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Abstract

Understanding the inner dynamics influencing the ongoing process of
economic reform in China, especially the flexibility achieved by
government bureaux is important for strategic policy makers in India.
The brief study seeks to determine the relationships of dominance,
correspondence, and contradictions as well as the direction of influence,
the sequencing between government bureaux, and the end results of
their joint operations by applying the micro-macro linkage approach.
The dynamics of foreign economic policy-making, are revealed by the
mutual influences as well as the channels and mechanisms between
and among the micro and macro-level elements.

Introduction

China’s open door policy (duiwai kaifeng) is largely the adoption of a
liberal economic framework, driven by the demands of a centralised state,
whose economic agencies are at the forefront of a process of development
that is couched within the rhetoric of “socialism with Chinese
characteristics.’’ Studying China’s foreign economic policy-making reveals
the highly personalised dynamics of power politics at the top and the
relatively fluid role of the Chinese Communist Party’s (CCP) politburo
and secretariat, and their ad hoc working groups.1 This paper argues that
the political legitimacy2 of the Chinese leadership is shifting from
revolutionary ideology to economic performance. The success of the
economic reforms and the transformation of government structures to
enable the emergence of a market facilitating state is increasingly the raison
d’ etre of the leadership elite.  The study adopts the micro-macro linkage
approach as a methodological framework to examine the issue of foreign
economic policy-making in China in the reform period.
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I

Micro-Macro Linkage Approach: Definitional Approaches

The micro-macro linkage approach3 concentrates on three dimensions.
First, it analyses the changes over time in Beijing’s interpretation of the
external environment and China’s internal developments; the impact on
foreign policy of learning and adaptation; and the leadership’s changing
priorities in foreign policy. Second, it illuminates the societal and
institutional inputs to Chinese foreign policy; changes in the rules, norms
and mechanisms in the policy-making process; and the scope and degree
of participation in the formulation of foreign economic policy. Third, it
studies the sources of Chinese power politics and authority; regime
legitimacy; individual leaders’ policy preferences; and Chinese foreign policy
strategies, tactics and behavioural patterns. This approach makes it possible
to offer a comprehensive interpretation of Chinese foreign economic policy-
making without falling into the trap of ‘historicism’, or what Andrew
Nathan has termed a “culturally particularistic” view.4

In his edited volume, Linkage Politics: Essays on the Convergence of
National and International Systems, James Rosenau expressed the need for
a linkage approach to analysis that would combine the influence of
international constraints and domestic determinants as policy inputs to
explain a country’s foreign policy. The emphasis of the international-
domestic linkage approach is on the interdependence and overlap of
national and international systems.5 Rosenau presented three basic linkage
processes – penetrative, reactive and emulative – to elaborate his linkage
theory.

• A penetrative process occurs when members of one polity serve as
participants in the political process of another.

• A reactive process is the contrary of a penetrative one. It is brought
into being by recurrent and similar boundary-crossing reactions
rather than by the sharing of authority.

• An emulative process is established when the input is not only a
response to the output but takes essentially the same form as the
output.

Carrying the argument further, Robert Putnam advanced the
connection between internal and external elements in foreign policy-
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making and stated “the foreign policy-making process can be best
understood as a ‘two-level game’, in which policy-makers play at the politics
of both the international arena and the domestic environment.”6 An aspect
of the micro-macro linkage model highlighted by Jeffrey Alexander was
the tendency toward macro-determinism, or an excessive reliance upon
either macro or micro levels as prime determinants. Instead, Alexander
emphasised the movement and mutual influence between the two levels
as the prime determinant. Pointing out that the terms ‘micro’ and ‘macro’
are completely relativistic – what is ‘macro’ at one level will be ‘micro’ at
another – one may regard this analysis as an examination of multiple levels
of activity and/or causation. ‘Multiple levels’ refer to the international
structure, domestic institutions (national bureaucratic, provincial, regional,
societal etc.) as well as to individual leaders.7 This study while highlighting
the linkages will lay emphasis on the domestic determinants that comprise
China’s foreign economic policy-making.

In his words, Alexander reconceptualises the legacies of theorists like
Max Weber, Vilfredo Pareto and Talcott Parsons for whom macro-
determinism and micro-determinism were represented by structural
functionalism/conflict theory and symbolic interactionism/exchange
theory, respectively.8 Adopting this model, the micro level is defined as
‘the empirical reality of the individual in everyday life’ and the macro level
refers to ‘social reality or the social world.’

