values of the “enabling configuration.” I then provide a discussion of what sorts of 

changes could be expected to achieve the goals. I analyze intervening developments and 

political strategies adopted by the central leadership that affected the value of the IVs. A 

second assessment of the value of the IVs as of 2016 explores the relative progress of the 

leadership. After recounting key intervening developments, I provide a third and final 

assessment of the IVs for the year 2019. The final assessment also considers the 

government’s relative success or failure in improving the economy’s performance.  

Background 

Despite reaping garnering enormous wealth from an economy that grew at 

breakneck speeds for decades, Chinese leaders recognized that the country’s mode of 

growth was not sustainable. In the early 2000s, authorities under Hu Jintao promoted an 

ambitious economic upgrading policy initiative that sought to achieve technological 

upgrades, expand the social safety net, reduce state debt, improve the SOE sector, and 

reduce environmental pollution.331  Although they scored some modest successes, they 
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failed to ensure the economy’s transition to a more productive, high quality mode of 

growth. Beginning around the 2010s, the economy’s anticipated deceleration began in 

earnest as rising wages rendered older industries less competitive, global markets became 

saturated, and the costs of rapid industrialization- manifested in yawning inequality, 

under-investment in a social safety net, environmental despoliation, and corruption – 

fueled popular unrest.332 Analysts warned that the compounding effects of mounting debt, 

low productivity, and demographic aging risked long-term economic stagnation.333   

Adding to Beijing’s challenge, China in the 2010s began experiencing the same 

premature de-industrialization that has afflicted many other late developing countries. 

Prior to the 1960s, successful industrializers often saw a dramatic increase in the share of 

the population employed in manufacturing, often above 25%. Taiwan’s industrial sector, 

for example, peaked at over 30% of the workforce, the U.S. share reached 25.6%, and 

West Germany’s topped 35%. A high level of industrial employment and output mattered 

because of its correlation with higher per capita incomes, since industry tends to be more 

productive than the agricultural or service sectors. Deindustrialization reduces a country’s 

growth potential and lowers the possibilities for convergence with income levels of 

advanced economies.  However, since the 1960s, developing countries have experienced 

declining levels of industrial employment and output as a share of the economy, owing to 

the effects of automation in manufacturing and global trade. China, too, reached its peak 
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in 2013, when 19.3% of its workforce labored in manufacturing. Industry’s share of the 

workforce and output has declined in both relative and absolute terms ever since.334   

Deindustrialization has compounded the structural weaknesses that left China’s 

economy stuck at a low level of productivity. China’s labor productivity has converged 

from 15% of the world’s most productive economies to only 30% over the past two 

decades, according to a 2019 IMF report.335  Industrial productivity has converged from 

15% of the world’s frontier, or most advanced economies, at the end of the 1990s to 

about 35% today. Convergence has been even slower for the services sector, where 

productivity has converged from 10% of the frontier at the end of the 1990s to 26%.336  

Chinese leaders recognized that the country’s low level of productivity suggested 

considerable potential for economic revitalization.  However, doing so would require 

major new policy initiatives. Western economists tended, in particular, to recommend 

measures such as expanding the role of consumption, increasing the digital economy, 

moving up the value chain, and increasing energy efficiency.337 Other common 

recommendations included overhauling a sclerotic state sector, reforming a massively 

indebted state banking system, and dismantling political controls over the market.338 

Chinese authorities under both Hu and Xi concurred with many such 
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recommendations.339 Echoing Hu’s own policy agenda, the CCP leadership under Xi 

Jinping announced a major, multi-policy initiative at the 2013 Third Plenum of the 18th 

Party Congress. The Third Plenum published a “Decision” programmatic document that 

sought to establish a fairer rule of law, strengthen economic competitiveness, curb 

corruption, redress environmental damage, expand social welfare benefits, and bolster 

market institutions as part of a broader effort to revamp the economy and shift to a more 

efficient, productive mode of growth.340   

These economic policies would be demanding even under favorable political 

conditions. But Xi Jinping faced many of the political structural disadvantages as his 

predecessor. Continuing a theme that had grown pervasive in party writings in the last 

years of Hu’s tenure, Chinese officials and analysts in the 2010s regarded the task of 

government restructuring as inseparable from that of improving economic productivity.  

An analysis published in 2014 in the party economic journal Economic Observer stated, 

for example, that “the main obstacle to achieving the goal of economic reform is not in 

the economic field but in the government, and the fundamental thing is reform in the 

political and administrative field.”341  Echoing language from the Third Plenum, 

commentators affirmed the centrality of government and bureaucratic changes to 

economic overhaul.  One commentator in the party journal Outlook explained that the 

“the most conspicuous problem in China’s economic structure is excessive direct 
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government intervention in resource allocation.” It warned that “government collusion” 

had grown “serious,” resulting in soaring debt and indifference to the wellbeing of the 

people.  It also criticized unnamed central ministries for “maintaining the examination 

and approval setup” and “pursuing departmental interests.” Among problems cited the 

article noted that “some officials even barter powers for cash and illegally pursue private 

profit” while others tolerated “cheap quality counterfeit products” which harmed the 

market and consumers.342 

As vice president, Xi Jinping observed firsthand the failure of Hu Jintao’s 

government to both shape a favorable political environment and enact the political and 

administrative structural changes that could facilitate economic upgrading policies. Hu’s 

lack of major progress meant that Xi Jinping confronted the familiar problems of a weak 

central leadership, powerful opposing elite, and a weak, fragmented populace.  

Developments related to central leaders  

At the start of Xi’s tenure, the central government continued to experience 

resistance to its directives by subnational governments.  Indeed, party officials became 

alarmed at the growing indiscipline and defiance of lower level officials to central 

directives. An example of the problem could be seen in the continued lack of progress in 

building an integrated domestic market. Through the early 2010s, intra-provincial trade 

as a share of total trade continued to decline. The Vice Commerce Minister lamented in a 

2014 article, “due to reasons such as regional blockades and trade monopolies, the 
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construction of a nationwide unified market continues to lag.” He noted the “prominent 

problem of a splintered domestic market.”  While noting progress towards domestic 

market integration, he observed that State Council research had concluded that the “the 

proportion of inter-province trade has shown a downward trend, showing that the speed 

of domestic market integration is slower than that of international market 

development.”343 

Western studies similarly noted a “central problem” in Chinese policy making to 

be that “localities often ignore or avoid compliance with central government regulations.” 

One study published in 2015 noted that China’s unique development had resulted in a 

“fragmented policy structure, providing the institutional space, or regulatory autonomy, 

for noncompliance.” Although Beijing frequently intervened in provincial affairs and 

exerted some level of control through the nomenklatura personnel system, 

noncompliance with central policy remained pervasive. The study noted that “even 

China’s audit system, which checks that local agencies and firms are following central 

directives, allows for significant leeway in implementation, enforcement strategies and 

outcomes.”344 

Hu Jintao’s government carried out a variety of recentralizing measures, but some 

had the ironic effect of aggravating the problem.  In 2003, for example, the National 

Development and Reform Commission gained broad administrative and planning power 
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over the economy in hopes of reducing excess capacity, subsidies, and waste. This shifted 

approvals for larger initiatives, such as the opening of a coal mine producing more than 

500,000 tons, to Beijing. Similar standards were applied to a wide range of projects, from 

gas production and power plants to highways and tobacco production. But rather than 

discourage subnational governments and companies from pursuing unnecessary projects, 

it had the ironic effect of incentivizing the same governments and enterprises to step up 

their lobbying, bribing, and influence-peddling activities aimed at central government 

authorities to gain approvals and exceptions. The number of firms with connections with 

national government increased dramatically, with the proportion of firms connected with 

the national government having tripled between 1993 and 2012, whereas the proportion 

of firms connected with local governments increased only 30 per cent.345 A sign of the 

effectiveness of these lobbying efforts can be seen in the fact that the new restrictions had 

little to no impact on reducing the country’s pervasive problem of excess capacity. In 

fact, the country experienced an expansion, not contraction, of excess capacity through 

the 2000s and early 2010s.346 

Similarly, the policy of rotating local officials, in place since the late 1990s, 

sought to reduce the formation of local power bases but in recent years yielded 

unintended consequences as well. The policy partially disrupted the development of 

interlocking elites at the local level, but it also incentivized the formation of new linkages 

between economic and political actors at higher levels of government. Because national 
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level officials rotated less frequently, enterprising businessmen learned that connections 

formed by them could prove more stable and lucrative. They also learned that forming 

clientelist bonds with national level officials carried a lower risk that their patron would 

be targeted during anti-corruption campaigns. Underscoring this point, western scholars 

documented a surge in national level officials who served on the boards of companies in 

the past two decades.347 These powerful patrons provided protection from central 

mandates and provided exceptions and privileged access to valuable state resources. 

The central leadership, in short, faced a growing danger of capture by wealthy, 

powerful local politicians and their business clients, a danger well demonstrated in the 

revelation of several spectacular cases of high-level corruption that emerged around the 

time of Xi’s ascent to power. Most prominently, authorities arrested Minister of Public 

Security Zhou Yongkang, a member of the Politburo Standing Committee, the country’s 

most powerful decision-making body, in 2013 for corruption. Zhou had formed lucrative 

bonds as a patron for wealthy, powerful interests in the oil sector, law enforcement, and 

enterprises in the province of Sichuan, where he had served as governor. As he rose to the 

highest levels of national office, Zhou provided political cover for his clients and helped 

them deflect central directives, while his family reaped billions of dollars from the 

patronage.  His downfall was precipitated by the arrest of one of his clients, Bo Xilai, a 

local official who sought to emulate Zhou’s example by ascending to the highest levels of 

national office after amassing vast wealth through cronyism, illegal seizures, and 
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corruption.348  Other top level officials eventually arrested for corruption included former 

vice chairs of the Central Military Commission, Guo Boxiong and Xu Caihou, a sitting 

member of the CMC, Fang Fenghui, the vice chair of the Chinese People’s Political 

Consultative Conference (CPPCC) Su Rong, and former advisor to Hu Jintao and director 

of the Central Committee’s United Front, Ling Jihua.349 If central leaders could 

themselves be coopted by wealthy and powerful elite networks who permeated both the 

government and party, then the prospect of a unified central leadership overseeing the 

implementation of contentious policies seemed improbable, if not politically impossible. 

In terms of controlling the security forces, the story of central weakness was 

similar. Xi Jinping in 2013 had been in power a short time and faced powerful, 

entrenched interests. Xi had some experience in the military, serving in an office 

capacity, which is more than Hu Jintao had. Moreover, he moved more quickly than Hu 

did in consolidating his formal leadership of the military, gaining the CMC chairmanship 

the same time as he ascended to CCP General Secretary. But beyond these initial moves, 

Xi’s control of the PLA seemed uncertain at best.350  Reports had surfaced in 2012 that 

elements of the 14th Group Army may have supported Politburo aspirant Bo Xilai’s bid 

for power.351  And although Xi announced an anti-corruption purge in late 2012, he had 

scarcely begun to move against the military in 2013. The arrests of high profile officers 
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such as Guo Boxiong and Xu Caihou would occur years later. News report subsequently 

revealed that Xi had begun planning the downfall of Public Security Minister Zhou 

Yongkang as early as 2012, when Zhou retired, but only in late 2013 did authorities 

officially open a corruption probe.352 In short, Xi’s control of the country’s security 

forces in his first year of office appeared tenuous. 

Party discipline remained problematic as well. A major symptom of the party’s 

organizational weakness could be seen in the problem of corruption, which authorities 

regarded as spinning dangerously out of control. At the 18th Party Congress held in 2012, 

Hu Jintao warned that corruption threatened the survival of the party.353 Scholars and 

political analysts similarly warned of weakening party discipline. A typical article in the 

party journal Outlook noted that the “situation of failing to abide by party discipline still 

existed with some party cadres.” He denounced cadres that “turn a deaf ear to major 

policies and measures of the Central Committee about economic and social development” 

and who “disobey orders and defy prohibitions.” He noted the pervasiveness of actions 

that show “outward compliance but inward noncompliance.”354  

Developments related to elite opposition 

Data on wealth accumulation confirmed the impressions of an increasingly 

powerful and well-resourced elite. The share of national income share for the richest 10% 

dipped slightly after the global financial crisis and remained around 42% of national 
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income in 2013. But the share of wealth owned by the top 10% increased dramatically 

from about 48% in 2002 to about 67% ten years later.355   About two-thirds of household 

wealth in China consisted of real estate, with the remaining one-third in financial and 

business assets. 356 

China’s government by the early 2010s had identified its own elites as a principal 

obstacle to improving the country’s economic performance. In 2012, a "China 2030" 

paper jointly published by the World Bank, China’s Development Research Center of the 

State Council, and China’s Finance Ministry, concluded that the groups most likely to 

resist reform would be “vested interests,” which the report identified as “those enterprises 

that enjoy partial or full monopoly in key markets as well as firms, groups, institutions, 

and individuals who obtain special privileges and benefits or enjoy preferential treatment 

from the current power structure and institutional setting.” These groups “reap economic 

rents from distortions implicit in the current price, institutional, and administrative 

structures.” The report warned that these interests were likely to be “very influential, 

powerful, resourceful, and resolute in protecting their interests.” The report singled out in 

particular potential resistance by collusion between government officials, state 

monopolies, and the property and energy industries, which were closely linked to the 

government.357   

                                                 
355

 World Inequality Database, 2018.  

356
 Yu Xie and Yongai Jin, “Household Wealth in China,” Chinese Sociological Review, Vol. 47, No. 3, 

2015, pp.203-229. 
357 World Bank, "China 2030: Building a Modern, Harmonious, and Creative Society.", February 27, 2012.  



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

248 

 

Other experts similarly emphasized the hurdle posed by powerful and well 

connected elites. An article in the party journal Economic Observer stated, “vested 

interests have in fact already become the biggest obstacle and risk to China’s reforms.”  It 

defined such interest groups as “mainly dependent on the influence of public powers.” 

The vested interests worked through cooperation with “offspring, spouses, relatives or 

friends” to arbitrage public assets and get rich quickly. The article identified three forms 

of vested interests: the first consisted of “bigwig vested interests represented by corrupt 

officials;” the second consisted of “monopoly vested interests represented by monopoly 

sectors;” and the third consisted of “real estate and resource vested interests represented 

by real estate and resource sectors.” The article noted that these controlled “both powers 

and resources” as well as a “considerable amount of China’s wealth.”358  Minxin Pei has 

vividly described the problem some of these elites posed. He explained how officials 

eager to cash in on their political power set up their immediate family members in 

business or find partners in the private sector. As Pei noted, such cronyistic arrangements 

have proven incredibly lucrative, created powerful parasitic patronage networks, and 

accounted for a large portion of corruption cases tried by the government.359 

The strength of collusive networks of the rich and powerful was well illustrated in 

the case of Ling Jihua, who previously headed the United Front Work Department in the 

Central Committee and served as the director of the General Office of the Central 

Committee and chief advisor to Hu Jintao prior to his downfall. After his arrest for 
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corruption, media reports extensive links between local government and local industry, 

usually coal, and between higher and local level party officials. Wealthy coal producers 

counted on ties with Ling, Zhou, and other top leaders to continue operations that central 

regulators sought to restrict.360   Xi Jinping’s PhD advisor, Sun Liping, likely had these 

individuals in mind when he similarly warned in 2012 that the biggest opponents of 

reform would be involve powerful political elites.361 

The government’s recentralization efforts also contributed to collusion between 

local officials and individuals of an even more unsavory character. Starved of revenue to 

provide public goods such as salaries for teachers and bureaucracies, local officials began 

to collude with criminal elements in some cases. Western scholars began to note evidence 

of increasing incidents of “local mafia states,” featuring collusion between Chinese 

officialdom and thuggish groups. These criminal groups forged ties with local authorities 

and controlled territories through three key mechanisms: protection rackets, the purchase 

and selling of official positions, and the control of village elections for local people’s 

congresses. One study noted that local governments had begun to “rely increasingly on 

third party violence to execute routine tasks.” The study also noted that since 1990s, there 

had been “increasing collusion between the police and criminal gangs, resulting in the 

penetration of criminals into government institutions,” a phenomenon well illustrated in 

the notorious Bo Xilai case, which featured police cooperation with criminals to rob and 
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torture wealthy citizens.362 But the phenomena also appeared “throughout all 

administrative levels from village, township, to county- and provincial-level cities.”363 

Developments related to public cohesiveness 

In the 2000s, the country experienced increasing underemployment, pervasive 

informality, a fragmented industrial sector, and an inadequate social safety net. The 

deindustrialization that began around 2013 exacerbated these problems of economic and 

social fragmentation.  Between 2012 and 2015, a total of 5.5 million workers lost their 

jobs in the secondary sector (industry and construction). 364  More job losses loomed, as 

the pursuit of higher productivity spurred many companies to expand automation and 

eliminate more low-skill jobs. The restructuring of inefficient state-owned enterprises 

also threatened to both improve productivity and exacerbate job losses in industry. The 

government estimated that up to six million workers could be made redundant through 

the process of restructuring unprofitable enterprises by 2019. Compounding the problem, 

a continued population shift from rural to urban areas increased the population seeking 

the shrinking number of industrial jobs.  In 2012, government plans envisioned that 60 

million people would move from rural to urban areas by 2020.365  Problems of 

underemployed extended beyond the industrial sector, however. Over this period, 

joblessness among the college educated grew as well. Due to high unemployment rates, 
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in 2013 the government ordered schools, government agencies and state-owned 

enterprises to hire more college graduates to help relieve joblessness.366  

As industry declined, China’s informal sector ballooned. As of 2015, there were 

an estimated 260 million migrant workers concentrated in the cities, representing 25 

percent of the population of Shanghai, 30 percent of Beijing, and 40 percent of 

Guangzhou.367  According to some estimates, informality peaked at 60% of the non-rural 

work force around 2010, before declining to a low of 52% in 2012. However, in 2013 the 

informal sector began to climb again as the industrial sector continued to shrink.368   

Yet even as China’s industrial sector declined, it remained highly fragmented, in 

part due to the country’s economic strategy of serving as the hub for a large processing 

trade largely managed by foreign manufacturers. China’s manufacturers experienced a far 

lower level of linkages between upstream and downstream industries than had been the 

case in Asian “tiger” economies, a trend further exacerbated by the cellularization of 

provincial economies. Indeed, western economists characterized the country’s industry as 

“significantly fragmented, even more so than Japan and Korea in earlier, comparable 

periods.”369  

Beijing had long recognized that the creation of a nation-wide social safety net 

could help offset the effects of the shrinking state sector, but progress remained slow. 
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One nation-wide survey concluded that pension enrollment among informal sector 

workers was below 47%. By contrast, 90% of formal sector workers had enrolled in the 

state pension scheme. The study noted that informal sector workers chose not to enroll in 

social insurance programs due to low benefit payouts and difficulties in accessing the 

benefits.370 To reduce the dualization of the workforce, officials gradually revised 

policies regarding the residency permit, or hukou.  In China, a person’s access to social 

welfare benefits is tied to the hukou, which poses a hurdle to migrant workers. Reforms 

experienced some progress in small and medium sized cities featuring shrinking 

populations, but urban amenities in these cities are limited. Larger cities experimented 

with point systems through which rural persons can gain urban hukou. But a major 

constraint on hukou reform remains the limited funding available for local governments 

to fund social services for migrants.371   

Politically, the state offered no substantive change in its lack of avenues for 

meaningful public participation. On the contrary, authorities maintained a tight grip on 

censorship. Repression of religious and other social groups that sought to operate with 

some autonomy from the state continued as well. Many western reporters noted a 

significant increase in the government’s crackdown on dissidents and other critics of the 
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government.372 In 2013, a survey by western human rights group Freedom House judged 

China to be the third worst in the world in terms of civil liberties and the Internet.373 

Chinese scholars noted that despite the governments’ call for social harmony, 

society appeared riven by conflictual relations. Chinese scholars analyzed many of these 

types of social clashes. One expert summarized them as consisting of three types: those 

between officials and the people; those between labor and capital; and those between the 

rich and the poor. The scholar warned that “either we vanquish vested interests or vested 

interests eventually swallow us, at the moment it is not easy to determine which will 

happen.” 374   

IV Measurement 1, mid-2013 

 

 

Table 5.1. IV Measurement 1.1. Strength of Central Leadership, Mid-2013 

Independent 

variable 

Measurement Note 

Government 

control 

Partial Ministries, provinces continue to resist directives from 

central government; central leadership divided with 

some serving as patrons for subnational officials 

Control of 

security 

forces 

Partial Xi Jinping a newcomer to PLA with modest military 

experience; corruption probe opened against Zhou 

Yongkang 
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Political 

control 

Partial Elite networks penetrate and coopt some senior 

officials; collusion remains widespread and elite share 

of national wealth reaches new heights 

 

 

 

The central government continued to face problems of pervasive non-compliance 

by local governments, compounded by the migration of special interests to higher levels 

of government. Party discipline also proved problematic, with widespread defiance of 

central directives that entailed income losses for cadres. Even Xi’s control of the security 

forces appeared tenuous, as he had just entered the top posts and had just directed initial 

moves to investigate former Public Security Minister Zhou Yongkang. 

 

 

Table 5.2. IV Measurement 1.2. Strength of Elite Opposition, Mid-2013 

Independent 

variable 

Measurement Note 

Elite share of 

national wealth 

Extensive The elite share of income stabilized at a high 

level, but the share of wealth soared over the 

preceding decade. 

Elite collusion Extensive The interlocking networks at the subnational 

level reached to the upper levels of 

government 
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Disposition of elite 

interests to center’s 

policy agenda 

Divergent The central leadership’s agenda clearly 

identified elite networks as a primary hurdle. 

Resistance from elites intensified accordingly. 

 

 

 

Elites appeared very strong, with their share of wealth reaching new heights and 

collusion extending both upwards and becoming more entrenched. The center’s agenda 

for improved economic performance depended in large part on curbing the powers and 

privileges of elites, which incentivized elites to take action to protect their interests. 

 

 

Table 5.3. IV Measurement 1.3. Public Cohesiveness, Mid-2013 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Fragmented High informality and insecurity; 

fragmentation due to global production; 

segmented domestic economy 

Political 

cohesiveness 

Fragmented Little to no opportunity for meaningful 

public participation in politics; intensified 

repression 

Socio-cultural 

cohesiveness 

Fragmented Inequality continues to remain high and 

social services underfunded 

Assessment for IV3 Fragmented 
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The public appeared as fragmented as ever. The country’s premature 

deindustrialization aggravated problems of informalization. The large informal sector and 

increasing prominence of the low-paid service sector aggravated problems of 

fragmentation and reinforced the clientelist arrangements that dominated the local 

political scene.  

 

 

Table 5.4. IV Measurement Summary: Mid-2013 

Independent variable Measurement “Enabling configuration” 

Central leadership Weak Strong 

Elite opposition Strong Weak 

Public cohesiveness Fragmented Cohesive 

 

 

 

Carrying over from the Hu Jintao era, the values of the independent variables did 

not appear favorable for successful policy implementation. To shape a more favorable 

political circumstance, Xi would need to focus on strengthening central power, 

weakening the power of elites, and strengthening the cohesiveness of the people. Xi 

observed first-hand the failure of Hu’s reliance on rules, laws, procedures, and 

indoctrination to incentivize compliance and fundamentally change the political 

relationships without provoking conflict. If he hoped to avoid a similar outcome, Xi 

might be expected to take a more aggressive approach. Particularly vexing for Xi would 

be the challenge of bolstering the cohesiveness of the public, given the trends of 
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deindustrialization and the limited availability of funding for social welfare services.  

Some means other than economics would be required to deepen the connection between 

the people and the central leadership needed to enable political mobilization behind an 

upgrading agenda. 

Intervening developments 1 (2013-15) 

This period saw the central leadership carry out a range of activities aimed at 

strengthening Xi’s grip on power and bolstering the power of central authorities against 

subnational elites and their patrons in national level government.  As part of this 

approach, central leaders unleashed an extensive anti-corruption campaign. To bolster the 

center’s political ties with the people and more sharply differentiate the central 

government from local elites, the party state promoted a cult of personality centered on 

Xi Jinping and demonized recalcitrant elites as “corrupt.” Although the efforts yielded 

substantial gains in bolstering central power, progress towards weakening elites and 

strengthening the cohesiveness of the public proved far more modest.    

