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  A NOTE ON NAMES




  In Chinese names the surname comes first followed by the given name: so Hu Jintao was President Hu and Wen Jiabao was Prime Minister Wen. I have used the pinyin system

  of transliteration (for example, Mao Zedong) except for those names better known by the older system (such as Chiang Kai-shek) and for Taiwanese names, for which the older system is commonly

  used.




  







  PREFACE




  I should preface this book by saying what it is not intended to be. It is not written primarily for China experts, though I hope that they may find interest in its analysis and

  conclusions. Nor is it intended to compete with the stream of fine works of recent years on subjects ranging from the Communist Party to village life, from women factory workers to the Great Famine

  under Mao Zedong. Nor is it another polemic arguing that China will either rule the globe or implode. My aim, rather, is to provide a one-stop account of where the fastest-growing major nation

  stands and what that will mean both for China and the world in which it looms so large.




  With a wholesale change in the Chinese leadership starting in the autumn of 2012 this seems an apposite time at which to take stock – three decades after China began to amaze the world,

  just as Napoleon (nearly two centuries earlier) apparently predicted it would. It is dangerous to identify any country as unique, but China has an excellent claim to that status. And there is, to

  my knowledge, no single book bringing together the political, economic, social, regional and demographic elements which constitute that uniqueness. Only by linking them can one hope to get an idea

  of what this nation is and where it is heading. Everything connects with everything else everywhere, but nowhere more so than in China because of the nature of the system. So identifying and

  pulling together the strands is vital to understanding what determines the evolution of this massive state that now has such a huge global influence.




  I have been observing China for some seventeen years from both outside and within – first as editor of the South China Morning Post and, most recently, as head of the China team

  at Trusted Sources, the emerging markets research service, with the help of my valued colleagues. This book is based on my experience and analysis during that time of its political, economic and social developments, from changes in the Politburo to the situation in agriculture, from currency policy to social conditions.




  Sweeping judgements on China, positive or negative, make for snappy headlines and striking book titles, but they rarely accord with reality. The more I delve into China, the more convinced I am

  that the essential element in seeking to understand the country is to try to grasp the complexity behind its apparently unified state, culture and behaviour patterns claimed from antiquity. The

  Great Wall was never quite what it seemed and was a poor defence against those determined to challenge Chinese certainties. So it is today with the apparent monolith that seems destined to eat

  everybody else’s breakfast, lunch and dinner. This book’s title is an adaptation of a Chinese phrase with various shades of meaning, from which I have chosen the one that best suits my

  purpose. It is meant to suggest that one has to take into account not just the China that hits the headlines, or the top-line economic statistics or the straight-line projections to a future that

  may or not come to pass, but also a host of down-to-earth factors which actually determine how the country functions and where it is going. That is what this book seeks to do.




  Jonathan Fenby, 2013
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  These and other charts from Trusted Sources (TS).




  The exchange rates at the time of writing were:




  

    

      £1 = 9.8 yuan




      $1 = 6.2 yuan




      €1 = 8.4 yuan
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  NEVER BEFORE




  [image: ]




  China’s explosive rise arouses shock and awe, a catalogue of material achievements garlanded with superlatives as the Middle Kingdom wrenched itself from more than a

  century of decline to become the great global game-changer of our time, pulling more people out of poverty in a shorter space of time than ever before in human history. Since the launch of market reform in 1978, indelibly linked to the doughty survivor Deng Xiaoping, the world’s most populous nation has regained its status and pride and is

  forecast to house the largest economy on earth by 2016. But, spectacular as the progress of the last three-and-a-half decades has been, the last major state ruled by a Communist Party faces a huge

  set of challenges to its political, economic and social system that its leaders are ill-adapted to deal with. The regime that has presided over the nation’s material renaissance is now

  confronted with problems that reach beyond its mindset. The impressive tiger head has to deal with an array of writhing snake tails, and the outcome is of vital importance not simply for itself but

  for the world at large.




  At first sight, the People’s Republic of China (PRC) may seem the inevitable winner of the twenty-first century. It is the world’s biggest manufacturer, exporter and builder of

  infrastructure. It is the largest maker of steel and the biggest user of energy, with demand surging by 220 per cent since the start of this century compared with a global increase of 20 per cent.

  As the international economy faltered in 2011, the cry went up ‘Will China save the world?’ Emerging from a summit to try to rescue the euro-zone, President Sarkozy of France

  immediately telephoned Beijing to seek help, which was not forthcoming.




  China’s trade surplus in 2012 hit $231 billion, 50 per cent up on 2011. If they were nation states, six of its thirty-one provinces, municipalities and regions would rank among the

  world’s thirty-two largest countries in terms of purchasing power. Shanghai is on a par with Saudi Arabia, Shandong and Jiangsu each the equivalents of Switzerland. The country’s size

  and huge population (five of its provinces have more inhabitants than do Western Europe’s five most populous nations) mean that it does everything on a massive scale that breeds shock and

  awe. The taste of its rulers for the gigantic dates back to the great edifices put up by the First Emperor, Qin Shi Huangdi (who ruled from 221–210 BC).




  This is not simply a matter of material progress. Growth is also designed to deliver a political message. Qin was asserting himself as the unifying ruler after centuries of civil war. Mao put

  more than a million people to work on the expansion of Tiananmen Square until it was bigger than Red Square in Moscow, and had the Great Hall of the People built with a

  meeting space capable of accommodating 10,000 people to show that the People’s Republic would not be dwarfed by the other great Communist power. Today, enormous infrastructure projects drive

  home the twin messages that China is back as a major global player and that its Communist Party (CCP), which has held power since 1949, is the only organization capable of achieving the growth the

  country needs, by developing the world’s longest high-speed train network on earth, the longest sea bridge (across Jiaozhou Bay in Shandong), and Beijing Capital International Airport, the

  second-busiest on the planet with a terminal that ranks as the world’s third-largest building. The economy and politics, both domestic and external, are inextricably linked. When things go

  well, that benefits both. When there are problems, both suffer.




  Growth and modernization have transformed society and demographics. Average annual per capita income soared from 528 yuan at the start of the economic-reform process in the early 1980s to 19,100

  in urban areas and 5,900 in the countryside at the end of the first decade of the twenty-first century. The aim is to double that between 2012 and 2020. Rising wealth, however unevenly distributed,

  has spawned materialism – as epitomized by the young woman on a television dating show who said it was better to ‘cry in the back of a BMW than laugh on the back of a bicycle’. In

  the mid-1960s, as Mao – hailed as China’s Great Helmsman – prepared to launch the Cultural Revolution, 18 per cent of the population lived in cities and the proportion was still

  just 21 per cent in the early 1980s; today more than half the Chinese are urban dwellers. The PRC is forecast to have 219 cities with more than a million inhabitants by 2025 (compared to 35 in

  Europe) and two dozen of those centres will house more than five million people. The plan is to increase the urban population to 70 per cent of the total by 2035 – one billion people.




  Air travel, multi-lane highways and high-speed trains have overcome the natural barriers of distance, mountains and deserts. China has shared to the full in the revolution of modern

  communications despite the censors. Its demography has changed dramatically. Infant mortality has fallen by a factor of six since the 1960s but the birth rate is one-third of what it was in 1964,

  while the slice of the population aged over sixty-five has doubled to 9 per cent.1




  The People’s Republic plays a pivotal role in the global supply chain, assembling goods for foreign firms at prices they could not achieve at home. It has the

  largest monetary reserves of any country, topping $3.2 trillion. Its cheap labour, cheap capital, productivity and sheer competitiveness have exported price deflation to the globe while its

  voracious appetite for raw materials laps up oil from Africa, the Middle East and Latin America, iron ore from Brazil, coal and more ore from Australia, timber from Russia, energy from Canada and

  key metals from wherever they are mined. It was the prime force behind the ‘super-cycle’ in hard commodities at the start of this century. It accounts for between 37 and 45 per cent of

  global demand for nickel, tin, lead, zinc, aluminium and lead, and for 38 per cent of copper consumption, leading a consultancy to reckon that its requirements in twenty-five years’ time will

  amount to more than all the copper mined in the world today. Chinese demand for metal has incentivized thieves in British cities to make off with drain covers to sell as scrap; I was once advised

  that my train to Edinburgh was running slow because copper track cabling had been stripped off by ‘criminals who are sending it to China’.2




  The size of the PRC’s demand affects global markets in a way never seen before, depressing world prices when the government supplies industry from its substantial reserves to cushion the

  effect of high prices. When it starts buying to replenish those reserves, miners can smile again. At a time of slow growth in the West and Japan the PRC has thus become the determinant of

  demand-driven price levels for the materials needed for industry and construction globally. Forecasting Chinese demand is a preoccupation of commodity traders. Materials China wants enjoy sudden

  surges in demand – its building boom trebled the price of sludge from beaches in Africa and Australia used for pigments in paint in six months in 2010. As if this was not enough, mainland

  demand for imported commodities is the main influence on bulk-cargo shipping rates; at a peak of buying in 2008 the rush to bring in raw materials from Australia, Latin America and elsewhere sent

  the daily cost for using the largest bulk ships to an unprecedented $234,000 a day, affecting the cost of moving cargoes anywhere in the world.




  In other ways, too, China has joined the world with a vengeance. The PRC lends more than the World Bank to developing nations. It is the largest emitter of CO2 gases. Greenpeace

  estimates that its power plants produce enough toxic ash to fill one Olympic-size swimming pool every two-and-a-half minutes. Sixty-five million Chinese travel abroad each

  year. Mainlanders make up the biggest proportion of foreign students in the US and contribute significantly to the revenue of British universities. The Chinese are such assiduous shoppers that some

  shops in Paris limit the number of goods they are permitted to buy. Stores in London and Paris have installed Chinese-bank cash distributors. Chinese taste for Clarks shoes has turned the small

  town where the brand used to be made into a Mecca for visitors to England, even though the footwear is made elsewhere.




  The flow goes the other way too. Western singers from Beyoncé to Bob Dylan play sell-out concerts and 2011 saw the first Chinese-language adaptation of a Western musical, Mamma

  Mia! China’s demand underpins the price of European luxury goods, fine French claret and advanced German machinery. But it is China that manufactures 65 per cent of the world’s toy

  exports and supplies between 40 and 50 per cent of garments worn in America and Europe including uniforms for the US Olympic team in 2012. It has three of the nine biggest banks in the world by

  capitalization. Its largest insurance company is worth some $130 billion and its second $66 billion. Its spectacular recovery from a short downturn in 2008–2009 made it the main hope for

  global growth in the second decade of this century as it boosted its quarterly growth rate from 6.1 per cent to 8.5 and then on into double digits.