Table 1: The Micro-Macro Linkage Approach9

       Input                                                                    Output
Macro Level:

International Constraints  < - > Domestic Determinants      Foreign Policy
       (Structure and System)              (Society and Institutions)

Micro Level:                   Policy Makers

   Table 1 depicts a three-way interaction, where international
constraints and domestic determinants are involved in a dynamic
relationship at the macro  level: they also converge on, and receive feedback
from individual decision-makers. Three aspects may be inferred:

• The channels and mechanisms though which demands from the
international and domestic environments converge on the policy-
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making process;
•  How the changing dynamics of domestic and international

environments affect each other in shaping a country’s external
behaviour, and;

• How they influence individual policy-makers in the formulation
of foreign policy.

A corollary to Table 1, is the application of the Micro-Macro linkage
model to Chinese foreign economic policy-making from 1949 to the present
as collated from various sources.

Table 2: China’s Foreign Economic Policy-Making (Since 1949)

Sources: Zhao Quansheng, Interpreting Chinese Foreign Policy: The Micro-Macro Linkage
Approach, Oxford University Press, Hong Kong,  1996; George Ritzer (Ed.), Frontiers of
Social Theory,  Columbia University Press, New York, 1990; Jeffrey Alexander, Bernard

Giesen, Richard Munch and Niel Smelser (Eds.), The Micro-Macro Link,University of
California Press,  Berkeley, 1987.

Macro-
Structures

Macro-structural Change Micro-Processes in Beijing

Symbolic 
Macrostruc

ture

From Revolution  to 
Modernisation

Orientational change in the 
interpretation  of the internal 
and external environments; 
learning and adaptation ; the 
changing priorities  of foreign 

Institutiona
l Macro-
structure

From Vertical 
Authoritarianism  to 

Horizontal 
Authoritarianism

Increased scope and degree of 
participation in foreign-policy 
making; changes of rules, 
norms and mechanisms in 
policy-making process 

Power/Regi
me Macro-
structure

From Rigidity  to Flexibility Dynamics of individual 
leaders’ power and authority; 
regime legitimacy; policy 
makers’ preferences and 
choices; foreign policy 
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 Table 2 offers a comprehensive picture of the micro-macro linkage
approach as applicable to the study of China’s foreign economic policy-
making. In this model, there are three dimensions of the macro-structure
– symbolic, institutional and power/regime – and corresponding to each
macro-structure is a different set of individual and group processes.

Each of these macro-structures featured under the three categories,
involve various influences and exigencies, leaving room for micro-level
policy-makers to react. Thus, the choices and preferences of individual
policy-makers play an active role in the formulation of foreign economic
policy. In totality, the micro-macro linkage model argues that neither the
macro-structure nor the policy-makers at the micro-level has absolute
control over a country’s foreign policy, their influences being relative. To
understand the dynamics of foreign economic policy-making, one has to look at
the mutual influences as well as the channels and mechanisms between and
among the micro and macro-level elements.10 (Emphasis mine)

II

Foreign Economic Policy-Making

 The reform period in China (post-1979)11 has witnessed a significant
change, in the organisation of the policy-making apparatus, which is widely
accepted to be a shift from vertical to horizontal authoritarianism.12 Vertical
authoritarianism refers to a process in which a paramount leader dominates
though a vertical command system. The paramount leader makes virtually
all strategically important decisions regarding foreign policy issues.13

Vertical authoritarianism is characterised by one-person domination, a
single vertical command system, and one fundamentally unified foreign
policy. Political institutions and governmental bureaucracy participate in
the policy-making process in a passive manner.

Horizontal authoritarianism refers to a process that is essentially
authoritarian and highly centralised, but in which several power centres
at the top level represent and coordinate various interests and opinions.
Multiple command channels, both institutional and ad hoc, exist
simultaneously. More players participate in the foreign policy-making
process and conflicting voices may occasionally represent different interests
and policies.14 Horizontal authoritarianism is also called ‘collective
authoritarianism.’ Horizontal authoritarianism seems less personalised and
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more institutionalised than vertical authoritarianism and therefore is
interpreted as a more pluralistic policy-making system.

