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How would you describe the Chinese economy since the reforms and opening in 1978? Is it communist, capitalist, market-socialist – or something else?


           Is contemporary China an example of a market socialist, capitalist, or perhaps another society? What, after all, does it mean to be socialist or capitalist? Is one country entirely socialist or capitalist in nature, or does it have a mixed economic status? Following the establishment of the People's Republic of China in 1949, a number of notable events transpired in China. The events that occurred between 1949 and 1978 laid the groundwork for contemporary China by offering crucial lessons for the future. Since 1978, the Chinese have expanded and developed exponentially faster than any other country in history throughout the last several decades. (World Bank, China, 2022) But, one would wonder, how has China managed to expand so quickly? In my opinion, China maintains a market socialism economic system on the surface, but it still possesses or employs components of a state capitalism structure in many nuanced fields of their economy. But exactly, what is a socialist market economy? How did it influence China's contemporary economy? This essay seeks to examine the Chinese economy in relation to the transformations that began in 1978 and I will briefly examine the economy prior to the reforms between 1949 and 1978. Also, I will assess my claim that China is characterised as a market socialist economy with elements of capitalism, what does socialism with Chinese characteristics mean to China, or their understanding of socialism, what makes up the China's socialist economy and the elements of China and briefly dissect China's view and understanding of state capitalism.
          The Mao Era of Chinese history, often known as Maoist China, lasted from 1949 to 1976. This time saw the establishment of the Republic, Mao Zedong's social movements, land reforms, the Great Leap Forward, and the Cultural Revolution. Mao's impact could be seen in all these episodes, and he ruled China and was a pivotal influencer until his death in 1976. Mao Zedong was the Chairman of the Chinese Communist Party when the People's Republic of China was established in 1949. In China, the 1950s saw the beginnings of social revolutions and land reforms, with Mao Zedong issuing the "General Line for the Transition Period" in 1953, calling for more extensive land reform and the establishment of a socialist economy based on the Soviet model, as well as collectivization and five-year plans to stimulate the economy. (Sullivan, 2018) Nationalization brought all means of production under the control of the state. China fought alongside North Korea in the Korean War. The years 1949-1957 saw economic reconstruction and political consolidation. The period of the Great Leap Forward and its Aftermath was 1958-1965. Mao initiated the Great Leap Forward, a social and economic programme to transform the country from an agricultural economy to a communist society. (Sullivan, 2018) The Great Leap Forward was a financial disaster for both China and Mao. (The Great Leap Forward, 2019) He launched the Socialist Education Movement in 1963 and the Cultural Revolution in 1966 to defend his rule and the nation. The years 1966-1977 were a time of cultural revolution and late Maoism. (Sullivan, 2018) The Great Leap Forward resulted in famine, the ruin of the agricultural sector, and the contraction of the Chinese economy. The country witnessed widespread protest and insurrection against the Mao dictatorship. (Perkins, 2013) When Mao died in 1976, the country's economic and political structures were in shambles. Under Deng Xiaoping's leadership, China advocated significant economic reforms in 1978, including the adoption of a socialist market economy. Economic reform developed China into a global economic powerhouse.
            Since the adoption of market-oriented reforms in 1978, China's economy has been incredibly successful; GDP growth has averaged more than 9% per year, and more than eight hundred million people have been pulled out of poverty. Over the same time span, there have also been considerable gains in access to health, education, and other services. China's economy flourished primarily as a result of manufacturing, exports, and cheap labour, transforming it from an agrarian to an industrial economy. (World Bank, China, 2022) Since China enacted economic reforms in 1978, the country has had exceptional economic development, which has many economists in the Western hemisphere questioning what causes are driving this progress. (Oswin et al., 2019) Solely on a single end of the scale, the situation has heightened concerns that China could soon become a powerful country and a danger to long-established Western countries. With China's expanding power and worldwide footprint in the global economy, there is little doubt that it is establishing itself as the world's greatest economy. Critics believe that China's economic powerhouse status might be linked to its ability to adopt the market economy through ruthless tactics. The economic shift is often emphasised in theories that explain China's economic transition. (China's Economic Growth Since 1978, 2019). Nevertheless, there is no doubt that the reforms implemented since 1978 have succeeded in both the system reform aspect, as evidenced by the decollectivization of agriculture and the dismantling of Soviet-style central planning in industry, and the opening-up aspect, as evidenced by China's admission to the World Trade Organization (WTO) in 2001. Without a question, the changes have resulted in tremendous economic development (by the official statistics, an average annual growth of real gross domestic product of 9.7 percent between 1980 and 2009). (Huenemann, 2013). China's reform and opening-up policies integrated private enterprise and market incentives to what was formerly a state-led communist society. China's reform and opening-up policies brought private enterprise and market incentives to what had formerly been a state-led communist society. Over the last 40 years, China's economic structure has seen significant transformations. Regardless of the magnitude of the adjustments, China's economic reforms have been marked by gradualism and experimentalism, or "crossing the river by feeling the stones," as Deng famously stated. (Preen, 2019)