  However, that triumphal story comes with more than its fair share of negatives and reservations, which will run through this book. On taking up the country’s top job, General Secretary of

  the Communist Party, the new leader, Xi Jinping, spoke of how the Chinese people ‘yearn for better education, stable jobs, more satisfactory income, greater social security, improved medical

  and healthcare’. The dramatic fall of the rising political star Bo Xilai earlier in the year showed the cracks in the regime’s unity and the Party Congress that installed Xi in November

  2012 demonstrated the strength of conservatism. The environment remains in crisis. Social tension is rising. Xi and his predecessor, Hu Jintao, have both warned of the corrosive effect of

  corruption.




  Even the core of China’s renaissance, its economy, is open to serious question. Hu acknowledged ‘problems of imbalance, lack of coordination and

  unsustainability in development’ while the outgoing Prime Minister, Wen Jiabao, called the economy unstable, unsustainable, unbalanced and uncoordinated. By 2012, the official expansion

  figure had slowed from double digits to 7.5 per cent. This was still impressive by Western or Japanese standards, but there was a clear requirement to rebalance the model to boost consumption,

  reduce reliance on investment and exports, and move up the value chain. China needs structural reforms to land ownership, the labour system, the financial sector, and water and energy pricing.

  State-owned enterprises are too powerful; private enterprise is too squeezed and exposed. But such changes would involve significant political cost while cutting growth and increasing inflation

  short-term. So the inclination has been to put them off in the hope that the PRC can continue to grow without taking the risks of reform. That is likely to be a vain and dangerous hope as pressures

  rise on all sides.3




  The World Economic Forum ranks China twenty-seventh in terms of competitiveness. For ease of doing business the World Bank puts the PRC at 79 out of 183 countries. The annual index of economic

  freedom drawn up by the Heritage Foundation and the Wall Street Journal places China at 135 of 179 nations. A survey by the Harvard Business Review in 2013 placed only three Chinese chief

  executives among the top 100 worldwide in terms of achieving growth for their firms.




  The imbalances are evident and, this being China, big-scale. The tiger’s head of China’s renaissance faces the world, but the snake tails of problems closer to the ground are ever

  present. The premium put on crude GDP numbers has led to a forest of distortions, particularly because growth is the main determinant in promotion for officials. Ironically for a nation run by a

  Communist party – and counter-intuitively for a state with a population the size of China’s – capital has benefited more than labour from the expansion of recent decades as the

  increase in personal income has lagged behind that of the general economy. Low state-set interest rates have favoured public sector companies and penalized households. Wide spreads between deposit

  and lending rates mean that savers pay to strengthen the balance sheets of the big state banks. Fixed-asset investment in infrastructure and construction is too high relative to the rest of the

  economy, accounting for more than half the growth recorded in 2010 and equivalent to 70 per cent of GDP – twice the scale reached in Japan at the height of its

  construction boom in the 1980s. The credit unleashed to restore growth in 2009–10 will lead to a mountain of bad debts, increasing by 60 per cent the ratio of debt to national output in five

  years. Private firms have to depend on ‘shadow banking’, which rose by 33 per cent in 2012.




  Chinese productivity has advanced rapidly but is still far below that of the US and has to grow fast to absorb rising costs and face competition from even-cheaper manufacturing nations.

  Artificially low, subsidized rates for water and energy result in large-scale waste of two resources of which China is short. Excess capacity is rife, at around 28 per cent in steel, 33 per cent in

  aluminium and 22 per cent in cement. Though exports of Chinese cars hit the million mark in 2012 (from only 22,000 ten years earlier), vehicle makers are likely to have 20 per cent too much plant

  by the middle of this decade, according to the KPMG service firm. The 26.4-mile bridge across Jiaozhou Bay in Shandong is not due to reach capacity traffic till 2028. Headlong expansion in hotels

  means only 60 per cent occupancy, at big chains.4




  The currency has been kept controversially undervalued. State monopolies and oligopolies abound. Corruption infests the system; 146,000 CCP members were sanctioned for graft in 2010 and a survey

  of international business people by Transparency International put China among the nations perceived to be the most corrupt. Business is shot through with favours. Though less of a casino than it

  once was, the stock market does not reflect the real economy. Credit is regulated administratively with loan quotas set by the central authorities. Implementation of government decisions is spotty.

  The PRC has an adequate legal framework to protect intellectual property from piracy; the trouble is that it is not put into practice.




  The falling number of births and greater lifespan of the population threaten the ‘demographic dividend’ of a young workforce that has helped to underpin growth – so will the

  PRC grow old before it grows rich? Ecological degradation is widespread and extremely serious; China grapples with major problems of air and land pollution, water shortages and desertification. But

  environmental offices are part of local governments that have an interest in polluting factories or do not want to impose restrictions which would hurt the growth figures

  they report. Those same local governments are often deeply in debt and depend for their revenue on selling state-owned land grabbed from farmers: in just one decade they have displaced 40 million

  people from their homes.




  There are estimated to be some 180,000 popular protests a year on matters ranging from official malfeasance and land grabs to fuel prices and lead poisoning. Wealth disparities yawn. Forty per

  cent of privately held national wealth is estimated to be in the hands of 1 per cent of the population. Thirteen per cent of Chinese live on less than $1.5 a day. More than 200 million Chinese are

  still what the United Nations defines as relatively poor and more than 20 million live in absolute poverty. At the other end of the wealth scale, nearly one million people are reported to have

  personal wealth exceeding 10 million yuan (making them dollar millionaires). 271 were ranked as dollar billionaires in 2011, though concealed wealth may make the real number considerably higher.

  The way that families of the powerful can do very well indeed was shown by an investigation by Bloomberg in the summer of 2012 that reported relatives of the coming leader Xi Jinping had

  substantial investments in firms with assets of $376 million. A similar exercise by the New York Times later that year reported that relatives of outgoing Premier, Wen Jiabao, had built up

  assets of $2.7 billion (£1.67 billion) – the Foreign Ministry accused the newspaper of ‘blackening China’s name’ from ulterior motives.




  Regulation is poor. Scandals erupt regularly about food containing dangerous additives or just plain nasty stuff. Health problems are pervasive; government spending on medical services accounts

  for only 2.7 per cent of GDP (compared to 16 per cent in the US and 8.4 per cent in the UK). The incidence of breast cancer is increasing by 6 per cent a year, 50 per cent above the global average.

  Two hundred thousand people are estimated to suffer from syphilis. A national survey in 2010 reported that 40 per cent of Chinese aged between thirty-five and forty-four had periodontal gum disease

  and that 80 per cent had bleeding gums. Some 92 million Chinese suffer diabetes, 27 per cent of the world total. The number of reported deaths from AIDS rose from 7,743 in 2010 to 14,000 in the

  first ten months of 2011, many of them from contaminated blood. The increase in life expectancy since 1981 has actually been lower than in countries starting from the same

  base such as Mexico, Malaysia and Columbia. Material growth has fractured the ‘iron rice-bowl’ of Maoist cradle-to-grave (albeit poor-quality) protection and people are worried: a

  national survey published in Communist Party media reports that 73.5 per cent of respondents feel ‘vulnerable’.




  The political system is stuck in a one-party straitjacket under a leadership that claims to be the fount of all wisdom in the line of imperial dynasties of the past. Official lies often trump

  awkward truths. The historical record is distorted. Foreign relations are scratchy and ill thought-out. The People’s Republic that gained control of the mainland of China in 1949 still

  insists on its right to recover the ‘renegade province’ of Taiwan off the east coast by force if necessary and has more than 1,000 missiles pointing across the ninety-mile Taiwan

  Strait. Chinese army and police impose control over Tibet and the vast Muslim territory of Xinjiang on the border with Central Asia; in Tibet some patrol with fire extinguishers after a wave of

  self-immolation by Buddhist monks protesting at Chinese rule.




  As throughout its history, China is ruled by man – now in the form of the Communist Party, to which the Justice Ministry ordered judges in 2012 to swear a loyalty oath. When as high a

  figure as the Prime Minister spoke of the need for political and legal reform he was slapped down by the Party and the censor told websites not to report his remarks to CNN. Deaths in custody from

  beating or neglect are shuffled under the carpet – a newspaper in the city of Hangzhou published a list of unnatural fatalities of people in jail that included ‘death from sleeping in

  an improper position’, ‘death from picking at acne’ and ‘death from face-washing’. A manual on how to deal with troublemakers advises taking care to ensure that no

  blood is left on their faces or visible wounds on their bodies and that there were no witnesses in the vicinity. Lawlessness often begins with the law enforcement agencies themselves.




  Those who express disagreement with the regime are ruthlessly persecuted. The dissident who went on to win the Nobel Peace Prize of 2010 was sent to jail for eleven years for advocating

  democracy. Human-rights lawyers disappear for weeks or months and are told to say nothing about their experiences in custody, but still some do speak and report having

  been tortured. A teacher who campaigned on behalf of the parents of children buried alive by shoddy school buildings in the 2008 earthquake in Sichuan was sent for a year of ‘reform through

  labour’ without trial. Petitioners who follow the traditional route of going to Beijing to seek justice from the central authorities after being oppressed by local officials may find

  themselves locked up by thuggish private-security men in ‘black jails’ before being shipped back home; these establishments are run as private businesses and charge the authorities

  150–300 yuan a day per detainee, of which there are estimated to be 10,000 a year.




  Safety scandals affect everything from unregulated coal mines to untrained airline pilots. The museum in the Forbidden City in Beijing, which in peak periods has 80,000 visitors a day, has been

  hit by a string of snafus. These range from the breakage of a 1,000-year-old plate, the loss of 100 ancient books and the failure to eradicate termites in the woodwork to allegations that it has

  sold Song dynasty letters and the theft of valuable old powder-compacts loaned by a Hong Kong collector – not to mention a critical report from a UNESCO World Heritage committee and an

  accusation of ticket-receipt tax evasion. When reports spread that a renovated section closed to the public was to become an elite club with a 1-million yuan membership fee, the museum denied the

  story as ‘pure nonsense’; then photographs circulated on the Internet of the club’s opening ceremony.5




  This is symptomatic of the trust deficit that runs through mainland China. As goes a saying: you can believe something only when the authorities deny it. The initial official reaction to the

  first crash of a high-speed train, in July 2011 – which killed at least thirty-nine people and raised serious questions about the breakneck pace of expansion – reeked of a cover-up:

  there was widespread suspicion that the reported death toll was set in order to avoid the more thorough investigations applied to disasters resulting in forty or more fatalities. An editorial in

  the main Communist Party newspaper, People’s Daily, warned of a ‘crisis of faith’ between officials and citizens which could affect ‘the development, harmony and

  stability of society’. A collection of the blunt comments made by Premier Zhu Rongji in the 1990s about China’s problems became an instant bestseller when it appeared in 2011 –

  here was a man who had spoken the truth about substandard construction, bankers who were ‘accomplices’ in crime and a regime that might owe its people an

  apology.