The transformation from vertical to horizontal authoritarianism and
the relationship between domestic and foreign economic policy-making
reveals three major characteristics to be examined in detail:

• the growing involvement of local interests in the central government
• the changing role of institutions involved in economic policy-

making, and;
• the changing role of the state in China.

1) The Central – Local Relationship

Applying the micro-macro linkage approach to the issue of central-
local relations in China, this study posits that there has been a significant
transformation of the relationship in the reform period. This transformation
is not always to the advantage of the centre.

The central-local relationship in China has long been one of the critical
issues in Chinese politics. Even during Mao’s period, this issue was of much
importance and was reflected in his writings.15 Under an austere central
planning regime, the incentive structure was biased against provincial
initiatives of promoting production and regional development, since the
provinces were unable to figure out how much of a share they would get
from an enlarged economic pie.16 The dilemma the local authorities faced
was: the more they produced, the more they lost. The policy responsible
for such a paradoxical situation was metaphorically called “to catch the
fish by draining the pool” (jiezu eryu). It had, in some sense, driven the
central-local distributive relationship into a ‘zero-sum game.’

Noticeable changes in central-local relations have taken place with the
intensification of the reform process. At first, the central government
gradually eased its control in an attempt to increase local authorities’ power.
This process involved the decentralisation of the decision-making power
over production and distribution, resource allocation and policy-making
on broad social issues. This adjustment has indeed brought tangible benefits
to economic development in many regions. In this respect, the fast growth
of the special economic zones (SEZs) and the coastal regions provide the
best example.17 The successful experimentation of the SEZs brought to
the fore a new model of central-local relationship based on economic
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growth. The main trend seen in recent years in the central-local balance-
of-power relationship is the gradual ascent of localism.18

A prime indicator of ‘localism’ is revealed by changes in the relative
financial strengths of the central government and the localities. For years,
the central government has been suffering from severe budget deficits,
while local shares of the revenue pie have been increasing.19 Not
surprisingly, the rise of local power is parallel to the decline of central
authority. As a matter of fact, this phenomenon has attracted considerable
attention from both Chinese policy-makers and academic researchers.20

A broad consensus among policy-makers is that the decollectivisation
and household responsibility system in rural China transferred income
rights over agricultural production from collectives to individual
households. While this significantly enhanced the production incentives
of peasants, the change deprived local governments of a major source of
income. At the same time, China’s fiscal reform granted local governments
the right to retain part of the extra tax revenue they raised.21 That is, the
higher the economic growth rate, the higher the tax revenue, and greater
the income of local governments. Given such a stake in economic growth,
local governments were motivated to mobilise and coordinate resources
under their jurisdiction to engage in entrepreneurial endeavours. The local
governments established and ran rural enterprises and used the profits
they generated to pay for expenditures and reinvestment. In this manner,
local governments functioned like a large corporation with diversified
business interests, thereby serving as the engine of China’s economic
growth.22

Worried about the decline of central power, the CPC leadership has
tried to make some policy adjustments. In addition to reasserting the party’s
discipline and central government power over macro-economy issues, a
new type of tax system (fenji shuizhi – central-local separate tax system)
was introduced in 1992.23 In this system, certain ratios used to define the
share that central and local governments should take from the total tax
income, respectively, are separately determined.24 This tax system was
introduced to ensure for the central government a stable increase in its
revenue as the localities increased theirs from economic growth.
Importantly, localities have retained their exclusive rights over sources of
income, including sales tax, local-enterprise income tax and individual
income tax.
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At a personal level, increased revenues in local government coffers
have translated into lucrative (and legal) economic rewards for local officials,
with local governments using the ‘residual’ for bonuses. Linking cadre
bonuses to the size of the ‘residual’ therefore gave local officials a direct
stake in the economic growth.25 Besides earning bonuses, individual officials
who achieved outstanding economic growth were promoted to higher
ranks within the bureaucratic hierarchy. These personal incentives explain
why Chinese officials were motivated to promote economic growth in
their localities and not obstruct market reform. To quote Oi, “[C]hina’s
economic reforms took off in many parts of the countryside precisely
because the key entrepreneurs leading the charge were those who had the
economic and political resources – the cadres themselves.”26

