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(Chen 2000).

(Chen 2000) explains the key points of the success of the People’s China way to market concurrency. It indirectly shows why the privatisation way to market failed everywhere in the world: privatisations do not mean creation of competition but they simply superpose to the pre-existing situation. The conceptual and practical differences between competition and privatisation should be evident, although an insistent propaganda for selling the latter as it were automatically the former was accessory to the destabilisation of relevant world areas, destabilisation was successfully achieved by the apparent panacea of privatisations. It is sufficient to look at the Russian case, but also at the 1990s Italian one. 

The way to the economic [self-]destruction was tried from world dominant powers also relatively China. (Chen 2000) remembers that: “[…] the Chinese communist government […] has rejected the foreign advisors’ suggestions for sweeping privatisations as its fundamental reform strategy.” [Chen 2000, p. 213]. 

For (Chen 2000): “In the reforming practice, the problem in many transitional and developing economies is perhaps that much faith was put on the pursuit of ideal market and governing institutions, but not much attention was paid to the reality of the given existing institutional environment (Ce and Qian, 1998)” [Chen 2000, p. 237]. 

Aspect generally removed from analysts is that these “ideal market and governing institutions” are not at all what really exists, or tendencially exists, in the centres of economic development and success, the Anglophone area. The same (Chen 2000) seem astonished that the ideal way does not work while a different one does, and it seems to assume privatisations as central instead of accessory aspects of the passage from underdevelopmentalism to developmentalism. In fact it seems to justify that anyway privatisations are achieved: if the point is development, one should check whether development is achieved be it without or with privatisations. China is the exception relatively to the privatisations wave. Not casually, it is the only relevant successful passage from practically stagnating State economy to sustained development and without foreign serfage and colonisation.  

Instead of beginning with privatisations, People’s China began creating and developing competition. People’s China created institutions, including markets, and these institutions led, with proper incentives, to greater competitive pressures: 

“[…] many small changes induced by the competition may cumulate to result in an ‘endogenous reform’ in the economy. When fiscal constraints are hard, actors in China’s economy have an incentive to innovate. One important way in which they have innovated is by changing the property rights of the firm.  

“The co-existence of various organizational forms and property rights in a prolonged period during the reform era in fact serves as a kind of lubricant to reduce the friction caused by replacing one economic system for another. As illustrated in this book, when local community government leaders and firm managers make their decision to select a more appropriate contractual form for a given firm in the various stages of the reform, they are actually making rational response to a changing economic environment with unambiguous objective of efficiency improvement and transaction cost reduction. […] The difference in the economic performance of China versus the rest of the reforming world is in some part related to this fundamental difference in reform strategy.” (Chen 2000, p. 209).

Market development leads also to privatisations (where collective property is overwhelming), instead of the opposite. Privatisations are consequently not the illusory way to market but a useful way for overcoming the inefficiencies of direct State and collective management of enterprises, where these inefficiencies verify. Privatisations are not the negation of State and collective intervention in economic development. They are simply the removal of a function not really proper of State and other public entities, function frequently States and other public entities exercises badly. A State has, if it wants, better range of tools for leading economic development than the direct property of enterprises.     

Evidently, Chinese developmental centres well understood [or anyway empirically well deal with] these aspects. So, they followed, according (Chen 2000) the way of:

1) creation of institutions (market included), with 

2) consequent greater competitive pressure, by:

2a) hard fiscal constraints, which produced incentive to innovate,

2b) the change of the property rights of the firm, change which was an

important way of  innovation.

For (Chen 2000), in China, a series of cumulative small changes resulted in an endogenous reform. Actually, also massive privatisations are an “endogenous reform”, although at different level, and with different meaning and results.    

For (Chen 2000): “Privatization or other fundamental property rights reform has never been the core reform objective of the Chinese leaders. On the contrary, they were resisted by the central government, at least explicitly. To safeguard the authority of the communist government and political stabilisation, the central government affirmed on the dominance of public ownership (state ownership and collective ownership) against private ownership. They declared that markets must function within the socialist framework. Therefore, the substantial rapid growth of the collective ownership dominated TVE sector is a unique experience of China, since ‘in no other transitional economy has public ownership played such a dynamic role’ (Naughton, 1994b). 

“Furthermore, in Eastern Europe and the former republics of the Soviet Union, property rights privatization is a reform strategy pursued by the governments, and in many cases opposed by economic agents at the ground level. This is because the ‘insiders’ fear loss of income, power, or benefit during such institutional innovation (Brada, 1996). Whereas in China’s reform practice, as demonstrated in this book, the property rights innovation in rural collective enterprises is in fact initiated at the ground level by rural community government leaders and firm managers.” [Chen 2000, p. 211]. 

In China, one sees “[…] the property rights structure of TVEs as the rationale of local communities in response to the institutional environment with imperfections both in market and in government. During this process, it was the central government which played a passive role. […] The central government’s original reform pursuit of letting market forces play a role in stimulating production increase while defending the fundamental features of the socialist system (i.e., keeping the public ownership dominance) was forced to gradually give way to permitting non-publicly owned economic entities compete with publicly owned ones. In the meantime, the government had to reluctantly accept the fact of an evolving organizational form in the direction of privatization in the collective ownership dominated TVE sector.” [Chen 2000, p. 212].

“Due to the hierarchy existing in China’s domestic industrial sector, enterprises are heterogeneous and exhibit systematic difference in technological capabilities, cost structures, and institutional arrangements. State-owned enterprises enjoying favorable treatment under the centrally planned system have superior technical capacities, but are subject to greater restriction from institutional constraints; at the same time, collective enterprises as TVEs are generally at a disadvantage in technology, but are least affected by institutional limitations. When the Chinese government implements partial reform measures that reduce entry barriers and lower the cost of many types of transactions as observed in China’s reform practice, these initiatives have a differential impact on the opportunity sets available to different groups of firms. The state-owned enterprises, on the other hand, were allowed to keep a portion of their profit to augment their efforts in taking full advantage of available resources. Meanwhile collective urban enterprises or TVEs, on the other hand, were enabled to obtain inputs and other resources to adopt new technologies and to produce substitutes that could compete with state-owned enterprises’ products on the markets. This is due to the relaxation of restrictions on resources allocation throughout the enterprise hierarchy.” [Chen 2000, p. 215].

The relevance and complexity of these questions, and the influx policy decisions have on the evolution of an economic system needing to overcome its backwardness, permit to reflect on the essentiality of preserving political stability and strength. Without it, interested advisors and agents can easily destroy development possibilities, and even the previous levels of welfare reached from countries and world areas, as western colonialism generally did. 
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