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Abstract

This research uses a case study of Xinjiang to challenge China’s reform by addressing the
problems rooted in its partiality and regionalisation. The reform started in the field of
political administration and toleration of decentralisation and marketisation in the economic
sphere has generated economic prosperity in some regions. But economic reform was not
necessarily accompanied by political transformation. Most characteristics of socialism have
been retained, including political discretion and economic bailout. Both are regarded as
major causes to economic weakness in some sectors and some provinces. The central
argument for the continuation of the partial reform is decentralisation of decision-making to
the local political state, enabling local government to give a “helping hand” in facilitating
change. But the partiality of the reform drives local governments in those regions with
political sensitivities to become a “political defender”, holding back the progress of the
reform there. Such unbalanced and unparalleled developments amongst the regions and
institutions has create imbalances in provinces such as Xinjiang, challenging the success of
China’s reform overall. In politically sensitive regions, the Communist Party has retained an
administrative stranglehold and development has stagnated, not only calling into question the
sustainability the reforms but also potentially threatening China’s unity and political stability.
The thesis uses Xinjiang, which is politically very sensitive, because of its ethnicity and

strategic resources, to argue this point.
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K-H-K
MS
NGO
NIC
NSB
PCC
PLA
POE
PRC

Agricultural Gross Output Value

Association of South-East Asian Nation

Added Value of Industry

Budget Constraint

One Black and One White (and One Red)

Collective Ownership Enterprise

Chinese Communist Party

Chinese Ethnic Autonomous Constitution

China Petroleum Corporation

China Petroleum and Chemical Corporation

Coastal Open City

Central People’s Congress

Cultural Revolution

Dividing Revenue Refers to Local Sharing Income
Receiving Subsidies in the Dividing Revenue Arrangement
Economic and Technologic Development Districts
Field Army

Foreign Direct Investment

Five-Year Plan

Gross Domestic Product

Gross National Product

Great Islamic Circle

Gross Industrial Output Value

Great Leap Forward

Guomindang: the Nationalist Party

General Secretary

Golden Tian Shan (the Xinjiang Tian Shan Woollen Textile Limited
Company)

Hard (Hardening) Budget Constraint

Increasing Capital/Output Ratio

Kashigar-Hotan- KizilsuKirghiz Autonomous Region
Receiving Subsidies with Various Rates of Funds from the Centre
Non-Government Organisation

Newly Industrial Country

National Statistical Bureau

Production and Construction Crop

People Liberation Army

Private Ownership Enterprise

The People’s Republic of China
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RC
RG

SBC
SBI

SC
SEOZ
SEZ
SOE
SOR
T&C
TFP
TNSEZ
T&M
™
TVE
VAT
WDP
XAPG
XARPC
XCPC

XPCC
XPG
XSB
XSSA
XTS
XUAR
Yi

Revolutionary Committee

Red Guard

ReMinBi: yuan, Chinese notes ¥14 = £1 (2006)
Soft Budget Constraint

State’s Budgetary Investment

The State Council

Special Economic Open Zone

Special Economic Zone

State-Owned Enterprise

Sharing Overall Revenue

Transportation and Communication

Third Front Program

Tian Shan Northern Slope Special Economic Zone
Transportation and Communication

Transport Ministry

Township and Village Enterprise

Value Added Tax

West Development Project (Programme)

The Government of Xinjiang Uyghur Autonomous Region
Xinjiang’s Autonomous Regional Party Commission
Xinjiang China Petroleum Corporation

Xinjiang Military District

Xinjiang Production and Construction Corp
Xinjiang People’s Government

Xinjiang Statistical Bureau

Xinjiang’s Social Science Academy

Xinjiang Tian Shan Woollen Textile Limited Company
Xinjiang Uyghur Autonomous Region

Youth League
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Chinese Terms

Bayi

Bianzhi
Bingtuan
Chantou

De

Ding e shang jie
Ding e feng chen
Ding e feng chen jia zeng
zhang feng chen
Ding e bu zhu
Erdos

Feng zhao zhi
Haier

Ji

Karez
Kuangkuang

Neng

Oing

Qingdao

Qui tong cui yi

Renmin

Shang jie e di zeng bao gan
Shou ru di zeng bao gan
Tiaotiao

Yi zhao chi fan
Yuan (¥, RMB)
Zili gengsheng
Zhang Yu

Xinjiang’s Bayi Iron and Steel Co.

Employees on Chinese state’s payroll

Xinjiang Production and Construction Crop

“Turban”: stubbornness

Integrity

Fixed quota remittance without an annual adjustment

Fixed rate of revenue remittance but rates varying regionally
Fixed rates of revenue remittance with growth adjustment

Fixed central subsidies

Inner Mongolia’s Erdos Woollen Textile Limited Company
Eating in separate kitchens: separation of financial responsibilities
A manufacturer of Shandong local state’s owned enterprise
Achievement

A ancient irrigation system in Xinjiang

Area refers to horizontal bureaucratic administration from region
to region and from unit to unit

Competence

Diligence

A beer brand

Allowing differences for common good

The people

Fixed quota remittance with growth adjustment

Increasing revenue sharing with a certain growth rate

Line refers to vertical bureaucratic administration from upper-unit
to sub-unit

Eating in one kitchen, refers to: financial centralization

Chinese currency ¥8.5 = $1; ¥14 =£1

Self-reliance

A wine company in Yantai, Shandong province
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Chapter 1 Introduction

1.1 Significance of the Research

This research, using a case of Xinjiang, China’s north-western province, tries to reveal the
particular problems fostered by China’s partial reform in which a restructuring of political
institutions has not accompanied economic decentralisation. The shortcomings in China’s
reform have resulted in an unbalanced development between China’s coastal and inland
regions, especially those with large ethnic minorities, such as Xinjiang, in which the local
political state could not act independently to facilitate economic reform. The inequality in
regional development, combined with institutional uncooperativeness, challenges China’s
partial reform and her national stability. In this respect, the thesis attempts to address the
problems that have emerged in the middle and recent period of reform in order to debate its

fitness for purpose and its sustainability.

China has undertaken major economic reforms for nearly three decades now since 1978 and
her policies are usually seen by outside observers as flexible and gradual, with rapid
economic growth generated by economic decentralisation but with political institutions that
have not experienced such a rate of change. Therefore China’s reform is rather different from
the “shock therapy” of most of the former socialist countries in Eastern Europe, which relied
on advice from prestigious western scholars, such as Kornai (1986, 1989, 1990, 1992, 1997,
2000, 2002). In fact China’s reform has been constantly criticized as by no means “a
transition strategy” (Kornai, 1990: p.130) in which “economic returns remain at the mercy of
political predation™ (Montinola, Qian and Weingast, 1996: p.50). It has been said that “the
incompatibility of market allocation with state ownership” (Walder, 1996: p.5) will always
allow the occurrence of soft budget constrains (SBCs), a familiar cause of failure in socialist

economies (Mont