  One major question addressed by this book is how the constraints of the system can cope with a fast-changing and increasingly multifaceted society. So far the CCP has managed

  to maintain itself in monopoly power by delivering material progress: it has used this to legitimize its rule, using economic growth for a political purpose to reinforce the regime. But keeping

  this up is a challenge that grows steadily more difficult each year, breeding complexities and contradictions that may be insoluble – particularly for a leadership so wedded to the political

  status quo at a time when society is mutating so broadly and so fast.




  For the first time, China has evolved a middle class and is developing a commuter society in places like the belt between Shanghai and Suzhou or the outlying suburbs of Beijing. Many of the

  country’s most successful people, as well as those seeking to ascend the ladder, lead complex lives in which they balance individual achievement and aspiration with the confines of the

  political straitjacket, the absence of an objective legal system and the difficulty of knowing who or what to believe. Those who game the system and have the right web of contacts enjoy enormous

  mobility and may move cash abroad to safer domains. But, at the same time, heredity is asserting itself as a group of ‘princelings’ – children and grandchildren of the First

  Generation of Communist leaders such as Xi Jinping – take on leadership in politics and business and use their connections to amass power and money.




  ‘Red capitalists’ prosper from their inside track and – however dynamic they may be in their business activities – oppose political change that could undermine their

  privileged position. Some see the dangers in this as China’s new elite chooses not to advocate the kind of gradual power-sharing that enabled the British aristocracy to survive for so long.

  Comparisons can be drawn with the way in which closed-in elites, pervasive corruption and strong power groups undermined dynasties. ‘When the eunuchs are running the country then the dynasty

  is nearing its end,’ one member of a top family remarked to Jamil Anderlini of the Financial Times in 2011.6




  The appeal of the status quo is nonetheless enormous to those who benefit most from it. Newspapers write of 3,000 families controlling assets of 1.7 trillion yuan,

  meaning that their average riches amount to the equivalent of £54 million or $82 million each. A poll published by People’s Forum magazine in 2010 found that 91 per cent of

  those questioned thought that ‘the newly rich have benefited from networking with government officials’ and that 69 per cent of participants had a bad impression of rich families. One

  study for Credit Suisse put undeclared ‘grey income’ at ten trillion yuan, or 30 per cent of GDP. If you are wealthy people assume you must be corrupt, a leading property developer

  lamented. Will those who have gained so much be ready to cede at least some of their advantages or, as seems likely, is the People’s Republic set for conflict between those who have a great

  deal and the far larger number of people who feel they do not have enough?7




  In short, this is far from the finely ordered society imagined by some admirers in the West. The men at the summit of power are aware of at least some of the problems they face. Hu Jintao

  proclaimed the need to build a ‘harmonious society’ in which people are more equal and to fight ‘power abuse’. Both he and his successor, Xi Jinping, have been critical of

  the Party for being too distant from the people and too bureaucratized and corrupt. The CCP issues instructions against the ‘marriage of power and money’ and recognizes that it needs to

  rejuvenate itself and improve the quality of its cadres. But it continues to concentrate power for itself in a pyramid system that grants supreme authority without election to the elite –

  like Hu before him, Xi is not only the General Secretary of the monopoly party but also State President and Chair of the Military Commission that runs the armed forces. Change is stifled by the

  choking effect of a regime intent above all on self-preservation.




  The PRC’s surge of the last three decades and its emergence on to the world scene has had a greater impact than any other development since the end of the Cold War,

  creating a set of unique circumstances for our time and straining the international system in the process – as the Chairman of a major Chinese bank puts it: ‘You can’t keep a big

  fish in a washbasin.’




  When China overtakes the United States, the world’s biggest economy will no longer belong to the most domestically prosperous nation on earth or to a democracy.

  The PRC’s rise has become a commonplace of world affairs with attendant fears of lost jobs and markets invaded by the seemingly unstoppable wave of Chinese goods – a theme of the 2012

  US presidential contest. Ministries round the globe flounder as they try to reconcile economic partnership and profound differences in values. Washington seeks to forge a working relationship while

  hedging its bets in case something goes horribly wrong. Consumers internationally have become used to cheap Chinese goods that have kept down inflation while the US has relied on low-interest loans

  from the PRC to lower the cost of borrowing and help to fund the federal deficit. For many governments the platitude of ‘constructive engagement’ hides a desire not to have to make a

  choice where China is concerned; to profit from its economic growth while avoiding confrontation over human rights or Tibet. One may sympathize with them given the novelty of the situation provoked

  by China’s rise but their ambiguity is, by its nature, a frailty.




  The global commentariat is sharply divided. Sinomania and Sinophobia go hand in hand. For some, China is a welcome corrective to US leadership; for others it is a ruthless mercantilist power set

  on global domination, a twenty-first-century equivalent of imperial Germany. For some, it has evolved a new economic, social and political system that will see off Western democracy; for others, it

  is the latest exercise in mass tyranny founded on repression, unfair business practices, an undervalued currency and rampant counterfeiting and copying of foreign products. For some, the rise of

  the PRC means that it is bound to become top global dog; for others, it is heading for perdition amid exploding bubbles and an unsustainable system.




  At a time of government blockages in the West, the supposed efficiency of the ‘Chinese model’ holds considerable appeal to those admirers of China who see its leaders making

  ‘rational decisions that balance the needs of all citizens over the long term’, as the Economist put it. The financial woes of the United States and European Union since 2008

  have given the PRC added lustre. The political scientists Francis Fukuyama and Nancy Birdsell believe that China can ‘avoid the delays of a messy democratic process’ because the

  bureaucracy at its upper levels ‘is capable of managing and coordinating sophisticated policies’. For financier George Soros, China has ‘not only a more

  vigorous economy, but actually a better-functioning government than the United States’. The author and New York Times columnist Thomas Friedman has argued that a one-party autocracy

  ‘led by a reasonably enlightened group of people, as China is today [. . .] can also have great advantages. That one party can just impose the politically difficult but critically important

  policies needed to move a society forward in the twenty-first century.’ The Chinese economist David Daokui Li, who frequently appears at international gatherings, argues that his

  country’s economic emergence ‘is showcasing a new model of economic growth and interaction between China and the rest of the world’. Others claim that the PRC is run by a

  singularly enlightened meritocracy that puts Western democracies to shame.




  On a trip to the PRC in 2010 the historian Niall Ferguson, who has argued that the twenty-first century belongs to China, found that the refrain of ‘We are the masters now’ kept

  running through his brain. He imagined President Obama seeing a thought bubble with those words over the head of Hu Jintao when they met. Stephen Roach of Morgan Stanley argues that ‘Unlike

  the West, where the very concept of strategy has become an oxymoron, China has embraced a transitional framework aimed at resolving its sustainability constraints. Moreover, unlike the West, which

  is trapped in a dysfunctional political quagmire, China has both the commitment and the wherewithal to deliver on that strategy.’ The title of a book published in 2009 by the British writer

  Martin Jacques was unequivocal – When China Rules the World.




  There is an equally convinced troop on the other side who adduce a range of reasons why China will not rise to global domination. Indeed, having made a trip round China in 2011 during which he

  was struck by the extent of the country’s property bubble and the size of its bank loans, Professor Ferguson came to wonder whether China was premature in ‘gloating at our

  misfortunes’ and might be heading for a collapse of its own. The eminent historian Roderick MacFarquhar argues with impeccable logic that China is sitting on a political and social San

  Andreas Fault that must someday open. The esteemed political scientist Minxin Pei sees China in a ‘trapped transition’ while the commentator Fareed Zakaria of

  Time magazine regards it as ideologically and operationally ill-prepared for the new era it is entering. While Henry Kissinger makes plain in his book On China that he rates the

  Chinese as partners worthy of him, at a debate in 2011 he noted that ‘they will have a huge demographic problem [. . .] so one shouldn’t project a straight line in which China emerges

  as totally dominant.’




  When it comes to the economy, some regard China’s economic rise as an unstoppable factor of global existence. As he forecast 12 per cent growth for 2010, Jim O’Neill, then the chief

  economist at Goldman Sachs, threw an arm in the air in the victory sign of champion sprinter Usain Bolt and added ‘and then the sky’s the limit’. Arvind Subramanian, former IMF

  official and Senior Fellow at the Peterson Institute in the US, sees the world ‘living in the shadow of China’s economic dominance’ with the PRC using its muscle to force the US

  to withdraw its naval forces from the Asian side of the Pacific Ocean.




  For pessimists China bears ominous similarities with the seemingly all-conquering Japan of the 1980s, which then suffered the bursting of its asset bubble leading to the ‘lost

  decades’ starting in the 1990s. At best, for those pessimists, it will find itself in the ‘middle-income trap’ whereby growth stalls and the country lags far behind the United

  States. Critics point to the misallocation of capital and the growth of non-performing bank loans, and to corruption and infrastructure projects that will never earn an economic return. In the

  title of one of his books the American writer Gordon Chang has been forecasting The Coming Collapse of China for more than a decade. The prominent hedge-fund manager Jim Chanos

  insists that the PRC is on ‘a treadmill to Hell’. The British commentator Will Hutton posits that the weak institutional framework and the lack of Enlightenment values will halt

  progress. For economist Nouriel Roubini, who forecast the sub-prime crash, the PRC is on a dangerous economic-growth path that can lead it only to trouble some time between 2013 and 2015 as the

  outcome of ‘immense overcapacity and a staggering non-performing loan problem’. Another sceptical economist, Edward Chancellor, portrays the country as caught in a classic constellation

  of bubbles. A poll of global investors by Bloomberg in 2011 reported that 40–45 per cent expected a financial crisis in China; only 7 per cent thought the PRC could escape turmoil.

  Another survey by the same service in the autumn of 2011 found 59 per cent of those replying expecting that the PRC’s annual growth would drop to below 5 per cent by

  2016 – 12 per cent expected that to happen within a year.8




  While Wen Jiabao claimed that, thanks to socialism, China is able ‘to make decisions efficiently, organize effectively and concentrate resources to accomplish large undertakings’, Hu

  Jintao warned that the CCP is ‘now faced with many new developments, problems and challenges’. At a conference in Beijing at the end of 2010 the audience rose to its feet to applaud a

  professor who insisted on the perils that lay ahead should the system not be thoroughly reformed. China’s best-known international artist, Ai Weiwei, who was arrested for ‘economic

  crimes’ in 2011, has compared his nation to ‘a runner sprinting very fast – but it has a heart condition.’ Prominent academic Yu Yongding warns of the threat from rising

  social tensions, pollution, lack of public services and reliance on exports and property development to fuel growth. The pattern, he says, ‘has now almost exhausted its potential and without

  painful structural adjustments the momentum of economic growth could suddenly be lost.’ Professor Zhang Weiying of Peking University notes how rarely China hits its targets; he argues that

  stimulus spending cannot buy development and calls the central planners ‘a bunch of smart people doing something really stupid’.