      Market socialism is a type of economic system involving the public, cooperative or social ownership of the means of production in the framework of a market economy. The market model or structure determines how profit is used; whether it is given to employees as pay, used for society, or distributed to the people as social dividends. (Group, n.d.) Since the implementation of Deng Xiaoping's economic reforms, China has had what economists refer to as a socialist market economy, with a major state-owned enterprises sector coexisting with market capitalism and private ownership. It was the active support of private industry beginning in 1978 that enabled China to begin the protracted expansionary boom that is still going on today. Private enterprises now account for more than half of China's GDP and the majority of its exports. (Chinas Economy, n.d.)  They also generate the majority of new jobs. (Sullivan and Curcio, 2018) Deng Xiaoping initiated the process of establishing the reform goal of the socialist system of market economy, which was accompanied by Jiang Zemin, who insisted that "socialism" should not be removed from the realm of socialist market economy, state-owned enterprises should become the independent body of the market economy, emphasised the controlling role of the state-owned economy, encouraged China's enterprises to go abroad, and placed emphasis on prevention. (Jiang Zemin and the Theory of Socialist Market Economy, 2011) During the 14th National Congress of the Chinese Communist Party in 1992, Jiang Zemin used the phrase "socialist market economy" to describe the goal of China's economic reforms. (Jiang Zemin and the Theory of Socialist Market Economy, 2011) The phrase "socialist market economy" refers to China's economic structure, which is defined by a hybrid system that combines elements of both market and planned economies. The Chinese economy is not communist, but the economic system is fundamentally market socialist. 
      Due to my understanding and extensive study, a socialist economy is one in which the government makes all basic choices for economic management and regulation. Under the socialist-market model, the Chinese government manages the economy directly through five-year plans that establish goals, tactics, and targets. The 1980s and 1990s five-year plans concentrated on market-oriented changes, but the last two five-year plans have emphasised more balanced growth, greater wealth distribution, and stronger environmental protection. The current five-year plan focuses on strengthening China's competitiveness by bringing labour-intensive production to the central provinces and raising domestic demand through more efficient and innovative manufacturing on the east coast. China remains a highly governed country due to the Chinese government's strict control over the financial system, investment, and foreign commerce within its economy. However, the government continues to tightly control financial operations—specifically, through the nation's central bank, the People's Bank of China (PBOC). Established in 1983 by the State Council, the People's Bank of China (Zhongguo renmin yinhang) is empowered to conduct monetary policy and regulate China's increasingly complex financial institutions, both public and private. (Sullivan and Curcio, 2018) In addition to supervising the State Administration of Foreign Exchange, or SAFE, which sets foreign exchange policy. (Segal, 2021) The phrase "Open Door Policy" was used by Chinese leader Deng Xiaoping in 1978 to characterise a policy enunciated by the United States in the late 19th century, asking for equal opportunity among other nations for international trade and commerce in China. Most crucially, the programme featured the establishment of special economic zones (SEZs) along the Chinese coast in 1980 to attract foreign direct investment (FDI) to improve Chinese industry and engage the global economy via an annual economic increase of 15% between 1978 and 1990. With its admission to the World Trade Organization (WTO) in 2001, China's participation with the global economy expanded, resulting in significant reductions in Chinese tariffs and wider access to the Chinese domestic market by international corporations. (Sullivan and Curcio, 2018) For example, if Tom from Scotland wanted to invest in a certain firm in China, notably in the Shenzhen special economic zone, he would have to go via the government for authorization; otherwise, he would be unlawfully investing in that business in China. The Chinese government's regulations on Foreign Direct Investment may be seen here. China has rules that limit foreign investment in certain industries. Nevertheless, some investors continue to participate in these businesses through a Variable Interest Entity (VIE). This strategy operates by supporting domestic enterprises in return for ownership and earnings in such companies. (Boquen, 2022) The establishment of an extraordinary financial zone and the opening up to global exchange have allowed the country to embark on rapid monetary development, all thanks to the timely implementation of the necessary reforms to communist tactics. We can particularly track the growth of foreign funds and technical improvement in China. Socialist market economy made a significant impact in China's economy (Alon 70).