Developments related to central leaders 

Xi Jinping initiated several actions to consolidate his power within the 

government and within the party.   Building on decisions made by the central leadership 

under Hu Jintao, Xi proceeded with a “top down,” centralized approach to coping with 

China’s problems.   Xi established new institutions and mechanisms to more effectively 

carry out policies and coerce the government and party bureaucracy to comply.  In 2013, 

President Xi established himself at the nexus of an array of elite supra-government small 

groups, the most important of which have been the National Security Commission and 
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the Leading Small Group for Comprehensive Deepening of Reform.375 These moves 

earned Xi the sobriquet “chairman of everything.”376  

Xi Jinping also launched an anti-graft campaign in late 2012 that allowed the 

leader to eliminate political opponents and accrue more power, as well as carry out the 

ostensible purpose of tackling graft. While all preceding leaders launched anti-corruption 

campaigns, Xi’s stood out for the extent to which he pursued it and his willingness to 

violate long-standing norms. For example, he arrested top officials, which broke the norm 

of presumed inviolability of the most senior politicians. Beijing also issued regulations 

cracking down on the use of luxury items in formal functions and ostentatious signs of 

official privilege.377  The purge provided political cover for Xi to attempt to impose 

stricter discipline on the government and party. For example, he singled out all kinds of 

cadre behavior that merited punishment, including ones that had long frustrated central 

authorities, such as non-compliance, feigned compliance, abuse of authority, and 

cronyism.378 By 2015, the number of corruption cases had quadrupled from the number in 

2013. Western analysts noted that officials targeted by the probe tended to be those most 

resistant to Xi’s policy agenda.379 
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Chinese officials and scholars justified these moves as necessary to deal with the 

obstinacy of local strongmen who defied central directives. Xi Jinping obliquely referred 

to this issue when he explained that “structural contradictions had not been resolved” and 

that getting to the “root cause” of problems required a “major surgery” to resolve. 380  

Scholars offered more pointed comments. One analyst criticized the problem of “power 

above law” as the “main root” of the “distortion of the market economy structure, unfair 

social distribution, market disorder and moral decline of our country.”381 Party theorists 

lamented what they perceived to be signs of internal decay. One article in a party journal 

“very serious” problems, such as those of “formalism, bureaucratism, hedonism and 

extravagance.” It warned that the “mutual reinforcement” of these and other factors had 

“posed a serious threat” to the CCP’s “cohesiveness and effectiveness.”382 

Xi also cemented his grip on the military with an extensive purge, including the 

removal and arrest of former CMC vice chairs Xu Caihou and Guo Boxiong. By 2015, 

the government had brought down 30 senior military leaders.383 Other measures 

strengthened central control over the nation’s security forces. In addition to an extensive 

purge of the internal security forces following Zhou Yongkang’s arrest and expulsion 

from the CCP, the government announced a major reorganization in 2015. Command and 
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control of the People’s Armed Police, the national paramilitary force responsible for 

domestic security, moved from a dual network involving both the State Council and the 

military to an exclusively military command, which Xi headed.384  Organizational 

changes strengthened central oversight of the military while bolstering discipline and 

promoting military competence. For example, the separation of the PLA’s operational 

command and administrative functions in 2015 helped improve efficiency and reduce the 

risks of delegating too much power to key commanders.385 Similarly, the creation of the 

National Security Commission in 2013 centralized decision-making regarding military 

affairs, improving prospects for coordination and reinforcing the military’s subordination 

to central authorities.386   In November 2015, authorities announced the creation of a new 

PLA Politics and Law Commission to monitor compliance with anti-graft provisions and 

other rules, mirroring a similar party organization that oversees legal and judicial issues 

in the state bureaucracy.387 

Xi strengthened the party as an organization and sought to clarify the distinction 

between his authority and that of party elites who opposed his agenda. To carry out the 

former, Xi launched a “cult of personality” propaganda effort that personalized the 

authority and associated himself with popular measures, such as anti-corruption. He 
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contrasted his authority with that of recalcitrant party members whom he demonized as 

“corrupt.” Additionally, Xi imposed measures to tighten discipline within the party and to 

bolster the party’s grip on government and society. He strengthened ideological training 

and bolstered the party’s Marxist identity. He also oversaw a tightening of censorship to 

ensure a consistent message along the lines outlined above. The CCP also oversaw an 

expansion of ideological training throughout society.388 

With a more centralized government, Xi directed yet another effort to strengthen 

its grip on subnational examples, with modest results. An example can be seen in his 

effort to reinvigorate a long-standing effort to break up regional protections and “build a 

unified and open market system.” In 2013, the government issued a plan “jointly issued 

by 12 departments including the Ministry of Commerce and State Administration of 

Taxation,” which outlined six tasks, to include improvements to taxation rules for trans-

regional business operators and measures to address discriminatory pricing practices for 

non-local products and services.389  However, over the ensuing years many of the 

problems proved stubbornly persistent, leading Xi to renew his pledge to achieve the 

same goals in 2017.390 

Developments related to elite opposition 

Cadres who profited from SOEs saw their position strengthened as the 

government relied more on SOEs to support policy objectives following the global 
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financial crisis, to counter the effects of deindustrialization, and to slow the spread of the 

informal sector. SOEs associated with local governments played the largest role in the 

enormous public works program that sustained China’s growth in 2009, during the 

aftermath of the global financial crisis, and again in 2012, when a smaller infrastructure-

focused stimulus program was deployed. Local governments in many cases created new 

SOEs for these purposes, adding to the country’s debt burden.391 

Despite the crackdown on official privilege and corruption, the share of national 

income earned by the top 10 per cent of the population remained largely unchanged from 

2012, earning about 41% of the nation’s income in 2015. The share of wealth owned by 

the top 10% remained largely unchanged at 67% in 2015.392  The problems of collusion 

between interlocking directorates at the local level appeared intact, despite the anti-graft 

measures. However, the arrest of several high profile patrons of cronystic networks may 

have hampered the vertical collusion between elites, although how much remains difficult 

to ascertain. 

The elites also continued to find their interests at odds with those of the central 

leadership. Although officials refrained from criticizing Xi Jinping publicly, rumors 

regarding resentment and anger among the nation’s elite grew plentiful.393  
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Developments related to public cohesiveness 

Economically, the public remained fragmented. However, the central leadership 

undertook several initiatives to strengthen the political cohesiveness of the public, 

although these met with mixed results. Deindustrialization continued apace and the 

informal sector continued to grow as a share of the workforce. The service sector 

flourished, but this offered bad news for authorities seeking to improve the country’s 

productivity, since service sector workers tend to be far less productive than industrial 

workers. 394 There were additional reasons to doubt that the service sector could provide 

the sort of powerful driver of growth that industry once did. A boom in financial services 

helped goose growth rates in 2015, but the boom ended in 2016.  Growth accordingly fell 

to just 6.7 per cent.395 Inequality began to creep upward again. The Gini coefficient 

declined from a high of 0.49 in 2008 when the share of income by the top 20% declined 

slightly, but it subsequently resumed an upward trend, reaching 0.46 in 2016.396 

FDI continued to play a role in the fragmentation of the domestic market. 

Scholars noted that competition for foreign investment led to a “race to the bottom” in 

terms of tolerance for pollution among provinces. One study found that central transfers 

made little difference in incentivizing revenue-starved cities to comply with central 

environmental regulations.397 
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As efforts to provide a widely available social welfare system foundered, the 

government continued to rely on SOEs to provide social welfare benefits to their 

employees. SOEs continued to serve as an instrument of labor policy, hiring workers who 

may not have been needed. These social policy goals compounded problems of low 

productivity and the poor economic performance. 398 The economic performance of SOEs 

continued to deteriorate. By 2014, the gap in performance between state and non-state 

firms widened to its largest extent yet.399 

In this period, the government highlighted the potential of information technology 

as a potential driver of highly productive growth in the service sector. But despite the 

innovative power of Internet companies such as Alibaba, Tencent or Xiaomi, their overall 

impact on the economy proved limited as they could only complement or replace existing 

businesses. For example, e-industry grew 28.2 per cent in the first six months of 2016, 

but the growth came at the expense of traditional retailers. Moreover, the service sector 

remained burdened by the dominance of state-owned enterprises. State monopolies and 

restrictions for foreign companies undermined competitive dynamics in key segments of 

the service industry. Crucial sectors such as transportation, banking or 

telecommunications remained in the hands of state-owned enterprises. The government 

did not announce any plans to dismantle SOEs in the service sector. 400  
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The CCP turned to politics to bring about a level of cohesiveness that would 

remain elusive in the economic domain. Party theorists underscored the urgency of 

mobilizing popular support to carry out the reforms and warned that failure by the center 

to gain the allegiance of the people could open opportunities for local elites to do so. One 

theorist stated, “Those who gain popularity among the people will gain power” and he 

noted that popular support is determined by the “increase or loss of benefits to the 

people.” He acknowledged the party needed more innovative political strategies to 

mobilize public support accordingly.401  Other party theorists acknowledged the party’s 

struggle to mobilize popular support. One article admitted “it is absolutely not easy to 

pool the strength of the people.” It noted that “people's ideological activities and value 

orientation have obviously become more independent, selective, changeable, and 

different.” It noted “various ideologies and cultures as well as diversified social interests” 

had “stimulated social vitality” but that this posed “unprecedentedly difficulty to unifying 

the thought and pool the strength of the people.”402 

Xi initiated an effort to more effectively involve the people in politics by reviving 

the principal political instrument for that purpose compatible with CCP rule- that of the 

mass line. In the classic 1943 formulation from Some Questions Concerning Leadership, 

Mao explained that the aim of the “mass line” was to “take the scattered and 

unsystematic ideas of the masses,” turn them into “concentrated and systematic ideas” 

and then “go to the masses and propagate and explain these ideas until the masses 
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embrace them as their own.” The party’s interest in such tactics had faded considerably 

with the focus on unleashing rapid economic growth, but the imperative of finding ways 

to curb the power of elites and strengthening the role of the public as a political ally 

likely increased the party’s interest in such tools. When the party launched the campaign 

in May 2013, Xi outlined objectives including those of strengthening institutional 

controls over the cadres and increasing the public’s role in politics. As explained by Xi at 

a Politburo study session, the “main point” of the mass line is for the party to “focus on 

working for the people” as well as for cadres to be “competent and incorruptible.”403  

The campaign involved self-criticism sessions called “democratic meetings,” in 

which cadre confessed their mistakes while supervisory teams composed of higher level 

officials recorded the results. The party also announced a series of regulations, rules, and 

procedures aimed at institutionalizing party controls over the cadres. The campaign also 

resulted in disciplinary actions to promote austerity, curb lavish living among officials, 

and punish wayward officials. According to official media, nearly 8,200 officials were 

punished for misusing public funds, 74,000 officials punished for “bad work styles,” and 

63,000 officials ordered to quit their parallel positions in enterprises as a conflict of 

interest.404 

Authorities leaned more heavily on nationalist propaganda and populist rhetoric to 

garner popular support for the central leadership’s agenda. The promotion of a more 
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hardline nationalist policy proved politically popular and Xi’s government actively 

cultivated such political support with a tough stand against the United States and other 

western governments on issues such as Taiwan, the South China Sea, and human 

rights.405  Propaganda officials cultivated a populist “man of the people” image that 

similarly appeared to successfully raise his popularity with the public and differentiate 

Xi’s political agenda from that of opposing elites.406  Central leaders revised much of the 

party’s stale political terminology and propaganda methods to become more appealing. 

They promoted the vision of a “China Dream,” for example, and distributed flashy videos 

that communicated images of national strength and prosperity.407 

The central government also tried to rebuild its connections to citizens and 

increase societal cohesiveness through technology. In 2014, the government outlined its 

plan for a Social Credit System that aimed to extend financial credit scoring systems to 

other areas of government regulation, from contract enforcement to food safety, 

corruption, and environmental protection.408  Chinese documents described the social 

credit system as a tool to reduce transaction costs and the government’s bureaucratic 

interventions in the economy. As of 2016, however, only a few provinces had begun to 

implement locally-developed trial versions.409 
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Yet the cult of personality propaganda effort, nationalist messaging, and partial 

roll-out of the social credit system had only a modest effect on strengthening the 

cohesiveness of the people compared to the clientelist reach of subnational elites, who 

more directly impacted the lives of many citizens.  One problem was that the public 

simply remained too weak to be of much help. Outside of potentially expressing passive 

support, the government did not provide a way for the public to participate meaningfully 

in politics. The goal of political mobilization clashed with the goal of keeping the people 

depoliticized to minimize political opposition to Xi’s consolidation of power and to 

control unrest over persistent issues of local malfeasance, inadequate social services, and 

inequality. As criticism of Xi’s centralizing and autocratic tendencies increased, 

authorities stepped up arrests of critics, dissidents, and activists while extending 

censorship and media controls. According to a 2017 report by activist group Amnesty 

International, human rights in China reached their worst level since 1989’s Tiananmen 

Square massacre.410 

IV Measurement 2, late 2015 

 

 

Table 5.5. IV Measurement 2.1. Strength of Central Leadership, Late 2015 

Independent 

variable 

Measurement Note 

Central control 

of  government 

Dominant Xi centralizes power with new central leading 

groups; party strengthening aims to bolster leverage 
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Control of 

security forces 

Dominant Purges, reorganization signals Xi’s control, 

reorganization under way 

Control of CCP Dominant Xi’s personal authority clear, anti-corruption yields 

some results, rivals purged 

Assessment of IV1 Dominant 

 

 

 

Xi Jinping consolidated his grip on power through widespread purges, anti-

corruption drive, and a reorganization of central power, as well as stepped up efforts to 

hold officials accountable. He achieved a strengthening of central power that had eluded 

his predecessor. 

 

 
Table 5.6. IV Measurement 2.2. Strength of Elite Opposition, Late 2015 

Independent 

variable 

Measurement Note 

Elite share of 

wealth 

Extensive The elites continue to maintain a high share of 

national wealth and income, with little change 

Elite collusion Extensive Horizontal collusion in the form of interlocking 

elites remained pervasive, although arrest of 

some high level officials may have dented 

some vertical collusion 

Elite-center 

congruence 

Divergent Elites remain at odds with Xi’s policy agenda 
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Assessment of IV2 elite opposition Strong 

 

 

 

Despite the anti-corruption drive, the elites saw little loss to their income or 

wealth. Their collusive networks likely persisted, although some may have been 

dismantled by the anti-corruption probes. But these advances did not prevent elites from 

continuing to further their interests at the expense of central goals. As an example, cadres 

succeeded in expanding the number of SOEs despite the center’s avowed goal of 

reducing their numbers. 

 

 
Table 5.7. IV Measurement 2.3. Public Cohesiveness, Late 2015 

Independent variable Measurement Note 

Economic 

cohesiveness 

Fragmented High informality, insecurity, under-

resourced social welfare, deindustrialization 

weakens cohesiveness 

Political 

cohesiveness 

Fragmented Central efforts to solicit public support 

through cult of personality, nationalist 

politics fails to reshape increasingly 

clientelist arrangements 

Socio-cultural 

cohesiveness 

Fragmented Increasing social inequality, social 

pluralization obscured by increasing 

repression. 

Assessment of IV3 Fragmented 
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Society remained fragmented economically as deindustrialization began in earnest 

and the informal sector dominated urban areas. Xi’s efforts to build political cohesiveness 

behind his personal popularity and a more robust nationalism made some headway, but 

the people still lacked meaningful ways to participate in the political process. 

 

 

Table 5.8. IV Measurement Summary: Late 2015 

Independent variable Measurement “Enabling configuration” 

Central leadership Strong Strong 

Elite opposition Strong Weak 

Public cohesiveness Fragmented Cohesive 

 

 

 

Xi succeeded in strengthening the central government’s position, but the center’s 

dependence on local elites to manage social stability and economic policy undercut 

efforts to bring them under control. Moreover, despite tentative efforts to involve the 

public politically, a deeply fragmented public left the center without a crucial political 

ally to carry out its reforms.  Three years after announcing the Third Plenum’s major, 

multi-sector policy initiatives, China experienced only incremental change. Perhaps in 

part to buy time, the central government removed term limits, giving Xi greater scope and 

a longer time frame to press his policies. In coming years, central leaders would continue 

to struggle to weaken the elite opposition and build a cohesive public that could support 

its policy agenda. 
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Intervening developments 2016-19 

In this period, Xi continued to aggregate central power and step up measures to 

scrutinize and supervise the performance of elites. He also directed efforts to dismantle 

some of the collusive networks involving criminal elements. However, the lack of a 

cohesive public that could be mobilized to support the reform agenda continued to plague 

Xi’s efforts. Without a strong public demand for change, the elites could subvert the 

upgrading policies by highlighting its potential costs and manipulate their role as 

implementers to advantage. The position of elites was strengthened by the reality that 

efforts to improve productivity would almost certainly entail downsizing a highly 

inefficient state sector, resulting in the loss of tens of millions of jobs and thereby 

exacerbating the problem of underemployment. 

Developments related to central leaders 

Building on preceding moves, Xi continued to consolidate the center’s grip on 

power with restructuring moves aimed at improving the government’s ability to supervise 

the government and party and discipline cadres.   In March 2018, China issued a 

blueprint for government restructuring that extended the power of the CCP and merged 

government bureaucracies. The plan gave the Party’s Propaganda Department control of 

censorship of film, news media, and publications and handed responsibility of overseas 

Chinese affairs and religious affairs to the Party’s United Front Work Department. The 

blueprint upgraded the authority and status of key leading small groups for reform, cyber 
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security, and finance.411 China also established a new anti-graft agency, the National 

Supervisory Commission, which replaced the State Council’s Ministry of Supervision 

and merged with the Party’s Central Commission for Discipline Inspection (CCDI) to 

extend the reach of the anti-corruption campaign.412 The creation of the National 

Supervision Commission apparatus increased the CCP’s coercive control over the 

Chinese state by extending the CCP’s investigative and detention powers over non-CCP 

elements of China’s bureaucracy.413  

The “Plan of Deepening Reform of Party Institutions” adopted by the 19th Central 

Committee’s Third Plenum in February and approved by the March session of the 

National People’s Congress (NPC) laid out 60 reforms across the political system, 

including changes in the Party, in the NPC and the State Council, in state regulatory 

bodies, in the united front’s Chinese People’s Political Consultative Conference, in police 

and military security forces, in mass organizations, and in local organizations. According 

to renown China expert Alice Miller, the institutional reforms mandated by the Third 

Plenum and the 2018 NPC session were the “most extensive in scope, if not in depth, of 

the entire post-Mao era.”414  

In this time, the anti-graft campaign continued. In a speech, Xi warned that “if the 

party is not managed forcefully and administered strictly and the outstanding 
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contradictions and problems reported intensely by the people are not resolved promptly, 

then the foundation for our party's governance will falter and collapsed.”415  By 2017, 

officials reported that more than 1 million Party members had been disciplined, including 

high profile “tigers” like Ling Jihua.416  

The central government stepped up measures to ensure subnational governments 

complied with Beijing’s directives. In August 2018, for example, Xinhua reported that 

China would conduct a series of “targeted inspections” to ensure proper implementation 

of central government policies. Xiao Jie, secretary-general of the State Council, said the 

inspections would focus on the way local governments implement policies relating to 

priority issues such as poverty reduction, pollution control, the promotion of innovation, 

and the revitalization of the rural economy.417 

In terms of the military, Xi made numerous high profile visits to inspect the 

progress in the military’s reorganization.418  Anti-corruption purges and arrests continued. 

In 2019, authorities issued new regulations designed to streamline command and control 

of the nation’s sprawling array of internal security forces.419  Overall, Xi’s grip on the 

military and internal security forces appeared secure. 
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In March, 2018, the National People’s Congress, China’s national legislature, 

voted unanimously to amend the constitution to remove presidential term limits.420 The 

moves followed a portentous 19th Party Congress, at which the ruling party enshrined “Xi 

Jinping Thought” as its latest guide to action. No Chinese leader since Deng Xiaoping 

has had an eponymous ideology inscribed in the constitution while still in office.421 The 

6th Plenum of the 18th Congress also designated Xi the “core” of the CCP Central 

Committee, an honorific title last used with Deng Xiaoping. Official propaganda 

continued to relentlessly cultivate images of Xi Jinping as a paternalistic leader that many 

have compared to a “cult of personality.”422  

Developments related to elite opposition 

Senior officials maintained a harshly critical stance towards elites who opposed 

the upgrading policy agenda outlined at both the 3rd Plenum in 2013 and the 19th Party 

Congress in 2017. Officials focused in particular on the threat posed by officials who 

misused their office for gain or collaborated with others to form factions. In a 2016 

speech, Wang Qishan blasted party members and cadres for problems, including those of 

“engaging in cronyism and excluding outsiders; forming cliques and factions; 

anonymously lodging a false accusation and creating rumors; buying popularity and 

buying votes; handing out official posts, making promises to grant special favor, and 

congratulating each other on their promotion; going one's own way and complying in 
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appearance but opposing in heart; and creating a situation in which the tail is too big to 

wag and criticizing the central authority." 423 

Yet despite five years of Xi’s anti-corruption drive, the power of elites appeared 

scarcely diminished. The share of income and wealth held by the top 10% remained 

largely unchanged from 2013.424  A survey by the Transparency International found the 

anti-graft campaign had made some progress, and that corruption in China now lags that 

of India.425 But the progress should not be overstated. In 2017, China ranked 77th on 

Berlin-based nonprofit Transparency International’s 180-country “Corruption 

Perceptions” scale, barely changed from when Xi took office.426 

Elite collusion continued. A 2014 working paper explained how crony capitalism 

operated in China. Cadres in China’s municipal administrations, each controlled by a 

Party apparatus, court foreign firms, pick cronies, and then grant the joint companies 

local monopolies or near-monopolies in exchange for a partial ownership stake for the 

municipality itself. These favored firms enjoy extraordinary privileges, monopoly rents, 

and access to the local Party’s patronage networks while the municipalities use China’s 

labyrinthine formal rules to seal out those firms’ potential competitors. In return, the 

Party gets its share of monopoly profits while retaining enormous formal and informal 
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control over the private economy.  This model depended heavily on exports for profits. 

This arises, according to the study, precisely as a result of municipal Party organs 

protecting the monopoly privileges of their private-sector cronies.427 

One area that the central government appeared to make progress on concerned the 

problem of collusion between law enforcement and criminal gangs. In 2018, authorities 

announced a multi-year crackdown designed to end a pernicious practice that undermined 

public confidence in the government.  By 2019, authorities claimed 79,000 individuals 

had been detained.428  However, unless officials could provide sufficient funding for 

services to be provided by local governments, the temptation to resort to such expedients 

would likely persist. 

In this period, elite’s opposition eased somewhat as Xi backed off the most 

demanding aspects of his policy agenda and instead sought to coopt some of the largest 

SOEs. Indeed, Xi’s endorsement of an industrial policy that prominently featured 

champion SOEs suggested a recalibration of political strategy. It reflected, in part, the 

recognition that the central government ultimately depended on elites and that SOEs 

remained valuable tools for implementing central policies, such as those to promote 

social stability and growth. 
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Developments related to public cohesiveness 

The problems of economic fragmentation, yawning inequality, and political 

repression persisted through 2018. Economically, inequality remain high and climbing. 

Deindustrialization continued as the industrial sector shrank, the service sector grew, and 

informality continued to characterize the majority of jobs in the non-rural areas. Once the 

US-China trade war intensified upon Donald Trump’s election as U.S. president, Chinese 

leaders had additional incentives to ease up on downsizing efforts that could improve the 

productivity of SOEs and other industries at the expense of millions of jobs.  

IV Measurement 3, late 2019 

 

 
Table 5.9. IV Measurement 3.1. Strength of Central Leadership, Late 2019 

Independent 

variable 

Measurement Note 

Central resolve Dominant Ongoing efforts to gain compliance from 

subnational governments, ministries with some 

progress 

Control of security 

forces 

Dominant Military reforms continue, as do purges. Grip on 

security forces tightened. 

Control of political 

apparatus 

Dominant Xi designated the “core” and gains undisputed 

ideological authority 

Assessment IV1 Central strength Strong 
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Xi had made consolidated his position in the government, party, and among 

security forces through this period with additional measures. At the 19th Party Congress, 

Xi’s attained the summit of authority throughout the party, when the collective leadership 

designated Xi the “core” of the leadership.  

 

 

Table 5.10. IV Measurement 3.2. Strength of Elite Opposition, Late 2019 

Independent 

variable 

Measurement Note 

Elite share of 

wealth 

Extensive Elite share of the nation’s wealth and income 

remained at a high level 

Elite collusion Extensive Collusion among interlocking elites at local 

levels persisted. 

Elite-center 

congruence 

Divergent Xi eases up on some demands regarding SOE 

reduction, bolsters state sector, but economy’s 

improvement still depends on reductions to state 

sector, capacity 

Assessment of IV2 elite opposition Strong 

 

 

 

Despite the growing power of the center and a prolonged crackdown on elites, the 

power of elites diminished only slightly. The strength of elite opposition to Xi’s agenda 

remained strong.  
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Table 5.11. IV Measurement 3.3. Public Cohesiveness, Late 2019 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Fragmented High informality, insecurity, global production, 

segmented domestic economy 

Political 

cohesiveness 

Fragmented Nationalism. Xi-centered politics, few 

possibilities for participation 

Socio-cultural 

cohesiveness 

Fragmented Surging inequality, pluralization/ NGO/ social 

groups, regional inequality 

Assessment IV3 public 

cohesiveness 

Fragmented 

 

 

 

Efforts to boost the cohesiveness of the public stalled due to inadequate funding 

of social safety ne. The use of nationalistic policies, and cult-of-Xi politics strengthened 

the political awareness of the people, but persistent economic fragmentation and political 

repression left the public with a low mobilization potential for both the center and elites. 

 

 
Table 5.12. IV Measurement Summary: Late 2019 

Independent variable Measurement “Enabling configuration” 

Central leadership Strong Strong 

Elite opposition Strong Weak 

Public cohesiveness Fragmented Cohesive 
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Conclusion and analysis 

Under Xi Jinping, China’s central government made incremental progress in 

carrying out the major policy initiative designed to put the country’s growth trajectory on 

a more productive, sustainable basis. Signs of progress could be seen in the relatively 

high growth rate of 6-7% from 2012-2019. Moreover, the World Bank has reported some 

progress in the country's economic rebalancing.429 Some rebalancing of China’s economy 

may have occurred in recent years. In a change from 2000 to 2014, when fixed 

investment was generally the largest source of China’s GDP growth, in both 2015 and 

2016, private consumption was the largest contributor to GDP growth.430 The plan for 

reorganizing the government, released at the NPC, strengthened the central government’s 

regulatory authority, which helped control some of the country’s persistent financial, 

economic, and environmental abuses.431 The legal and court system experienced 

improvements as well. Plaintiffs reported that they began to receive fairer hearings in 

cases that do not touch on Party rule.432  China carried out the policy changes while 

remaining politically stable. Indeed, although many citizens resented local officials, Xi 
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Jinping and the Chinese Communist Party enjoyed relatively high levels of support, 

especially among the working and poorer classes.433  

However, in many other respects the implementation of major policy initiatives 

proved disappointing. Despite the measures to bolster central control, the government 

hesitated to carry out several key reforms. Instead of dismantling a bloated state sector, 

for example, central leaders opted to consolidate and expand SOEs. They also proved 

reluctant to crack down on the unprofitable lending of local banks, fearing the political 

destabilizing effects of more large scale job losses. 434  China’s SOEs continued to suffer 

from low productivity. They experienced little improvement in profitability and by 2019 

about a third of SOEs remained unprofitable. Moreover, in some ways the situation 

worsened, with SOEs growing more powerful and securing a larger share of credit, while 

the more efficient private sector continue suffer from a lack of credit.435  From 2013 to 

2019, for example, government-owned firms’ share of new bank loans rose from 30% to 

70%. The nation’s debt to GDP ratio soared from 200% in 2010 to 260% in 2017. 

Meanwhile, the private sector share of output stagnated. Unfavorable structural shifts 

remained underway. The working-age population continued to shrink and investment 

grew to a massive 44% of GDP. 436  Given the potential gains of a highly inefficient 

economy, productivity grew at a relatively anemic rate of 1.5% from 2008 through 
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2018.437 Analysts warned that if China is unable to boost productivity in the future, it 

may begin to experience a sharp decline in economic growth.438  With growth slowing 

and productivity growth remaining modest, China’s already high level of income 

inequality appeared poised to rise.439 

The implementation of policy may have overall proved disappointing, but why 

did Xi risk political conflict with such coercive and repressive politics to achieve such 

modest gains? This analysis has suggested that the surprising politics undertaken by Xi 

reflected an effort to overcome the persistent weaknesses of the central government that 

Xi inherited from his predecessor. Central leaders from the time of Jiang Zemin onward 

faced an increasingly formidable elite who benefited enormously both politically and 

financially from the single party state but hesitated to rein them in. The massive transfer 

of resources to the state sector in the wake of the global financial crisis exacerbated the 

problems of central weakness and elite strength. Moreover, Xi inherited the center’s 

dependence on the same elites to provide political stability, employment, and GDP 

growth. This reality gave the elites a tremendous advantage against central leaders who 

sought to discipline them. Moreover, the CCP’s decision to align itself closely with all 

levels of government as a “governing party” deepened the center’s dependence on the 

elites and further diminished the CCP’s faltering ties to the public. Other economic 

developments aggravated the trends. The mode of growth that powered China’s rise 
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depended on the administrative flexibility of officials, who could wave regulations and 

cut red tape to entice foreign investors. The same flexibility permitted officials to set up 

all sorts of regulatory protections to nurture local industries, which added to GDP growth 

while intensifying problems of redundancy and excess capacity.   