In criticism, it must be stated that inter-regional imbalances can largely
be ascribed to a national policy that is biased in favour of certain regions
against others. The central authority has bestowed much more autonomy,
privileges and resources to coastal provinces and municipalities. Besides
this policy partiality, other factors, such as variance of natural resources,
geographic conditions and industrial foundations inherited from the past
have also contributed to lopsided regional development. While economic
problems have always been at the core of central-local relationships, changes
in this relationship also help us to understand the imbalanced development
of political reform and political stability among different regions.27

2) The Changing Role of Institutions

The Chinese government has embarked upon no fewer than seven
major programmes for structural downsizing of the organs of the State
Council since 1949. The more recent programmes to streamline the State
Council were carried out during the period of reform and openness in
1982, 1988, 1993, and most recently in 1998.28 Many departments and
organisations have been created to meet the needs of economic development
and the modernisation programmes since the late 1970s. Most of the new
organisations in the 1980s were created to perform macro-planning and
management which the old administrative institutions could not handle.

The key element for the development of a market economy in China
is a redefined relationship between government and enterprise. The
organisational reforms in the 1980s cut most of the party bureaux from
economic management retaining only important political functions such
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as propaganda and personnel management.29 It is noteworthy that the
main guiding principle since the 1988 reforms has remained the ‘separation
of government and enterprise’ (zheng qi fen jia).30 Lending further credence
to the entire exercise of streamlining the functioning of the government
apparatus in ensuring smooth progress of the reforms, the Fourteenth
National Congress of the CCP in October 1992 reaffirmed the need for
administrative reform.31

The 1998 State Council’s reorganisation has been the largest streamlining
attempted so far – certainly in terms of the number of organisational units
targeted for abolition or merger. A prominent feature was functional
consolidation, wherein administrative units performing similar tasks were
merged with the purpose of reducing overlapping functions and
hierarchical redundancy. Three departments of particular interest to this
study, and which play a very important role in China’s foreign economic
policy-making are: the National Development Planning Commission
(NDPC); the State Economic and Trade Commission (SETC); and the
Ministry of Commerce (until recently the Ministry of Foreign Trade and
Economic Cooperation – MOFTEC). According to the official explanation,
“[T]he main responsibilities of these departments are to maintain an
economic aggregate balance, curb inflation, optimise the economic
structure, bring about sustained, rapid, and sound economic development,
strengthen the macro-control system, perfect economic and legal means
and improve macro-control mechanisms.”32 Interpreting the reorganisation
of government departments as ‘micro-processes at work’ in transforming
the ‘macro-structure’(China’s economy in the reform period) the following
case studies detail the process.

2a) The National Development Planning Commission (NDPC):
Established in 1952 as the State Planning Commission (SPC), the NDPC
has undergone several transformations. It has played a crucial role in the
management of China’s centrally planned economy. The former SPC was
responsible for approving government spending and subsidies, and setting
production quotas for large and medium-sized state enterprises. Foreign
investors had to get its approval for implementing large projects in China.
With market-oriented reforms since 1978, the former SPC’s role of being
the fulcrum of economic policy-making diminished. During the reform
period, the plans have stopped being an exercise in statistical performance
and mass mobilisation (dongyuan) efforts, becoming an attempt at a macro-
economic assessment and statement of government intent. Under the
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institutional restructuring of 1998, the Commission changed its nature,
became a think-tank and was renamed the National Development Planning
Commission, to be responsible for drawing up macro-economic policy
and foreign economic policy-making proposals.

The NDPC has been overseeing the implementation of China’s Tenth
Five-Year Plan (2001-05) that adheres to six principles. These are: pursuing
economic efficiency while maintaining rapid growth and increasing reliance
on science and technology; granting market mechanisms a greater role in
development; harmonising economic development with population
growth; natural resource exploitation and environmental protection;
redressing regional imbalances by developing central and western China;
and balancing reform and opening up with the protection of state economic
safety.33

To attract foreign investment, the NDPC plans to simplify the existing
procedures for approving foreign investment; open up the service sector
to foreign investment; grant more autonomy to local authorities/
governments to approve foreign-funded projects; work to ensure a fair
and competitive market order by punishing price-related violations and
abolish random fees on foreign firms. The reform of the financial sector,
encouraging consumer credit, supporting medium and small-sized
enterprises and reforming property rights to shareholding or joint stock
cooperative systems, promoting exports and ensuring stability of the
Renminbi (RMB) exchange rate are also tasks the NDPC has charted out
for itself.