  What are we to make of such diversity of opinion? Simply that China is an extremely complex, multifaceted nation. There is no single reality but, since the PRC holds such a central place in

  discussions of the future of the world, commentators feel a need to hold forth as if there was. Though many of the aforementioned opinions make sense in their own terms, the weakness of most

  sweeping verdicts is that they ignore facts that point in the opposite direction, or take a Western view of today’s China, or have highly elastic timeframes that render them virtually

  meaningless. Be it positive or negative, the hedgehogs, in Isaiah Berlin’s classification of those who held One Big Idea, make the running as soothsayers. Better to approach China as would

  Berlin’s foxes, who know many things, and try to get the measure of a country that is as unique as it is varied, and whose rise since the 1980s is sui generis. Or, to take the title of this book, one has to observe the many snake tails below the great head of the tiger.




  That said, China faces the world with a unique set of new factors. Never before has a country in which up to 300 million people do not have access to clean drinking water competed so strongly

  with far richer nations and become a global provider of everything from consumer staples to huge steel units for the new San Francisco–Oakland Bay Bridge. PRC construction firms signed

  contracts worth $134 billion in 2010 – fifty times the figure for twenty years earlier – and fifty-four of them figure on the list of the top 225 international engineering contractors,

  the most for any nation. Their work ranges from a vast resort complex in the Bahamas to a bridge crossing the Danube – even (despite protests) the construction by Chinese stoneworkers of

  sculptor Lei Yixin’s Martin Luther King, Jr. Memorial in Washington.9




  Never before has a state whose concerns are primarily domestic housed three of the seven most valuable companies on the planet or built up a treasure chest of foreign exchange that could buy the

  whole of Italy or all the sovereign debt of Portugal, Ireland, Greece and Spain (as of 2011), plus Google, Apple, IBM and Microsoft plus all the real estate in Manhattan and Washington, DC plus the

  world’s fifty most valuable sports franchises. Never before has a mismatch between the size of a country’s population and its relative lack of natural resources had such an effect on

  global commodity prices and shipping rates. Never before has the world’s superpower been so dependent on funding and cheap imports from a state whose nominal per capita wealth is equivalent

  to that of Angola, creating a completely new monetary-political relationship: ‘How do you get tough on your banker?’ as US Secretary of State Hillary Clinton summed up

  Washington’s dilemma. Yet, on the other side of the Pacific, the PRC finds itself stuck with a huge stockpile of dollar-denominated securities it would prefer to be without but cannot dispose

  of.




  Never before has a nation come back from such a long history of revolts, invasions, repression and natural disasters to awe the world. Never before, for that matter, has China been so involved

  with the rest of the globe: though less isolated than is often supposed, the great imperial dynasties were essentially inward-looking, content to focus on their vast domains. Never before have so many people in a single country been so focused on simultaneous material advancement. Never before has a leader who defines his goal as being simply to

  achieve ‘moderate prosperity’ for his state been selected as the most powerful figure on earth, as was Hu Jintao by Forbes magazine in the US in 2011. Never before has a

  country whose ruling party aims to apply ‘socialism with Chinese characteristics’ and to follow the path of ‘scientific socialism’ pursued such a red-blooded approach to

  market competition and crude economic growth. Never before has such a globally vital nation been so attacked for cheating in so much of what it does.




  Never before has such a state possessed the ultimate weapon of mass destruction, the world’s largest army and a permanent seat at the top of the major global forum. Never before has

  technology enabled manufacturers and traders deep in China to communicate instantly with the world or hackers to pose a security threat to foreign nations. Never before has an avowedly left-wing

  regime been so stingy in healthcare, education, welfare and pensions – and urged others to reduce their social spending.




  In short, by leading the Communists to victory in 1949, Mao Zedong changed his country; by steering the People’s Republic on a new path, Deng Xiaoping changed the world. This book will set

  out what that means for China and for the global community with which it is so intimately entwined, leading to the conclusion that, unless the new leadership which took office at the end of 2012

  undertakes major reforms, the PRC will face a growing array of challenges that will mean that the past is no longer a reliable guide to an increasingly uncertain future.
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  A NATION ON SPEED
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  In the late eighteenth and early nineteenth centuries the empire of China’s Middle Kingdom is estimated to have accounted for one-third of global wealth. The

  People’s Republic has not yet reached that level but it is engaged in a headlong race to make up for lost time, capable of producing more in two weeks now than it did in a whole year in the

  1970s. Though Mao and Deng ruled into old age, the image of China as a gerontocracy is no longer true. Hu Jintao and Wen Jiabao joined the CCP Central Committee when they were forty; the new

  leaders, Xi Jinping and Li Keqiang, did so in their early forties. Top leaders retire after passing their 69th birthday and their successors are in their fifties. In the

  State Council, 85 per cent of ministers were appointed in 2007 or afterwards. More than a dozen bosses of major state companies are aged under fifty-five and 57 per cent of those in charge in 2011

  had been appointed since 2007. China’s ultra-rich are younger than their Western counterparts, averaging thirty-nine years of age.




  Everything moves at high velocity, often fuelled by money, as epitomized by the breakneck late-night races round Beijing’s ring roads by rich young people in supercharged sports cars. In

  ten years the PRC’s rudimentary telephone system has adopted the most modern technology, with 930 million mobile handsets and 538 million Internet users, 300 million social media

  registrations, 80 social networks and 2,000 online coupon sites; the PRC is, unsurprisingly, the world’s largest market for personal computers. The backwardness of retailing outside the main

  cities means that e-commerce turnover is likely to overtake that of the US by 2015, with the number of online shoppers set to vault from 145 million in 2010 to 348 million in 2014. Robin Li, the

  forty-two-year-old co-founder of China’s biggest search engine, Baidu, has a fortune estimated at more than 60 billion yuan. At the end of 2012, China’s Lenovo became the world’s

  biggest maker of computers.




  In 2000 the PRC produced 2 million cars; ten years later it was the world’s biggest automobile market, with 18 million new vehicles sold in 2010. The state grid is set to spend 500 billion

  yuan on ultra-high-voltage transmission systems using technology not applied anywhere else. The number of insurance premiums taken out by Chinese soared by 32 per cent in 2010 alone. Suning, the

  biggest retailer of electronics goods, which started with a single shop in Nanjing in 1996, has 1,300 outlets with plans to add 300 more. The rickshaws that have re-appeared in cities are,

  naturally, pulled by electric bicycles.




  The government’s latest Five Year Plan, covering 2011–15, aims to move the country up the value chain and away from the low-cost manufacturing of the last three decades through

  increased spending on research and development (R&D) and getting into advanced industrial sectors. China intends to have a 174-seat airliner flying by 2015–16 – it has already

  signed a preliminary agreement with the low-cost airline Ryanair. The number of nuclear-power stations is set to rise from the present 13 to 70 by 2020 and then to more

  than 120. The PRC is the world’s biggest manufacturer of solar panels and sells wind farms round the globe.1




  The recovery of Hong Kong in 1997 gave China a prime international financial centre (like Macau, the former British colony had its status guaranteed for fifty years as a Special Administrative

  Region (SAR) of the PRC). A genomics institute based in Hong Kong and the city of Shenzhen across the border is on its way to becoming the biggest DNA-sequencing laboratory on earth. The National

  University of Defense Technology has built a computer, the Tianhe-1A, with a speed of 2.5 petaflops enabling it to make 2.5 quadrillion calculations a second; this was, for a time, the fastest

  computer on earth. In terms of the number of scientific papers published per country, China ranks second and is expected to exceed the United States by 2020, according to the Royal Society in

  London. The number of patent applications has risen from 50,000 to 300,000 a year since 2000 (again placing China second only to the USA), boosted by government incentives and company bonuses for

  employees who file them. A Chinese astronaut has walked in space. After the launch of an unmanned craft from the Gobi desert in 2011, Chinese astronauts docked their craft with the space laboratory

  in mid-2012 as part of a plan to set up a space station and land somebody on the moon by 2020 – it was revealed at the end of 2012 that tests were being conducted to see if vegetables could

  be grown there to meet China’s rising food demand. The government is spending 1 billion yuan on a scheme to use silver iodine, dry ice and liquid nitrogen fired from planes to manipulate the

  weather. Technology is even enrolled to maintain tradition – people away from home at the time of the springtime Qingming grave-sweeping ceremony can now go through the ritual at an online 3D

  virtual memorial hall.




  As China has sped away from the uniformity of the first three decades of Communist rule it has become a deeply materialistic society with a wide array of consumer goods. In

  place of Mao suits, people can choose the clothes they want to buy. They are free to travel round the country and abroad. Diets have become more varied. Alcohol consumption is forecast to rise by a

  third between 2009 and 2014; drinking of the strong, sorghum-based liquor baijiu increased by 50 per cent in the last three years and a survey found that half the

  56 per cent of men who regularly consume it can be classed as binge drinkers. For many, what you own defines who you are – whether that is a top-range Italian sports car or the company

  headquarters being built by a steel trader in the north-east who explained, as he showed me the plans, that it was modelled on a Dutch royal palace ‘only bigger’. A pharmaceutical firm

  in the same region houses its boardroom and corporate museum in rooms replicating the Palace of Versailles. The village of Huaxi in Jiangsu, said to be the richest in the land, has put up a

  328-metre skyscraper costing 3 billion yuan; the building is topped by a figure of an ox made from a ton of gold.2




  Many of the country’s rich people are self-made, drawing their fortunes from a wide range of businesses, from manufacturing and mining to home appliances and IT. Top of the Hunrun Rich

  List for 2011 was Liang Wengen, founder and President of the Sany heavy-machinery group, whose fortune rose by 89 per cent in 2010 to 70 billion yuan, or more than $10 billion. In 2012, this

  place was taken by Zong Qinghou, head of the Wahaha soft-drinks group. Though hit by a slowing economy and falling property prices in 2012, the fortunes of the 100 or so dollar billionaires was up

  40 per cent on 2010 and 1,000 per cent on the start of the century. The biggest concentration of millionaires – 7,000 of them – is not in Beijing and Shanghai but in Ordos in Inner

  Mongolia, situated on the edge of a huge coal field and dubbed ‘China’s Dubai’.3




  Being mega-rich does not necessarily provide a path to longevity or happiness. A Chinese publication has reported that more than fifty billionaires have died of unnatural causes since 2003; of

  these seventeen committed suicide, fifteen were murdered and fourteen were executed. In all, thirty had either been sentenced to jail or death or put under investigation for corruption in the last

  decade, including the head of Gome, China’s biggest electric retailer, who was in 2008 listed as the country’s richest man.4




  Some beneficiaries of material progress are unashamed practitioners of conspicuous consumption as they follow the dictum attributed to Deng Xiaoping (though there is no record of him having said

  it): to get rich is glorious. During a visit to the Hermès shop in Paris the wife of a Shanxi-province coalmine owner asked to be shown the most expensive handbag

  and then ordered two dozen. In the eastern city of Wenzhou a wedding motorcade can consist of ten Bentleys, eight Rolls-Royces, four Ferraris and four Lamborghinis while the local Gucci store

  offers an alligator purse that retails at 270,000 yuan.5 A tycoon decided that a replica of a French château he had built outside Beijing

  was not grand enough, so he added an extra wing.




