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world’s largest economy: See Yang Zheng, “Carving Milestones for the Next Cen-
tury” WorldPaper Online, November 1998 (available at www.worldpaper.com).
For an optimistic analysis of China's growth, sce Suzanne Harrison, “China Could Be
Next to Hit US$10 Trillion,” South China Morning Post, February 7, 2001, Business
Post, p. 2.
the only nation: Gerald Segal, “Does China Matter?,” Foreign Affairs, September—Oc-
tober 1999, p. 24.
“world’s sole superpower”: “Quest for Dignity” Asiaweek, September 24, 1999,
p. 40.
Falun Gong: The name of the group commonly known as the Falun Gong is Falun
Dafa; “Falun Gong” s the name of the physical exercises that practitioners engage
in. For the sake of convenience, I refer to the group by its common name, Falun
Gong.
“profoundly important”: Charlene Barshefsky, “USTR Briefing on the Trade Agree-
mMment Reached with China,” released by the Office of the USTR, November 15,
1999




R

e WE
. “Ching?”

R 28 Pmm::: Téhxna'sgc}unce," Business China, January 3, 2000,

in history:

+ greatest famine i

ortcomings during the Grey

ol e
P ;hmg but admit: The Party’s failure to admit its sl i iy
. am

Forward s generally discussed in Jasper Becker,
=
LF:::li’n: (London: John Murra);:h 199syid . h
i y il e world: s¢ ti“c”v
+ fasestgrowing SRR | hop on Issucs of Reform and Developmen .
i 12,

velopment in China;

Tokyo, December 12,1997, |

e e T “The Fifth Modernization: Democ
. v“‘g:.?:h P odernization: See Wei ]mgsheni,l - B
T toStand Alne: Lo rom i Ot 1
o }mgs}lcnlg(' . l:.;zco:: Y orgoson (New York: Viking Penguin, 1997,

ristina M.

h Stiglitz, “Issues of Reform and De

racy," *
ings, ed. and trans.

ix 1.
- N
. : i e “No Protester Died in Tiananmen, Says Chi
B Bei::; 12 01996 p. 8. In other comments Chi adrmit-
i Deceml , 1996, p.

i “ ies 1989 Tianan
e ChmﬂdMW;:z g?; that night. See Tom Rhodes, ggzml l[())cmss
e , P i
SR ths,” Times (London), December 11, 1 “Bp T
Bl D: 21" Calum MacLeod and Lijia MacLeod, “Bo
: . e i
ol | South China Morning Post, May 28, 2000, p.

“wi ode”: Vi @ T i arr. Mike Chinoy, CNN
3 cplod ‘hina, CNN This Morning, nart.

i . Visions of China,

11 explode’

1999.
sonal, September 16,
l"rl‘:e'::io:miblz"; Born Under the Red Flag,
. 3 :

cational Foundation, 1997,
«  “shouting the same slogan”

CNN This Morning, narr. Mike Chinoy, CNN

International,

Ambrica Productions and ‘WGBH Edu

Born Under the Red Flag.

1y pulls the old man up: “Falun Gong Arrests,” World News, narr. Lisa WF-M’]‘
. E’;g‘]:\‘;n::‘;’l:o:b:(‘:rZ"s ;ler(l)dozo ;ls:n, narr, Mike Chinoy, CNN Internation®s
. aoqing:
i i
: ::::r:ﬂj:ua?cis i}?l?l:): Wo-Lap Lam, * ‘Unprecedented Challenges' to 7"
ot change their hearts™

i NN Inter
MacKinnon, C
“Beijing,” Asia Tonight, narr. Rebecca

* “cann
6,199, p. 14, "
s ey Becker, Hungry Ghosts, Pp- )
L o | i ati
gL mﬂgl:: oo war. Rebotea MacKinnon, CNN Inrs
o “This Li Hongzhi' ™

y 8, 2000.
+ that parey was doom
mocracy Party. See

Chin®

ini tion of the o
d: Beijing has not relented in its persecution s

i i yman
“(US. Legislators Demand Action on China Hu

| 2nded. (New York: W.W. Norton,
d ckdow®
Todd Crowell and David Hsieh, “The Cra

i
onal, J#"

isse, February 12, 2001. That party’s founder,
s xeesy ost vaug a unrteen-year jail sentence for subversion,
fewer than § million: “Popping the Investment Bubble: There May Be Fewer Than 5
Million Stockholders in China,” China Online, May 25, 2000. Domestic media claim
that there are about 61 million stock trading accounts. See “New Accounts,”
Daily, March 23, 2001, p-7
“more than 100 million”: “Nation Respects Religious Freedom, Not Evil Cults,”
China Daily, February 20, 2001, P- 1. Beijing is apparently reluctant to publicize the
growthin religious belief. Estimates remain vague, which has the effece hiding the
Ppite the apparent growth in believers, official pro-
million staistic for some time.
*  believe in dialectical materialism” Jaime A, FlorCruz and Joshua Cooper Ramo,
“Inside China’s Search for Its Soul,” Time Asia, October 18,1999, p. 22.