The severe fragmentation of the public intensified following the country’s 

premature deindustrialization starting around 2013. The popular understanding of China 

as the “world’s factory” obscured the important ways in which China’s industrial might 

differed from that of early industrializers such as the U.S., Japan, and even Taiwan.  

From the beginning, China’s industrialization only reached a fraction of the penetration 

experienced by early industrializers, it petered out at far earlier stage and at a lower 

income level. Moreover, unlike the early industrializers, Chinese factories lacked the sort 

of linkages and interconnections that enabled successful upgrading efforts among earlier 

industrializers. As of 2020, China remained a country defined primarily by a rural and 

informal workforce and with a fragmented industry consisting of a massive state sector 

and myriad subcontractors oriented largely to serving large foreign investors.  The 

fragmentation of labor and businesses was compounded by the geographic cellularization 

of provincial economies and inadequacy of the social safety net.  With the CCP, the 

principal organizing force in Chinese society, increasingly detached from the day-to-day 

lives of the public and focused on managing governing elites, opportunities were growing 

for competing social identities and groups to emerge. The CCP’s weak ties to the people 

gave it little reason to hope for strong connections with the people. At best, authorities 

could hope for a popular consent to CCP rule so long as the regime continued to deliver 
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economic growth and opportunity. Lacking the possibility for the mobilization of popular 

support, authorities opted for repression as the best way to prevent the emergence of 

social groups that might challenge its rule.  

Western critics have long focused on the possibilities of liberal democratic 

reformers as a principal challenge to CCP rule, an idea well captured in the popular 

coverage of the ’08 charter reformers and subsequent liberal critics who authorities 

quashed. But the threat posed by liberalizing reformers may be overstated. While a 

handful of Chinese intellectuals might find the concept of liberalizing political reform 

appealing, its salience among the public is less clear. The severe fragmentation of the 

public and the dominance of local society by elites raises doubts about how liberalizing 

reforms might play out in China. Its possible such changes could result in the illiberal 

political developments that followed similar reforms in another large former communist 

state- Russia. Interestingly, Chinese scholars themselves highlight the peril of oligarchic 

rule and the examples of Russia and other illiberal democracies when discussing the risks 

of liberalizing reforms. One commentary stated, “If we do not effectively occupy the 

position of emerging public opinion, then someone else will occupy it, which would pose 

a challenge to our leadership role and power of speech in public opinion work. “440  

Another article cited the example of Russia, when rapid privatization “quickly produced a 

group of extremely wealthy tycoons and oligarchs.” In a revealing comment about the 

extent of corruption and oligarchy, it noted that “if the Chinese telecom industry were to 
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be privatized,” the result “would be a tycoon like Carlos Slim with wealth rivaling that of 

nations.” Chinese commentators also worried about the threat posed by a populist or 

leftist ideology. The same article criticized “some who question whether or not China is 

still socialist.”441 

The country’s deep integration into the global economy also helps explain the 

CCP’s obsession with the idea that foreign enterprises could mobilize their workers and 

clients to advance political changes imperiled the regime’s control. Some scholars have 

heighted such risks. Chinese commentators betrayed apprehension about the fragile state 

of the country in their warnings about hostile “international forces” who have “done 

everything in their power to promote a strategy of westernizing and dividing China.” 

Betraying a deep anxiety about the risks of the country’s fragmentation, one article 

stated, “Only a China that is fractured, chaotic, weak, and lax” would serve the needs of 

the unnamed foreign forces. 442 

One puzzle that remains concerns the central government’s failure to build the 

cohesiveness of the public, and thereby elevate the potential for political mobilization in 

support of the center’s agenda. The pragmatic benefits of such an effort, if successful, 

could have been substantial. A mobilized and engaged public could help hold elites 

accountable, demand a fair access to social welfare benefits, and support the center’s 

upgrading reforms to improve the country’s economic productivity and long-term 
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prospects. Absent the support from the public, the center would remain dependent on the 

elites and lack leverage to compel them to implement the needed changes.  

But it is the extreme fragmentation of the public, strength of elites, and the 

center’s weakness that helps explain the inability or unwillingness of the center to 

aggressively advance the political mobilization of the people. The center’s persistent 

dependence on the elites is well illustrated in the case of SOE reform.  The state sector 

continues to be one of the major areas of inefficiency and waste, but they also employ 

tens of millions of workers. If the center demanded the closing of many of the redundant 

corporations, they would force job losses in the tens of millions. Officials responsible for 

the SOEs could rightly point out the destabilizing effect of firing so many people, 

especially given dwindling employment opportunities and the lack of adequate social 

welfare programs. In many cases, the center relented from its demands that local 

governments shut down many SOEs, and in fact the state sector flourished under Xi.  

In his book, published in 1988, Migdal described China as a case of a strong state 

that had established integrated social control due to Mao’s efforts to mobilize the people 

through CCP-led campaigns. Yet 30 years later, China’s situation had changed 

dramatically. Migdal’s own work provides reasons why China today may more 

accurately be regarded as a country defined by social fragmentation rather than 

cohesiveness. As Migdal himself noted, social order can disintegrate over time, and this 

has happened in China as it has in other countries. The major factors that contribute to 

disintegration were also anticipated by Migdal, such as the penetration of the global 

market into the local economy, which introduced new incentives, foreign capital, and 
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disruptive changes that empowered local strongmen and reoriented economies away from 

local needs to distant consumers. Rapid growth enriched powerful elites who in turn 

funded their own patronage networks and even recruited national level leaders.  And as 

the experience of successive leaders in China have shown, these developments can prove 

incredibly difficult to change once in place. Xi Jinping’s efforts yielded more progress in  

implementing contentious policy than was the case under Hu Jintao, but the modest 

results have come at a price of higher repression and more violent coercion against 

powerful elites, not to mention the reproach of an international community appalled by 

the brutality and violence of the Chinese government. The fact that Xi Jinping can inflict 

such trauma on China’s domestic situation for such little gain raises questions about the 

realistic possibilities for policy implementation for a country facing such an unfavorable 

political situation as China faces. 
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CHAPTER 6. TAIWAN 1973-9: ENABLING CONFIGURATION YIELDS 

ECONOMIC SUCCESS 

This chapter examines the political interactions accompanying Taiwan’s effort to 

improve the country’s economic performance during the years 1974 to 1979. Facing the 

prospects of a slowing economy and mounting political pressure following the U.S. 

decision to switch recognition to the People’s Republic of China, President Chiang 

Ching-kuo decided to carry out a major, multi-sector policy initiative to upgrade the 

island’s infrastructure and the competitiveness of its export industries.  The government 

of Taiwan had key political advantages when it tackled this challenge. The central 

government was well resourced and lower level governments tended to comply with 

central directives.  The central leadership also maintained a firm grip on the Kuomintang 

ruling party as well as the island’s security forces.  Elites were relatively weak, 

differentiated, and featured a relatively low level of collusion. The populace had a high 

level of cohesiveness, owing to a mostly formal workforce, an enterprise sector 

dominated by domestic industries, and responsive political institutions that permitted 

limited, but real political participation. The favorable political situation owed to structural 

features and major developments, resulting in a relatively favorable situation that lasted 

several years. From 1974 to 1979, Taiwan’s situation featured a strong central leadership, 

weak elites, and cohesive public. The implementation of the major policy initiatives 

occurred successfully and without much controversy. On the contrary, most economic 

elites had a strong incentive to support upgrading policies that would improve the 

competitiveness of the island’s industries. With such favorable political conditions, the 
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central leadership successfully implemented policies that yielded major productivity 

gains and added another chapter to the story of the “Taiwan economic miracle.” 

While the center experienced a fairly smooth implementation of its economic 

initiative, intensifying political strains led the center to contemplate more dramatic 

structural changes at the end of the 1970s. In particular, the émigré nature of the KMT 

regime threatened to erode the cohesiveness of the central government as the native-born 

population increasingly outnumbered an aging minority mainlander faction. A low level 

of social inequality had bought the island considerable stability in preceding decades, but 

it also raised the prospect of deepening solidarity between ethnic Taiwan elites and the 

public against the ruling mainlander central leadership. This meant that the cohesiveness 

of the public posed as a long-term threat, not an asset, to the mainlander central 

leadership. As the credibility and legitimacy of autocratic rule under the KMT decayed, 

ethnic solidarity between Taiwanese elites and the public raised the risk of popular 

collaboration against a dwindling mainlander elite group. To forestall a possible 

overthrow by a combined force of Taiwanese elites and the public, the mainlander central 

leadership opted to coopt the rising native elites by liberalizing its politics and expanding 

opportunities for joining the upper ranks of KMT rule. When these opportunities proved 

insufficient to conciliate the Taiwanese, the government acceded to tolerating an 

organized opposition, which in subsequent decades paved the way for liberalizing 

democratic reforms.   

The chapter is organized in the following manner. After first providing some 

context and background information, I briefly examine the proposed major, multi-sector 
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policy initiative proposed by Taiwan’s leader Chiang Ching-kuo. I then provide a starting 

assessment of the three independent variables (IV) as of 1974. I analyze key 

developments that affected the value of the IVs and then provide a second assessment of 

the value of the IVs as a result of the developments as of 1977. After discussing how 

Taiwan’s leaders might manage the values of the IVs, I consider developments that 

affected the value of the IVs for the subsequent 3 year period. After recounting the key 

developments, I provide a third and final assessment of the IVs. The final assessment also 

considers the government’s relative success or failure in improving the economy’s 

performance. I also discuss the logic and risks of the political strategies used by the 

central leaders to realize their goals as part of the concluding summary. 

Background 

The Kuomintang (KMT) who ruled Taiwan in the 1970s originated as  Leninist-

organized political party founded by Sun Yat-sen dedicated to the overthrow of the Qing 

dynasty and formation of a republic. Following its defeat in the Chinese Civil War in 

1949, the KMT remained on Taiwan where it presided over a closed, single-party 

authoritarian regime. Although the KMT shared some organizational, political, and 

cultural features in common with the CCP, its position on Taiwan differed radically from 

that of the communists on the mainland.  

One of the most distinctive features of the KMT was its status as an émigré 

regime. The mainlanders who comprised the bulk of the KMT-led population who moved 

to Taiwan amid the Chinese Civil War initially comprised about 10% of the population. 

The KMT feared the prospect of a powerful a local elite and took measures to eliminate a 
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class that could potentially organize resistance to KMT occupation.   In 1947, as the 

Chinese Civil War wound down, the KMT carried out a brutal purge that decimated the 

Taiwan local elite. In the early 1950s, the KMT carried out a “land to tiller” program that 

reallocated the land owned by landlords.  Redistribution of land weakened the remaining 

landlord elite and helped strengthen the émigré regime’s economic and political ties with 

the public.443 

The 1970s posed severe political and economic challenges to the KMT regime. In 

1972, the U.S. agreed to switch recognition of the legitimate government of “China” from 

the Republic of China (ROC) on Taiwan to the People’s Republic of China (PRC) on the 

mainland. The loss of U.S. recognition carried political consequences. The loss of 

recognition dealt a blow to the political authority of the KMT, which helped galvanize 

political opposition.444 The KMT also realized that with the loss of legitimacy based on 

its aspiration to control the mainland, it had to more effectively incorporate the local 

Taiwan people to survive. 

In addition to the political problems, economic technocrats noticed signs that 

indicated a looming economic slowdown owing to two important trends: the diminishing 

supply of surplus labor and the creeping protectionism in major export markets. 

Moreover, the island experienced the shocks of the oil crisis, which revealed limits in its 

export strategy. Although the industrial sector expanded further and the agricultural 

sector had become marginalized in the 1970s, productivity declined, and growth slowed. 
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Industrial productivity worsened with total factor productivity (TFP) slowing to 0.47 

from 1961 to 1973 and dipping into negative territory in the early 1970s.445   Meanwhile, 

wages rose as the surplus labor from rural areas diminished.  

To improve the country’s economic performance, authorities proposed to increase 

government involvement in the economy and enhance the performance of the 

manufacturing sector through a US$8 billion infrastructure program known as the 

“Twelve Major Projects.” Secondly, the government expanded the ranks of state owned 

enterprises to produce a select range of capital intensive goods on a large scale. Some 

were finished goods, such as shipbuilding, metal products and fertilizer, but most were 

intermediate goods such as steel, petrochemicals and oil refining. These industries were 

developed not only to serve the large and rapidly growing local market, but also to 

exploit export opportunities.446 

Taiwan’s technocrats also recommended a strategy of backward linkage to 

improve the country’s position as an exporting powerhouse. Additional considerations 

further lent support to the idea of backward linkage. First, downstream industries had 

expanded to such a degree that they created huge domestic demand for intermediate and 

upstream products. In addition, the experts judged that expanding steel, shipbuilding, and 

petrochemical industries would help supply capital goods and input materials to 

downstream sectors, and also help maintain a robust defense industry. 447 
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The Ten Great Projects were designed to deal with the weakness in the basic 

transportation system and the power grid and also deal with the question of the growing 

demand for semi-finished products and for oil and its byproducts. Chiang Ching-kuo 

oversaw the launching of this large scale and expansive program and the period when 

each of these projects reached completion. The Ten Great Projects included the 

development of new port facilities, new super-highways linking north to south, and a 

large scale and modern airport set in Taoyaun County an hour to the south and west of 

Taipei. The growing demand for electric power for industrial, commercial and consumer 

use was also addressed. Nuclear-powered generators were planned and then constructed 

north of Taipei and in the south.448 

Developments related to central leaders 

The KMT state retained a high level of autonomy, due to its control of resources 

that it took from the mainland and from foreign aid, principally from the United States. 

The KMT monopolized the financial system, controlled infrastructure development, and 

controlled strategic industries, principally in the form of SOEs.  With its resources, the 

central leadership could coopt elites and provide patronage to citizens through clientelist 

networks.  The position of the central government was strengthened by the relatively 

small geographic area administered by the KMT- the island of Taiwan could fit within 

the province of Fujian across the strait.    
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Taiwan’s political system prominently featured a “strongman,” or autocratic 

military dictator. In the early 1970s, an ailing Chiang Kai-shek, the top leader, handed 

more power to his son, Chiang Ching-kuo, who assumed the office of Premier in 1972, 

KMT chair in 1976, and was elected president in 1978. As of 1974, Chiang Ching-kuo 

maintained absolute control of the military and security forces.  

Like his father before him, Chiang Ching-kuo strongman had ample resources, 

both financial and human, and policy instruments available to influence economic 

policy.449 However, while the KMT government had ultimately say on policies that 

affected its legitimacy, it tended to defer to economic and security specialists on concrete 

matters related to their expertise.450  Some experts attributed the KMT’s relative 

deference to economic expertise to their searing experience on the mainland. Rampant 

inflation and corruption contributed to the KMT’s defeat at the hands of the CCP. 

Moreover, the KMT regime firmly believed in fiscal and monetary conservatism. To 

reduce risks of corruption, they separated political from economic elites and tended to 

adhere to economic orthodoxy. 451  The KMT central leadership generally maintained a 

hands off approach to the economy except for the state owned enterprise (SOE) sector. 

The importance of SOEs neared their peak in the 1970s and 1980s, but even at the height 

of its power the SOEs never achieved the dominant presence that they did in communist 
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China. For example, SOEs accounted for 5% of GDP in 1951, rising to 9.4% in 1971, and 

reaching a peak in 1981 at around 10%.452 

Politically, the KMT was never a coherent party during its rule on the mainland, 

nor during its rule in Taiwan. It upheld a vague ideology and instead appeared dominated 

by factions. The rule and power of Chiang Kai-shek and Chiang Ching-kuo were based 

on the manipulation of the factions, balancing them and making them check one another. 

Although most of the political factions were weakened after the KMT retreated to 

Taiwan, the power struggles within the party never ceased. When old factions failed, new 

factions emerged.453 

Under Chiang Ching-kuo, the principal political division among factions lay 

between progressives and conservatives. 454 However, although tensions between groups 

manifested occasionally, party discipline generally held firm. There were no reports, for 

example, of flagrant displays of defiance of party discipline or overt challenges to 

Chiang’s authority.  

Developments related to elite opposition 

The island’s elite tended to have a moderate share of the nation’s resources and 

featured a high level of differentiation.  Although the division between mainlanders and 

native Taiwanese remained a major cultural barrier, the KMT’s political design 

successfully coopted many local elites through a strategy of corporatism and clientelism. 
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In 1974, the interests of both local and national level elites converged with those of the 

central leadership.  

In terms of the control of income and wealth, the Taiwan elite’s share of income 

remained relatively modest through this period. According to government statistics, the 

top 10% of income earners earned about 25% of national income.455  

China’s political system featured dominance at the central government level by 

mainlanders, and dominance of the lower level government offices by native Taiwanese. 

Joseph Bosco characterized the local political organization as one featuring “factions,” 

which he defined as groupings that featured “uncertain duration, personalistic leadership, 

a lack of formal organization, and a greater concern with power and spoils than with 

ideology or policy.” He added, however, that Taiwan’s factions had a more fixed nature, 

with permanent names, a strong sense of identity, and a stable leadership. These factions 

operated as political machines within the KMT, with elected officials distributing goods 

to supporters.456   

Taiwan’s elites featured a high degree of differentiation. Through the 1970s, the 

mainlander KMT officials dominated the central government, state, and principal policy-

making sectors.  By contrast, the local Taiwan elite, excluded from higher level 

government positions, tended to concentrate in local government and in the business 
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sector, especially the private sector.  Thus, while economic resources were diffused, they 

came to be held largely by the Taiwanese. 457 

In the early 1970s, the KMT began to experience a dearth in talented personnel 

who could serve in the traditional higher level offices as older mainlanders retired or 

died. To make up the shortfall, Chiang made a bid to coopt rising native Taiwan elites 

through his political strategy of “Taiwanization.” The strategy aimed to gradually defuse 

political opposition by expanding opportunities for them within the ruling party. When 

Chiang Ching-kuo assumed the premiership in 1972, six Taiwanese were given positions 

at the cabinet level in the Executive Yuan. For the first time a Taiwanese, Hsieh Tung-

min, was appointed governor of the province of Taiwan. 458 

Developments related to public cohesiveness 

In Taiwan, state control over society had never been absolute, even in the 1950s 

and 1960s. The KMT did not attempt to control every aspect of its subjects’ lives and the 

inhabitants of the island generally enjoyed wide range of personal, non-political liberties. 

The looseness of the party’s ideology also permitted considerable room for discussion 

and debate within the ranks, so long as taboos such as the legitimacy of KMT rule were 

not crossed.459  

The society experienced a significant division between the mainlander émigré 

population and the local Taiwan natives, but in the initial decades this difference was 

                                                 
457

 Alan Cole, "The Political Roles of Taiwanese Entrepreneurs,” Asian Survey, Vol. 88, September 1968,  

pp. 645-654. 

458
 Winkler, 1984. 

459
 Peter R. Moody, Opposition and Dissent in Contemporary China, Stanford, CA: Hoover Institution 

Press, 1977, p. 246. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

299 

 

eased by a shared opposition to the prospect of communist control of the island. A 

relatively low level of inequality and ample opportunities for the local population to 

prosper economically and participate in the political process through local elections also 

helped facilitate social cohesiveness. Taiwan experienced relatively low levels of 

inequality, with a Gini coefficient of about 0.28 in 1975.460 As an example of how a fairly 

well-endowed central government employed policy instruments to curry favor with the 

local population and ease opposition, in 1973, the central government changed its policy 

towards rural areas from one of squeezing farmers to one of generous subsidies. This 

helped consolidate the center’s political relationship with rural areas, which tended to 

consist of local Taiwan natives. 461 

The populace experienced a higher level of political cohesiveness and integration 

than was the case on the mainland. The KMT may have maintained a Leninist 

organization and monopolized political power, but it maintained a system of local 

elections designed to coopt local elites. The KMT also tolerated competitive elections at 

the local level in part to placate their U.S. patron. These elections chose the officials-

generally members of the KMT-who governed at the village and local government level, 

and were widely regarded as real, competitive, and based on local interests. In these 
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elections, factions mobilized voters on a political machine-like basis to gain favors from 

patrons.462   

The Taiwan economy in the early 1970s featured a shrinking but productive 

agricultural sector and a growing manufacturing sector divided into three parts: the state 

owned industries, large enterprises, and small to medium enterprises (SME). The KMT 

maintained control of the SOEs, which were concentrated in upstream “strategic” 

industries. However, an ideological imperative to maintain its own anticommunist stand 

and pressure from the United States persuaded the KMT regime to divest itself of some 

state-owned enterprises and to foster a few private enterprises as early as the 1950s. 463 

The KMT encouraged the Taiwanese to engage in the enterprises of the island's visibly 

growing economy. As long as the native industrialists and businessmen stay out of 

sensitive political areas, their wealth remained intact. The KMT’s support for economic 

opportunity helped maintain a common identity in the face of the perceived threat from 

mainland China.464  Indeed, the SMEs were major employers, accounting for over 50 per 

cent of all workers during the mid to late 1970s. They were major producers, responsible 

for 44.9 per cent in 1976 of the total value of production. They were not only major 

exporters but also a major driver of the whole Taiwan economy, with extensive linkages 

to both upstream SOEs and intermediate-stream large enterprises.465 
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Social segregation between mainlander and local Taiwanese had eased somewhat 

by the early 1970s as the island’s population learned Mandarin, but distinctive patterns 

persisted. One difference was vocational. More than half of the mainlanders held 

positions in the categories of " public administration " and "military, police, and national 

security.” Of the positions related to national security, mainlanders occupied 82 percent. 

They also dominated in the public administration, legal, medical and university positions. 

However, their presence in the armed forces had declined. A majority of the Taiwan 

enlisted force now comprised of the island’s natives, but mainlanders firmly controlled 

the higher ranking officer corps.466 

IV Measurement 1, Late 1973 

 

 
Table 6.1. IV Measurement 1.1. Strength of Central Leadership, Late 1973 

Independent 

variable 

Measurement Note 

Government 

control 

Dominant Small country- most subordinate level 

governments responsive  

Control of security 

forces 

Dominant KMT in firm control of military, internal 

security forces 

Political control Partial Atrophy in KMT ideology, discipline, 

credibility after US shifts recognition 

Assessment IV1 central control Strong 
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Fairly autonomous, the well-resourced KMT central leadership held a dominant 

position in the island’s political economy, but key developments had begun to weaken its 

hold on the KMT political party as Taiwanization introduced new elites with different 

outlooks and values from the mainlander elite. 

 

 

Table 6.2. IV Measurement 1.2. Strength of Elite Opposition, Late 1973 

Independent variable Measurement Note 

Elite share of national 

wealth 

Limited Elite share of income remained 

modest 

Elite collusion Limited Differentiated political, economic 

elites 

Disposition of elite 

interests to center’s policy 

agenda 

Convergent The Taiwan elite benefited from the 

KMT’s export oriented strategy 

Assessment of IV2 Weak 

 

 

 

The elites were highly differentiated both vertically and horizontally. Vertically, 

mainlanders controlled the highest offices, while local Taiwan natives dominated lower 

levels of government. Horizontally, mainlanders focused principally on the government 

and security sectors, while the local Taiwan elite focused principally economic activities, 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

303 

 

dominating the small and medium enterprises which served as the backbone of the 

economy. The elite share of national income remained fairly modest, however. 

 

 
Table 6.3. IV Measurement 1.3. Strength of Public Cohesiveness, Late 1973 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Cohesive Mostly formal workforce, 50% unionized, little 

foreign corporate presence 

Political 

cohesiveness 

Cohesive Patronage networks, local elections offer means for 

political involvement and distribution from state to 

populace 

Socio-cultural 

cohesiveness 

Cohesive Shared identity opposing communism and general 

support for KMT, but local Taiwan identity grows 

Assessment of IV3 public 

cohesiveness 

Cohesive 

 

 

 

The populace had a fairly economically cohesive workforce, with most non-rural 

workers formally employed and a minimal informal sector. The enterprises featured 

mostly domestic industries, with little foreign presence. Politically, the authoritarian 

system featured an unusual electoral system for local level offices. A major social 

division between mainlanders and local Taiwan people began to grow with the 
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weakening of the KMT’s international position and the thawing of U.S. relations with 

mainland China. 

 

 

Table 6.4. IV Measurement Summary: Late 1973 

Independent variable Measurement “Enabling configuration” 

Central leadership Strong Strong  

Elite opposition Weak Weak  

Public cohesiveness Cohesive Cohesive 

 

 

 

This combination comports with the “enabling configuration” that facilitated 

successful implementation of a major, multi-sector policy initiative. The KMT 

leadership, although weakened faced a favorable political environment for pursuing its 

upgrading reforms. 

Intervening developments 1, 1974-76 

In this period, the government proceeded with its strategy for economic upgrade. 

There appeared to be little opposition among either the mainlanders or local Taiwan 

populace, since the export-dependent economy’s industries recognized the need to 

improve their competitiveness. The mainlanders served primarily in the non-economic 

sectors and thus had little reason to oppose an economic strategy recommended by 

technocrats and specialists as a means of improving the country’s long-term economic 

performance.  Local Taiwan business elites likely welcomed the infrastructure 

development projects and initiatives. Very few elites had a vested interest in resisting the 
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upgrading initiative in favor of maintaining outdated and uncompetitive industrial 

arrangements. 