  At the Hôtel Crillon in Paris the granddaughter of a Mao-era minister, Chen Yuan, was the belle of the debutantes’ ball wearing an Oscar de la Renta gown and a diamond necklace. Her

  boyfriend, the grandson of another Mao-era ‘immortal’, Bo Yibo, is known for his taste for Ferraris. Shanghai and Tianjin have polo clubs; entry to the one in Tianjin is by invitation

  only and costs from 200,000 yuan for individuals to 10 million if you have a team. Golf has become a 60-billion-yuan business and its popularity among the newly rich has resulted in 600 courses

  being opened across China in contravention of a central-government ban. Sales of luxury goods in China are put at $15 billion a year.




  Business is conducted without frills. A successful entrepreneur laughed as he told me that, to cut deals in the construction business at the basic level, all one required was an ability to drink

  a lot, smoke and gamble. (A recruitment advertisement from a company making security equipment backed up his first point when it specifically stated that ‘candidates with good drinking

  ability will be prioritized’.) ‘It’s all a matter of money,’ he went on, and illustrated his point with the story of a friend of his who had fallen for a waitress in a

  restaurant in the ancient city of Xi’an. The woman’s employer kept her from him, so he bought the establishment outright and she was now his mistress. The businessman ended our chat by

  asking if I would like to be photographed with the Prime Minister – he could arrange it for 800,000 yuan.6




  Growing upscale consumer demand has boosted the price of everything from the latest computer gadgets to third-class art. To increase its appeal to rich clients, an estate agency in Nanjing

  obliged its sales agents to buy Armani suits to wear at work. Villas in gated communities outside Beijing fetch 40 million yuan. One bathroom-equipment firm offers a $6,400 toilet with a heated

  footrest, temperature-controlled seat and built-in music system, access to Skype and the means to play video games and read e-books. Top-of-the range limousines have

  internal software for share trading, instant-message exchange, poker games and access to China’s version of Facebook, Renren. The Geely company’s GE model car, which bears an

  extraordinary resemblance to a Rolls-Royce, comes with a single throne seat at the back. Hainan Island off the southern coast, which is being developed to create ‘China’s Hawaii’,

  has experienced a massive property boom, while local companies sell high-priced yachts, business jets, Ferraris and Bentleys; the island has nearly 100 golf courses, an array of luxury resort

  hotels and spas with pools in which one can be gently nibbled by exotic fish. In 2011 it hosted a luxury fair that raised an estimated 10 billion yuan.




  Plastic surgery is booming everywhere from smart surgeries in Shanghai to small establishments in towns far up the Yangtze. As middle-class diets grow more varied the demand for biological food

  steadily increases – a pig farm with 30,000 animals in central China proclaims its pork to be ‘non-toxic’, meaning that no artificial feeds are used. In place of the spectre of

  famine, more than 15 per cent of the Chinese are reckoned to be overweight, according to the recent book Fat China. In part this is simply because people consume a lot more than they did

  under Mao, and exercise is rare. But diet also counts: spoilt ‘little emperors’, single male children, are allowed by their parents to gorge on junk foods, which has led to an upsurge

  in obesity among the young; ‘a fat child is almost like having a BMW, it’s a display of your wealth,’ as Paul French, author of Fat China, remarks. Sales of slimming

  products and use of liposuction are rising steadily and the American Weight Watchers group opened up in the PRC in 2010.7




  The juxtaposition of old and new is part of everyday life for most people. In Chengdu, the capital of Sichuan, a huge white statue of Chairman Mao stands with one arm outstretched at the end of

  a broad avenue lined with European fashion outlets, the celebrity City Hotel and smart restaurants. In a Daoist temple in Guangzhou, capital of Guangdong province, a young woman in a trim black

  trouser suit genuflects in front of an altar of a fearsome deity while conducting an animated conversation on her mobile telephone. The abbot at the martial-arts centre at the Shaolin temple in

  Henan province travels in a luxury car and the robe he wears, donated to him by a brocade firm, contains gold thread said to be worth £5,000.




  Upmarket demand means that price differences are enormous. A bottle of the local beer costs 4 yuan in the neighbourhood restaurant where I often eat in Beijing, but in the bar of a smart hotel

  across town patrons are happy to pay 58 yuan for exactly the same drink. For young people, owning an apartment is the sign of having arrived in life; unlike their parents, who lived through hard

  times, they have never known a prolonged downturn. In such a world the urge is to be on the upward material escalator. As a young female dating-show contestant put it: ‘I would choose a

  luxury house over a boyfriend who always makes me happy without hesitation. And my boyfriend has to have a monthly salary of 200,000 yuan.’ Elsewhere, 70 per cent of her female peers told

  pollsters that they would not marry a man who did not own a flat, hold a good, stable job and have substantial savings. When a Guangdong newspaper asked primary school pupils what they wanted to be

  when they grew up, a six-year-old girl said, ‘When I grow up, I want to be an official.’ ‘What kind official?’ the journalist asked. ‘A corrupt official,’ came

  the reply, ‘because corrupt officials have a lot of good stuff.’8




  As the material society marched on, advertising on national television rose by 18 per cent in 2010 to top 10 billion yuan for the first time. Gossip columns reveal celebrity ‘love

  cheats’ and serve up a diet of ‘hunks’ and ‘unnaturally well-endowed’ models. Job-hopping is endemic among young professionals and brings increased salaries –

  according to the recruitment consultancy DDI, annual staff turnover averages 18.5 per cent at Chinese private firms, 10 per cent at state enterprises and 25 per cent at foreign firms. Young women

  in Shanghai take pride in having none of their income left at the end of each month. In 2010 the first Chinese-made ‘chick flick’ appeared; entitled Go Lala Go, it was poor

  stuff but still earned 124 million yuan at the box office.




  Eighty per cent of young people at college want to join the Communist Party, according to an Education Ministry poll in 2011, and 40 per cent of the 1.2 million new members in 2010 were

  students. However, it is a safe bet that ideological attraction is not the spur; rather membership is seen as a useful career card. One young woman with little faith in the regime explained that

  she kept up her CCP Youth League membership because it would aid her in job hunting. Party membership is a particular help in landing civil-service posts or employment in

  state-owned enterprises.




  Wealth and political influence often run hand in hand since the CCP recognized ‘advanced productive forces’ – that is, business people – at the start of this century.

  Seventy members of China’s legislature, the National People’s Congress (NPC), have assets totalling 493 billion yuan ($75 billion) between them. They include Zong Qinghou of Wahaha,

  with a personal fortune equivalent to $12 billion, while Richard Li, China’s previous richest man, was put in the upper house of the legislature in 2013.




  Social conditions have altered beyond all recognition from the drab days of Mao. Though political control remains strong, and the one-child policy still affects most couples, people live freer

  lives. Despite censorship, they have access to a much-enhanced and more varied flow of information. Most remain trapped below, but upward mobility is there for those with skills, determination or

  an ability to work the system. University education has expanded hugely. This is reflected at the top: in 1982 none of the Politburo had gone to college; in 2007, twenty-three of its twenty-five

  members had degrees. Though the sacred texts cleave to old ideology, the class struggle has been abandoned. Though only a third of those who study abroad return to the mainland, those who do bring

  with them experience of the world unknown to their parents. Despite the march of materialism, this officially atheist nation is undergoing a religious boom – between 60 and 80 million people

  are estimated to go to Christian churches on Sundays while Buddhism thrives and folk religions have revived.




  Gender equality is state policy, in keeping with Mao’s observation that women hold up half the sky. Sexual harassment has been a crime since 2005. But the definition is vague and there is

  no shortage of oppression of women. A survey of ten factories in four regions reported that 20 per cent of female staff said they had been the victims of sexual harassment. Until the Hunan

  provincial government was exposed to public ridicule it required women civil servants to have ‘symmetrical breasts’. An electronic-goods company in Nanchang ranks female employees by

  their looks, graduating pay accordingly. The Railways Ministry, whose head had eighteen mistresses, laid down that female attendants on high-speed trains must be aged

  under twenty-eight with a fair complexion and ‘a shapely figure that conforms to selection standards’.




  Still, the condition of women has been greatly improved, particularly by education and earning power; half the enrolments at universities are now female. Women constitute 46 per cent of the

  labour force and contribute on average half of household incomes compared to 20 per cent at the start of economic reform. The young women who make up the bulk of migrant workers in factories in

  Guangdong earn three times as much as they would have in 2000 and it is estimated that three-quarters of female graduates aspire to management positions, compared to half their US counterparts.




  Politically the PRC is a place for men. In keeping with China’s imperial centuries, during which only two women exercised authority equivalent to their male counterparts, the Communist

  Party’s Politburo has contained only a few women throughout its six decades in power, and none has sat in its top Standing Committee (even if Mao’s last wife wielded great influence

  during the Cultural Revolution). Only 20 per cent of CCP members, thirteen of the 200-strong Central Committee, three of the State Council ministers and a single provincial boss are female. Eight

  per cent of company directors are women – half the UK number and a third of the total in the US. Still, women head several big firms and constitute half the world’s self-made female

  billionaires, operating in everything from property and underground shopping centres to paper and packaging. Five figured in the Financial Times’ list of the top 50 global business

  women in 2011.9




  Zhang Yin, head of the Nine Dragons paper company, was ranked as the country’s richest person in 2006 and then as the world’s wealthiest self-made woman in 2010. Dong Mingzhu, the

  ‘Iron Lady’ who presides over the Gree electrical-appliance group – which makes 34 million air conditioners a year and has annual sales of 60 billion yuan – is almost a

  caricature of a driven executive, known for rarely smiling at staff and issuing such proclamations as, ‘I never make mistakes and am always correct’ and ‘Femininity in the

  business world is the equivalent of admitting women are weak’. Widowed in her twenties, she likes reading Jane Eyre and Gone with the Wind, and

  lamented to an American interviewer that most Chinese women just wanted to be ‘endearing little birds’. ‘Where Sister Dong walks, no grass grows’, it is said.10




  Zhang Xin runs the big Soho property company with her husband. As a young child, she was sent to the countryside during the Cultural Revolution with her mother, who had been a translator at the

  Foreign Languages Bureau. They subsequently moved to Hong Kong and at the age of fourteen Zhang began working in small factories. Five years later she had built up sufficient savings to fly to

  Britain, where she won university scholarships and went into investment banking (which she says she hated), then returned to the PRC, met her husband at a property firm, got married and set up

  Soho, which has developed more than 25 million square feet of real estate and expanded in defiance of bearish forecasts of a market crash. Her stake in Soho was valued in 2010 at around 14 billion

  yuan, making her as rich as Oprah Winfrey.