fervently practice Falun Gong: An estimated one third of Falus Gong devotees are

members of the Party. Melinda Liu and Katharina Hesse, “Crisis of Faith,” Newsweek,

November 8, 1999, p, 26,

“China has achicved a great victory”: William Kazer, “Lawmakers Lauded for Smash-
ing Sect,” South China Morning Post, March 10, 2000, p. 10.
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“paper missiles”: See Josephine Ma, “Cross-Strait Document Dismissed as “Pop
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the election had been “a joke”: “China’s Premier Zhu Says Taiwan Vote a ]_,‘dcnl
Reuters News Service, June 21, 2000. Zhu Rongji said, “IF you say the pres
there was democratically elected, we reckon that's a joke.” i
“The people of Taiwan have spoken!” “Chen Shui Bian," Tainan Decides, World !
narr. Tim Lister, CNN International, March 18, 2000. Lol i
“Mao made a big mistake”: Ho Ping Hsien, telephone interview by @
March 23, 2000.

ofs

BFERH - 349
fF ”; Patrick Tyler, interview by Karuna Shinsho, Visions of China,

wsrara o <NN International, September 29, 1999. i

once again threatened nuclear war: Jasper Becker, “PLA Newspaper Details Strate.
gies to ‘Liberate” Island,” South China Morning Post, March 20, 2000, p. 3.
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ciated Press Newswires, March 5, 2000.
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parently large budget increase, see Jeremy Page, “China Boosts Military Spending
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“Bigger-budget Military Turns Heat on Taiwan,” Hong Kong Standard, March 7, 2000,
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decrease in defense spending
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tics, increased by 8.0 percent in 2000. In 2001 it is expected that growth will be
somewhat less than that figure. For a discussion of China’s slowing economy, see
Chapters 3 and 8.
shutting the door to compromise: See “China Issues Statement on Taiwan Election,”
People’s Daily Online, March 19, 2000.
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Larty King Live Millennium, CNN International, January 1, 2000.

“I will go to Tiananmen Square” William Kazer, “Internet Sites Full of Patriotic
Messages South China Morning Post, March 20, 2000, p. 3.

“whole world is just like one entity” Dalai Lama, interview by Larry King, CNN
2000, Larry King Live Millennium, CNN International, January 1, 2000

“Have you heard?”: Greg Torode, “Protest Anger Turned on China,” South China
Morning Post, December 2, 1999, p. 12.

“No one”: Robert Kapp, interview by Mike Chinoy, Visions of China, Insight Special
Edition, CNN International, September 30, 1999.

“The Communist Party exploits us anyway”: This comment was overheard by Lydia
Chang on November 15, 1999.

“I want the foreigners to know”™ Xu Xiaoying, interview by author, Dujiangyan,
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70 to 130 million migrants: See “Country Cousins,” Economist, April 8, 2000, China
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Tianliang, “Urban and Rural Employment Faces More Pressure This Year,” People’s
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undoubtedly exceeds 200 million: China Hand: The Complete Guide to Doing Business in
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that and

p ploymentin the countryside alone may account for
200 million people. Unemployment is also a problem in the cities, of course. In the
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*  about USS0.73 per day: Du Dengbin, “Peasants’ Income Waiting for
Point,” China Economic Times (Beijing), January 8, 2001, Pl
nowhere in sight: Offical statistics show that peasants’ income incre
centin 2000. See Zhao Huanxin, “Poor Harvest Not Affecting Supply,” China Dail,
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sy whatever is demanded: Sce Owen Brown, “Chinese Agency Plans Crackdown
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* about USS490 billion: The assumptions used in deriving this figure are outlined in
Chapter 6. By the end of 2000 the Big Four commercial banks
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companies. This figure does not include
the amount of nonrecoverable loans made by China’s policy banks.

® total accumulated debt: This figure is the sum of China’s public debt (US$246.6 bil-
lion), the unrecoverable loans in the banking system (US$490 billion), and the
amount of unfunded pension liabilities (US$850 billion).

*  looks precarious: The central government’s condition would look much more pre-
carious if all indirect bank lending to the state were included (instead of just nonre-
coverable loans). In this case the state’s debt would be about 181.4 percent of 2000
GDP.

