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Absiract

Three major e?enfs having impoftant beéring on the Chinese pol-
itical economic process or closely related to it took place béfWeén
1989590: the second "economic overheating" of 1988-89, the Tian-anmen
incident, énd the dismaﬁtling of the’old socialistvsystem iﬁ' the
S§viet Uﬁion and Eastern Eurobé. One factor>in ihe baékground of the
Tién—anmen incident was eéonomic and social instability caused by thé,
second economic overheating and the resultiﬁg accelerétion of infla?
tion .and public dissatisfaction with corrupfion in the inflationary
process. | |

1f we look back'ai the eéonomic.reform of the’urban state-owned
seétor beiween 1984-80, little sﬁbstaﬁtial prdgress was made. Despite
the inflation experienced in the befiods of 1985-86 and 1985—89, ihe
pfice’ system has ﬁot vyet been rétibnalized; and éupplies df basic
méterials, energy, and transportation are still séverely limited;
Reform of {hé syétem of stafe-owﬁed‘enterpriseskhas not 'pfogfésséd
much, and it may be séme time before‘fhe formation of 'weli—funétion—

ing enferprises will ocecur. In finahce, the‘supply of funds fdr busi-




ness investméent has- largely changed from public finance lending :to
bank financing, but the banks ‘themselves are still more administra-
tive organizations than commercial entities. The demarcation of ad-
ministrative responsibilities between central and provincial govern-
ments is not yet clear nor gstable. Foreign trade and special economic
zones for foreign direct 1nvestment have developed wut foreign trade
and other external economic transact1ons are str1ct1y controlled by
the wvarious central and proV1nc1a1 governments, and China has not
peen accepted as a member of GATT. After Tian-anmen, the West applied
economic sanctions, and their effects remain today.

_Toz.carry out the "four modernxzat1ons that have long been the
prxmary goal of Ch1na‘s national pol1cy, 1£ is necessary to satisfy
the folloW1ng cond1t10ns ratlonal thlnklng, respect f01 the righfs
of 1nd1V1dua1s and prlvate.groups and a clear spec1f1catlon of Atheir
dutles;t‘and, to install a system of "rule by 1aws">1nstead of  5ru1e
by a person or persons 1n power or "ruie by the.parry;" Present—oay
Ch1na is far from sat1sfy1ng these requlrements - | |

When one thxnks of the two polltlcal economrc systems ——.the old
SOV1et Socialism and the West s private enterpr1se and market system
-- one notlces there are problems of consxstency in China's present
reglme. The market mechan1sm may functlon sat1sfactor1ly wlth a major
part of the means of product1on under natlonal or collect1veA owner-
ship, nut it 1s necessary to establlsh the freedom to .collect and
d1ssem1nate 1nformat1on in order for the market mechanlsm to functlon
effrcrentry it rs also necessary to free bus1nesses, adm1n1strat1ve
organs; ‘and AJud1c1a1 organs from "rule by a person or& persons ih

power" and "rule by the party" nd to place them under “rule‘by iaw}h