2b) The State Economic and Trade Commission (SETC): The SETC
has evolved from the State Economic Commission (SEC), itself an
agglomeration of the State Agricultural Commission, the State Commission
for Machine-Building Industry, the State Energy Commission, the Ministry
of Building Material Industry, the State Administration of Standards and
the Patent Bureau in the early 1980s. In early 1992, the State Council
established a Production Office, headed by a vice-premier, to deal with
the serious problem of declining profitability of the state enterprises, which
dominated the economy. The Production Office had wide-ranging powers,
which included the authority to put a set of revitalising policies into effect
by setting production targets. These were to influence material distribution,
stimulate exports, coordinate different sectors and guide enterprises on
improving management, imparting technical skills, etc.34 In June 1992,
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this office was renamed the “State Council Economic and Trade Office”,
and this body in March 1993, was renamed the State Economic and Trade
Commission. The SETC after several transformations in the 1980s was
established as a component department of the State Council following the
Chinese cabinet institutional restructuring scheme, passed in March 1998
by the First Session of the Ninth National People’s Congress (NPC).35 Its
main functions and responsibilities included the following:

• to organise the formulation of, and, coordinate the country’s
domestic and foreign trade policies as well as import and export
policies;

• in conjunction with the SDPC/NDPC, draw up import and export
plans for staple and crucial industrial products and raw materials
critical to the nation’s livelihood;

• to coordinate foreign trade cargo shipment;
• to conduct international exchanges and cooperation, guide technical

innovation, introduce technology, localise key equipment as well
as direct research and development of key technologies and
equipment;

• to guide the strategic reorganisation of state-owned enterprises
(SOEs), and;

• to organise the drafting of comprehensive economic laws,
regulations and policies governing industry, commerce and trade.

The SETC, while specified as having the sole responsibility for reforming
state enterprises, is expected to focus more on the macro-control of the
industries. Its job is to formulate long-term strategic development plans
and to draw up policies for the industrial bureaus under its supervision.
Perhaps learning from the lessons of the Asian financial crisis of 1997, the
roles of fiscal regulation and fiscal policy implementation assumed by the
MoF and the PBoC have been strengthened and these agencies are
undergoing major organisational restructuring to accommodate regulatory
functions.36

2c) The Ministry of Commerce (MOFCOM) – formerly the Ministry
of Foreign Trade and Economic Cooperation (MOFTEC):  Evolving from
the earlier Ministry of Foreign Economic Relations and Trade (MOFERT)
and structured on the lines of Japan’s Ministry of International Trade and
Industry (MITI), the MOFCOM, in accordance with the strategic aims of



Foreign Economic Policy-Making in China   459

China’s economic and social development as outlined by the State Council
has to perform the following tasks:

• to study and formulate strategic guidelines, planning and country
policy and other related policies in foreign economic cooperation
and trade, and to be responsible for the organisation of their
implementation after their approval by the State Council;

• to compile long-term and yearly foreign economic and trade plans,
and to be responsible for the supervision, management and data
collection in foreign economic and trade businesses;

• under the authorisation of the State Council to enter into
multilateral, bilateral governmental economic and trade treaties and
agreements on behalf of China and to be responsible for their
implementation;

• to be responsible for the organisation and coordination of
negotiations regarding foreign governmental loans, foreign business
investments, technology imports and the utilisation of foreign
capital;

• to oversee sectoral management of economic and technical
cooperation and exchange with United Nations and other related
international organisations; and

• to organise research and study on international economic and trade
situation and markets, and to keep abreast of international economic
and trade information.37

The MOFCOM is the primary bureaucratic institution responsible for
deciding China’s foreign trade and economic aid strategies and planning
and is guided by the State Council. As decisions regarding China’s foreign
trade and economic relations with foreign countries are often considered
politically less sensitive, the MOFCOM often has a higher degree of control
over these decisions which often have a strong domestic linkage. Most of
the policy-making decisions are handled by the powerful Central Finance
and Economic Leading Study Group (CFELSG), which to a large extent
influences China’s trade relations with the rest of the world. With China’s
accession to the World Trade Organisation (WTO), the role and functions
of the MOFCOM have undergone a transformation. This external
determinant emerges as a prime linkage for this study and fulfills Rosenau’s
‘linkage approach’ to economic policy-making.
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On December 11, 2001, the People’s Republic of China (PRC) became
the 143rd member of the WTO.38 China’s entry into the WTO is expected
to herald a new phase of the reforms that are bound to test the strength of
its institutions. In anticipation of the changes that are bound to take place,
the MOFTEC set up two departments in November 2001. These two
departments were the Department of World Trade Organisation Affairs
and the Fair Trade Bureau of Import and Export.39