China's spending spree must end soon: For an analysis of Beijing’s ability to spend,
see Bruce Gilley, “Moment of Truth,” Far Eastern Economic Review, June 15, 2000,
P- 58 (comments of Nicholas Lardy).

thing even by implicitly acknowledge: Although the Ministry of Fi-
nance publicly dismisses the concerns of Chinese economists about the govern-
ment’s ability to service its debt, the finance minister has announced that the fiscal
stimulus program should end in 2002. See Andrew Browne, “Chinese Minister Sees

Stimulus Spending Winding Down,” Reuters News Service, December 19, 2000,

“scary”: “On.a Knife-Edge Economist, May 29, 1999, P- 88. The Economist’s estimate

of government revenue needed to service debt falls on the high side, but the point
remains that China must devote an increasing portion of its budget to servicing its
obligations,

zoomed up: China’s public debt was US$168.9 billion in 1998, US$212.3 billion in
1999, and US5246.6 billion in 2000. The figure for 2000 is an estimate based upon

announced government expenditures for that year. The external portion of the debt

has increased at a slower pace than the internal portion (due largely to Beijing’s fis-

cal stimulus program). It is estimated that internal debt increased by 19.8 percent in
2000.

will top 2000’ record shortfall: The

projected budget deficit in 2001 is ¥259.81 bil-
lion (US$31.4 billion), which is just a shade under the actual deficit for 2000 of
*259.82. See “This Year's Deficit Is Equal to Last Year's—Minister” Xinhua News
Agency Bulletin, March 6, 2001; “NPC Session Hears Plan Implementation, Budget
Reports,” Xinhua News Agency Bulletin, March 6, 2001. In 2000 the actual deficit
Was larger than the ¥229.9 billion first projected, so when history repeats itself,
2001’s actual deficit will be higher than the projected one. Therefore, 2001 actaal
deficit to be announced in March of 2002, will surely set another record.

“a virtuous cycle” Huo Yongzhe, “Boosting Demand a Key Goal,” China Daily,
March 7, 2001, p. 1.
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and 22.8 percent in 2000: Xu Dashan, “Top Tax Gains Fill !

Daily, January 5, 2001, p- 1, In 2000 tax revenue hit US$152.9 bilion.

still behind almost every other nation: Lawrence . Lau, “The Macroeconomy and
Reform of the Banking Sector in China,” in BIS Paper No. 7, p. 59. In 1999, revenue
was equal to 13.0 percent of gross domestic product (up from 12.4 percent the year
before). In 2000, tax revenue hit 14.2 percent of GDP, well below the international
average of 3040 percent. In both 1999 and 2000 China's government revenue as
percentage of GDP was low compared to the corresponding percentage for 1978,
the beginning of the reform era, when revenue was 28.5 percent of GDP.

as central government officials admit: See, e.g., “Minister Explains Slight Drop in
Revenue Growth,” Xinhua News Agency Bulletin, March 6, 2001.

especially its insolvent banks: John D. Langlois, “Taxing China’s Banks,” Asian Iall
Street Journal, October 12, 2000, p. 12. Banks are not the only victims of Beijing's
drive for more tax revenue. China’s authorities are resorting to unusual taxes that
will harm the nation’s enterprises. See, e.g., Xin Zhiming, “New Advertising Tax a
Dud.” China Daily, January 4, 2001, p. 4 (tax on advertising expenses).

« 50 percent of the country’s fiscal income: Dalian Address.

SOES’ profits are illusory: See Chapter 3. Foreign analysts say that SOEs could help
: Beijing could scll

the central government out of its revenue squeeze in another way
them and use the proceeds to pay its ongoing expenses. There is, however, no con-
sensus in senior Party circles to do this, and even if there were, years would be re-
quired to dispose of the thousands of state-owned enterprises in an orderly manner.

Morcover, there is another consideration: many SOEs are practically worthless
7.0 percent: Sun Shangwu, “GDP Growth to Be Around 7%,” China Daily, March 6,
2001, p. 1. The premier is not the only person to lower his estimates of GDP growth
for 2001: private analysts are also doing the same thing See “China Economy May
Lose Steam, Needs Stimulus” Reuters News Service, February 12, 2001.

China needs GDP growth: The decline in GDP growth is especially alarming
when viewed in the context of China's increasing population. Changes in real GDP
per capita growth highlight the trend. This figure measures the per person increas
in GDP (minus the effect of inflation or deflation). In 1997, real GDP per capita
growth in China was 7.7 percent, in 1998 it fell to 6.7 percent, and in 1999 it ended

Monthly China Review (Citibank periodic research report), May]
3 il

up at 5.5 percent.
2000, p. 11. The figure for real GDP per capita growth in 2000, when released, W
be larger than 1999's, but the increase will be the product of the same magic thit
produced such a large surge in GDP in 2000. As mentioned in the text, the magn'®
tude of the increase in GDP in 2000 is highly suspect.
*  “The holiday season boom”: Zheng Ying, “Holiday Frenzy Shows Up Problems,” Chin®
Daily, May 29, 2000, p. 4 (comments of Huang Guoxiong of Renmin University):
*  consumer spending during the next weeklong holiday: “China Oct Consumer Préé
Index Flat Vs Consensus +0.3%” Dow Jones International News, November 1
2000; “Leery Travelers Staying Put;” China Online, October 6, 2000. i
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