  As women have grown richer, they have become increasingly important personal consumers. The female savings rate has halved since 2006, according to a survey in Women of China magazine.

  Women buy twice as many luxury goods as do men, whose comparable spending is concentrated on ‘man bags’, in which to carry their accoutrements and cash, and on grooming products,

  including hair dye. In 2010 the average female luxury consumer spent 22 per cent more than in the previous year. A third of the Maserati cars sold in China are bought by women, compared with 5 per

  cent in the US and 2 per cent in Europe. Chinese women also drink more whisky than do their Western counterparts.




  It is reckoned that more than 90 per cent of mainland officials investigated for corruption in recent years have kept mistresses just as their predecessors maintained concubines. One provincial

  vice-governor was reported to have forty-six. An Association of Mistresses staged ‘mistresses festivals’ to mark International Women’s Day in March 2011 and has an online forum

  where members exchange tips on how to handle wealthy elderly men and how much money to expect (not less than 200,000 yuan a month, one blogger advised). Meishan city in Sichuan felt it necessary to

  issue an edict to its bureaucrats to stay faithful to their spouses. The authorities in Guangdong offer courses to warn young women of the dangers of acquiring sugar daddies.




  A poll by China Youth Daily found that 60 per cent of respondents, most of them aged under thirty, said they knew a woman who wanted to marry or rely on a rich

  and powerful man as a way of fulfilling personal ambitions. ‘Several years ago, I thought I could realize my dream, through my own efforts, but that was so naive,’ a

  twenty-eight-year-old woman working for a big company in Shanghai said. ‘Cruel reality showed me that those who were born into rich families can rely on parents, and those who were born into

  average families, like me, can only count on a wealthy man.’ As a university professor commented: ‘On the one hand, men who have attained a higher social status want more than one

  woman. On the other, young girls see a chance to exchange their youth and beauty for a better life even if it means hurting someone else’s marriage.’ One joke says that so long as

  officials have so many dalliances the luxury-goods market and upmarket real estate will remain buoyant on the back of all the gifts and accommodation.




  Deng Xiaoping said that it was natural for some people to get rich faster than others; the problem today is that those who have become wealthy are getting even wealthier faster than those below

  them on the income scale. An academic study published in 2012 showed the Gini coefficient, which measures wealth disparities, standing at 0.61 for China compared to 0.45 for the US and 0.38 for

  Japan (the higher the number, the greater the inequality). That is well above the level generally taken as pointing to social unrest.




  Though the percentage of the population living in absolute poverty by international standards has dropped greatly, a reclassification of the poverty level at the end of 2011 to net annual

  earnings of 2,300 yuan meant that more than 100 million people were classified as being poor and qualify for livelihood subsidies. If the United Nations standard of $1.25 a day was applied, the

  number would rise to 250 million. The top 10 per cent of households earn an average of 139,000 yuan a year while the bottom 10 per cent take in 5,350 yuan, according to a 2010 study; the same study

  also reported that much of the earnings of the rich is concealed from the authorities, meaning that the official wealth-disparity figure is a significant underestimate. China Merchants Bank, the

  biggest private-sector financial institution in China, has found that 45 per cent of deposits and 67 per cent of managed assets at its 500




  branches are held by 1.5 per cent of clients. The economist Victor Shih puts the wealth of the top 1 per cent of the population at anywhere from $2 trillion to $5

  trillion.11




  Inequalities abound in the public and private sectors. Ninety per cent of China’s 18,000 hospitals are run by the state but they depend on selling expensive branded medicines for much of

  their revenue. People queue through the night for access to desks issuing tickets to see a doctor, sometimes only to find that those tickets have been snapped up by scalpers selling them on at a

  price. It was only in 2009 that a programme for a decent health service was launched, and this will not come into full effect for years. Much state education is also poor; the Education Ministry

  says that 54.6 million people are illiterate. Meanwhile the pension system is a black hole.12




  China officially has no slums. However, it does have plenty of broken-down shacks lacking modern amenities; and shantytowns, built for workers by state-owned enterprises in the old days of

  cradle-to-grave ‘iron rice-bowl’ welfare provision but abandoned since the outset of economic reform. For all the economic progress, 600 million people still do not have a bank account.

  In this supposedly Communist state the share of public housing for the poor fell from 17 per cent of total construction in 1999 to 5 per cent in the second half of the first decade of the

  twenty-first century.




  In this nation on speed, companies adapt at a blinding pace to changes in global demand – copies of the wedding dress worn by Kate Middleton for her marriage to Prince

  William in 2011 were on sale on a Chinese website within hours of the ceremony in Westminster Abbey. (Ultra-cheap rip-offs of her sapphire-and-diamond engagement ring had already been sold

  worldwide.) The PRC’s farmers switch swiftly between crops as prices rise and fall. Armies of pig traders hurry round the country with their trucks tracking overnight movements in the cost of

  the country’s favourite meat. An advertisement in the back of a taxi in the north-eastern city of Shenyang offers ‘instant one-stop worldwide company-formation service’, using

  various Hong Kong banks, with ‘no verification of funding required, no registration of business sector’. When the government launched a programme to encourage the solar industry, entrepreneurs with no experience piled in, and some went spectacularly bust. As liquidity bubbles inflate in anything from choice tea to postage stamps, speculators dodge and

  weave in search of quick profits.




  Runaway growth breeds a sense of impermanence as the new is laid sometimes uneasily on old foundations. While big urban centres power ahead with spectacular volumes of construction, the

  countryside and smaller towns are full of half-completed buildings, as if the people who started them didn’t have time to finish, had moved on to something else or had simply run out of

  money. Small towns and villages develop in a haphazard way; a drive through them can take you abruptly from a metalled road to a rutted track, from modern residences to tumbledown shacks. Beyond

  their centres many cities have grown so fast that there has not been time to create an integrated urban structure. In Wuhan, ‘China’s Chicago’, with a population of nine million

  on the middle Yangtze, swamps and fields lie between the huge, ultra-modern highspeed train station and the urban development along the river. Chongqing, in the south-west, is often described as

  China’s biggest city; in fact it is a sprawling metropolis of which 70 per cent is forest or farmland.




  China has ‘ghost cities’ of apartments in which nobody lives and cavernous shopping malls where very few goods are actually bought. But the building goes on amid recurrent warnings

  of a property bust that has not yet materialized. Except during peak holiday periods, airports in smaller cities and the lavish high-speed train stations are half-empty. Out in the provinces, four-

  or six-lane highways often have few vehicles on them. China’s motto might be ‘Build and they will come – but build now’. Capital is available from the state and it has often

  been spent without any real measure of the likely financial return.




  In line with the speed needed by China to keep its economic machine upright in the short term, companies are out to ratchet up productivity even further as they face rising wages, thin profit

  margins and competition from even-lower-cost nations. Foxconn, the biggest assembler of IT equipment, announced plans in 2011 to boost the number of robots at its plants from 10,000 to a million

  – the size of its current workforce on the mainland. So far China’s drive to stay ultra-competitive has worked. At the start of the century’s second

  decade, the minimum wage rose by 20 per cent a year, input costs were boosted by rising commodity prices and the yuan appreciated in value (though not by as much as foreign critics of the

  PRC’s currency policy would have liked). But the price of Chinese imports into the US increased by only 2.8 per cent in a year and, in the summer of 2011, overall exports were 20 per cent up

  on the same period of the previous year, boosting the trade surplus to $31 billion a month, the highest figure for two years. Throw a challenge at the PRC and it will be surmounted, it seems.




  For those on the left who have for so long been waiting for America’s terminal decline, China’s rise is manna; if capitalism beat Communism in the shape of the Soviet Union, the rise

  of a non-American model offers solace from a state led by what its President calls ‘a great, glorious and correct Marxist political party’. For those on the right, the PRC is akin to a

  vast apolitical corporation that has seen the light after some rocky years and is now showing that capitalism can work in all its primitive, freewheeling glory, with a business-friendly political

  machine, a minimal welfare state and patchy regulation. What, from both sides, is there not to love about China?




  All the more so because of the country’s size and population of 1.37 billion – 1.339 billion of them on the mainland – around 20 per cent of the people on earth. The political

  and social constraints, flaws and challenges that will run through this book are all too easy to overlook when one is overwhelmed by the sheer scale of China and the effects of growth since the

  1980s – even more so if one is overawed by the official version of the country’s history. Half a billion people have been pulled out of extreme poverty by economic reforms. The number

  of migrant workers who have added to the global labour force in the last three decades is put officially at 211 million. Forty million small and medium-sized enterprises (SMEs) employing 160

  million people have sprouted across the country.




  Eighty million Chinese belong to the Communist Party – 20 million people apply to join annually and the CCP runs 2,000 schools to ensure that cadres are told how to align remnant Marxism

  with the market. The People’s Liberation Army (PLA) has 2.28 million active troops (compared to 1.58 million for the US) plus 1.5 million paramilitaries and 800,000

  reserves. The Agricultural Bank counts 320 million customers and 440,000 staff.




  Chinese smoke 38 per cent of the cigarettes consumed globally; more than a million people die each year from smoking-related illnesses but the government is loath to crack down seriously because

  it gains 9 per cent of its annual fiscal revenue from the state monopoly and tobacco taxes. An estimated 35 million Chinese are learning to play the piano. Since pork is the preferred meat, the PRC

  contains 55 per cent – or 500 million – of the world’s pigs; the average urban resident eats the equivalent of one pig a year. It is also home to the world’s biggest fish

  processor. China produces 6 billion condoms a year and state media report 13 million abortions annually. Cinemas, many of them equipped to show 3D films, open at the average rate of three a day,

  with the industry forecasting 40 per cent annual growth to put China on a par with the US by 2020; Hengdian studios in Zhejiang province is the biggest open-air lot on earth. The former Portuguese

  colony of Macau, having returned to Chinese sovereignty in 1999, has raced ahead of Las Vegas in its gaming turnover, which tripled between 2008 and 2011.




  The size of the population in the municipality of Chongqing – 32 million – is greater than that of Peru, Malaysia or Iraq. A plaque at the West Lake restaurant in Changsha, capital

  of Hunan, proclaims this to be the biggest eating house in the world, with 5,000 seats and 1,000 staff, including 300 chefs. The top television talent show attracts audiences of 400 million. There

  are 3.3 million retail outlets across the country. The leading online commerce site, Taobao, has 370 million users and registers as many as 48,000 trades a minute. Newspaper circulations total 50

  billion a year.