The Department of World Trade Organisation Affairs will take charge
of China’s multilateral negotiations in the new round of trade liberalisation
talks of the WTO. The main tasks of the department are to make sure that
China carries out its promises in the WTO goods trade and service trade
agreements, and that it lays down laws and rules in line with WTO rules.
Under the department are two offices that are responsible for answering
the WTO’s enquiries into China’s trade policies and notifying the WTO of
China’s policies, laws and rules on trade and investment. The Fair Trade
Bureau’s responsibilities lie in conducting investigations into imports and
determining whether anti-dumping, anti-subsidy and protective measures
are applicable, together with the SETC. The bureau is also to guide local
companies in responding to foreign charges of dumping and subsidy.

Perhaps the most significant commonality of purpose revealed in the
above three organisations/ economic bureaucracies, is their emphasis on
attracting not only foreign investment into China, but the necessity of
importing foreign technology. As the Chinese perceive it, a high rate of
economic growth cannot be sustained by increasing capital and labour
inputs alone. The total factor productivity must be raised essentially through
technological advancement.40 In this process, technology transfer can
upgrade technological levels, enhance China’s ability to develop new
products, introduce new marketing and managerial techniques, improve
quality, reduce costs and boost competitiveness in international markets.41

A notable change in China’s acquisition pattern is the shift of emphasis
from buying turnkey plants to buying key components, and from buying
machinery and equipment to buying technical know-how. The effort seems
to be in the direction of attaining a technological transformation of existing
enterprises and insisting on transfer of technology to used plants and
equipment.42
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3) The Changing Role of the State in China

Most scholars agree that the leaders of post-1949 not only inherited
China’s traditional statist disposition but also sought far greater control
over society than their predecessors.43 This desire for control derived in
part from pre-1949 experiences as also from the power consolidation phase
of the 1950s. For Tang Tsou, this particular form of the state was ‘feudal
totalitarian.’44 The preliminary task of the new state was to assume the
traditional role of being the provider of society’s moral framework and
compass. The central organising principle of the state was hierarchical,
with parallel vertical structures that made horizontal relationships
impossible to sustain.45 Under such a centralised structure, there was no
significant role for the market in allocating goods and services. Not only
did this have a detrimental effect on the quality of rural and urban life, but
it also led to the eradication of intermediary organisations that operated
within the market economy and in the space between local state and
family.46

After the internal upheavals brought about by the Cultural Revolution,
the Chinese state underwent a remarkable transformation in the post-
Mao period. This process is far from complete and largely revolves around
the dynamic forces generated by the reforms. The Chinese state today can
be labelled a ‘market facilitating state.’47 Elements of this market facilitating
state are a result of the various structural adjustment programmes initiated
over the last two decades and in the changing social base of the ruling
CCP and its emerging power elite. The key features of this market facilitating
state are: a) it is entrepreneurial – it both promotes entrepreneurship and
engages in risk taking, profit-seeking economic pursuits; b) it is legalistic –
it legally defines relations between economic actors in the marketplace
and settles economic disputes through due process of law; c) it is technocratic
– the state is increasingly being run technically and professionally by a
technocratic elite, and d) it is regulatory  – the state seeks to regulate the
market at the macro-economic level while withdrawing through
deregulation.

Substantiating this evolving role of the state is published Chinese
analyses of the reform process that accord the state a crucial role as benign
protector of national interests.48 From foreign investment, the state obtains
capital (hard currency, equipment and technology) and develops economic
capacity with its equity control and eventual ownership of joint ventures.
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Through foreign trade, the state can develop hard currency earnings while
restraining deficits by means of state planning, management,
encouragement of exports, and import protectionism. The periodic
campaigns against foreign influence (spiritual pollution, bourgeois
liberalisation, etc.) including reiterations that news media must remain
mouthpieces of the CCP, rely on the state to control the side-effects of
China’s reform process. The goal of liberalisation enunciated by Chinese
leaders and commentators is neither class transformation nor laissez-faire
global interdependence, rather, it is national economic strengthening with
partial decentralisation (which Chinese officials believe) will make the state
more flexible and effective.