Developments related to central leaders 

Generalissimo Chiang Kai-shek died in 1975, and his son Chiang Ching-kuo 

assumed power. By all accounts, Chiang Ching-kuo had successfully amassed power to 

become the undisputed leader of the country since 1972. As premier, he had assembled 

around him a group of forward- looking technocrats to assist him in developing Taiwan's 

growing economy. Chiang Ching-kuo's rise to such a position has also brought a quiet but 

unmistakable change in the regime's power structure.467  Chiang Ching-kuo accumulated 

additional powers in this period, including the chairmanship of the KMT, which he 

gained in late 1975 and the Presidency in 1978. In terms of the central government’s 

control of subordinate bureaucracies, there was little evidence of organized resistance to 

Chiang’s directives. The principal opposition to Chiang’s authority within the 

government and party tended to derive from factions, a long-standing feature of Taiwan 

politics. Chiang Ching-kuo relied on his inner circle and had to manage power struggles 

between competing groups.468  

The military experienced a significant increase in membership from the local 

population, with about 80% of the enlisted force consisting of local Taiwan people. The 

mainlander KMT retained a tight grip on the most senior posts, but at least some local 

Taiwan people entered higher ranks.  There was no sign of disaffection or disobedience 
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among the military and security forces, although atrophy in the KMT’s control weakened 

these means of political control. 

Developments related to elite opposition 

In this period, the elites continue to prosper, although their share of income 

remained relatively unchanged from the previous period. While the mainlanders 

continued to control key political posts, the Taiwan locals dominated the economy, 

especially the SME sector, which proved a major engine of the country’s economy. By 

contrast, the SOEs provided the KMT with a degree of autonomy and control over the 

domestic economy but did not generate as much revenue as the export-oriented SMEs. 

While the Taiwan business elites continued to participate in the political system, they also 

pressed for greater representation within the KMT. However, the demands of the business 

elites did not fundamentally oppose those of the central leadership. There was no 

evidence of widespread defiance or resistance to KMT central efforts to carry out 

economic upgrading, for example. 

The local level elections became a funnel for local elites to enter politics. In due 

course, this expanded the scope of the political contests and loosened mainlander control 

of the political system. The issue of fairness in electoral campaigns that favored 

mainlander factions had long been a point for dissidents and had helped fuel the 

opposition movement. Despite periodic crackdowns, the KMT party-state did 

incrementally expand the electoral process and relax election rules.469 
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The political opposition formed in part from efforts by the center to coopt the 

local elites. As the country prospered, a new intellectual and business elite arose. To 

coopt these individuals, the KMT introduced new elections and recruited many promising 

young people into party and government positions. However, the KMT could not offer 

enough high level positions, due to its desire to maintain control of the most important 

positions. Dissatisfied with the limited opportunities, ambitious local Taiwanese began to 

form an opposition, the “Tang-Wai.”470 

As the Taiwan economy became more integrated with the world market, private 

business could seek capital and other resources from foreign business partners. The 

dependence of local business on the government for credit and other assistance was 

greatly reduced. This in turn reduced the leverage mainlander elites had over Taiwan 

businessmen through control of the island’s finances. Businessmen and professionals 

accordingly became empowered to demand more freedom to go about their own business 

and pressed for further liberalization of the economy from state control. Rapid economic 

changes thus occurred at a time when the KMT’s institutional capacity for mobilization 

and control was eroding. In the earlier period, to prevent opposition forces from 

coalescing around major social groups with a potential for articulating independent 

interests, the regime had attempted to eliminate or control these groups. However, the 

increasing complexity of social and economic life resulted in an ever-expanding number 
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of civic and social associations, which were beyond the capacity of the party to monitor 

and control.471 

Developments related to public cohesiveness 

The fallout from the party’s loss of international recognition added fuel to a 

growing Taiwan identity movement. The ROC government’s claim to represent all of 

China no longer held much credibility. And with the government’s de facto control 

narrowed to Taiwan, the question who should rule and to what end became more salient. 

Local Taiwan people began to demand more concessions to their local identity and 

culture from a mainlander-dominated central government intent on promoting a common 

“Chinese” identity and culture. Reflecting the central government’s weakened position, 

authorities loosened some restrictions and allowed more critical publications to circulate.  

At the same time, the employment sector remained relatively unchanged, with the 

non-rural workforce generally engaged in formal work and the corporate sector featuring 

a low level of foreign enterprise penetration. The electoral opportunities provided 

opportunities for the public to demonstrate its support for political leaders who showed a 

greater willingness to question KMT orthodoxies. In a few cities, non-KMT officials 

were elected to office for the first time.472  

Moreover, the center’s position regarding the populace weakened considerably 

when the center realized its need for the country’s SME sector. This change was triggered 

by the political troubles due to the legitimacy crisis and demands for political 
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participation as a result of Taiwan's loss of its UN seat and economic problems caused by 

the oil crisis and rising wages. The KMT regime suddenly discovered the significance of 

the SMEs for their rule. Their exports had become increasingly significant to the 

economic growth that the KMT desperately needed as a new source of legitimacy in the 

wake of the diplomatic setbacks. The SMEs were also viewed as a significant force by 

the KMT regime in its effort to restrict the Taiwan-owned large enterprises that were 

becoming increasingly influential. Eager to cultivate their support, Chiang Ching-kuo's 

repeatedly emphasized the importance of policies to support SMEs and promote their 

interests.473 Thus, the interests of the center, mainlander-dominated political elite and the 

Taiwan dominated economic elites aligned in support of a more active promotion of 

SMEs. 

IV Measurement  2, Late 1976 

 

 
Table 6.5. IV Measurement 2.1. Strength of Central Leadership, Late 1976 

Independent 

variable 

Measurement Note 

Government 

control 

Dominant Local governments appear compliant with central 

directives, with little evidence of noncompliance 

Control of 

security forces 

Dominant Mainlanders firmly control security forces, 

although local Taiwanese comprise vast majority 

of rank and file. 
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Political control Partial Increasing disaffection as local Taiwan elites start 

to defect to Tang-Wai, despite KMT’s efforts at 

Taiwanization 

Assessment of IV1 center 

strength 

Strong 

 

 

 

The central government retained considerable strength during this period, as 

Chiang Ching-kuo consolidated control of the government, party, and military. Factional 

power struggles within KMT fairly modest and did not significantly impact Chiang’s 

control. 

 

 
Table 6.6. IV Measurement 2.2. Strength of Elite Opposition, Late 1976 

Independent variable Measurement Note 

Elite share of national 

wealth 

Limited Still relatively low share of wealth 

Elite collusion Limited Elites still mostly differentiated vertically and 

horizontally, despite increasing Taiwanization 

Disposition of elite 

interests to center’s 

policy agenda 

Convergent Central government backs SME as a driver of 

economic growth to bolster legitimacy of 

KMT regime 

Assessment of IV2 elite opposition Weak 
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Elites remain relatively weak, with modest control of income and differentiated 

into mainlander-dominated security posts and Taiwan-dominated economic groups. 

Taiwanization increased local business elites’ access to higher level government offices. 

Although the economic elites generally approved of an economic strategy designed to 

improve the competitiveness of the island’s industries, local elites began to articulate an 

opposing policy agenda over the country’s identity and politics. Resentment also grew 

over the mainlanders’ resistance to opening higher level offices to the local elites. 

Nevertheless, the central government’s need for economic growth as a source of 

legitimacy to offset the diplomatic setbacks resulted in a general alignment of interests 

between central leaders and the elites. 

 
 

Table 6.7. IV Measurement 2.3. Public Cohesiveness, Late 1976 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Cohesive Low inequality, mostly formal workforce, unions, 

small foreign corporate presence 

Political 

cohesiveness 

Cohesive The electoral process provided a means for 

organizing and demonstrating public sentiment 

regarding the importance of local native identity, 

which the center felt compelled to respond to 
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Socio-cultural 

cohesiveness 

Fragmented Increasing friction between mainlander and native 

Taiwan populace 

Assessment of IV3 Cohesive 

 

 

 

The population continued to experience a fairly high level of cohesiveness, with a 

fairly low level of social inequality, high levels of formal employment, and an economy 

featuring domestic companies with clear linkages that incentivized coordination for 

upgrading policies. The electoral process provided a means for the public to organize and 

articulate its views on the imperative of accommodating local identity, which central 

leaders accommodated. Cultural and social distinctions grew somewhat sharper in the 

aftermath of the KMT’s loss of international recognition.  

 

 
Table 6.8. IV Measurement Summary: Late 1976 

Independent variable Measurement “Enabling configuration” 

Central leadership Strong Strong 

Elite opposition Weak Weak 

Public cohesiveness Cohesive Cohesive 

 

 

 

The central leadership retained a firm grip, but they also recognized that time was 

not on their side. The economic elites, dominated by the Taiwanese, had grown 

increasingly influential while the mainlanders saw their strength wane.  Society remained 

generally cohesive, which suggested a high potential for political mobilization. Ironically, 
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the KMT central leadership succeeded in temporarily buying off discontent with its 

policies regarding SMEs and the rural populations, but this conciliated the population 

while maintaining a high potential for political mobilization. The problem for the KMT 

mainlander-dominated center was that its ability  to exploit this potential was rapidly 

declining while the local Taiwan elite was becoming better positioned to lead such a 

mobilization, due to the shared cultural and social identity as well as economic linkages 

with the workforce.  

Although the center’s position was weakening, the convergence in interests 

between the center and elite as well as actions taken by the center to maintain the 

cohesiveness of the public resulted in a favorable political condition for realizing the 

major, multi-sector policies for economic upgrading. 

Intervening developments 2, 1977-79 

In this period, the weakening political position of the central government faced 

severe tests. The central leadership made additional concessions to conciliate the local 

Taiwan elite, but this merely bought time and did not address the underlying political 

dilemmas for the central leadership. However, in regard to the economic development 

strategy, the center continued to experience fairly strong support from the country’s 

economic elites and the public. The major, multi-sector policy initiatives to upgrade the 

country’s infrastructure and improve the competitiveness of the export industries were 

successfully implemented. 
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Development related to central strength 

Chiang Ching-kuo continued to maintain a strong grip on the central government 

and on the military. However, his control over lower-level governments weakened as 

more local native Taiwanese entered office. In some cases, elected officials did not 

belong to the KMT. In the KMT itself, the ascendance of a wealthy and assertive middle 

class and other autonomous social groups confused the established electoral system based 

on strict KMT control and patronage. When elected officials and representatives could 

succeed in the political arena without depending exclusively on the party's resources and 

support, they began to gain their own autonomy. However, in this period no elected KMT 

officials dared to defy the central leadership.474 

To strengthen his connection with the people, Chiang cultivated an image as a 

down- to-earth popular leader. At the same, he maintained a firm grip on the security 

forces. He put close allies in charge of top military positions and most observers of the 

time conceded the central leadership held undisputed control over the nation’s security 

forces. 475 

Developments related to elite opposition 

Years of rapid growth had resulted in an increasingly pluralistic society and 

wealthier, well-informed middle class and elites.  Observers noted the remarkable 

autonomy of the business class. Individual small and medium enterprises were 

unorganized and appeared generally beyond the capture of the party-state. However, the 
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share of income by the top 10% of earners increased only slightly, resulting in a still 

relatively equitable society.476 

Political opposition crystallized into anti-regime protests that erupted following 

President Chiang Ching-kuo’s decision to suspend elections in 1978, angering an 

increasingly powerful Tang-Wai opposition. Efforts to expand publication of media 

critical of the KMT’s abuses resulted in a street protests, clashes with police, and 

crackdown the following year. The divergence between central authorities and the 

Taiwan elite continued to grow, despite general support for the country’s economic 

development strategy.477  

Developments related to public cohesiveness 

Economically, the fruit of the economic upgrading strategy began to bear fruit, 

with GDP growth rebounding in the late 1970s and wages experiencing further gains.  

The workforce remained mostly formal and employed in the industrial sector. The island 

began to reduce its dependence on exports and improve the role of domestic consumption 

as a driver of growth. In 1975, about 35% of the economy’s GNP came from exports, 

which represented a decline from 1973, when the ratio reached 47%.478 

These changes were occurring at the same time that the KMT'S institutional 

capacity for mobilization and control, once so overpowering and well developed, was 

rapidly eroding. The ever-expanding variety of civil society organizations had developed 
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beyond the capacity of the KMT to monitor, much less to control. Moreover, the KMT’s 

security forces struggled to penetrate internationally oriented organizations, such as the 

Junior Chambers of Commerce, the Lions Clubs, and the Rotary Clubs. 479 

IV Measurement 3, late 1979 

 

 
Table 6.9. IV Measurement 3.1. Strength of Central Leadership, Late 1979 

Independent variable Measurement Note 

Government control Dominant Little evidence of sub-national government 

insubordination 

Control of security 

forces 

Dominant Chiang maintains firm control of military 

and internal security forces 

Political control Partial Growing discontent among Taiwan native 

born KMT members 

Assessment of IV1 Strong 

 

 

 

Chiang maintained a tight grip on the government and security forces, but his 

control of the KMT and political networks continued to atrophy as more and more local 

Taiwan natives began to oppose the mainlanders’ monopoly on power. 

                                                 
479

 Tun-Jen Cheng, 1989. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

317 

 

 

 

Table 6.10. IV Measurement 3.2. Strength of Elite Opposition, Late 1979 

Independent 

variable 

Measurement Note 

Elite share of 

wealth 

Limited Elites prosper but still hold a modest share of the 

nation’s income 

Elite collusion Limited Some collaboration between native-born political 

insiders, economic elites 

Elite-center 

congruence 

Divergent While convergence on economic strategy persisted, 

central leaders experienced growing opposition on 

power sharing issues with the local Taiwan elites.  

Assessment of IV2 elite 

opposition 

Limited 

 

 

 

The local Taiwan-dominated elite continued to have a modest share of the 

country’s income and wealth, thus limiting their ability to challenge the central 

leadership. However, growing sympathy among native-born Taiwanese officials for the 

Tang-Wai opposition raised the risk that the mainlanders might face a powerful coalition. 

Moreover, despite general support for the KMT led economic development strategy, 

political differences intensified, especially in the wake of the protests of 1978-9.  
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Table 6.11. IV Measurement 3.3. Public Cohesiveness, Late 1979 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Cohesive Workers remain in formal industries, some foreign 

investor presence 

Political 

cohesiveness 

Cohesive Public gains concessions for more electoral reforms; 

some acceptance of organized opposition  

Socio-cultural 

cohesiveness 

Fragmented  Deepening division between mainlander and 

Taiwan societies and identities 

Assessment of IV3 Cohesive 

 

 

 

The public continued to have a relatively high level of cohesiveness, with low 

income inequality and opportunities for political participation through elections. 

However, the social and cultural differences between mainlanders and native born 

Taiwan sharpened as confrontations intensified between the KMT and Tang-Wai 

movement. The high mobilization potential of the public raised the risk that the Tang-

Wai might mobilize the public against the embattled mainlander minority. 

 

 
Table 6.12. IV Measurement Summary: Late 1979 

Independent variable Measurement “Enabling configuration” 

Central leadership Strong Strong 

Elite opposition Weak Weak  
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Public cohesiveness Cohesive Cohesive 

 

 

 

The center’s position began to weaken significantly at the same time that the 

elites were growing stronger. The high mobilization potential of the public and the fact 

that so many people shared a common social and ethnic identity with the Taiwan-born 

elites raised risks that excessive repression and violence by the center to shatter the power 

of the Tang-Wai could energize and mobilize country-wide opposition. 

Conclusion and analysis 

The case of Taiwan demonstrates how favorable political conditions can facilitate 

the implementation of major economic upgrading policies. Faced by favorable political 

circumstances owing to structural factors and major developments, the Taiwan leadership 

successfully implemented the Ten Major Projects and related policies to upgrade the 

island’s competitiveness. By 1980, the structure of Taiwan’s economy had changed 

dramatically. Industry increased its share of GDP 10% from 31.7% in 1972 to 42.8% in 

1977. Industrial products increased as a share from 56%  to 86.3% in the same period.480  

At the same time, the economy eased its dependence on exports, with the export sector 

dropping to below 35% of GNP in 1976 after reaching a high of 47% in 1973.481  
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Productivity increased 1.5%. Over the six-year period, GDP growth averaged around 9%, 

adding to the island’s reputation as the “Taiwan miracle.”482  

The configuration of the three IVs favored successful implementation of the 

economic development strategy outlined by Chiang and his advisors in the early 1970s.  

With the central government in firm control of security forces and experiencing generally 

consistent compliance from lower level governments and discipline within the KMT 

ranks, the central leadership was well positioned to carry out the coordination, coalition 

building, and other political tasks necessary to implement a major, multi-sector policy 

initiative. Taiwan’s central leadership also benefited from a largely compliant elite, 

which recognized the imperative of upgrading policies to ensure the survival and 

competitiveness of the export industry upon which the island’s economy had come to 

depend.  Although there is little evidence of organized opposition to the economic policy, 

the native Taiwan elite did oppose the mainlander’s monopoly on power.  Their share of 

resources was too modest to fund a major challenge and the elites themselves 

experienced divisions both vertically and horizontally that impaired coordinated 

opposition. However, the cohesiveness of the public provided a critical factor in the 

evolution of the island’s politics. The public’s low level of inequality, labor’s mostly 

formal work force and the business sector’s linkages between the various sized domestic 

industries as well as the existence of an established electoral system resulted in a stable, 

cohesive public with a high potential for political mobilization. Ironically, although these 

features supported the KMT’s rule in the early decades, the crisis in the regime’s 

                                                 
482

 IMF website, “Data Mapper.”  



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

321 

 

legitimacy that erupted with U.S. recognition of Beijing turned the public’s cohesiveness 

into a major liability for the ruling party. As tensions between the mainlander central 

elites and the native Taiwan elites intensified over issues of political control and social 

identity, solidarity between the public and the Taiwanese elite resulted in a formidable 

bloc of potential opposition. The mainlander-dominated central leadership, aware of the 

vulnerability of its position, tried numerous strategies to placate the native born elites, 

including more strongly backing the SME exporters who had become the backbone of the 

economy. While this resulted in convergence and robust cooperation between the center 

and business sectors, efforts to coopt the Taiwanese business elites fell short. The central 

leadership grudgingly accepted the formation of an opposition force, the Tang-Wai. An 

eroding central capacity to monitor and control civil society also enabled civil society to 

flourish, laying the foundations for liberal democratic reforms years later. 
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CHAPTER 7: SOVIET UNION CASE STUDY 1985-1991: THE DANGERS OF 

MOBILIZING PUBLIC SUPPORT FOR A WEAK CENTRAL LEADERSHIP  

This chapter examines the political interactions accompanying the Soviet Union’s 

effort to improve the country’s economic performance during the years 1985 to 1991. 

Facing slowing growth rates and increasing debt, Soviet leader Mikhail Gorbachev 

attempted to carry out a major, multi-sector policy initiative to restructure the country’s 

statist economy. However, Gorbachev encountered severe opposition from vested 

interests within the government, party, industry, and military who stood to lose from the 

changes. Despite efforts to consolidate his position through purges, bureaucratic 

maneuvers, and other measures, Gorbachev and his allies in the central government failed 

to decisively overcome this opposition. The only way Gorbachev could gain the tentative 

and only partial acquiescence of recalcitrant elites was to buy their support with massive 

increases in subsidies and scale back the proposed changes. The accumulation of 

exorbitant payoffs, a persistent feuding among elites and the leadership’s inability to take 

decisive action on critical issues fueled runaway inflation, an acute shortage of most 

goods, and destabilizing levels of debt. In this atmosphere of crisis and instability, 

Gorbachev fatally misjudged the level of public support when he mobilized popular 

support through democratic reforms. The solicitation of active political support backfired 

and instead accelerated political opposition to the communist regime and, in the 

republics, movements towards greater autonomy. A desperate coup attempt in 1991 by 

elites to stave off the inevitable loss of their incomes and privileges precipitated the 

collapse of the Soviet Union. 
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The chapter is be organized in the following manner. After first providing some 

context and background information, I briefly examine the proposed major, multi-sector 

policy initiative proposed by Soviet leader Mikhail Gorbachev. I provide a starting 

assessment of the three independent variables (IV) as of 1985. I then analyze key 

developments that affected the value of the IVs. In some cases, these developments 

consisted of political strategies by central leaders. In other cases, however, developments 

largely beyond the control of the central leadership affected the value of the IVs. I 

provide a second assessment of the value of the IVs as a result of the developments as of 

1988. I then consider developments that affected the value of the IVs for the subsequent 3 

year period. After recounting the key developments, I provide a third and final 

assessment of the IVs as of 1991. The final assessment also considers the government’s 

relative success or failure in improving the economy’s performance. 

Context  

When Gorbachev became general secretary in May, 1985, the Soviet economy 

experienced significant stagnation. Economic growth rates had slowed, and productivity 

rates were diminishing. The Soviet people had for years experienced minimal gains in 

their quality of life.  The low quality of Soviet manufactured goods made them 

uncompetitive on western markets and the technological gap with the West continue to 

widen.483 The official economy’s inability to produce sufficient quantities of food, 
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consumer goods, and services fostered the development of black market activity, but even 

this failed to provide adequate quantities of many goods and services. 484  

At the heart of the Soviet economy’s problems lay the interrelated issues of debt 

and low productivity. The Soviet Union’s economic problem with debt owed in part to 

the country’s costly approach to industrialization under Stalin, which saddled the country 

with a huge long-term debt burden. The problem was compounded by the reliance on 

central planning, which provided little incentive for individuals or enterprises to act 

efficiently. In 1965, Alexei Kosygin, chairman of the Council of Ministers, attempted to 

improve productivity by introducing a more responsive pricing mechanism. The effort 

failed, however, in large part due to opposition from elites. In particular, enterprise 

managers, who enjoyed privileges and influence, resisted change.485  Soviet planners 

followed Kosygin’s failure with 15 years of almost continuous incremental modifications 

that left the system intact.  Although they persisted in seeking more effective forms of 

organization and ways to incentivize enterprises without transforming the system, the 

results proved invariably disappointing. Symptomatic of the government’s failed 

approach was the multiplication of bureaucracies to deal with issues of production. From 

1966 to 1985, the number of industrial ministries increased from 31 to 57 and total 

employment in state administration rose by 82 percent.486  
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Western economists and international advisory groups pointed out the interrelated 

problems of low productivity, inefficiency, debt, and slow growth.487 Echoing a view 

commonly seen in western writings, one analyst of the time noted that Moscow could “no 

longer sustain the high growth rates of the past that were based on the established 

practice of injecting ever-larger quantities of investment capital and labor resources into 

the economy.”488  Ed Hewitt at the Brookings Institute highlighted in 1984 three 

persistent problems: Enterprise security, employment security, and the reliance on central 

planning. The Soviet system minimized competition between enterprises, limited imports, 

and featured a massive number of redundant enterprises. The state also provided 

generous subsidies for enterprises that failed. The state’s commitment to full employment 

meant companies had little incentive to reduce payrolls and workers had little incentive to 

work hard. And due to the importance of central plans that prioritized production above 

all, enterprises regarded central government bureaucrats as the only customers who 

mattered.489 

Soviet economists and some officials also recognized that their country needed to 

improve the productivity of the economy. They noted that the reliance on debt-fueled 

growth carried a high “externality” cost in the form of worsening environmental 

degradation and soaring debt levels. Worker health suffered in other ways too. For 

example, many drank heavily when relocated to distant industries in Siberia with little to 
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do.490  Gorbachev observed in his 1987 book Perestroika, “The country in the latter half 

of the seventies began losing momentum. Economic failures became more frequent. 

Difficulties began to accumulate and deteriorate, and unresolved problems to multiply. 

Elements of what we call stagnation and other phenomena alien to socialism began to 

appear in the life of society.”491 

A sign of the problems of low productivity could be seen in the agriculture sector.  

In the early 1970s, the Soviet Union exported 7 million tons of grain per year, but by 

1982, the USSR had to import 45 million tons. In 1981 and 1982, the food situation was 

so dire that some large cities had to reintroduce food rationing. Yet the disappointing 

production coincided with massive state subsidies. Although higher prices provided an 

incentive for farms to turn over crops to the state, they provided no incentive to improve 

an inefficient agricultural system, which in 1982 already used more fertilizer than the 

most efficient farms in western countries.492 

The Soviets debated two ways to improve productivity. One approach, preferred 

by the elites who worked in industry and the bureaucracy, preferred to upgrade 

production processes and invest in new technology. Recognizing the outdated and rusting 

state of many Soviet factories, this approach sought to increase capital investment, 

overhaul old factories, build and buy new machinery, and adopt more capital-intensive 
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manufacturing processes. But while this approach did have some economic logic, it also 

carried a political logic that appealed to these elites.  For bureaucrats and managers in 

each sector, more funds meant more opportunities for patronage and corruption, and more 

resources to spend on pet projects.  A contrasting approach, favored by some Soviet 

economists, sought to improve efficiency by making better use of existing capabilities. 

Related ideas sought to modify incentives, change how enterprises were structured, and 

how revise how the government interacted with enterprises. This approach was based on 

the insight that the planned economy provided few individuals or enterprises with 

incentives to behave efficiently. For example, there were few differences in wages, so 

workers saw little incentive to work hard. Enterprises were judged by dozens of different 

indicators, few of which had little to do with productivity. Unlike the preceding approach, 

the latter had the distinct political disadvantage of lacking powerful interest groups to 

lobby in its favor.493   

Developments related to central leaders 

Gorbachev’s tenure as General Secretary started from a position of weakness 

relative to the party and government, which was dominated by conservatives who resisted 

the idea of radical change. A hint of the opposition Gorbachev would face from the 

government bureaucracy could be seen in the tentative experiments with market-friendly 

incentives that occurred in the early 1980s. The resistance from ministries and industries 

                                                 
493

 Vladimir Mau, “Perestroika: Theoretical and Political Problems of Economic Reforms in the USSR,” 

Europe-Asia Studies, Vol. 47, No. 3, 1995, pp. 387-411. 



NOT CLEARED FOR PUBLIC RELEASE. DO NOT CITE. 

328 

 

proved so strong that the experimentation slowed sharply by the time Gorbachev became 

general secretary in 1985.494   

Party unity and discipline had seriously eroded by the time Gorbachev assumed 

power. By the mid-1980s, the Communist Party had become dominated by economic 

interest groups that wielded immense power, particularly when defending their 

bureaucratic turf. On economic questions, industrial interest groups and economic 

bureaucrats, operating through the Communist Party apparatus, often played the most 

important role. Long-serving officials in Soviet industrial ministries developed power 

bases and patronage networks that let them implement policies independently of, and 

sometimes in contradiction to, Moscow’s wishes. 495 Corruption flourished as well. CIA 

sources showed that the use of political influence in the job market had steadily increased 

and that corruption had become especially prevalent in the housing sector and that illegal 

trade flourished in agricultural products, consumer goods, and automobiles.496 

Gorbachev started his tenure from a position of weakness relative to the military 

as well. He lacked any military experience and did not have a client network in the 

military. Moreover, the military-industrial complex had grown to become among the 

most powerful interest groups. Tensions had grown between civilian and military leaders 

as the decline in the rate of growth after 1975 raised questions about the massive 

allocation of resources to defense expenditures. Despite pressing needs in the civilian 
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economy, the military leadership succeeded in gaining an increase in the share of GNP 

allocated for military spending between the mid-1970s to the mid-1980s.497   

Perhaps reflecting an awareness of the forces arrayed against change, Gorbachev 

initially focused on conventional measures to improve the economy’s performance. His 

first economic reform consisted of “uskorenie,” or “acceleration” of economic 

development. This approach emphasized capital investment and tighter central control, 

the usual prescription adopted by Soviet leaders.498 Like his predecessors, Gorbachev 

quickly learned that these measures did not materially improve the nation’s situation. 