  Tailbacks on the road between Beijing and Inner Mongolia, which is used by 70,000 vehicles a day (three times the planned capacity), stretch for 75 to 100 miles and involve thousands of trucks

  carrying coal to the capital. The death toll on China’s roads is officially put at 65,000 a year, but may well be considerably higher. There are also half a million cases of drunk-driving

  annually – when, in 2011, drunk-driving was made a criminal offence, 7,000 police armed with teargas were deployed in Beijing to catch offenders. A book on the teachings of Confucius sold 10

  million copies. The National Museum in Beijing, the largest on earth, contains a million cultural relics in nearly 200,000 square metres of floor space. The capital is

  estimated to have more than a million dogs and 200,000 stray cats. At 6 to 7 million, the number of blind people in the PRC is greater than the total population of Denmark or Finland. Annually

  China carries out more executions (1,718) than any other nation; 68 crimes are punishable by death, increasingly by means of lethal injection rather than the old practice of shooting (for which the

  dead person’s family might incur a charge for the bullet).




  China, a unitary state inhabited overwhelmingly by people of the Han race, is a continent rather than a country. It is the third-largest nation on earth (some way smaller than Russia but only a

  little behind Canada) and borders a dozen other countries. Its mainland stretches 3,400 miles from north to south and 3,100 miles from east to west, with 2,700 miles of coast from north-east to

  south-west. Its longest river, the Yangtze, runs for 4,000 miles from the Himalayas to the sea beside Shanghai. The Yellow River, cradle of Han civilization, whose floods have earned it the name of

  ‘China’s Sorrow’, flows through nine provinces on its 3,400-mile course to the coast south-east of Beijing.




  The legacy of the tectonic crash that raised the Himalayas 35 million years ago and the geographical size of today’s China combine to breed diversity, with terrain ranging from the paddy

  fields of the south to the vast stony deserts in the north and far west, from the wheat belt of the centre-north to some of the highest mountains on earth, including Everest. It houses an

  unequalled variety of flora and fauna: China contains 30,000 species of plants (compared to 17,000 in all North America). Climate conditions vary enormously. Yunnan in the deep south-west is

  semitropical. The Pearl River Delta is cloyingly humid and the ‘three furnaces’ of Nanjing, Wuhan and Chongqing along the Yangtze are searingly hot in the summer. In the north, in the

  words of an early-twentieth-century book on China that remain as true today as then, ‘in winter it is cold as death itself, and great hurricanes of northerly winds sweep over the country

  chilling man and beast till they cannot move. There is but little spring, and by May the winter cold is exchanged only for a burning dry heat which sends the thermometer above one hundred

  degrees.’




  Droughts and floods alternate. Nature is not kind. Three of the ten costliest (in terms of deaths and financial loss) natural disasters since 1995 have been in the PRC.

  The Sichuan earthquake of 2008 killed at least 68,000 people and the 250,000 death toll of the Tangshan earthquake in northern China in 1976, as Mao lay dying, made it the worst of the twentieth

  century. On a lesser but still murderous scale, more than 1,000 people died or were missing in floods and landslides in central China in the early summer of 2011. In 2009 severe cold weather

  brought southern China to a halt and caused damage of 100 billion yuan. The cost of natural disasters in 2010, when China suffered 178 earthquakes of a magnitude of 5 or above, was put at 534

  billion yuan.




  China’s variety makes it home to an array of rare species, and, of course, to the panda, which the World Wildlife Fund has adopted for use as a symbol. Beijing regularly loans the animals

  out to foreign zoos in a diplomatic exercise that has led critics to brand those who are beguiled by the PRC’s hospitality and favours as ‘panda huggers’. But the panda policy in

  the animals’ home province of Sichuan took questionable forms before recent efforts to ensure their preservation, the results of which remain to be seen. Economic growth has eliminated or put

  at extreme risk endangered species, especially those prized for their supposed restorative properties. For 800 yuan per plate, specialist restaurants serve ‘mountain-cat meat’ –

  the flesh of tigers – while bears kept in ‘crush cages’ have their gall extracted to be sold to traditional medical suppliers. For all the outcry that such practices arouse,

  demand and tradition keep the trade flourishing. If nature is not kind in China, the country’s people can be brutal towards wild places and the animals that live there. There is, in general,

  little time to stop and consider the effects. Like the bicycle riders who no longer dominate the streets of China’s cities, keeping up the velocity of forward movement is the prime concern

  – all the way from the top leadership to those far below who aspire to get on to the escalator of material improvement in this mega-nation on speed.
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  RIDING THE RAIL
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  The speed of development has brought a great jumble of old and new, rich and poor. The high-speed train station at Changsha is a temple to modernity with its seven dedicated

  platforms, huge marble-floored concourse and airy skylight ceiling. But when I passed through in 2010 a man in faded jeans and a torn T-shirt was poking through an enormous mound of fetid rubbish

  piled up at the entrance to the car park, which is itself vast and was almost entirely empty. The exit barrier did not work. Outside we drove past a muddle of half-finished buildings and crumbling

  hovels – and, sat on the pavement, a four-poster bed on which a pile of vegetables had been deposited.1




  There were more piles of rubbish below a sign reading ‘Caves Maître Vin’ (complete with circumflex) and then the road narrowed to two lanes as it passed a sprawling wholesale

  market selling wood, coal and every kind of metal goods. A huddle of small factories in the process of being demolished led to a four-lane highway (soon to be expanded to eight) with signs, in

  English, warning ‘Rear End Colusion (sic) Keep Space’ and hoardings advertising a housing estate, adorned with a depiction of a stagecoach driven by a man in a top hat. At the

  toll booth a soldier wearing camouflage uniform and helmet with a rifle held in front of him watched the vehicles pass through.




  The town of Zhuzhou is an industrial sprawl, with its factories belching smoke and new tower blocks covered in green netting sprouting along the main roads, a Kentucky Fried Chicken outlet and a

  small sex shop nestled between a bank and a clothes shop. A smaller road with a cracked surface led into what was, in the 1920s, the heartland of the Communist Party in this part of China and later

  became the scene of savage fighting between landlords and peasants that may have awakened the taste for violence in the province’s most famous son, Mao Zedong.




  The county town of Lining, a centre for ceramics, had seen better days. The road here was lined with tumbledown structures, heaps of bricks for buildings that were never erected, stagnant ponds

  and disused workshops. Suddenly, around a corner, a clump of new residential blocks appeared, with a filling station offering bottles of ‘C’est bon’ water with our petrol. But on

  closer examination the white tiles of the new buildings’ facades had become discoloured by rusting fasteners and pipes below them. Dongbao village was more upbeat, with its ‘Sunlight

  Resort’ round a little lake. Posters by the roadside extolled the virtues of birth control. Then we turned off along a dirt track and, for no particular reason, stopped briefly at a small pig

  farm with two satellite-television dishes on the ground by the door. The farm was run by a woman whose adult family members had gone off to work in the city, leaving her to look after a gaggle of

  small children as well as the pigs. Her house was made of compacted clay; it was twenty-five years old but could have been there for centuries. On one wall of the otherwise bare bedroom were photographs of the film star Jet Li torn from a magazine and an advertisement for Starlight City entertainment centre.




  Trucks lumbered by, sending up clouds of dust from the red earth. By a dried-up riverbed opposite a paddy field tended by an elderly man in a white singlet and knee-length trousers was another

  of the myriad haphazard piles of garbage dotting China. This dump contained chunks of wood, stones, bricks, roof tiles, plastic bags, processed-food wrappings and a single discarded glove. A

  chicken strutted round looking for pickings. We drove on behind a truck loaded with steel bars for one of the many tentacles of the high-speed train network that epitomizes better than anything

  else China’s rush to move ahead, its adoption of foreign technology, the power politics of development, the taste for immense infrastructure projects, the corner-cutting and the consequent

  dangers.




  At the end of the track, in a hollow below verdant hills, 300 migrant workers from Sichuan were digging tunnels for the high-speed track that will one day cover 1,200 miles from the city of

  Kunming in the far south-west to Shanghai on the east coast. Nearby, a makeshift cement plant had been built on a slope to supply more than thirty tunnels and bridges being constructed for the line

  in this county alone. The supervisor wore a T-shirt with the English invitation ‘We can have a picnic – all can come’.




  The tunnel workers, organized by a contracting firm from Fujian, would be in the area for a year completing their tasks. They were living in prefabricated cream-and-blue dormitories that moved

  with them from project to project. Their earnings were equivalent to what they would earn in a factory in a coastal manufacturing region, but with little here on which to spend their cash most of

  it was being remitted back to their home villages to pump up rural incomes or being added to savings. The workers employed the time-honoured technique of inserting dynamite into holes drilled into

  the rock then retreating to a safe distance as it explodes, but their foreman was also using satellite tracking to ensure that the tunnel followed a straight line. The heavy lifting was done by

  machines – Swedish and Japanese, plus one from China’s own Sany group. Groups of workers sat around playing cards or chatting by the stream running down the hillside, which was clogged

  with debris and refuse – plastic bottles, discarded playing cards, empty noodle and cigarette packets, drinks cans, paper, sacks, gloves, bricks and plastic eating

  utensils.




  The air was filled with dust. Piles of steel girders lay by the opening in the hill. A short, smiling, bespectacled quality controller from the railway authority walked round making notes on a

  clipboard while men in yellow hardhats and gloves welded the struts of the tunnel. An elderly man in a faded army uniform watered a grass slope with a hose: as the foreman explained, they were

  contractually obliged to leave the area as they found it – besides the tunnel, of course.




  Below, sat in the sun, were the family of foresters who had the lease on the land where the railway was to run – the father with swept-back hair and a grey suit; his brother in a blue

  tracksuit. The mother was drying chilli peppers in big wicker baskets. Boxer shorts and Y-fronts hung on a washing line alongside a designer top with its brand name, Hengis, picked out in spangles.

  The family collected site refuse to sell off for recycling; several sacks already stood filled with empty drinks cans. The tunnel manager told me they had been well compensated and would probably

  move to a nearby town soon. Their home had a rock floor. A refrigerator stood in one corner of the main room and photographs of Mao and other early Communist leaders were pasted to the bedroom

  wall. On the floor were carrier bags decorated with images of film stars and the cartoon character Hello Kitty.




  China’s railways lagged behind its economic development for much of the first decade of this century. They carried a quarter of global freight and passenger traffic on 6

  per cent of the world’s lines. Single tracks meant long delays. During the boom year of 2007 it was quicker and cheaper to bring coal from Australia by sea than to carry it by rail from the

  fields in Shanxi in the north to the power stations and factories on the south-eastern coast.




  Then came the high-speed programme, forming a major element in the government stimulus package launched to pull the country out of the economic dip of 2008 as the global financial crisis hit

  demand for exports and domestic measures to fight inflation proved too effective. The programme had been in the making for several years but now became the icon of China’s ability to quickly

  do things that would take far longer – or would not be done at all – in the West; it was rammed through by a combination of political will, mobilization of

  state-investment funds and the evolution of what is known as ‘indigenous re-innovation’.