       According to Sky News Australia, Chinese President Xi Jinping lauded socialism as the country's saviour during a speech commemorating the 100th anniversary of the formation of the Communist Party, which was presented to a large crowd in Tiananmen Square. He stated that, “In the process of socialist construction, we overcame subversion, sabotage, and armed provocation by imperialist and hegemonic powers. This great transformation of China from a poor and backward country into a socialist country laid down the fundamental political conditions and the institutional foundation necessary for realising national rejuvenation. Through international struggle, the party and the Chinese people showed the world that the Chinese people were capable of not only dismantling the old world but also building a new one. That only socialism could save China and that only socialism with Chinese characteristics could develop China. To realise national rejuvenation, the party united and led the Chinese people in freeing the mind and forging ahead, achieving immense success in reform, opening up and socialist modernisation.” (Xi Jinping praises socialism in front of large maskless crowd on CCP centenary, 2021) Socialism with Chinese characteristics is socialism, not any other ‘ism.’ Both history and our present reality tell us that only socialism can save China – and only socialism with Chinese characteristics can develop China. This is the conclusion of history, the choice of our people. (Xi Jinping, 2019) Socialism with Chinese characteristics is the result of integrating the essential doctrines of scientific socialism with the real situations of modern China and the characteristics of the times or according to Xi Jinping it is imbued with characteristically Chinese features bestowed by the conditions of the times. (Greer, 2019). Marxism's Sinicization is the most recent achievement. (Understanding Socialism with Chinese Characteristics - Political Science, 2021) Socialism with Chinese characteristics acknowledges Marxism's ideological guiding function while allowing for heterogeneity and variety in its philosophy and culture. It also necessitates the rejection of wrong and decadent concepts, as well as the development of a national, scientific, and popular socialist culture suited to the requirements of modernization, the globe, and the future. (Political science, 2021). The effects of modernisation in China are linked to the advent of socialism prior to reform, as well as the opening-up strategy implemented between 1949 and 1979. China's manufacturing techniques were poor, as were its manufacturing sectors. Other kinds of ownership, such as independently held firms, were encouraged by the socialist economic market. For the first time, people were permitted to own their own businesses, in addition to other privately held schemes such as individual corporations. 
               Furthermore, foreign capital investment was proposed, and its execution was critical in bringing about improvements. This organisational innovation increased the effectiveness of industrial employees and farmers, hence improving resource allocation in the country. On the contrary side, the socialist market economic system fostered industrial employees' efficiency, therefore improving the nation's technological competency (Chen 54). This galvanised individuals to participate in some way or another to attain the intended objective. As a result, socialist policies in the Chinese government witnessed the growth of technologies, which had faltered during the era of planned economy due to a weak investment environment that hampered international investors' participation. A shift in these strategies allowed China to take practical steps at realising the accomplishments it had thus far. Such developments in China following the implementation of the socialist market economy policy are notable because they aid in understanding the impact that various government policies may have on the economy. The process of developing Socialism with Chinese Characteristics is still ongoing, as is theoretical innovation. The development of governance in China that integrates Chinese characteristics signifies China's ambition to lead the nation toward a competent constitutional framework that is significant for both the Chinese populace and the western allies. 
         Stanlin and Mao symbolise the intermediate stage of socialism, whereas socialism with Chinese characteristics represents the primary stage of socialism during China's reform and opening up. Socialism is divided into three stages: primary, intermediate, and advanced. (State Capitalist or Market Socialist? The Social Character of the People's Republic of China, 2021). State capitalism is an economic system in which the state engages in business and commercial (i.e., for-profit) economic activities and where the means of production are nationalised as state-owned enterprises. (Williams, Raymond 1985). The following are the main results of my study of contemporary China: It features a socialist political system with unified leadership and governance based on a new democratic centralism. It has a socialist ideology and cultural framework based on Marxism, Leninism, and their synthesis. It features a socialist market system with governmental control and regulation as the foundation, with a substantial number of characteristics of state capitalism.
       In conclusion, China’s market socialist economy has been at the heart of the nation’s economic transformation. The resources of production in China's socialist market economy are owned and controlled by the state. The government owns the resources and selects which items will be produced in the economy and in what quantities. This is a representation of state-owned firms, and the public sector has propelled the nation from an economic backwater into the global engine of growth in about four decades. Socialism with Chinese characteristics is a logical and effective path that China must have pursued in order to unite itself as a civilised, harmonious, democratic, and modern nation. Presently, China features a market socialist system with significant components of state capitalism.
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