Developments related to elite opposition 

By the time Gorbachev entered office, the elites of the country had become 

entrenched. The strength of the elites could in some ways be difficult to assess. As a 

communist society, after all, the elites held a smaller share of income than their 

counterparts in the west. The top 10% income share was about 23% in 1985, far lower 

than France (30%) and the U.S. (37%) at that time. Moreover, the elites had little private 

wealth, since private property was outlawed.499  However, elites maintained privileges 

that underscored their status and granted then disproportionate power in the political 

system. In particular, the elites maintained formidable political influence and numerous 

“perks” such as a superior standard of accommodation, access to special shops containing 

imported luxury items), and holidays in special resorts. Individuals in higher level 
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bureaucratic positions gained even more privileges. Although the official salary remained 

low in monetary terms, high level officials could supplement their incomes through 

corruption and bribery.500 Elites also enjoyed access to superior health care unavailable to 

the masses, such as access to imported automobiles. Some even had private airplanes.501 

The level of collusion both horizontally, in terms of collaboration between 

industry and government, had solidified. In horizontal terms, collusion between 

government and industry had been present as a feature of the political economy since the 

early years of the USSR. Beginning in the 1930s, political leaders tightly controlled 

economic activity. A multi-level, highly specialized state hierarchy governed the 

economy.  About 50 ministries directed the activities of enterprises. And the State 

Planning Committee (Gosplan) oversaw economic planning under the general 

supervision of the Council of Ministers, within guidelines approved by the Politburo. The 

Soviet Union’s government aimed to ensure the CPSU absolutely controlled the 

“commanding heights” of the economy. 502 

Similarly, elite networks of patronage reaching to the highest levels of 

government had deep roots as well.  This development happened over decades. Under 

Stalin’s brutal political system, party cadres experienced significance violence and many 

were killed. Stalin’s violent approach ensured a circulation of elites, promoted a sense of 

accountability, and prevented the formation of cliques that could oppose his decisions. 
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Brezhnev rejected this inhumane and cruel method of rule and offered a “stability of the 

cadres” that granted job security and assurances against random violence. But Brezhnev 

did not offer a clear mechanism to achieve similar political goals of cadre accountability. 

Accordingly, in subsequent years, elite groups began to solidify and develop elaborate 

and robust patronage networks. Party discipline grew lax and the missing of production 

targets occurred more frequently since such violations carried less of a penalty. The new 

policy also provided political cover for cadres to abuse their powers.503 

Declassified CIA reports of the time noted that the power of elites entrenched in 

the party-state. One 1985 report concluded that Gorbachev would likely “encounter 

resistance from segments of the elite who stand to lose most: the venal members of the 

entrenched bureaucracy who have survived earlier corruption campaigns; regional party 

officials who may see the anticorruption campaign as part of a larger policy of tightening 

central regulation of republic party organizations; and the economic bureaucracy 

(especially  the ministries), which may fear that moves against corruption will go hand in 

hand with some kind of economic reform.“504 

Three interest groups stood out as among the most powerful: agriculture, energy, 

and the military. These industries have been labeled by both Soviet and western analysts 

as the agro-industrial complex, the fuel-energy complex, and the military- industrial 

complex. Each of these collusive networks of government-industry-party members 

featured its own bureaucracy. Personnel often spent their entire career within a single 
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industrial complex, creating intricate patronage networks strengthened by relationships, 

favors, and loyalty. The prominence of these three groups owed in part to real needs that 

they addressed:  Energy exports provided a major source of revenue for the country, 

agriculture employed and sustained large parts of the population and the military protected 

the nation from foreign aggression. However, the bureaucracies at the heart of each of 

these industrial complexes abused their positions of importance for gain and tenaciously 

defended their interests. 505 

The strength of the military-industrial complex could be seen in the 

disproportionate access to the nation’s resources that it enjoyed. It alone constituted about 

20% of Soviet economic output and about 40% of the state budget. It employed at least 

15 million people, almost one-tenth of the Soviet workforce. Most of the Soviet Union’s 

scientific and technological research took place within the defense sector.506 The details 

of the size of the military-industrial complex could be hard to discern even to the nation’s 

leaders. Military officials resisted demands by the central leadership to make its 

economic footprint more transparent. Only in 1987 did Gorbachev finally manage to 

publish data on defense spending.”507 

Similarly, Gorbachev ran into serious resistance from the agricultural lobby when 

he proposed an incentive system to improve the productivity of farms. Local party leaders 

benefitted from patronage networks that reached from the top of the Politburo down to 
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collective farms. Managers of industries that produced tractors, fertilizer, and irrigation 

works depended on high levels of agricultural investment for political power and 

economic well-being. Ministry officials knew that decentralization would reduce their 

influence. All of these groups vigorously opposed change, arguing that Gorbachev’s 

ideas were naive. Despite his own background in agriculture, Gorbachev made little 

progress by the end of his tenure in compelling these groups to adopt more efficient 

farming practices.508 

Developments related to public cohesiveness 

Economically, the society remained cohesive but trended towards fragmentation. 

Officially, all workers were employed and enjoyed welfare benefits. Indeed, the state 

went to great lengths to avoid spurring job losses by cutting employment rolls. But rising 

inflation, widespread shortages, and price controls spurred the creation of a large and 

growing informal market.  The gray market (different from a black market in that traded 

goods may not be illegal, but they are distributed outside official channels) , or “second 

economy,” consisted of markets and employees who did not pay tax, draw benefits, or 

work in the formal economy. Goods and services were sold in non-approved markets and 

channels. The second economy played a large role in agriculture, with the output of 

collective farmers’ personal plots providing 30 to 42 percent of total agricultural output. 

Soviet press reports stated that 80-85 percent of all gasoline ended up on the black 

market, 25 percent of the internal fish catch originated from illegal catches on state lands, 
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and that 25 percent of all distilled alcohol was produced and sold outside the state 

sector.509 

Politically, the public remained fragmented with few venues for participation. But 

widespread circumvention of official controls suggested people were beginning to build 

new forms of political association outside formal channels. The controls exercised by the 

state had begun to break down by this time. Extensive controls on the dissemination of 

information remained in effect, but Soviet citizens routinely evaded them. The populace 

relied so extensively on audio tapes and video cassette recorders to evade political 

controls that the state resorted to producing and selling them. Individuals also 

experienced a considerable expansion in personal choices such in the selection of a 

career, employer, and place of residence. 510 

In social terms, the public remained cohesive but trended towards fragmentation. 

Inequality remained relatively modest compared to the western democracies. According 

to Mcauley, around 40% of the entire population in 1967 would be considered poor by 

the Soviet standards of 1974.  The Gini coefficient in the USSR increased from 0.229 in 

1967 to 0.288 in 1974, low compared to most western countries.511 But the sense of 

solidarity with the party had largely dissipated.  Observers of the time noted that ideology 

appeared to have lost much of its relevance for many people, and that a proliferation of 

diverse new ideas seem to gain much wider circulation among the public. Protests 
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emerged, for example, over ecological and other issues that the party appeared to 

disregard.512 

IV Measurement 1: Late 1985 

 

 

Table 7.1. IV Measurement 1.1 Strength of Central Leadership, Late 1985 

Table 

7.1Independent 

variable 

Measurement Note 

Government 

control 

Partial Gorbachev’s purges scarcely diminished the 

strength of ministries and their networks of clients 

that exercised de-facto control over much of the 

economy.  

Control of 

security forces 

Partial The military-industrial complex successfully 

resisted Gorbachev’s efforts to reduce its budget. 

Political control Partial Gorbachev faced a sclerotic party riven by 

interest-group based patronage networks and 

corruption 

Assessment IV1 central control Weak 

 

 

 

Gorbachev entered office as the General Secretary with few allies in the highest 

echelons of government. While purges and an anti-corruption drive allowed him to 
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increase the number of allies in the Politburo, he had at best partial authority over the 

government ministries and their associated industrial complexes, the military, and the 

CPSU. 

 

 
Table 7.2. IV Measurement 1.2. Strength of Elite Opposition, Late 1985 

Independent variable Measurement Note 

Elite share of national 

wealth 

Limited Elites held a modest share of the 

nation’s wealth owing to the socialist 

system, but enjoyed extensive 

privileges, higher living standards, 

and influence 

Elite collusion Extensive Entrenched collusion between 

government and industry formed a 

formidable force 

Disposition of elite 

interests to center’s policy 

agenda 

Divergent The elites had little to gain and much 

to lose from Gorbachev’s 

restructuring 

Assessment of IV2 Strong 

 

 

 

Gorbachev entered office confronted by a large and powerful network of elites in 

government and industry who benefited from collusion to promote inefficient and 

unsustainable practices. Sensing the opposition, Gorbachev initially advanced 
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conventional investment-based policies that did not challenge the elites, but quickly 

realized the inadequacy of those measures. This set up a confrontation between 

Gorbachev’s allies and the elites in subsequent years.  

 

Table 7.3. IV Measurement 1.3., Public Cohesiveness, Late 1985 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Cohesive The Soviet government committed vast resources 

to ensure full employment and maintain a large 

formal workforce. However, the failings of the 

economic system spurred a growing informal 

sector. 

Political 

cohesiveness 

Fragmented Politically, the public lacked formal means of 

participation but circumvented controls to begin 

organizing outside official channels  

Socio-cultural 

cohesiveness 

Cohesive/ 

fragmented 

Low inequality owing to socialist system, but 

increasing pluralization and deepening 

disaffection from CPSU; high fragmentation 

along ethnic lines, especially in the republics  

Assessment of IV3 public 

cohesiveness 

Cohesive 

The Soviet Union remained cohesive in 1985, but trended towards fragmentation. 

Political controls remained in place, but the populace already appeared to be experiencing 
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greater pluralization and diversity of interests and views as the CPSU continued to lose 

credibility owing to the country’s economic stagnation. High levels of government 

spending resulted in generally high levels of employment and welfare benefits, though in 

practice the ineffectiveness of the system resulted in a growing informal economy. 

Formal inequality remained low, but as a multi-ethnic state, the Soviet Union experienced 

a high level of fragmentation along ethnic lines, especially in the republics. This ethnic 

fragmentation was severe enough that the social indicator is judged “fragmented” and 

thus I have assigned a split measure for public cohesiveness. 

 

 
 

Table 7.4. IV Measurement Summary: Late 1985 

Independent variable Measurement “Enabling configuration” 

Central leadership Weak Strong  

Elite opposition Strong Weak  

Public cohesiveness Cohesive/ 

fragmented 

Cohesive 

 

 

The Soviet Union faced a politically unfavorable situation for enacting major 

policy changes. In particular, the weakness of Gorbachev and his allies in the central 

government and the strength of elite opposition augured ill for any effort to carry out 

restructuring that might challenge the interests of the elites. The relative cohesiveness of 

the public, while fragile and clearly headed towards fragmentation, suggested some 
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possibility of political mobilization. However, whether a politically mobilized populace 

would choose to back a weak and embattled central CPSU leadership, entrenched 

bureaucratic elites, or some other option, remained far from clear. At the very least, one 

might expect Gorbachev to step up efforts to centralize power, gain control of the 

ministries and sub-national levels of government, strengthen the discipline and unity of 

the CPSU, and assert his control of the military while taking action to diminish the 

strength of the elites perhaps by dismantling their patronage networks. To improve 

prospects for successful mobilization of the public, Gorbachev would need to deliver 

tangible benefits of his leadership. Successful action along these lines could move the 

country closer to the enabling configuration and thereby raise prospects for successful 

policy implementation. 

Intervening developments 1 (1986-88) 

In this period, Gorbachev began to pursue more radical efforts to restructure the 

economy. His strategy was based on two insights. First, he noted that the Soviet Union’s 

high-quality education system created impressive levels of human capital, but that the 

country failed to take advantage of its workers’ skills. Second, he and his advisers 

concluded that the global economy was increasingly driven by high-tech industries 

requiring skilled labor. Gorbachev was especially impressed by the development 

showcased by China, Japan, and the Asian Tigers.513   

Gorbachev had hinted at more radical ideas even before assuming the position of 

General Secretary of the CPSU.  The term “perestroika,” which means “transformation,” 
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first appeared in Gorbachev’s 1984 report to the All-Union economic conference on 

problems of the agro-industrial complex. The term “perestroika” refers to the 

“transformation of productive relations, changing the social and economic organization 

of the late Soviet system” and it became a key slogan that embodied aspirations to 

significantly improve the nation’s economic performance. 514  In a famous speech in 

December, 1984, he called for “profound transformations” in the economy and in the 

“entire system of social relations.”  He also spoke of the need to develop “socialist self-

government by the people” and to enlist the “interests and energies of the masses.” 

Hinting at anticipated opposition, he criticized “formalism” and the bureaucratic 

approach as “the fierce enemy of lively through and action.”515 

At the Twenty Seventh Party Congress in February 1986, Gorbachev declared the 

need for “radical reform of the economic mechanism,” including a reexamination of the 

nature of property ownership under socialism, a topic long viewed as taboo.  A law 

adopted in 1986 enlarged the permissible scope of private economic activity, albeit 

simultaneously with another one aimed at curtailing corruption and “unearned incomes” 

from gray market activities. Actions were taken to encourage groups of individuals to 

form cooperatives to produce consumer goods and provide services. A sweeping reform 

of the wage and salary system was introduced, with its financing linked to a firm’s ability 

to pay the higher wages from its own earnings. Gorbachev also introduced reforms in the 

conduct of foreign trade that broke the state monopoly in that area by permitting a few 
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ministries and enterprises to engage independently in foreign trade.  This law also 

authorized joint ventures between Soviet and foreign partners on Soviet soil. 516  Other 

policy initiatives included measures to overhaul enterprise management, which the CPSU 

Central Committee approved in June 1987. These spelled out a strategy of enterprise 

reform that gave directors increased autonomy in setting prices, wages, and output 

targets. The following year, Gorbachev and his government introduced measures that, for 

the first time, legalized private economic activity, including contracting with employees 

and retention of profits by individual owners.517  Gorbachev had a timeline in mind for 

achieving goals for all of these policy initiatives. He hoped to shepherd the economy onto 

a new growth model featuring intensive growth by 1991, the beginning of the Thirteenth 

Five-Year Plan.518  

Critics immediately noted problems with Gorbachev’s policy agenda. 

Ambiguities and lack of clarity plagued his policy statements. Contradictory goals 

appeared throughout. Most problematic was the insistence on overhauling the economy 

without causing a decline in the welfare of the people. This proved an impossible 

demand. Another example concerned the contradictory goals in Gorbachev’s effort to 

control the country’s drinking problem. To improve productivity, the government 

launched a campaign against drinking.  This helped reduce absenteeism and improved 

some health measures, but it removed a major source of tax revenue, which undermined 
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Gorbachev’s ability to pay for perestroika reforms.519 Observers also noted that the 

officials involved in formulating and passing the measures tended to be seriously 

deficient in modern economic expertise and competence. Other problems included a 

dearth of qualified economists, a lack of reliable statistical data, and widespread false 

reporting about production.520   

Gorbachev’s struggle to overhaul a sclerotic economy was exacerbated by the 

severity of the country’s financial situation. The country’s budget deficit had grown 

alarmingly, in part due to a fall in oil prices in the 1970s. But officials acknowledged that 

the burden of state subsidies played a large role as well. The total cost of subsidies 

threatened to reach 100 billion rubles by 1990. This raised a painful dilemma. The 

Kremlin could reduce the deficit by raising taxes or cutting spending. Both of these 

measures would fall hardest on the powerful vested interest groups who rejected out of 

hand such possibilities. Politburo records showed that Soviet leaders understood their 

options in 1986 and 1987, but due to gridlock they could not agree on either tax increases 

or spending cuts. Instead, they chose the worst option, which was to print money to fill 

the gap. This proved disastrous, leading to painful shortages and hyperinflation.  Fear of 

public outcry also impaired the Politburo’s consideration of liberalizing prices as a way 

to reduce spending on subsidies and thereby narrow the deficit. The issue came up 

repeatedly at the highest levels of government, but it was never resolved.521 
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Developments related to central leadership 

To overcome these difficulties and enact his policy agenda, Gorbachev needed to 

build a favorable political condition. In the first few years, he took actions to consolidate 

his authority in the party, government, and military. However, these efforts scarcely 

bolstered his position and proved wholly inadequate for gaining decisive leverage over 

the elites in the party, government and industry. 

To strengthen his grip on the party, he carried out a purge. He removed opponents 

within both the Politburo and Central Committee. Less than a year after taking power, 

Gorbachev had replaced almost half of the Party’s top leadership (Politburo and 

Secretariat). Personnel changes within the Central Committee took a longer time because 

he did not want to provoke an insurrection within the party. 522  To help bolster popular 

support and his control of the party, he also launched an anti-corruption campaign. The 

CIA assessed at the time that the effort may have “improved the regime’s image in the 

eyes of the population” and possibly “rejuvenated” the CPSU to a degree. More 

pragmatically, the charge of corruption provided Gorbachev a convenient excuse to 

remove political opponents of his agenda.523   

After the 19th Party Conference in 1988, Gorbachev took additional measures to 

strengthen his grip on the party’s role in determining government policy. He eliminated 

most economic divisions within the Central Committee except for agriculture and the 

military industrial complex, drastically reducing the party’s influence over economic 
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management. His successful campaign against conservatives within the Party apparat was 

punctuated by a mass resignation of 74 central committee members in April 1989. 524 

Regarding the government, Gorbachev replaced some of the top officials, but he saw 

little progress in gaining control of the ministry and subnational bureaucracies. After 

becoming general secretary, he abolished five ministries and a state committee that 

worked with agriculture and replacing them with a unified State Committee for the Agro-

Industrial Complex.525   

Gorbachev attempted to strengthen his control over the military, but he moved 

cautiously. Observers noted several symbolic denigrations of the Soviet military, such the 

absence of military officers at the March 13, 1985 funeral service for Konstantin 

Chernenko and the small number of uniformed personnel who accompanied the civilian 

leadership at the 1986 parade marking the anniversary of the October revolution. The 

military’s membership in the Central Committee remained largely unchanged as well.526   

Yet the purges and anti-corruption campaign did not seriously impair the potent 

opposition in the government bureaucracy, military, and industries. Party officials 

provided the first negative reaction to Gorbachev’s economic reforms because increased 

autonomy for enterprise directors meant decreased power for Party bureaucrats 

responsible for monitoring (and taking bribes from) enterprise activity. 527  Even after the 
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purges, the Politburo proved to be a bastion of political opposition to Gorbachev’s 

efforts. The initiatives associated with perestroika all faced intense opposition from 

Gorbachev’s Politburo colleagues, who accused him of rolling back socialism’s gains, 

threatening to impoverish the population, and—worst of all—reintroducing capitalism. 

Gorbachev’s Politburo opponents managed to subvert many of his reforms, and they 

severely delayed each of his major initiatives, a problem about which he complained 

regularly.528  State officials also resisted perestroika reforms, especially decentralization, 

due to fears of a loss of power. They slow-rolled implementation of Gorbachev’s policies 

accordingly.529   

The difficulty Gorbachev encountered could be seen in the struggles he 

experienced in carrying out any and all of the major structural changes. For example, 

Gorbachev regarded SOE reform as a top priority in 1986 but the Politburo refused to 

enact legislation for a year, despite Gorbachev’s repeated exhortations. Many Soviet 

leaders simply did not see the need for change. By the second year, Gorbachev frequently 

lectured and harangued the Politburo on the merits of decentralization and the economic 

imperative for change.  Yet many of Gorbachev’s colleagues, especially those with close 

ties to industries, saw little benefit in the changes Gorbachev proposed. They preferred, 

instead, to address problems by increasing subsidies and investment to the SOEs. 

Gorbachev persisted and finally cajoled the Politburo into passing the Law on State 

Enterprises in June 1987, a full year after he began pushing for such changes. Even so, to 
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get the law passed, Gorbachev had to repeatedly compromise its contents and the 

industries only agreed to tolerate the law after receiving massive cash subsidies.530 

Capital investment averaged less than 170 billion rubles per year from 1981–85; but 

under the acceleration program, which was needed to retain industrial support, capital 

spending reached 206 billion rubles in 1987 and surpassed 218 billion rubles in 1988. 

The increase in capital spending was equivalent to over 5 percent of GDP—an 

extravagant amount given the fact that the budget was careening out of control. 531 

A similar story characterized Gorbachev’s efforts to control shortages. Gorbachev 

and his economic advisers knew that the only way to eliminate shortages was to increase 

prices, allowing enterprises to make more money, and thereby increasing their incentive 

to bring products to market.  Yet nothing happened. There were no significant price 

increases until 1990. Even as inflation raced out of control, shortages spread, and lines 

lengthened, the Politburo declined to loosen consumer price regulations. Gorbachev 

acknowledged that the principal reason for inaction owed to the immense political 

opposition that price increases faced.532 

The limits of Gorbachev’s power relative to the military was soon revealed as 

well. Gorbachev’s power relative to the military was tested soon after he came to power. 

The General Secretary wanted to cut the military budget. Gorbachev had sound reasons 

for seeking defense cuts: Military spending was growing faster than the economy as a 
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whole, and resources were urgently needed elsewhere. But he backed away from the idea. 

CIA reports noted that efforts by the top leadership to direct the defense industry to 

convert more production to consumer goods failed through 1988 because the military 

resisted the demands.533  Gorbachev later wrote that “even a mention” of the idea of a 

budget cut would “mean immediate dismissal.”534   

Eventually, Gorbachev concluded that only by reducing the party’s control of the 

government could he hope to push through policies that many party members opposed, 

either for ideological or self-interested reasons. Accordingly, he began to seek ways of 

building a government that had more independence from the party through political 

reforms. As conceived by Gorbachev, the overriding objective of political reforms was to 

enable economic restructuring.535 

Developments related to elite opposition 

The strength of elite opposition showed little change in this period. The top 10% 

share of income remained at around 23%.536 However, the elites continued to enjoy the 

many perks and privileges of party membership in the government bureaucracy.  The fact 

that they succeeded in securing ample subsidies and largesse from the state despite a 

worsening financial picture illustrates the power these elites wielded.  

Collusion between party cadres, government bureaucracies, enterprises, and 

industries remained strong. The strong opposition of Politburo members to Gorbachev’s 
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agenda and advocacy on behalf of clients in the industrial complexes also showed the 

strength of vertical collusive networks.  

The elites in the Politburo, party, and the industrial complexes generally remained 

opposed to the Gorbachev’s restructuring effort and could only be encouraged to tolerate 

the new policies with major cash transfers. An illustration of the depth of political 

opposition can be seen in the repeated compromises Gorbachev had to make when he 

sought to reorganize agriculture on a more efficient basis. In many instances, farm groups 

succeeded in obstructed the implementation of changes agreed upon by top leaders. The 

farm lobby succeeded in gaining a pledge from Gorbachev to prohibit bankruptcy among 

farms in exchange for support to restructuring efforts, but this compromise undercut any 

financial gains that could be made from changes.  Moreover, Politburo members 

repeatedly dismissed Gorbachev’s structural changes as a distraction and argued instead 

for more investment as the solution to agriculture’s problems. Gorbachev agreed to 

provide higher agricultural subsidies in exchange for additional market-oriented reforms. 

The subsidies and compromises undermined the effect of the reforms and added to the 

already unsustainable state’s debt problem.537 

Developments related to public cohesiveness 

Gorbachev recognized the importance of popular support for his restructuring 

efforts. Initially, he relied on propaganda to whip up enthusiasm. Observers described 

relentless messaging in the media that extolled restructuring.  Throughout the country, 
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giant billboards featured slogans such as “Comrade- what have you done for 

perestroika?” Yet the conventional party propaganda yielded disappointing results.  On 

the one hand, polls showed strong support for restructuring changes. However, Soviet 

media also carried numerous reports of popular resistance to changes. 538 A major 

impediment to wider popular support was the lack of material evidence that the changes 

could improve the lives of people. Gorbachev’s promotion of perestroika was 

accompanied by inflation that wiped out savings and exacerbated shortages.  An observer 

of the time noted, “Housing in urban areas remains in desperately short supply. And 

promised consumer goods-stereos, cars, washing machines-still remain largely 

unavailable.”539 

Economically, the public remained relatively cohesive, but the living conditions 

of most people worsened. Almost the entire workforce labored in the formal sector. The 

opening of the economy to individual labor marked an important innovation, but its 

impact was blunted by provisions that restricted its applicability to individuals without 

formal work, such as housewives, pensioners, students, and the disabled and it prohibited 

individuals from employing others.540 Inflation and shortages of most consumer goods 

imposed severe hardships that Gorbachev had little power to alleviate, owing to the 

standoff with his political opponents.  
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When this approach proved insufficient, Gorbachev took the radical step of 

activating what he called the “human factor.” By giving society a new public voice and a 

greater political role within the state, Gorbachev hoped he could rely on the public and 

state institutions rather than the party as his own political power base for furthering the 

process of perestroika. As Gorbachev stated, “Since at the time the bureaucrats still 

controlled the main levers of power, there were only two ways of assuring success of 

reform: creating significant pressure on them from the majority of society, which was in 

favor of change, and cutting off the most conservative elements of the nomenklatura.”541 

 Gorbachev’s first policy initiative was called glasnost, or openness. In June 1986, 

he relaxed censorship and granted greater freedom of expression in the press, arts and 

sciences, and eventually on the streets. In 1987, the government narrowed the definition 

of treasonous behavior and released hundreds of political prisoners, expanding the scope 

of permissible political activity.542  In 1988, the party adopted several measures to 

increase participation in politics. The Congress of People’s Deputies were to be elected in 

a democratic fashion. Moreover, the CPSU approved measures designed to revive the 

power of the local soviets and broaden the range of issues they were empowered to deal 

with.543   

Socially, glasnost facilitated new cultural freedoms, encouraged pluralization, and 

the strengthening of sub-national identities. Given the low appeal of Soviet communism, 
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this relaxation contributed to a strengthening of ethnic and minority identities, especially 

in the Soviet republics. Inter-nationality conflicts had arisen in the first years of 

perestroika and were supplemented by the growth of separatist feeling both in union 

republics an in individual autonomous units. 544  More independent political clubs and 

groups throughout the country began to gain adherents as well.545 Social fragmentation 

increased, especially among ethnic minority populations in the republics. 