  This latter element demonstrated perfectly what is involved for countries and companies offering their technology to get into the huge market on the China mainland. When the State Council

  decided, in 2004, to lay plans to develop the railway system it invited submissions from European, Japanese and Canadian manufacturers who would work in joint ventures with Chinese firms. The first

  bids submitted by companies such as Siemens, Alstom, Kawasaki and Bombardier were turned down – and reconsidered only when they included offers of more technology to be shared with their

  mainland partners. The dedicated high-speed network went into operation in 2008 between Beijing and the port city of Tianjin; at the end of 2009 the first long-distance line opened, covering 600

  miles between Guangzhou in the south and Wuhan in the Middle Yangtze region with a stop at Changsha.




  The station in Guangzhou is like an airport terminal, light, airy and very clean, with marble floors and fifty platforms. There are green and brown armchairs in the waiting section for

  first-class passengers. Free bottles of water are handed out by attendants in blue uniforms. The eight-coach train has speedometers in each carriage and people take photographs when the needle goes

  past 200kph. Though fares are high, the passengers are a social mix: business people alongside workers, the apparently affluent alongside the apparently ordinary.




  The track burrows through mountains, woods and bamboo forests that once separated Guangdong from the rest of China, following the route into Hunan taken by the National Revolutionary Army in

  1926 when it marched out of the south under Chiang Kai-shek to establish its government in Nanjing. There are poor villages and small industrial clusters on either side of the track. Then comes

  Hengyang, where the Chinese fought a gallant rearguard action against the Japanese in 1944, and Changsha, where Chiang had his teeth fixed at an American hospital before moving on to take the three

  Yangtze cities now grouped in Wuhan. It is here that the high-speed line ends for now, in another vast station built outside the city at the heart of a new development

  zone. In time, it is due to run all the way to Beijing.




  By the end of the first decade of this century the domestic joint-venture partners had not only absorbed sufficient foreign technology to enable them to complete most of the

  job themselves, but had also started signing contracts to build and supply high-speed links elsewhere: first in Saudi Arabia, then between Ankara and Istanbul, followed by a 600-mile double-track

  line in Kazakhstan. They are now also bidding for work in Brazil, Iran, Russia, Algeria and the USA (if plans materialize there) as well as to create a line through Laos and Thailand to Singapore

  and a rail link across the Darien Gap in Colombia between the Atlantic and Pacific coasts as an alternative to the Panama Canal. China sold 228 trains to Malaysia and signed an agreement with

  General Electric to produce rolling stock for potential US high-speed lines. When Prime Minister Wen Jiabao visited Britain in 2011 there was much talk about his country doing the work on a link

  between London and Birmingham. In a nice twist, PRC railway firms filed international patents to protect their ‘indigenous re-innovation’ techniques.




  Chinese managers insist that they introduced genuine innovations, but the trains on the Beijing–Shanghai line which began operating in 2011 are very similar to those made by one of the

  joint-venture partners, Kawasaki of Japan, whose executives told the Wall Street Journal that there had just been a few tweaks to the external paint scheme and interior trims and a

  beefed-up propulsion system for the highest speeds. ‘How are you supposed to fight rivals when they have your technology and their cost base is so much lower?’ one Japanese manager

  asked the newspaper.




  Investment in the emblematic railway system increased by more than 70 per cent in the two years of the initial stimulus programme and the Five-Year Plan for 2011–15 earmarked 2.8 trillion

  yuan to develop the system further to take total lines from 56,000 to 74,000 miles, half of it double-track and 60 per cent electrified.




  Long an adjunct of the army, the Railways Ministry ran like an autonomous fiefdom – with two million employees, its own 70,000-strong police force and a courts system employing 7,000

  staff, including judges who are retired train conductors with no legal training. Expertise in rail matters was not a prerequisite for its senior figures; for a time it was

  headed by a senior cadre who had been Deng Xiaoping’s bridge partner and who subsequently went on to run the Communist Party’s Propaganda Department. The Ministry acted as both operator

  and regulator and laid down rigorous rules for staff; in addition to the appearance requirements already cited, the regulations stipulate that female attendants on high-speed trains must be able to

  speak English (a qualification not apparent on several trips I have taken), weigh less than 60 kilos and be between five feet five inches and five feet seven inches tall (height is used elsewhere

  as a benchmark in China – for example, there is a rule that children under four feet tall get free admission to historic sites).




  Spending on railway infrastructure nearly tripled between 2004 and 2007 with 95 per cent coming from the state. The Five-Year Plan covering the period from 2005 to 2010 provided for spending of

  more than one trillion yuan on railway development to match the massive building of highways since the 1990s. The broad need to bring the different areas of China closer together made a major

  expansion of the rail network an obvious target for the boom in state spending decided in 2008 to combat the downturn in the economy. The two big state construction companies, China Railway Group

  and China Railway Construction, as well as makers of rolling stocks and station facilities were assured of huge orders as China set out to show once more that it could do anything it wished to

  faster than anywhere else on earth, drawing on government funding without worrying too much about the financial return on capital.




  The man in charge of this, Railway Minister Liu Zhijun, was an autocratic figure in his late fifties who ran his department very much on his own terms. He held Cabinet rank and did not answer to

  the supposedly integrated Ministry of Transport. A native of Wuhan, he insisted that the first long-distance dedicated line should be built between there and Guangzhou instead of in northern China.

  His brother, said to be a member of the ‘Wuhan railway mafia’, was convicted of embezzling 40 million yuan and received a suspended death sentence for arranging the murder of a man who

  had crossed him.




  The expansion in the 2008 infrastructure-stimulus programme of the fast passenger network from 7,200 to 10,000 miles was not enough for Liu, who presided over the

  laying of almost double the scheduled amount – including the completion of the 820-mile route between Beijing and Shanghai – in only three years at a cost of 240 billion yuan. Speeds

  were increased as high as 300kph, 50 per cent above the 200kph ceiling laid down by foreign technology suppliers. Fares rose and luxury VIP carriages were introduced, with special seats at the

  front of the train to maximize the thrill of speed. Stations as big as airports sprouted, with marble halls and huge vaulted glass roofs. The minister became known as ‘Great-Leap Liu’

  in keeping with his motto of ‘Seize the opportunity; build more railways, and build them fast.’ What he said went: ‘It was difficult for the law to curb him,’ a transport

  expert commented. Despite the accelerated development of the track and the trains, drivers received just ten days’ training – compared to six months or more given in Europe and Japan.

  When safety concerns were raised (for instance about speeds or the quality of concrete used on the track bedding), the Ministry said it had found 68,634 problems and solved 98 per cent of them in

  short order.




  Then, in February 2011 Liu hit the buffers. He was dismissed after being accused of having skimmed off up to 1 billion yuan in bribes and to have worked in collusion with a ring of contractors.

  With him went his lieutenant, Zhang Shugang, the engineering pioneer of the new technology. The National Audit Office disclosed that sixteen construction firms had submitted 1,297 fake invoices

  worth 324 million yuan in connection with work on Beijing–Shanghai line, that bidding for contracts had been rigged and 189 million yuan stolen. It was found that borrowing by the Ministry

  had rocketed from 670 billion yuan in 2008 to 1.98 trillion yuan two-and-a-half years later. The Communist Party newspaper, People’s Daily, lamented ‘an extremely large waste

  for the nation’. The State Information Office ordered media not to ‘hype’ the case and to make no mention of Liu’s eighteen mistresses. In May 2012, the Communist Discipline

  Commission announced that Liu had been expelled from the Party for ‘serious disciplinary violations’ and leading ‘a corrupt life’ by taking big bribes and colluding with the

  Chairwoman of an investment company to funnel contracts her way. His gains were confiscated and he was handed over to the judicial authorities for prosecution. In a sign

  of the changed atmosphere, informed sources said the Ministry’s police were being merged with the regular force and its law courts with the general judicial system.




  Liu’s fall was not simply a matter of ambition and graft run wild. His independence had become unbearable for the central government. As we will see, high-level anticorruption cases

  usually involve a political element: accusations of graft are used to unseat powerful figures who fall foul of the leadership. In Liu’s case, he was not only doing his own thing but also had

  links with the group of politicians from Shanghai whom Hu Jintao was seeking to marginalize.




  His successor, Sheng Guangzu, who had established his credentials for cleaning out stables during a major investigation into smuggling and corruption at the turn of the century, called a safety

  review and said the emphasis would shift from ‘leapfrog development’ to ‘sustainable development’. Speeds were cut; the trains on the Beijing–Shanghai route ran

  without the carriage speedometers that were a feature of the Guangzhou–Wuhan line. Fares were reduced and first-class compartments were replaced with more egalitarian seating. People buying

  tickets were required to give their real names and the number they could buy was limited in order to fight scalping (which had caused discontent during the peak Chinese New Year holiday in 2011). A

  choice of trains at various velocities was also introduced on some runs, as customer satisfaction took priority over devotion to technology. At the end of 2011, ten officials in northern China were

  sacked for fraud involving railway bridges built with gravel and garbage in the place of cement.




  Then, at night in late July 2011, came the crash. One high-speed train had lost power outside the eastern city of Wenzhou and another ran into the back of it. As well as the 39 reported

  fatalities some 200 people were injured. The initial explanation given was that a freak bolt of lightning had disabled the electronic system that should have warned the oncoming train. But similar

  power losses had been recorded on the track between Beijing and Shanghai and the lightning-bolt story soon dissolved as evidence pointed to a software fault in the signalling system.




  The State Information Office told print and online media to keep stories off front pages. ‘Do not report the accident too frequently,’ it instructed. ‘Report moving stories

  about people donating blood or taxi drivers not taking fares from victims. Do not investigate the cause of the accident [. . .] from now on use the headline “Great

  Love in the Face of Great Tragedy”. On television, provide the relevant information but be careful of the music used.’ There was great public anger at what appeared to be an official

  attempt at a cover-up that included blaming the weather rather than a mechanical fault, trying to bury the carriage in which most people died and offering the families of victims quick compensation

  deals on condition that they kept quiet.




  One independent-minded newspaper, the Economic Observer, defied the censors to publish an eight-page special report entitled ‘No Miracles in Wenzhou’, with a commentary in

  the form of a letter to a two-year-old survivor whose parents died in the accident. This included such statements as ‘there were two completely different images of China: one blossoming in

  the midst of the people, the other hidden in officialdom’, and ‘if every fact we seek becomes a secret, we’ll never know the truth. If we keep giving up halfway in our pursuit of

  dignity, we will never be treated with dignity.’ The popular tabloid Beijing News ran a page querying the way in which the disaster had been handled. Even People’s

  Daily was moved to observe that ‘China needs development, but not “blood-smeared GDP”.’2
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