The transformation of economic bureaucracies from being instruments
of a centralised command economy to one that adheres to market forces
has perhaps led to the bureaucracies themselves being a power base despite
their flexibility and accommodation to a changed situational reality. This
evolving structure of powerful bureaucracies and a policy-making state
give rise to possibilities of whether the Chinese state, while firmly declaring
itself as communist in orientation is practically adopting traits associated
with corporatism. In corporatism, the state takes a central role in capitalist
development in the name of economic growth and national order.49 The
state is seen as not interfering with the efficiency of a free market economy,
but as essential to its rationalisation. In order to achieve society’s material
and security aims, the populace are asked (for their own good) to
consciously turn over power to an absolute value-neutral state.

Inferences

 A nation’s international behaviour is based on norms, values and
processes through which the country’s policy-makers deal with issues
internal and external. In applying the micro-macro linkage approach to
foreign economic policy-making in China, and the linkages emerging, this
study reveals the following:

• A vital component in China’s policy to open its economy and
integrate it into the world economy was the decentralisation of the
foreign trade apparatus. From a highly centralised system of foreign
trade agencies governing international economic relationships,
China has managed to introduce a flexible structure that promotes,
nurtures and facilitates economic policy-making that is not entirely
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dependent upon state diktats.
• China’s foreign economic policy-making is reflective of its

commitment to modernisation and this will remain a priority for
the years to come. China’s desire to be an important player on the
world stage means that it must adapt to policy-making norms
prevalent in the international system. With the efficacy of the reform
process yielding the desired results, perhaps the next stage could
involve the levels of influence China has in determining trends,
not merely restricted to matters economic.

• While the policy of reform and openness has gained momentum,
it has gradually managed to transform China’s policy-making
structure from a vertical to a horizontal structure, which
encompasses elements of collective policy-making as opposed to
arbitrariness. This very process has created a powerful constituency
that among others includes the many supporters and beneficiaries
of economic development and modernisation efforts, and the
technocratic bureaucrats that are emerging among the elites.

Also, there has been a progressive decline in state control of the
economy and a shift in powers devolved from state agencies to enterprises.
The retreat of the planning mechanism has given way to a concomitant
increase in the role of market forces to guide distribution and increasingly,
production choices. These changes are redefining the social structure and
influencing the distribution of power between state and society. While
there is more pluralistic input to policy-making, with different think tanks
or agencies preparing reports, a weak link that emerges is the problems
regarding implementation of policy choices. It is here that the Chinese
state reveals itself as a bargainer and negotiator.50

Another trend that emerges from the shift in focus to economic policy-
making and development is the centrality of the economic factor in the
making of foreign policy decisions. The restructuring of the economy and
China’s consequent growth as a leading trading power are yet other
manifestations of a strategic impetus for the future that bears scrutiny.
This contrasts with the Maoist era, when the focus was exclusively centred
on national security and Beijing’s political consideration dominated foreign
policy-making.51 Foreign trade and economic aid were but instruments to
serve its international political objectives. With the open door policy, China’s
foreign policy is required to serve the nation’s paramount interest of
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economic development. It is also to be stated that this economic bias has
resulted in a dilution of the foreign affairs establishment and the
strengthening of economic bureaucracies, as detailed earlier.

The emergence of Jiang Zemin and now Hu Jintao at the centre of
political power represents a transition of the Chinese political leadership
from a generation of revolutionary cadre to a generation of technocratic
leaders. This new technocratic leadership is characterised by their lack of
absolute authority and are represented by their small narrowly confined
power base. This shift in leadership traits has, however, led to a more
collectivised policy-making process with checks and balances reflected in
the structure and composition of the Politburo Standing Committee, which
represents bureaucratic interests.

Like many transitional economies, the sheer scale of success China has
achieved in the economic sphere glosses over concerns arising from the
restructuring of SOEs, internal migration, the patchy implementation of a
legal framework, etc. These very aspects could in the years to come
undermine the relative progress made in the reform period.
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