Whether the public would use its new freedoms to voice support for Gorbachev 

remained far from clear, however. The rampant shortages, hyperinflation, and other 

economic difficulties severely eroded public support for Gorbachev and spurred labor 

and other protests. Many observers worried that the goals of boosting economic growth 

by maintaining unsustainable practices and that of restructuring could prove 

incompatible.546 

IV Measurement 2: Late 1988 

 

 
Table 7.5. IV Measurement 2.1 Strength of Central Leadership, Late 1988 

Independent 

variable 

Measurement Note 

Government 

control 

Partial Gorbachev had to compromise repeatedly with 

powerful opponents in government 
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bureaucracies with costly subsidies and 

transfers, undercutting the effectiveness of 

reforms. 

Control of security 

forces 

Partial The military continued to fend off demands 

from Gorbachev to reduce its budget 

Political control Partial Politburo members frequently opposed 

Gorbachev on behalf of their networks of 

supporters in the party-state, frequently 

resulting in gridlock. 

Assessment IV1 central control Weak 

 

 

 

Gorbachev attempted to strengthen control of the government, military, and party 

through purges, reshuffling, and the abolition of offices and committees, but this proved 

insufficient. Central authority remained weak and paralyzed by gridlock.  

 

 
Table 7.6. . IV Measurement 2.2. Strength of Elite Opposition, Late 1988 

Independent variable Measurement Note 

Elite share of national 

wealth 

Limited Elite share of income remain limited, 

but enjoyed access to privileges and 

extra income through corruption  

Elite collusion Extensive Powerful networks both horizontally 

and vertically proved strong enough 
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to repeatedly oppose and water down 

restructuring efforts.  

Disposition of elite 

interests to center’s policy 

agenda 

Divergent The elites remained opposed to 

change and their resistance could 

only be overcome with massive 

payoffs that worsened the state’s 

financial situation. 

Assessment of IV2 Strong 

 

 

 

Elites within the party state remained well entrenched and capable of posing 

powerful opposition to Gorbachev’s efforts.  The patronage networks and vested interests 

resisted demands to reduce their incomes and as a result the nation’s finances worsened, 

and the government paralyzed by inaction. 

 

 
Table 7.7. IV Measurement 2.3., Public Cohesiveness, Late 1988 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Cohesive  Mostly formal workforce but shortages and labor 

market rigidities encourage shift to black market 

and informal contractor labor 

Political 

cohesiveness 

Cohesive/ 

fragmented 

Glasnost policies open avenues for political 

expression and participation 
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Socio-cultural 

cohesiveness 

Fragmented Loosening of restrictions facilitates ethnic 

nationalism, separatism, and pluralistic identities, 

weakens cohesiveness. 

Assessment of IV3 public 

cohesiveness 

Cohesive/ fragmented 

 

 

The public experienced a basic level of cohesiveness owing to the state’s 

obligations to provide jobs and welfare, although the quality of these benefits could be 

modest at best. Gorbachev expanded the political cohesiveness of the public through 

institutional innovations in hopes that a grateful public might back his policy agenda. But 

the same loosening of repression also facilitated the unraveling of the nation as ethnic and 

other minorities in the republics pursued their own interests. In recognition of the severity 

of the ethnic fragmentation along the lines of the republic, I have judged this variable as a 

split between cohesive and fragmented. 

 

 
Table 7.8. IV Measurement Summary: Late 1988 

Independent variable Measurement “Enabling configuration” 

Central leadership Weak Strong  

Elite opposition Strong Weak  

Public cohesiveness Cohesive/ 

fragmented 

Cohesive 
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After a spurt of growth, the Soviet economy grew by about 1.5 percent in both 

1987 and 1988. This is similar to the “stagnation” years of 1981-1985 according to CIA 

estimates. Moreover, Soviet media reports indicate that after 3 full years, Gorbachev’s 

program to reequip Soviet industry with more modern machinery had failed to live up to 

expectations. 547 Analysts observed that after three years of reforms, there was little 

evidence of progress. Indeed, by most measures the economy appeared to be in worse 

shape now than in 1985.548 

Gorbachev desperately needed to strengthen the power of the central leadership to 

direct the government bureaucracy and compel elites throughout the party-state to carry 

out his policies without exacting enervating concessions. It was a measure of his 

desperation that Gorbachev began to pursue liberalizing political reforms to help him in 

this struggle. However, Gorbachev grossly overestimated the level of public support for 

the reformist faction of the CPSU. Moreover, there was a limit to how much public 

support could help Gorbachev, given the weakness of his position and the strength of his 

opposition. The ensuing years would see the rapidly unraveling of the state as a 

consequence of the gridlock and passivity of the government in the face of crisis. 
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Intervening developments 2, 1989-91 

This period saw the political leadership lose control of the country’s economic 

situation. Paralysis over how to control state spending or raise revenues resulted in 

accelerating deficits. In 1989, the budget deficit reached an alarming 11% of GDP.549  In 

1991, inflation soared to 200% and the deficit reached perhaps 30% of GDP.550   The 

inflation eroded incomes and exacerbated shortages. The government continued to set 

prices far below market levels, so businesses lacked incentive to sell products.  

In the agricultural sector, supply chains simply stopped functioning. For example, 

during the second half of the 1980s, the Soviet Union produced, on average, nearly 200 

million tons of grain per year. In 1991, authorities expected a harvest of no more than 50–

60 million tons. Some of this grain had been hidden by farmers seeking to avoid taxes 

and eventually made its way to the black markets. But, as in most other parts of the 

economy, in many cases production simply halted because there was no incentive 

otherwise.  Acute shortages began affecting all types of products—not just luxuries, but 

even basic foods.551  Gorbachev’s efforts to reform trade, enterprises, and agriculture had 

been eclipsed by the financial implications of perestroika related politics. By 1991, 

economic collapse precipitated a desperate and futile coup by the vested interests 

threatened by Gorbachev’s reforms. The dissolution of the Soviet Union followed shortly 

thereafter. 
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Developments related to central leadership 

Gridlock in the Politburo and the deterioration in the country’s fiscal situation 

starkly revealed the lack of unity and pervasive conflict that convulsed the CPSU. The 

situation did not improve in the final years and in fact worsened. No decisions were made 

to reverse the budget deficit and improve the situation due to the inability to come to an 

agreement. The severe weakness of the ruling party carried profound implications for the 

unity of the state. Once it became clear that the party was far from united, the republics 

began to reconsider their own futures.  

The party-state bureaucracy desperately tried to reassert control over a 

disintegrating economy. Many of Gorbachev’s reforms were overturned in practice.  

Central authorities interfered in contracts, imposed mandatory enterprise production 

targets to address shortages, and rescinded incremental measures to liberalize prices 

among some firms. 552 Subnational governments, especially in the republics and ethnic-

minority regions, began to withhold tax revenue from Moscow, exacerbating the crisis. 

Managers at state enterprises similarly exploited the feuding among top leaders to seize 

control of their firms. These developments resulted in less revenue flow to Moscow, 

which in turn exacerbated the crisis.553 

Gorbachev continued to struggle to compel the military to carry out budget cuts. 

Military officials resisted the demands and instead promised in 1990 to produce more 

civilian goods to address the shortages in consumer goods. But despite much talk about 
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the conversion of defense factories to civilian production, there is little evidence that this 

actually reduced military spending. Even as late as 1989, the Soviet military managed to 

fend off serious defense cuts. Gorbachev finally managed to halt increases in defense 

spending in 1989. Defense spending was probably reduced—though only slightly—in 

1990 and 1991.554 

Developments related to elite opposition 

The position of the elites in the country appeared unchanged until the collapse of 

the system. Indeed, the ability of elites in the enterprises, industries, and government to 

maintain subsidies at the expense of the disintegration of the economy underscored the 

immense power that they wielded.  

Collusion remained strong as well, especially between the party, government and 

industries. Evidence could be seen in the way industries extracted hikes in industrial 

subsidies in exchange for tolerating Gorbachev’s reforms. Industries maintained powerful 

patrons within Soviet politics who ensured the subsidies continued to flow, even amid 

national crises. By 1989, capital expenditure was over 20 percent higher than in 1985, 

even though the additional investment had made virtually no improvement to the nation’s 

economic situation.555   

Elite opposition to Gorbachev’s reform agenda culminated in the coup in 1991, 

when the army imprisoned Gorbachev at his summer home in Crimea. Yet it was not just 

a military coup.  Industrial leaders also strongly backed the putsch. Oleg Baklanov, first 
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deputy chairman of the Defense Council, which represented the military-industrial 

complex; Aleksandr Tizyakov, president of the Association of the USSR State 

Enterprises; and Vasily Starodubtsev, chairman of the USSR Union of Peasants, which 

represented the agro-industrial complex, were all prominent supporters of the coup.  

These elites feared that the next round of economic pain would fall on them. In particular, 

they feared the loss of subsidies, reduction in budgets, and tax hikes.556 

Developments related to public cohesiveness 

Economically, the public remained formally cohesive, with the majority of state 

employment in place. Inflation and rampant shortages undermined the meaning of such 

employment, however.  The second economy surged. By 1990, it was estimated to 

account for 15 to 20% of GDP.557 

Politically, the public had more opportunities than ever to participate in politics, 

thanks to loosening controls on expression and democratic reforms. People began to form 

new social groups outside the control of the CPSU. In 1988, there were more than 30,000 

grass roots voluntary associations dedicated to various types of civic causes.558 In the 

final years, however, the social forces became polarized as a result of the economic crisis 

and climate of intensifying conflict.  In the summer of 1989, mass strikes erupted and 

spread across most sectors and spheres of production, further destabilizing the country. 559  
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Gorbachev seriously underestimated the importance of the 1990 elections. He and 

his associates approved of elections at lower levels of the state, believing it was only 

logical that elected officials to soviets at the republic, oblast, city, and district levels 

could bolster the autonomy of the state and weaken the grip of conservative party 

bureaucrats. As an institutional reform, elections enhanced the autonomy of these soviets 

not only from the conservative midlevel party officials but also from liberal communist 

party leaders at the top. This increased autonomy eventually had negative, unintended 

consequences for Gorbachev’s reform plans.560 

In social terms, the political mobilization of the public led to polarization and 

fragmentation along the lines of interest groups and ethnic minorities. The profound 

weakness of the center also prompted republics to seek a way out of the crisis 

independently. The Baltic republics wanted to form modern market democracies of the 

western type and Russia, Ukraine, and Armenia did too. Others had different views.  The 

conflict intensified sharply after elections to the republic Supreme Soviets were held in 

1990.  The elections gave the subjects of the Union more or less legitimate institutions of 

power.  The Supreme Soviet set about legislative work, and this gave a powerful impulse 

to the process of disintegration and divergence of the economic legislation of individual 

members of the federation. In 1990, some republics drew up their own economic 

programs.561 
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IV Measurement 3: Late 1991 

 

 
Table 7.9. IV Measurement 3.1 Strength of Central Leadership, Late 1991 

Independent 

variable 

Measurement Note 

Government 

control 

Weak The authority of central leaders led by 

Gorbachev sidelined as government officials 

resorted to top down efforts to control the 

spiraling crisis. 

Control of security 

forces 

Weak Gorbachev made incremental progress in 

slightly reducing the defense budget in the last 

2 years, but the military asserted its authority 

with a coup  

Political control Weak Gorbachev made little progress in asserting his 

authority over a deeply divided Politburo and 

party 

Assessment IV1 central control Weak 

 

 

 

The crisis culminated in the dissolution of the Soviet Union and a coup by 

powerful interest groups who feared they would be compelled to bear the brunt of 

resolving the country’s economic crisis. But till the coup, the center under Gorbachev 

made little progress in implementing reform policies. 
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Table 7.10. IV Measurement 3.2. Strength of Elite Opposition, Late 1988 

Independent variable Measurement Note 

Elite share of national 

wealth 

Limited Elites maintained their privileges and 

suffered little loss relative to the 

public 

Elite collusion Extensive Powerful patronage and 

collaboration between government 

and industry successfully frustrated 

Gorbachev 

Disposition of elite 

interests to center’s policy 

agenda 

Divergent Elite opposition remained strong to 

the end, as the coup demonstrated 

Assessment of IV2 Strong 

 

 

 

Elite resistance remained strong to the end of the Soviet Union. Opposition 

compelled Gorbachev to provide massive subsidies that aggravated the economic crisis. 

Moreover, the political impasse encouraged political actors to assert their own interests, 

which in many cases merely worsened problems of inflation, shortages, and political 

crisis. 
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Table 7.11. IV Measurement 3.3., Public Cohesiveness, Late 1988 

Independent 

variable 

Measurement Note 

Economic 

cohesiveness 

Fragmented The workforce and enterprises remained largely 

within formal sector, but fiscal chaos eroded the 

value of the state’s commitments and authority 

Political 

cohesiveness 

Cohesive  Gorbachev promoted expanded opportunities for 

participation, but political mobilization turned 

against the Soviet Union 

Socio-cultural 

cohesiveness 

Fragmentated Intense polarization among interest groups, ethnic 

minorities resulted in dissolution of the Soviet 

Union 

Assessment of IV3 public 

cohesiveness 

Cohesive 

 

 

Glasnost policies and the establishment of democratic elections built on the 

economic cohesiveness of the public. However, an environment of conflict and crisis 

meant that Gorbachev’s efforts to mobilize public sentiment resulted in an acceleration of 

support towards polarization and fragmentation, resulting in the Soviet Union’s 

disintegration.  
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Table 7.12. IV Measurement Summary: Late 1991 

Independent variable Measurement “Enabling configuration” 

Central leadership Weak Strong  

Elite opposition Strong Weak  

Public cohesiveness Fragmented Cohesive 

 

 

 

Conclusion and analysis 

Mikhail Gorbachev’s efforts to restructure the Soviet economy failed. Due to the 

weakness of his political position and the strength of the opposition, he did not succeed in 

overseeing implementation of the perestroika policy initiative. Total production 

continued to decline, and industrial production fell by 40% by the late 1980s. Per capita 

GDP continued its decline from the early 1970s. Productivity fell 0.5% from an already 

low level during 1980-1985.562 Despite a goal of 100% of SOEs being self-financed by 

1988, only 60% reported reaching that goal. Efforts to incentivize enterprises to generate 

output in response to demand as opposed to state orders failed as well. Despite a goal of 

reducing state orders to 40%, in 1988 state orders still made up for 86% of industrial 

production. The GDP growth rate averaged under 2% over the five-year period.563  

The principal reason why perestroika failed owed to an unfavorable political 

situation. In particular, the weakness of the central leadership, as defined by pro-
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perestroika reformers such as Mikhail Gorbachev and his allies in the Politburo and 

central government. Gorbachev was a young leader who lacked revolutionary credentials 

or the personal authority of giants like Vladimir Lenin, Joseph Stalin, or Nikita Kruschev. 

This made him highly vulnerable to being ousted if he implemented unpopular policies. 

Accordingly, Gorbachev frequently hesitated to push through difficult but financially 

imperative policies such as pricing reform. The public outcry from price increases would 

have given his political opponents a convenient reason to remove him for office, dooming 

the perestroika effort.  Gorbachev never gained firm control of the military either. This 

raised a persistent danger of military overthrow if Gorbachev pushed too hard for the 

country’s elite to sacrifice their interests for the sake of the nation. The threat proved all 

too real, of course, when the military did rise up and overthrow Gorbachev in the 1991 

coup. 

The strength of the elites, i.e., the privileged and influential party and government 

cadres and their counterparts in industry, agriculture, and enterprises, as an ingredient in 

the failure of Gorbachev’s policy initiative merits emphasis. To the end, much of the 

government bureaucracy, the Communist Party, and industrial managers opposed 

Gorbachev’s attempts to carry out restructuring reforms due to fears of the losses they 

might sustain as a result of those changes. Because of their political power, the big 

industrial complexes bore few costs. The costs of perestroika’s changes were mostly 

borne elsewhere; the military, the farms, and the energy sector were untouched by cuts 

proportional to their size until the Soviet Union’s final demise. They succeeded in 
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delaying change, extracting expensive payoffs in return for their acquiescence when 

reforms were eventually introduced.564 

Finally, the cohesiveness of the public ironically may have played a role in 

accelerating the Soviet Union’s demise. The Soviet government’s anxiety about popular 

unrest motivated it to maintain an unaffordable level of social welfare spending, in the 

form of food subsidies, subsidies for enterprises to maintain full employment, and other 

major outlays. This exacerbated the financial crisis. But the economic cohesiveness of the 

public also provided hope for Gorbachev that an expansion of political participation 

might result in a mobilized public that could back his agenda. This prove a disastrous 

miscalculation, since economic cohesiveness obscured the reality of deepening social 

fragmentation along ethnic, nationality, and other lines. Even the degree of economic 

cohesiveness could be overstated. The failures of the official economy had spawned a 

sprawling second market. Moreover, shortages, inflation, and economic crisis accelerated 

social polarization and conflict among the populace. Political mobilization of a public 

disenchanted with the ruling CCP and busy creating new identities and communities 

could only have accelerated  political fragmentation, a process helped by the lack of 

strong central leadership and the paralyzing effects of elite conflict.  

This last point raises the possibility that ideology may have played a role in 

Gorbachev’s failure to adequately appreciate the strength of interest-group opposition. 

Some scholars have pointed out that Gorbachev and his allies appeared to maintain a 

“whole series of illusions” concerning the possibilities of improving the effectiveness of 
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the economic system. One of the most problematic ones concerned the mistaken belief 

that few people would oppose the reforms.565  The idea was fostered in part by the 

dogmatic conception that the social reality of the Soviet system was one which contained 

no inherently irreconcilable contradictions. Evidence for this insight could be seen in the 

way authorities promoted policies that were contradictory in their nature and in the 

overestimation of the prospects for major policy change.  
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CHAPTER 8. COMPARATIVE CASE STUDY ANALYSIS  

In this chapter, I carry out a comparative analysis of the cases presented in 

preceding chapters. I first compare the “most similar” cases by examining the three cases 

of “failed” policy implementation and the two cases of “successful” policy 

implementation.  I then carry out a comparison of the “least similar” groups of cases to 

discern insights regarding the political requirements for major economic upgrades. 

Failed policy implementation cases comparison 

The cases that resulted in failed policy implementation featured similarities in the 

starting values of the IV (Table 8.1). In the case of China 2004 and China 2013, the 

starting IV values were identical: both featured a weak central leadership (IV1), strong 

elite opposition (IV2), and fragmented public (IV3). In the case of the Soviet Union, the 

first two values were similar, but the public was split between economic and political 

cohesiveness and fragmentation along ethnic lines in the republics. The configuration 

faced by Chinese leaders was especially inauspicious for the central leadership’s 

ambitions to implement a major economic upgrading policy initiative because the central 

leadership faces formidable opposition yet was handicapped by both its own weakness 

and the low mobilization potential of the people. In the Soviet case, the mobilization 

potential may have been theoretically higher, but the weakness of the center, strength of 

elites, and ethnic fragmentation in the republics posed a formidable obstacle to the 

possibility of popular mobilization. Moreover, years of poor regime performance resulted 

in the low appeal of the center. The net effect was that central leaders aligned with 
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Gorbachev faced a similar problem as the Chinese central leadership in that they had little 

potential for mobilizing broad popular support. The difference between the Chinese and 

Russian cases mattered in the danger posed by political mobilization. In the case of 

China, mobilization of a fragmented populace raises the risk of national fragmentation 

into competing factions of clientelist networks. Politicians could be tempted to promote 

populist measures, i.e., unsustainable policies aimed at addressing near term needs of 

broad audiences at the cost of the nation’s long-term health, to overcome the 

fragmentation and build a larger movement. By contrast, in the Soviet case the 

mobilization of a more cohesive public could support broader societal and political 

transformation in Russia, including democratic change. However, the powerful position 

of elites meant that such a change would not necessarily result in a stable, liberal polity 

but instead could result in some illiberal form featuring oligarchy or authoritarian rule, as 

happened to Russia after the Soviet Union’s collapse. Pervasive fragmentation along 

ethnic lines in the republics also raised the prospect that activation of popular 

mobilization could accelerate the Soviet Union’s breakup along these fault lines.  

 

 
Table 8.1. Starting Independent Variable Values for Failed Policy Implementation Cases 

Case IV1 Central 

leadership strength 

IV2 Strength of 

elite opposition 

IV3 Public 

cohesiveness 

China 2004 Weak Strong Fragmented 

China 2013 Weak Strong Fragmented 
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Soviet Union 1985 Weak Strong Cohesive/ 

fragmented 

 

 

 

In all three cases, the central leadership took similar steps to consolidate central 

power, weaken elite opposition, and strengthen the cohesiveness of the public as well as 

the central leadership’s connection to the public. Incoming central leaders swapped out 

personnel and purged officials associated with the outgoing autocrat.  Xi Jinping went the 

furthest in consolidating power. He carried out a large scale anti-corruption purge that 

allowed him to both consolidate his grip on the party, government, and military but also 

to go after recalcitrant elites. Xi also oversaw a major centralization of power and a 

concerted propaganda effort aimed at bolstering his personal authority. Of the three cases, 

Xi was the only one to experience a significant improvement in the value of the central 

leadership’s strength. This positioned Xi to more aggressively tackle the elites and to try 

and strengthen his connection with the public as a potential ally.  It merits emphasizing, 

however, that Xi’s centralizing efforts built on the work of his predecessor. Hu’s tenure 

ended with a growing consensus in the central leadership regarding the necessity of 

greater centralization, a consensus that did not exist when Hu took office. Moreover, Xi 

benefited from the many governance changes undertaken by Hu Jintao to standardize and 

regularize many procedures and political processes. These measures failed to bring elites 

to heel, but they helped improve the overall competence of government and stabilized 

politics, permitting Xi to step up coercion of elites without compromising the 

government’s ability to continue its basic functions.  He could do this by manipulating 
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the rules, standards, and procedural changes established under Hu to discipline or hold 

recalcitrant elites accountable and promote competent supporters.  

Hu Jintao carried out a more modest centralization of power, but he did oversee 

an extensive effort to strengthen the competence, professional skill, and organizational 

coherence of the party-state. China in 2004 also featured a substantially weaker leader in 

the form of Hu Jintao. Hu lacked Deng’s revolutionary charisma or predecessor Jiang 

Zemin’s charisma. Nor did Hu have a strong constituency of supporters in the military. 

Formally, he had become the most powerful person. However, the appearances were 

deceiving. Although the CCP no longer featured the sorts of well-defined ideological 

factions that persisted in the Deng era that did not mean that those institutions had 

become unfailingly compliant and obedient. Hu’s authority became difficult to gauge 

because while overt defiance became rare, so did consistent compliance. Instead, 

throughout his tenure, Hu wrestled with the intractable problem of officials only partly 

complying or not at all.  Symptomatic of his troubles were the persistence of corruption 

and routine disregard of central directives by subnational governments.  Hu sought to 

overcome this problem in part by standardizing procedures and intensifying education 

and training of officials. This failed, however, because this approach did not provide a 

means of enforcing compliance. The elites continued to feign compliance while 

selectively implementing measures that did not threaten their interests while passively 

undermining those that did.  

Gorbachev abolished some bureaucracies and tried to bolster his position with 

extensive propaganda efforts in favor of perestroika. But his position was arguably the 
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weakest, since he could not even secure the façade of unity in the Politburo that his 

Chinese counterparts had achieved. Moreover, he never imposed his will on the military 

and many of his perestroika reforms were undermined by officials across multiple levels 

of government. The only way he gained asset to his proposals was to provide 

unaffordable payoffs, and even then the powerful interest groups rarely fully complied 

with the new policies. Gorbachev’s inability to substantially improve his position over 

the course of the perestroika period alone provided grounds for pessimism about the 

prospects for successful policy implementation. 

The grounds for pessimism about the Soviet Union case was amplified by the 

strength of elite opposition that Gorbachev faced. Unusual in this case was the relatively 

modest share of income enjoyed by the top 10% of earners, at least officially. Ideological 

resistance to a frank discussion of Soviet inequality makes it difficult to measure how 

much of the country’s wealth the elites controlled, but their ability to consistently extract 

massive transfers from the state to sustain their lifestyles suggests that the available 

statistics do not adequately communicate their power. In the case of the Soviet Union, it 

may be the case that control of government authority may have been as vital a measure of 

power as that of wealth and income, since many of the privileges of the elite extended 

beyond official salaries and because private property remained illegal.  In addition to 

their dominance in the party-state bureaucracy, elite opposition to Gorbachev stemmed 

from an exceptionally strong collusion between party, government, and industrial elites. 

These collusive networks had grown dependent on state handouts and thus had little 

incentive to go along with Gorbachev’s restructuring changes. Gorbachev never found a 
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way to significantly weaken the grip of these elites on the political economy, although he 

tried, in a disastrous miscalculation, to mobilize public support against the elites through 

glasnost-related democratization reforms. 

The privatization of wealth and retreat from Marxist orthodoxy allowed elites in 

China under both Hu and Xi to openly accumulate vast fortunes and secure a larger share 

of the nation’s income and wealth than may have been the case in the Soviet Union. Yet 

the similarities in how the elites operated overshadow the differences. In all three cases, 

the elites enjoyed a disproportionate share of power and wealth, which they used to 

protect their own interests. The elites established robust collusive networks both 

horizontally across government, party, and the commercial sectors, and vertically from 

local to national level offices. Having coopted and gained control of many levers of 

government, these elite networks grew entrenched. The party’s monopoly on power 

ironically became the bulwark of elite privilege. In all three cases, central leaders found 

they had only limited means to discipline and control elites upon whom they depended to 

govern the state and manage the economy. The centralized Soviet economy meant that 

the elites in the central ministries posed the most formidable opposition, while in the 

decentralized Chinese economy, the most powerful elites were generally those in the 

local, subnational governments.  

In all cases, elites encouraged an illusion of government performance and 

functioning that obscured the reality of bureaucratic dysfunction. The elites had an 

incentive to ensure the smooth operation of day to day economic activity and government 

operations, because their wealth and status depended on the success of economic growth 
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policies and the appearance of competent governance. Moreover, the cadres had an 

incentive to implement some policies and appear competent, because doing so helped 

deflect scrutiny from the central leadership and thus undercut political arguments for their 

discipline and removal. Indeed, Hu’s reforms may have actually strengthened the position 

of entrenched elites by improving the appearance of an increasingly institutionalized, 

competent governance and thereby obscure the reality of official malfeasance and 

systematic self-dealing. 

Securely entrenched in the party-state bureaucracy, elites in the Soviet Union and 

China in the 2004 and 2013 cases had considerable freedom to pick and choose which 

policies they wished to implement and which they did not want to implement. The 

principal problem faced by central leaders in all three cases was not one of consistent 

official malfeasance in which elite refused to carry out any of the responsibilities 

assigned them. Routine noncompliance would have wrecked the economy and provoked 

widespread instability, which might endanger elite privileges and rents. Rather, the 

principal problem was that of selective implementation of policies in which elites 

arrogated for themselves the power to decide which policies merited implementation and 

which did not. In the case of China, elites accompanied their non-compliance with a 

farcical political performance that promoted the image of subservience and enthusiastic 

support for the central leadership’s agenda. They could get away with this deception 

because the central leaders Hu and Xi valued the political appearance of bureaucratic 

obedience for their own purposes. Central leaders also faced the challenge of monitoring 

the behavior of vast numbers of bureaucrats and officials. Because the elites did partially 
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comply by enacting measures that maintained day-to-day government operations and 

promoted economic growth, central leaders would have to expend resources and effort to 

determine which officials merited punishment. Moreover, the elites in government 

frequently cultivated influential clients in government and in the public. Central leaders 

would have to consider the political risks of antagonizing large numbers of powerful 

patrons and their clients when they targeted powerful elites.  The possibility that the most 

powerful elites might combine their strength in a desperate act of self-defense could not 

be discounted either. Central leaders had to accordingly balance reassurance that elites 

would be threatened with action to remove the most egregious offenders. So long as the 

elites could credibly argue that they were doing their jobs, central leaders could be 

persuaded that the removal of individual patrons was not worth the political cost and risk. 

But this of course merely aggravated the problem of partial and incomplete policy 

implementation. 

In the case of the Soviet Union, elites fortified the defense of their interests with 

ideological arguments against the sort of market friendly changes sought by Gorbachev.  

Signaling the strength of their position in the Soviet case, elites felt little reason to uphold 

the façade of compliance and their opposition remained overt and public. But the 

willingness of elites to repeatedly and consistently defy Gorbachev’s authority 

contributed greatly to the weakening of the entire regime’s credibility and eventual 

undermined the position of the elites. The incessant political feuding and elite success in 

extracting crippling amounts of transfers in exchange for their willingness to go along 
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with Gorbachev’s reforms exacerbated the country’s economic crisis and contributed 

directly to its eventual collapse. 

The elites under Hu Jintao and Xi Jinping showed an impressive measure of 

strength, but their rise really took off under the last years of Deng Xiaoping. As noted in 

the case study, Deng’s successful implementation of his major policy initiative 

contributed directly to both a significant enrichment of elites and the expansion of 

collusive networks among elites.  By the time Deng died, the elites had already grown 

quite powerful, but this strength was disguised by the congruence between the center’s 

growth agenda and the governance strategy of the subnational elites, both of which 

prioritized rapid growth above all else. Once Hu Jintao began to seek a new, more 

efficient, “intensive” mode of growth, however, the power of the elites revealed itself. Hu 

recognized the problem and tried to overcome elite opposition through non-

confrontational methods such as extensive training, education, and regularization of 

procedures and norms to govern decision-making and political processes. However, 

without the political will to break the power of elites, these measures proved only 

superficially effective. While they did help address real problems among the cadre corps 

by introducing long overdue meritocratic standards and elevating the level of 

professionalism, they did not curb official malfeasance or compel compliance with 

directives that could have cost the elites substantial income. Xi Jinping took a more brutal 

and coercive approach to breaking the power of elites through his anti-corruption purge. 

But although he made progress in dismantling at least some rival networks, the regime’s 

dependence on subnational elites to govern the country and manage the economy proved 
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difficult to overcome. The central leadership could not afford to disrupt the normal 

operation of government and economy by coercing too many officials, and in any case 

central authorities faced severe limitations in their ability to oversee and discipline the 

vast armies of subnational government officials and cadres.  The immense wealth held by 

elites also provided opportunities to lobby for relief or pay off disciplinary efforts. As a 

sign of the strength of the party-state elites, the inefficient state sector ballooned under Xi 

Jinping, despite the central leadership’s avowed goals of building a more productive and 

competitive economy. 

Gorbachev made the least progress in his efforts to discipline and control 

recalcitrant elites. He relied on exhortation, argument, and persuasion to wear down 

resistance in the Politburo, but this merely underscored the weakness of his position. 

Because Gorbachev never gained control of the military and security forces, he could not 

risk taking more coercive and aggressive approaches to deal with elite opposition. 

Underscoring this point, he had to rely on massive cash transfers to purchase support 

when exhortation failed. Often the elites would respond by pocketing the transfers and 

ignore Gorbachev’s directives.  

One notable difference between the Soviet and Chinese cases of 2004 and 2013 

lay in the state of cohesiveness of the public. In the Soviet case, the government’s 

commitment to maintaining a full employment economy, basic welfare benefits, and its 

severe constraints on foreign enterprises and private businesses resulted in a much more 

economically cohesive workforce and enterprise sector compared to the Chinese. 

However, this cohesiveness came at a great cost. The state could ill afford the massive 
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subsidies for the public nor an industrial sector burdened with redundant and inefficient 

enterprises. The burden of maintaining the statist economy contributed directly to the 

economic crisis featuring runaway debt, devastating shortages, and hyperinflation that 

destroyed the economy and doomed the Soviet Union. Moreover, the central leadership 

under Gorbachev paradoxically found that despite spending such vast resources to 

maintain the economic cohesiveness of the public it could not avail itself of mobilized 

public support for its restructuring goals.  The CPSU had squandered much of the 

public’s goodwill through brutal repression and a failure to materially improve the 

standard of living for its people for decades leading up to the Gorbachev era. The onset of 

a debilitating crisis and clear evidence of political paralysis and infighting eroded what 

little confidence the people may have had in Moscow. Moreover, the country remained 

deeply fragmented along ethnic lines, especially in the republics. The acceleration of 

competing identities and loyalties in ethnic minority republics had already introduced 

new forces that would adeptly exploit the fragile state of the public for anti-regime 

purposes. When Gorbachev began pushing democratic reforms in the late 1980s as a 

desperate measure to mobilize support against hardliner opponents, the CPSU had 

arguably already long-since lost the ability to inspire popular enthusiasm. Political 

mobilization through democratic reforms merely accelerated the dissolution of the state 

and the formation of new political entities. 

The Chinese government relieved itself of an ideological commitment to costly 

welfare obligations in the 1990s, when Deng oversaw a massive downsizing of the SOE 

workforce. This measure significantly improved the fiscal situation of the government 
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and allowed China to avoid the Soviet Union’s fiscal crisis, but it contributed to a serious 

fragmentation of the public. Fragmentation intensified as China deepened its integration 

into the global economy, since many of the jobs created by the evolution of a globalizing 

production network centered on the processing trade. The rapid expansion of the informal 

sector allowed China to rapidly expand its industries on the basis of cheap labor and low 

cost production. Moreover, the poor integration of domestic industries was exacerbated 

by the surge in foreign capital, since foreign companies had little interest in funding a 

Chinese social safety net or paying for Chinese industrial upgrades. But the cost was 

high. With the economy based on low-wage, foreign-employed, province-dominated 

activity, the population became economically fragmented and remained politically 

fragmented. The division between state, private sector, and foreign employed sector and 

surging inequality also exacerbated social inequality and segmentation as well. Rural and 

urban divisions, inland and coastal regions, all experienced widening gaps, despite central 

government efforts to reduce them. Severe under-funding of local services exacerbated 

the problems. Higher and higher spending on repression to control symptoms of public 

discontent merely underscored the state of popular alienation and discontent.   

Public anger over worsening inequality, a lack of government services, and the 

abuses of local authorities gave central leaders little incentive disinclined leaders to 

expand opportunities for political involvement. Instead, the government stepped up 

repression. But intense repression and severe public fragmentation also significantly 

weakened the center’s position vis a vis an increasingly well-resourced and entrenched 

elite, as Hu learned to his dismay. Efforts to build up a sense of political cohesiveness by 
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emphasizing nationalism yielded mixed and mostly disappointing results by the close of 

Hu Jintao’s tenure. 

The situation continued to deteriorate under Xi Jinping when the country began to 

prematurely deindustrialize starting in 2013.  With half the population still in rural areas, 

Beijing faced the prospect of a labor force dominated by low productivity workers in 

agriculture, service sectors, and a shrinking industry still dominated by the processing 

trade. Industry, even as it began to shrink, remained segmented and featured poor 

linkages. To increase economic cohesiveness, Xi would have to vastly increase funding 

for social welfare programs nationwide but doing so would require transferring enormous 

resources from the nation’s elites. To help slow the further fragmentation of the public, 

the government relied on SOEs to shore up social policy and augment active labor policy, 

but this contributed to the worsening profitability of the companies and the economy’s 

performance. Politically, Xi tried to rebuild the center’s political ties with the public 

through a number of measures, including promoting a personalistic political style, 

technology to enhance social trust, and nationalist policies. These political measures 

helped shore up the center’s ties with the public but could not alone overcome the effects 

of deep economic and social fragmentation. 

Both Hu Jintao and Xi Jinping grappled with how to improve the cohesiveness of 

the public, in part due to their interest in reducing popular unrest. But they also 

recognized the importance of gaining popular support for holding elites accountable to 

implementation of economic upgrading policy initiatives. Hu Jintao introduced 

ideological messages of a “harmonious society” that aimed in part to persuade the public 
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to cooperate with officials. He also oversaw the extension of social welfare benefits to a 

larger part of the public to help offset the loss of benefits from shed SOE jobs. However, 

the atrophy of party’s ideology undercut the appeal of its “harmonious messages” and the 

meagre funding for social welfare benefits scarcely improved the situation for most 

Chinese workers.  Xi Jinping tried to more directly align popular support with the central 

leadership’s agenda by reorienting propaganda efforts away from upholding the general 

authority of the party (since that benefited the elites as much as the center) to a message 

more tightly focused on the authority of Xi Jinping. This proved a useful tactic for 

separating popular support for the center from that of local elites. However, Xi Jinping 

discovered the same fundamental constraint that confounded Hu Jintao: The central 

leadership’s dependence on subnational elites to manage the economy and ensure social 

stability constrained their ability to discipline them. Moreover, no matter how popular Xi 

may have been personally, many people remained dependent on local elites and their 

clientelist networks to survive. If forced to choose, its not clear that central authorities 

could count on the populace to back Xi against the local patrons who most directly 

controlled access to goods and services. 

The starting values of the IVs influenced the choice of political strategies 

undertaken by the three leaders as they sought to implement their respective major policy 

initiatives. But the individual personality of each leader and the state of official ideology 

played important roles as well. Hu Jintao’s technocratic background and conflict averse 

personality encouraged him to rely on a political strategy that avoided confrontation and 

conflict. Given the power of opposing collusive networks and the weakness of public 
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support, confrontation between the center and elites carried serious risks of political 

conflict, which Hu had good reason to fear. He may have also been partly deceived into 

over-estimating the effectiveness of his strategy of elite transformation because itsdid 

address a real need to improve the professional quality of Chinese officials and formalize 

political processes. The appeal of a strategy to transform elites from opponents to 

facilitators of an upgrading policy agenda through training, education, and exhortation 

offered the additional benefit of reinforcing the consensus decision-making features of 

the political system that had worked reasonably well under Jiang Zemin. However, the 

premise of the strategy was flawed. In an era of deep division between central leaders and 

elites over the way forward on economic policy, consensus was simply not possible. A 

political strategy premised on consensus building – no matter how refined by training, 

education, and institution-building - was a recipe for gridlock and inaction.  The elites 

could easily undermine the strategy by promoting a façade of compliance while 

undermining policies that they opposed in practice. Hu’s misguided attachment to the 

obsolete consensus-building approach of his predecessors merely provided elites the veto 

power they needed to ensure the failure of the central leadership’s upgrading agenda.  

Gorbachev’s personality also led him to rely extensively on exhortation as well as 

incessant admonishment to try and prod his Politburo colleagues into supporting his 

agenda. However, his approach was driven more by an acute awareness of the weakness 

of his political position and the strength of the opposition arrayed against him, a fact the 

lamented frequently in his memoirs and writings. The ideology of the CPSU played an 

important role in Gorbachev’s struggle with opposing elites as well. Interest groups 
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exploited stale political formulas of communist ideals to oppose Gorbachev’s liberalizing 

reforms and demand greater state spending. Political illusions affected Gorbachev and his 

allies as well, since they mistakenly assumed a higher level of public support for their 

political agenda than in fact existed. Moscow’s commitment to ensuring the economic 

cohesiveness of the people by sustaining an unaffordable social welfare program likely 

fueled the illusion that the regime’s legitimacy could be purchased and its obvious 

failings forgiven.  

The outcomes in China and the Soviet Union shared some similarities as well as 

obvious differences. In all three cases, central leaders oversaw only incremental and 

marginal progress in the implementation of their respective major policy initiatives. In 

particular, the governments saw little progress in rectifying the gross inefficiencies and 

waste that supported the position of elites, although at the same time the economy 

continued to grow in most cases. In the Soviet case, of course, a steadily worsening 

economic situation especially after 1985 eventually led to crisis and the dissolution of the 

government.  

Successful policy implementation cases comparison 

The two cases of successful policy implementation shared several features. Most 

notably, the central leaders in both cases succeeded in shaping a favorable political 

environment for policy change, i.e., they achieved the “enabling configuration,” by the 

mid-point of the implementation period. 

In the case of China in 1991, Deng Xiaoping and his allies initially appeared 

weak. He lacked control of the security forces and remained at a disadvantage in the 
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government and in terms of maintaining his authority in the party. That year, Deng 

suffered repeated defeats in his efforts to carry out his socialist market policy agenda, 

most notably at plenary and central economic planning meetings.  However, as 

subsequent events would demonstrate, Deng’s position was stronger than it appeared. He 

enjoyed a broad base of support in the government, party, and military. Crucially, he also 

retained a considerable goodwill among the public, which he shrewdly exploited in the 

Southern Trip in 1992. It took only the momentum of good publicity and the repeated 

displays of strong public support to overcome the resistance of the hardliner faction. By 

1993, Deng had quickly consolidated power in the government, military and party and 

implementation of his plans followed soon after. Such a rapid consolidation could only 

have occurred had the supreme leader held the immense political capital and influence 

that he did. 

 

 
Table 8.2. Starting Independent Variable Values for Successful Policy Implementation Cases 

Case IV1 Central 

leadership strength 

IV2 Strength of 

elite opposition 

IV3 Public 

cohesiveness 

China 1991 Weak Weak Cohesive 

Taiwan 1974 Strong Weak Cohesive 

 

 

 

Taiwan’s strongman in the mid to late 1970s, Chiang Ching-kuo, started the 

implementation period from a position of strength. He held indisputable power in the 

government, military, and ruling KMT. Moreover, the central leadership under Chiang 
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retained enormous riches, thanks to the wealth that KMT emigres looted from China and 

to generous U.S. backing. The KMT top leadership further bolstered their position by 

eliminating potential rivals among the Taiwanese. Exclusion of native born Taiwanese 

from the highest levels of government also allowed the central leadership to operate with 

some degree of cohesion and unity of purpose independent of elites responsible for 

economic activity. Of course, in later years the KMT could not sustain the arrangement, 

but in 1973 the central leadership relied on these features to retain a strong grip on power. 

The political opposition facing Deng and his allies initially appeared strong, but in 

reality proved weak. Opposition to Deng consisted primarily of a handful of ideologically 

motivated hardliners and conservatives. They had personal convictions and personal 

reputations at stake, and they controlled a few key offices primarily in the central 

government. However, they lacked the support of the military.  Nor did the hardliner 

opposition experience much support among the critical audience of subnational elites 

who controlled most of the government outside Beijing. Despite their efforts to elicit 

support, the hardliners also lacked the backing of the public, most of whom had tired of 

the debilitating political conflicts that Deng’s opponents seemed intent on reviving as 

well as continued destitution that the hardliners’ ideals offered little hope of changing. 

Collusion among elites was limited in part due to restrictions on the presence of 

entrepreneurs in the communist party and the limitations on property rights which 

inhibited cadres from accumulating wealth. Through the mid to late 1990s, these 

restrictions would be lifted, enabling subnational elites who backed Deng to grow 

fabulously wealthy and deepen their collusive networks. However, throughout this period 
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their interests converged with those of Deng and his ally Jiang Zemin who sought rapid 

growth. The problem of dealing with a powerful and entrenched elite would be left to 

those leaders after Jiang Zemin when they faced an irresistible imperative to adopt a 

different economic growth strategy.  

Taiwan’s leaders also faced a relatively weak opposition. The KMT had 

decimated the local elites in the 1940s and their land to the tiller reforms further 

weakened the power of the landed elite in the 1950s. Moreover, as an émigré regime, the 

mainlanders maintained a firm grip on the nation’s most important political and security-

related bureaucracies.  Indeed, the elites were differentiated into mainlander-dominated 

government and military senior leadership positions and the commercial sector 

dominated by Taiwanese elites. Both groups of elites in general held a modest share of 

national wealth and income and featured a low level of collusion. Not only were they 

relatively weak, the elites also did not have an incentive to oppose the economic 

upgrading policy initiative advanced by Chiang. However, with the eroding position of an 

aging mainlander elite near the end of the 1970s, the Taiwanese economic elites began to 

form close ties with the public in their agitation for more influence and power. 

In the case of China in the early 1990s, the public’s cohesiveness was in 

transition. In the Maoist period, the CCP’s focus on mass politics and an economy 

dominated by the state, resulting in a general high level of cohesiveness. Fragmentation 

increased, however, in the reform period when the CCP politically demobilized the 

populace and began to dismantle the state sector. By 1991, the people had been largely 

depoliticized. However, the CCP had not completely abandoned the mobilization of 
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public sentiment as an instrument of political struggle. Indeed, both Deng Xiaoping and 

his hardliner opponents in the central government solicited public support through mass 

media and other high profile political events. Deng’s popularity and the public’s fatigue 

from Maoist politics provided the reformers a decisive edge, but the failure of the 

hardliners to garner public sympathy did not negate the lingering importance of popular 

involvement in politics. Deng’s passing and the party’s disinterest in reviving mass 

politics definitely ended the period of political cohesiveness at the end of the 1990s. 

Economically, SOEs still employed over half of the workers in 1991, but massive 

downsizing - ironically, a consequence of Deng’s socialist market policies - resulted in 

the shedding of tens of millions of jobs. By the early 2000s, urban labor began to be 

characterized by informality. The business sector also grew increasingly fragmented, with 

foreign companies in the later 1990 playing an increasingly larger role. The domestic 

economy featured industries dominated by sub-contractors that were poorly integrated 

and cellularized provincial economies. Growing social inequality intensified as well, 

especially after the SOE downsizing. Not coincidentally, competing groups like 

falungong and rebellious minority groups began to gain traction in the later 1990s amid 

the country’s severe economic, political, and social fragmentation. 

In the case of Taiwan, a low level of inequality, largely formal workforce, and a 

business sector dominated by domestic companies with fairly robust linkages between 

SMEs, large enterprises, and SOEs ensured economic cohesiveness. The political system  

provided limited, but real participation in the selection of local leaders and this yielded 

considerable political cohesiveness as well. The main cleavage was ethnic, with a 
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minority mainlander expat community governing the more numerous local Taiwan 

populace. Through the early 1970s, repression and a shared opposition to the threat of 

communist China helped keep these differences in check. However, decades of rapid 

growth and the aging of the expat community led to an erosion in the ability of the 

security forces to control society. Moreover, the U.S. decision to change recognition to 

Beijing in the early 1970s brought the latent tension between the two groups to the 

forefront. Ironically, the differentiation of elites facilitated the strengthening of bonds 

between the native Taiwanese economic elites and the public, resulting in a high potential 

for mobilized political opposition to mainlander dominance. Even in the 1970s, the ruling 

KMT regime found it had little choice but to accommodate a populace that chafed under 

expat rule. The mainlander strategy of cooptation through “Taiwanization” proved to be 

insufficient and an opposition formally emerged at the end of the period.  However, in 

terms of economic policy, the cohesiveness of the public and lack of elite opposition 

facilitated center-led efforts to successfully carry out the economic upgrading policy 

initiatives.  

The political strategies adopted by both leaders centered on building supporting 

coalitions and managing the relatively modest opposition to new policies. Deng’s 

personal prestige enabled him to mobilize the support of the public as well as that of 

many subnational elites in favor of the new policies. Taiwan’s strongman permitted 

economic technocrats to carry out their work of upgrading the country’s infrastructure 

while the central government used its wealth to buy support from key constituencies. The 

problem of increasing pressure for greater access to top leadership posts by native-born 
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Taiwan elites grew during this period, but central leaders relied on selective recruitment 

and payoffs to key constituencies to relieve some of the pressure. This strategy would 

eventually prove inadequate, but future KMT leaders would bear the brunt of coping with 

the political demands for democratic change.  

 Successful and failed policy implementation cases comparison 

Comparing and contrasting the cases of success with those of failure can 

illuminate some of the reasons for the variation as well as provide some insight into the 

distinctive features of these types of regimes.  

A first point to observe is the contrast in the values of the independent variables 

(Table 8.3). All the cases of successful policy implementation featured strong central 

leadership by the mid-point of the implementation period.  Deng started from a weak 

central leadership position, but this obscured his real strengths which he quickly 

capitalized on. All three cases featured fairly weak elite opposition. In the case of China 

1991, the hardliners who opposed Deng lacked the resources to incentivize subnational 

elites to support their political stance. On the contrary, subnational elites generally 

backed Deng’s economic policy agenda since they regarded the proposed change as far 

more profitable.  In the case of Taiwan, low inequality and the differentiation of elites 

resulted in a generally weak Taiwanese elite, and these individuals generally did not 

oppose the government’s upgrading policy initiative. These two cases also tended to 

feature cohesive publics, at least initially. In the case of China 1991, for example, a 

legacy large state sector and minimal private and foreign investor presence in the 

enterprise sector resulted in a non-farm economy defined by formal employment, good 
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benefits, and domestic industry. Although officially the government encouraged de-

politicization of the people, both Deng and his hardliner opponents regularly solicited 

popular support against the other, underscoring a degree of political cohesiveness. 

 

 
Table 8.3. Summary of Starting Independent Variable Values for All Cases 

Case IV1 Central 

leadership strength 

IV2 Strength of 

elite opposition 

IV3 Public 

cohesiveness 

Successful cases Strong/ weak Weak Cohesive 

Failure cases Weak Strong Fragmented  

 

 

 

By contrast, all of the cases of policy implementation failure featured generally 

weak central leadership, at least at first. In the case of China 2013, Xi Jinping succeeded 

in building a strong central leadership. However, Hu and Gorbachev failed in their 

respective cases to overcome the weakness of their position. Perhaps the most distinctive 

feature of the failed cases consisted of the strength of elite opposition.  In all cases, these 

elites had gained power and/ or wealth and their dominance of the party-state apparatus 

exploited the ruling party’s monopoly on power to great advantage. Building collusive 

networks spanning government, party, and industry and reaching to patrons at the highest 

levels of government, the entrenched elites were well positioned to defend their interests 

and fend off efforts to change the status quo. The three cases of failure also featured 

either fragmented publics or, in the Soviet case, an economically cohesive but ethnically 

fragmented populace that in all cases had grown alienated from the ruling party. Thus, in 
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all three cases the central leadership lacked a feasible way to mobilize popular support 

against recalcitrant elites and in support of their policy goals. 

Differences in the political and economic challenges between the successful and 

failed cases can help explain the variation in outcomes and the political strategies adopted 

by the different leaders.  In the successful cases of China 1991-1998 and Taiwan, the 

challenges arguably were easier than those faced by Moscow in 1985 and Chinese leaders 

in 2003 and 2013. The challenges owed to contrasting levels of development and to the 

relative varying degrees to which intensive growth measures were part of the policy 

initiatives.  

In the case of China in 1991, the country faced a slowdown and inflation. But it 

also faced favorable prospects for faster growth. In terms of its level of development, the 

country had considerable potential to for “extensive” growth. Nearly 75% of the 

population remained in rural areas, indicating a high potential of gains from reallocating 

labor from low productivity agriculture to more productive manufacturing.  Financial 

repression and strong interest from foreign investors suggested a high possibility of 

growth from capital inputs as well.  

In the case of Taiwan, the island faced a higher level of development in the late 

1970s. The gains from sectoral reallocation from rural to industrial jobs had been largely 

exhausted and a sudden shift to a less favorable international environment provided a 

strong incentive for the island to carry out an upgrading of its export industries and 

infrastructure to maintain a strong competitive advantage.  The threat to the island’s 

survival posed by communist China, exacerbated by the U.S. decision to change formal 
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recognition to Beijing, provided a strong incentive for the island’s economic actors to 

support the upgrading policy. The central government’s access to vast resources thanks to 

its rich U.S. backers and the loot it had carried from mainland China positioned Taipei 

well to carry out major capital investments to upgrade the economy. In both cases, 

productivity gains resulted from the policy initiatives, but the strong element of 

“extensive” growth measures likely played an important role in the feasibility of success. 

The cases of the Soviet Union, and China in 2003 and 2013 featured significantly 

more demanding challenges. In these cases, the country had undergone industrialization 

and faced a diminishing ability to rely on labor and capital inputs to fuel growth.  In the 

case of China, the saturation of global markets and erosion of the country’s labor cost 

advantage meant that future growth would have to come from a more efficient use of 

existing capabilities. As in the Soviet case, this would require shutting down excess 

capacity from redundant factories and inefficient SOEs, which could result in job losses 

in the tens of millions and income and power for elites. Finding ways to improve 

productivity through such means was inherently going to be contentious. 

The contrasting challenges was matched with policy responses of varying levels 

of difficulty that correspond to the outcomes.  The policy initiatives advanced by Deng 

Xiaoping and Chiang Ching-kuo offered to unlock growth in a way that did not 

necessarily require antagonizing powerful interest groups. In the case of China, Deng’s 

reforms shut down many inefficient SOEs but also opened opportunities for workers to 

find new jobs in newly created more efficient private industries. The change also lifted 

restrictions on property ownership and commercial activity, creating new opportunities 
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for elites to exploit their privileged status for profit. The central leadership tolerated all 

sort of wasteful and inefficient behavior on the part of local elites so long as they 

maintained high growth rates. In the case of Taiwan, massive investments to increase the 

island’s infrastructure generally met approval by business executives eager to elevate the 

country’s economic competitiveness. The spending created many jobs and did not incur 

major political opposition.  

By contrast, the cases of failure all featured policy initiatives that primarily sought 

to unlock “intensive” growth through the reduction of wasteful, inefficient, and low-

productivity practices.  This mode of growth required a substantial reallocation of 

resources away from the state sector and away from the rent-seeking practices of elites 

towards more efficient channels. By their nature, these initiatives unavoidably would 

entail massive losses for powerful, entrenched elites and accordingly faced intense 

resistance. The fact that the leaders in all three cases experienced at most incremental 

change underscores the broader finding in developmental studies that unlocking 

economic growth driven by intensive methods is politically much more challenging to 

carry out than those driven by extensive methods. 

Comparison of political strategies 

The nature of the problems faced by the center and the contrasting values of the 

independent variables help explain the political strategies undertaken by the different 

authoritarian governments.  All of the cases underscore the cautious nature of 

authoritarian leaders, especially regarding potential confrontations with powerful elites.  

In most cases, the central leaders sought to avoid coercive and violent tactics that could 
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provoke conflict with elites and less hesitation to step up repression of the public (Table 

8.4). 

 

 
Table 8.4. Variation in Political Coerciveness towards Elites, Public Repression in Cases 

Type of 

violence 

China 

1991 

China 

2004 

China 

2013 

Taiwan 

1973 

USSR 

1985 

Center-elite 
  

Elevated 
 

Elevated 

Center-public Elevated Elevated Elevated 
  

  

 

 

Where political situations proved favorable and elite opposition generally weak, 

autocrats relied on generally non-violent means to coax and incentivize elites into 

supporting their agenda. In the case of Taiwan, the weakness of elite opposition and 

cohesiveness of society enabled the central leadership to oversee implementation of its 

economic agenda with little need to resort to violence. In terms of political criticism of 

the mainlander-dominated central government, authorities relied on repression until the 

reality of demographics and a weakening legitimacy owing to international developments 

in the early 1970s made concessions and accommodation of Taiwanese opponents 

unavoidable. Yet decades of low-intensity struggle between authoritarian KMT leaders 

and the growing Tang-wai opposition would continue to play out in ensuring decades 

before democratization took place.  

Deng Xiaoping and his allies relied on traditional CCP tactics of political 

maneuver and the mobilization of public sentiment to oust their opponents from top level 
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positions and compel them to concede. The weakness of the hardliner faction and their 

lack of support among subnational elites and the public allowed the ailing Deng to prevail 

without the need for brutal violence.  

Hu Jintao’s political strategy was informed by the reality of an unfavorable 

political situation that he inherited as well as his own personal inclinations. He also 

recognized a dire need for the regime to upgrade its governance capacity to address the 

needs of a maturing economy and pluralizing populace with greater demands. His 

strategy of seeking to transform elites into professional, competent, and compliant 

partners held great appeal to an autocrat who had good reason to fear the conflict with 

powerful elites, but who also personally favored technocratic solutions.  

Xi Jinping’s strategy was informed by the failures of Hu’s approach. Xi inherited 

and upheld the paradigm of the CCP as a governing party and he maintained the center’s 

close alliance with the elites. The progress in institutionalizing and stabilizing CCP rule 

provided an important infrastructure upon which Xi could build more aggressive 

strategies. Without the standardized procedures, and meritocratic changes overseen by 

Hu, Xi’s actions would likely have proven intolerably destabilizing. Recognizing a flaw 

in Hu’s approach, Xi focused on strengthening the center’s power relative to the elites. 

He also recognized that strengthening central power alone was unlikely to successfully 

reverse the balance of power. Aggressive action to weaken elites and finding ways to 

reinvigorate the mobilization of the public would improve the center’s prospects of 

gaining the upper hand against elites.  The anti-corruption campaign helped with the first 

goal. For the latter goal, the central leadership recognized that its dependence on elites 
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complicated efforts to strengthen the people’s ties with the party, as the CCP 

encompassed both the center and elites. Xi wanted the people to support the center more 

than the local elites. Thus, it made political sense to drive a political mobilization 

centered on Xi’s authority, not the CCP as a party.   The reinvigoration of the CCP’s 

Marxist identity, the promotion of a Xi cult of personality, and the advocacy of 

nationalist foreign policy- which the center was responsible for, not local elites- helped 

bolster public support for Xi.  

These innovative aspects of Xi’s approach yielded more substantive results in 

changing the value of the three variables and reconfiguring the country’s political 

situation.  In particular, the central leadership became measurably stronger. Xi’s efforts 

also resulted in the weakening of elites, or at least of some networks of elites, as well as 

some progress towards building a politically more cohesive public. However, these latter 

tasks encountered hard limits. The center’s dependence on elites to administer the state 

and the CCP’s comingling of central and local government authority constrained how 

much the center could afford to risk antagonizing the officials upon whose authority 

Beijing depended for maintaining growth and stability. And the efforts to encourage 

political cohesiveness may have boosted Xi’s popularity, but the reality of economic 

fragmentation left the public dependent on the personal power of local elites.  Moreover, 

Xi’s political strategy carried its own risks. The centralizing measures alarmed domestic 

rival elites, some members of the public, and many international observers. The 

crackdown on elites and efforts to cultivate popular support proved similarly provocative. 

Threatened elites began to flee, resist, or cultivate international support.  Rumors, 
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impossible to confirm, increased regarding the potential for organized opposition among 

elites to Xi. The political instability generated by Xi’s political strategy thus threatened to 

undo his standing and he eventually had to relax the pace of the centralizing and coercive 

measure. As a result, the center lacked sufficient leverage, and the elites, while too weak 

to overcome the center also proved sufficiently strong to maintain their position. The 

public, meanwhile, remained too weak to play a decisive role. The result under Xi has 

mostly been a stalemate, with only slightly better results than Hu saw but overall only 

incremental and disappointing results in policy implementation.   

This chapter has provided an overview of some of the points of similarity and 

difference between the five cases.  To summarize, the cases of failure generally featured 

much more intractable and difficult to achieve policy goals related to the pursuit of 

intensive methods of elevating economic growth. The difficulty of the challenge was 

intricately related to the value of the independent variables related to the political task of 

setting the necessary conditions for realizing economic revitalization. In all the cases of 

policy implementation failure, central leaders confronted a daunting political situation. 

By contrast, the cases featuring successful outcomes featured both an easier economic 

policy challenge and far more favorable political circumstances.  
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CHAPTER 9. CONCLUSION  

In this chapter, I conclude the study with some general observations. I consider 

some implications for the study of contemporary Chinese elite politics. I also note some 

implications for the study of economic development in authoritarian and developing 

countries, especially for countries seeking to carry out intensive growth measures. 

Insights from these topics can help illuminate China’s potential evolution as an 

international power and as a competitor of the United States.   

While the study focused on single-party, closed authoritarian governments, its 

findings carry important implications for liberal democracies that seek to improve their 

economy’s performance. Many of the issues that impeded success for the authoritarian 

states featured in this study also apply to those of mature liberal democracies with post-

industrial economies, such as the problem of powerful elites and public fragmentation.   

Assessing Evidence for the Theory of the Enabling Configuration 

The study theorized that favorable political conditions are essential to the 

successful implementation of major, multi-sector policy initiatives designed to improve 

economic performance. Improvements to an economy’s performance could be measured 

by productivity gains as well as gains specific to individual cases. The “enabling 

configuration” translated this theory into a posited ideal combination of the three 

independent variables. To recap, the theory stated that an authoritarian, single party 

government needed to achieve a favorable political situation resembling the enabling 

configuration by the midway point of a designated period for implementation of a major, 
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multi-sector policy initiative designed to improve an economy’s performance. If the 

central leadership failed to shape something like the enabling configuration within the 

posited time span, then the policy initiative would not succeed.  However, building the 

enabling configuration is a necessary, not sufficient, condition. Achieving the 

configuration alone might not result in the hoped for economic gains, since other factors, 

such as the competence of the bureaucracy, also affect economic outcomes.  

The results in the case studies were consistent with the theory. In the cases of 

China 1991-1997 and Taiwan 1973-79, the central leaders shaped a political environment 

that resembled the enabling configuration by the third year of the six year period 

observed for policy implementation. Although other factors could have impeded 

successful realization of the hoped for economic gains, in both cases the leaders 

succeeded. Productivity improved substantially and they met their priority goals. The 

successes ushered in periods of sustained economic growth lasting a decade or more. 

The negative cases also supported the theory. In the cases of China 2003-2009 

and 2013-2019, a failure to build an enabling configuration resulted in failure to realize 

desired objectives in both cases. The results proved disappointing, and efforts to build a 

more sustainable, efficient economy faltered. Indeed, in both cases the leadership saw a 

regression in some ways, as the state sector expanded, as opposed to contracting, and 

problems of bad debts and excess capacity worsened. 

Yet caveats are in order. The sample size was small- a mere five cases. Moreover, 

the intricate relationship between the economic challenge and the value of the 

independent variables merits emphasis. The leaders of the Soviet Union and China in 
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2004 and 2013 faced formidable challenges both politically and economically. The fact 

that no single-party, authoritarian closed government has succeeded in upgrading its 

economy through primarily intensive methods raises questions about the possibilities and 

limitations of such governments who seek to achieve the highest levels of productivity 

and per capita income.  

Other scholars have noted that China’s development challenges share far more in 

common with those of other large developing countries in Asia than the small, early 

industrializing “Asian Tigers” such as Taiwan.566 Some experts have noted that the 

qualities of informalization of the work force, fragmented industrial chains, and powerful 

elites characteristic of late industrializing countries including China suggest that the 

success of the Asian Tigers may be the last to have enjoyed such a mode of equitable 

industrialization. This could mean an increase in inequality and long-term slow growth 

for the world economy.567 

The political challenge of intensive growth 

Distinctive features of single party, authoritarian states may make them especially 

vulnerable to political pressures that rise from the implementation of intensive upgrading 

growth strategies, but lessons from their experience could be applied more broadly. This 

study has proposed a theory of policy implementation that could help illuminate trends 

observed of many other countries. Other scholars have noted, for example, the tendency 
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of prospering economies to yield worsening economic inequality, increasingly wealthy 

and powerful elites, and fragmented publics.568 Long a feature of many developing 

countries, these trends have manifested in many of the wealthiest and liberal democracies 

in recent years.  Perhaps not coincidentally, both developed and developing countries 

have often struggled in recent years to dramatically improve productivity through 

intensive growth strategies in recent years. While the reasons for the low success of 

countries that try to improve productivity continues to be debated, the results of this study 

suggests the problem posed by politics could be an important factor. The findings 

emphasize the extremely challenging task of establishing favorable political conditions to 

enable restructuring policies and the fragility of such a situation even if successfully 

realized. And this theory represents only one possible “necessary” political condition. 

Scholars have already identified other essential ingredients for successful economic 

development, such as a competent bureaucracy and productive relationships between 

state and society.569 Perhaps why countries have struggled to become rich in recent years 

is that such success depends on a combination of favorable necessary conditions which 

for a variety of reasons may be becoming harder to achieve. 

All countries face the risk that wealthy and powerful interest groups may become 

entrenched enough to distort policy for purposes of self-enrichment with little benefit to 

the public. The same trends that accelerate economic fragmentation in China and other 

authoritarian regimes featured in this study can appear in liberal and wealthy as well as 
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developing countries, too. The effects of global trade and automation have already 

devastated the industrial sectors of many advanced countries, who have in turn struggled 

to replace those relatively good paying jobs. In the developing world, the situation is even 

more dispiriting, with informality and low wage jobs predominating. These economic 

trends can further aggravate political and socio-ethnic fragmentation in democratic as 

well as non-democratic societies. Although democracies offer a mechanism for political 

participation, elections do not by themselves negate the problem of political 

fragmentation. The key question is whether people believe participation opportunities are 

meaningful. Where large segments of the public have concluded that voting will make 

little difference in improving their lives, the result is likely to be political fragmentation. 

And with the public fragmented, central governments in liberal democracies may find 

their ability to prevail over increasingly powerful elite opposition, which might in turn 

result in political gridlock and diminishing prospects for implementing intensive growth 

measures.  

Policy implementation: The role of violence 

While the study focused primarily on the question of whether and how 

authoritarian states could successfully implement major policy initiatives, a secondary 

question centered on the incentives for political actors to engage in violence during the 

process of policy implementation. The results of the case study analysis offers sobering 

food for thought. In four of the five cases, the central leadership’s effort to implement the 

major policy initiative coincided with increased state violence involving the center, elites, 

and/ or the public. The most common form of state violence involved an increase in 
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repression against the people. This happened in all of three cases of China. The case 

studies suggest that increased repression owed to reasons related to the pursuit of major 

policy initiatives to unlock growth. China experienced substantial productivity gains 

under Deng Xiaoping and the restoration of fiscal stability by imposing the cost of 

economic overhaul on the populace. The government slashed jobs, social welfare 

benefits, and services, which reduced government spending and debt. It resulted, 

however, in a significant increase in insecurity and hardship for many Chinese people, 

however. Moreover, the central government’s close alliance with subnational elites 

proved a critical enabler of rapid growth policies, but the center’s backing also meant that 

local elites were freed to abuse their authority and neglect public needs. As the central 

government implemented its upgrading policies, public resentment over problems of 

malfeasance sparked protests and unrest grew. Because fully funding the services and 

correcting the abuses would have sharply reduced China’s competitiveness and 

attractiveness as a destination for foreign investment, the government responded to the 

demands with heightened repression. One potential conclusion is that societies facing 

high levels of public fragmentation may find it difficult to resist an increase in repression 

as part of their efforts to implement major upgrading policies, especially if the central and 

elite relations have become collaborative.  

The case of the Soviet Union and Taiwan did not feature heightened repression of 

the public, but for different reasons. In the case of the Soviet Union, Gorbachev 

cultivated the support of the public and encouraged more criticism of the status quo in 

hopes of pressuring political opponents in the Politburo and government to accept the 
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need for change. In the case of Taiwan, authorities experienced a diminishing ability to 

monitor and control a rapidly pluralizing society. Faced with increasing solidarity among 

the Taiwan population and criticism of the mainlander monopoly on power, the central 

government tried to placate the public with loosened controls and increased efforts to 

coopt native elites through recruitment into the KMT. The outcome suggests only 

societies featuring a high level of cohesiveness and weak elites are best positioned to 

build stable and liberal democracies. By contrast, the Soviet case suggests liberalizing 

changes in a deeply fragmented society featuring powerful elites carries a high risk of 

illiberal results.  

Violence between the center and elites occurred in only two cases, underscoring 

the trepidation central leaders had towards openly confronting and coercing powerful and 

entrenched elites. Xi Jinping significantly increased coercion of elites through an 

extensive anti-corruption campaign that swept up many high level officials and elites 

throughout the party-state. Yet despite the coercion, the elites saw little actual reduction 

in their wealth and incomes. One possible lesson is that the threat of political conflict 

imposes real limits on the ability of central leaders to break the power and significantly 

downgrade the wealth and power of elites.  

The other case involved violence by elites against the center seen in the Soviet 

Union case. Gorbachev understood that he lacked the political power to coerce elites into 

compliance with the perestroika reforms. He tried non-violent approaches to winning 

their support, but his apprehension proved well founded when the elites rebelled in 1991 

and seized power from Gorbachev to forestall the prospect of massive cuts in income to 
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pay down the nation’s debt. This outcome underscores the danger of antagonizing elites 

for central leaders.  

The case of China under Deng and Taiwan featured a lower level of violence 

between elites and the center as well, but for different reasons. Deng’s political strength 

and the fragility of his hardliner’s political position meant the revolutionary hero could 

rely on political maneuver and the help of his supporters to turn the opponents out of 

power without recourse to bloodshed. The strength of the KMT regime and congruence 

between the center’s policy agenda and the interests of economic elite meant that Taipei 

had little incentive for coercion. The lesson here is that weak elites and a cohesive public 

offer more favorable prospects for non-violent confrontation of elites by central leaders. 

However, a situation featuring weak elites and cohesive publics is uncommon. 

All of the cases studied provided evidence that autocrats that contemplated major 

policy initiatives in countries feared political conflict and generally went to great lengths 

to avoid provoking conflict with powerful elites if possible. Only when other, less 

confrontational methods had proven ineffective, as happened in the case of China 2013, 

did they begin to consider more confrontational and coercive approaches. While this 

study focused on autocratic states, this finding raises unsettling questions about the non-

coercive possibilities for major economic upgrading initiatives in all societies, especially 

those featuring unfavorable political conditions characterized by weak central leadership, 

powerful elite opposition, and a fragmented public. If autocrats, who have at their 

disposal the power to arbitrarily inflict violence on any individual without regard to due 

process, cannot control elites, what hope do democratic regimes in similar situations 
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featuring high inequality, entrenched elites, and fragmented publics have? Although a full 

analysis of potential non-violent political strategies for democracies to build favorable 

political conditions for upgrading policies lies beyond the scope of this study, its findings 

suggests grounds for pessimism. 

Implications for analysis of China 

What does the study’s findings suggest for China’s prospects, an original impetus 

for the research?  One finding is that China faces a serious challenge in seeking to 

upgrade its economy during a period of global capitalism that encourages the 

development of political conditions that are unfavorable to the implementation of major 

policy initiatives.  In general, this study concludes pessimistically that Beijing will not be 

able to realize the intensive growth strategies prescribed by many economists and that the 

country will continue to significantly lag behind the “frontier” productive economies. 

Problems of ballooning debt, underfunded social services, excessive capacity, and low 

productivity could persist for the foreseeable future. Premature deindustrialization and 

the persistence of a large rural work force has resulted in a near permanent state of 

economic fragmentation that is unlikely to be reversed.  Moreover, China developed in 

the context of severe decentralization, and the dependence on the provinces for economic 

growth has resulted in an increase in power and leverage by the elite against the center 

that appears unlikely to be reversed outside some dramatic and potentially destabilizing 

shock.  

Even so, this analysis suggests the political situation as achieved under Xi Jinping 

may be more stable than is frequently assumed and that the dangers of dissolution and 
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collapse are probably overstated. Xi’s centralizing and repressive measures, although 

controversial and provocative, have at least reduced the risk that elites might drive 

internal disintegration or capture the central leadership. The danger of serious instability 

and potential severe political conflict was arguably higher under Hu Jintao, whose 

tolerance of elite power permitted the formation of powerful networks –exemplified by 

the rise of Bo Xilai and Zhou Yongkang- with the potential to someday challenge the 

central leadership’s grip on power. 

Over the long term, the case study comparison suggests that if China fails to 

resolve its productivity issues, its future could resemble something like that of the Soviet 

Union in Gorbachev’s day. In particular, Beijing might someday face the risk of 

powerful, entrenched elites who routinely distort policy for purposes of self-enrichment 

and rent and who promote policies that incrementally undermine the nation’s economic 

performance. If a future top leader decided to roll back the centralizing measures 

undertaken by Xi, the leader might find his position weakened to the point that he might 

struggle, as Gorbachev did, to impose his or her will on the elites who control the party-

state bureaucracy.  Chinese leaders are acutely aware of the failings of the CPSU and 

how the Soviet Union collapsed. China’s situation differs from that of the Soviet Union 

in many ways, of course, a top one being that China’s economy is far more decentralized 

and dynamic than the Soviet economy ever became. The main threat posed by elites to 

the central government accordingly will differ from that faced by Gorbachev. Powerful, 

entrenched elites could, for example, pursue greater autonomy within China. The main 

threat they might pose thus rests in national disintegration and the country’s breakup. If 
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they are determined to avoid a similar fate, future Chinese leaders will have a strong 

incentive to continue policies of centralization, coercion against elites, and efforts to 

bolster ties between the autocrat and the public as a form of counter-pressure against the 

elites.  

Given the trajectory of China’s political and economic evolution, in retrospect it 

should not be surprising that Xi Jinping pursued the form of politics he did. In fact, this 

study has concluded that the political path undertaken by Xi Jinping, far from irrational 

and erratic, in many ways represented a rational response to the situation. The example of 

Gorbachev and, more proximately, that of Hu Jintao showed the high risk of failure that a 

path of consensus-building, non-confrontation, and elaboration of procedures, 

institutions, and processes unavoidably entailed. Popular prescriptions of a shift towards 

democratic reform and liberalizing change upon closer analysis seem incomplete and of 

doubtful utility at best. Such recommendations are usually informed by misguided 

comparisons with Asian Tigers which, as this study has suggested, featured far more 

favorable political conditions for democratic change. Liberalization, large-scale 

privatization, and democratization in a country like China featuring powerful, entrenched 

elites and a highly fragmented populace appears unlikely to result in a form of stable 

democratic rule such as that enjoyed by Taiwan. The similarities in China’s 

contemporary situation with that of the Soviet Union under Gorbachev suggests a more 

compelling model of what could happen. The Soviet Union did, after all, adopt economic 

and political restructuring after Gorbachev, which resulted in the dismantling of the state 

sector and dramatic improvements in the economy’s performance. It also entailed a shift 
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towards a more fragmented populace and a strengthening of the power of entrenched 

elites who exploited the liberalizing changes for self-gain, resulting in an illiberal and 

authoritarian rule under a veneer of democracy. It seems plausible that a China that 

underwent similar liberalizing and democratic change might evolve into a similar 

situation characterized by a high degree of oligarchic rule, social fragmentation, 

corruption, and illiberal authoritarian rule. 

For analysts of Chinese elite politics, this study carries some implications as well. 

Analysis of the evolution of China’s political economy over the past few decades 

suggests that the changing nature of elites merits closer attention. Confusion in the China 

watching community over whether the country has experienced greater 

institutionalization of politics or if its political system remains fundamentally defined by 

faction alignments and behind the scenes power struggles may be incorrectly framing the 

problem. Chinese politics has experienced both greater efforts to regularize and 

institutionalize processes and procedures and featured ongoing struggles between elite 

groupings. What is changing is how these elite groups are being organized and how they 

are carrying out their struggles. Struggles between ideologically aligned networks led by 

powerful personalities such as Mao or Deng have long since passed. Indeed, arguably the 

model of geographic-based clientelist networks characteristic of Jiang’s era may be 

passing as well. The future of Chinese elite politics may be glimpsed in the late Soviet 

Union and in the example of some of the more powerful elite personalities in 

contemporary China. In the Soviet Union, elite politics became dominated by competing 

interest groups defined by interlocking elites in industry, government, and the party.  
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These were sometimes called “industrial complexes” and they proved to be formidable 

combinations of political power and state capital. In China, Zhou Yongkang’s career, 

before his downfall, provides a glimpse of how such complexes could propel patrons to 

the highest levels of government and become powerful players in elite politics. Zhou’s 

base of power consisted of the energy industry, which he assiduously cultivated and 

protected. The massive infusion of cash into China’s political system raises the 

possibility that similar interest groups featuring mutually collusive networks could 

become a powerful force in politics.  

Implications for U.S. strategic competition with China 

The analysis suggests China will continue to face challenges in upgrading its 

economy. It is not only growing old before growing rich, but also de-industrializing well 

before it has grown rich. This suggests that productivity gains will become more difficult 

as the economy transitions into a more service-based economy. Even if China can 

successfully innovate and become a technological leader, it does not appear likely to 

reverse the trends towards a shrinking industrial base. More likely, China could evolve in 

a direction reminiscent of the U.S. economy in the 1990s, when U.S. tech companies 

dominated internet-related technologies. A tiny proportion of the population grew 

wealthy and prosperous, but inequality deepened, and the rest of the population 

experienced comparatively little gain. 

If this is China’s fate, the central government could continue to face the challenge 

of managing a numerically small, but powerful and well-resourced elite with little help 

from a fragmented, insecure, and disaffected populace.  The incentive to maintain an 
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illiberal politics, ally with elites, and repress the public will remain strong even after Xi 

inevitably leaves power. The prospect of democratic transition looks increasingly remote. 

This could mean the U.S. faces a long term competition with an authoritarian China that 

will continue to be highly repressive.  The long-term persistence of an unfavorable 

political configuration for implementation of upgrading policies means that the 

possibility that China might repeat the success of Asian Tiger economies and unleash 

high productivity growth looks improbable. More likely, China will struggle with 

suboptimal results in its pursuit of intensive growth and continue to rely on extensive 

injections of capital. This mode of growth will continue to be wasteful and inefficient, but 

the results tolerable, especially for the central leadership and elite who will be able to 

maintain their privilege and status through extractive policies. Moreover, China’s case 

may paradoxically become attractive as a model for many economies that suffer from 

similar structural constraints as China, including a large informal sector, premature 

industrialization, a fractured business sector with poor domestic linkages, and powerful 

and entrenched elites. A combination of Hu’s approach, which prioritized building up the 

professional competence of officials, and Xi’s approach, which centralized power in 

order to curb elite excesses and bolster the center’s connection with the people, offers the 

potential to balance domestic political stability, modest growth, and control of elites. It 

may not achieve an optimal outcome of high productivity growth, but leaders in such 

countries may conclude that such an outcome is beyond their reach in any case, due to the 

unfavorable political conditions. Given the alternatives of either elite dominance of the 
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center, national dissolution, or economic stagnation, China’s modest achievements may 

prove more attractive in coming years as an illiberal model of growth. 

A China that achieved sub-optimal results in its implementation of major policy 

initiatives may still have sufficient resources to generously fund its military and foreign 

policies, due to the central government’s ability to capture a larger share of GDP under 

Xi than was the case with previous leaders Jiang and Hu. The subnational governments 

may suffer shortfalls in funding for social welfare programs and government services, but 

Beijing may opt to simply step up repression to control discontent over these local issues 

while maintaining generous funding for central priorities, such as the military and foreign 

policy initiatives such as BRI-related activities. Beijing might seek to maintain its uneasy 

alliance with elites by tolerating considerable graft and corruption so long as the elites 

made some incremental progress towards Beijing’s goals. 

If China’s political situation proves insurmountable and it never realizes the levels 

of intensive growth leaders have sought to provide far higher per capita incomes to the 

populace, this does not mean China may not pose a challenge to the United States. Power 

is relative, after all. A slow-growing China may still see its power gain relative to that of 

the United States, especially if Washington struggles to implement major policy 

initiatives to significantly improve its economic performance.  Rival major powers such 

as Japan, India, and the European Union are also experiencing in their own distinctive 

ways trends that augur ill for high-productivity growth. China in such a case may prove 

less of giant than if it had successfully overcome its difficulties and implemented 

contentious intensive growth policies. But this may matter less than it seems if China’s 
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rivals experience even slower growth. If current trends continue, the future of U.S.-China 

competition could even see a reversion to a pattern common to pre-modern inter-state 

rivalries, in which central rulers and their elite allies rely must balance competition with 

the rival state with careful management of a fragile polity characterized by high 

inequality and a fragmented and discontented populace. 
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