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Abstract: The article discusses the elements and essence of the "economic miracle” of Chinese
society. As a result, the reasons, factors and conditions were identified, according to which the
country not only retained political and economic integrity, but also acquired the highest rates of
economic development. Great results have been achieved in the country's economic growth. It was
noted that the Chinese economy does not stop in its development.
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China's economic miracle is a term used to describe the country's
impressive and rapid economic growth that began in the late 1970s
and continues to the present.

So how did the term come about? What is the miracle of China's
economy?

Chinese people by 1978 Deng Xiaoping® Under his leadership, he
realized the need for urgent economic reforms in the country.
Because the planned economy that formed the basis of the Chinese
economy began to stagnate. Since the late 70s, the Chinese economy
has been based on market relations. These reforms created broad
conditions for foreign investment and included the creation of
special economic zones. It was necessary to find solutions to such priority issues as the
introduction of market mechanisms, giving more freedom to the private sector, and improving the
conditions for business.

One of the main objectives of the reforms was to overcome stagnation and modernize the
economic system. Of course, since 1978, China has undergone extraordinary institutional changes,
which have shown their effectiveness in promoting its economic growth and improving its
international status. It has achieved systematic and gradual institutional changes. The reforms
carried out have significantly changed China's economic system. However, the structure of its
political system has remained largely unchanged. China is still a one-party state, largely relying on
the Communist Party?.

In 1977, Deng Xiaoping focused the government's attention on the fact that the most important
indicator of the country's economic development is productivity, and the important factors are
professionalism and results. The country's scientists, scholars, and scientific development have
also been promoted as an integral part of China's future economic growth. In contrast to the policy

'Note: Deng Xiaoping is a Chinese state, political and party figure. The initiator of China's economic reforms.
A person who played a significant role in transforming the country into a part of the world market. He was never the
head of the country, but he was the de facto leader of China from the late 1970s to the early 1990s. Deng Xiaoping
became the author of a new way of thinking, developing the principle of "socialism with Chinese characteristics".

2Skorikov V.V., Mansur D.N. Put the People's Republic of China to the economy. // Economic and social-
humanitarian research. 2022. No. 1(33). S. 84-93.
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of the Mao era, the government has now begun to set realistic goals. This is due to the
government's desire to achieve faster economic indicators. In 1978, the Communist Party of China
supported this policy and adopted it at the Third Plenary Session of the Eleventh Central
Committee at the end of the year. This session became an important event in Chinese history.

Deng Xiaoping was offered the position of leader of the Communist Party, but he declined and
was replaced by Chairman of the Military Commission. From that moment on, there were no
political obstacles to Deng Xiaoping's new reforms. The middle of 1981 was marked by the
Chinese government's decision to continue the modernization of the economy through systematic
and gradual actions, based on its own policies, taking into account China's specific characteristics
and the level of resources available in the country.

The goal of economic reforms was to combine the capitalist and communist models of economic
development, develop a market system, and reduce the system of state control.® The government
controlled the reform process. The reforms were implemented gradually: first, they were carried
out as experiments in certain regions of China, and only after their successful implementation,
innovations were introduced at the state level.

The new economic policy was aimed at "opening" China to the world community: the government
planned to maximize cooperation with other countries in the economy, investment and trade.
Soon, China became more attractive for private investment, internal labor mobility of the
population increased, goods from other countries began to enter China, which increased the supply
of consumer goods and services. The population had the opportunity to travel both within China
and abroad. Significant changes also occurred in personnel policy: Deng Xiaoping emphasized the
importance of promoting talented, capable and highly qualified personnel to leadership positions,
which led to improved indicators in all areas of the country's life.

The first stage of economic reforms: 1979-1984. This period was marked by the modernization
of the economy in the following areas:

» agro-industrial complex;

» military complex;

» industrial complex;

» development of science and technology.

The reforms began with changes in the agricultural sector. At the first stage, the Government set
itself the task of stabilizing the development of agriculture and industry and increasing exports.
Since agriculture is of great importance to China, the basis of the country's economy, reforms
began precisely in this sector. At the initial stage, laws were adopted that created the basis for
decentralizing decision-making and a fair distribution of resources.

Enterprises were to make investment and production decisions independently, not on the
instructions of the party, and decisions were to be based on economic, not political, grounds.
Because according to Deng Xiaoping's ideas, the economy should be aimed at stimulating the
economic system and developing economic responsibility. Now the government has not switched
to supporting uncompetitive and loss-making enterprises through preferential lending.

According to the content of the reforms, the collectivization of land plots was stopped and the land
was transferred to the private ownership of farmers. At the same time, a contractual form of
harvesting was established (peasants were required to sell a certain percentage of the harvest from
their land to the state, and the rest was to be left for their own use). This policy made it possible to

3 Wang Xiaoqit,;ERed plum"PopulationBonus"EffectShould be in the middleCountryEconomic
growth//Economist(Wangxidoqin, wanghongméi. "Rénk u hongli" xidoying y zhdngguo jingji zéngzhing // jingji xué
jia). 2007. Vol. 1. No. 1. S. 104-110.
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increase the level of development of the agricultural sector by 25% in 10 years.*. After these
measures were tested in agriculture, they were later applied to all sectors of the economy.

The next direction of the reforms was to increase productivity by setting double prices for
manufactured goods. Enterprises were allowed to set prices above planned quotas and sell goods
at both planned and market prices. In 1980, a system of production responsibility was also
adopted, which allowed a separate group of (non-state) enterprises to be managed independently.
This decision was revolutionary, because previously the communist government had not allowed
privately run enterprises to operate.

The reform era was marked by increased economic freedom. China saw a shift in corporate
ownership, with more and more enterprises becoming private enterprises and moving away from
state control. Foreign businesses were allowed to operate on its own territory, that is, within
China. For the first time since the early 20th century, China attracted foreign investment, and
special economic zones such as Shenzhen were established. These zones were free from
bureaucracy and state interference, and later became major centers of economic growth.

A vyear later, an industrial zone was established in Shenzhen, which was a kind of experimental
area, the experience of which was later spread throughout the country. State-owned companies
became less important economic entities. At the same time, about 60 percent of the goods and
services produced in the country are produced by the private sector. During the period of
modernization of the economic system, China created a favorable environment for foreign
investment, as a result of which foreign enterprises opened up, in addition, the level of openness
of international trade increased significantly, and its structure also changed: China became a major
exporter of technological goods, and their quality also improved compared to the past. China also
significantly increased the level of its direct and foreign investment.

The second stage of reforms: 1984-1993. The government continued to reform the economy as a
whole. In 1985, the state weakened control over prices, as well as privatization of loss-making
state-owned enterprises, and the government transferred control over the economic growth and
privatization of the public sector to regional leaders. The first joint-stock commercial bank and a
similar insurance company were established in the special economic zone. As early as 1984,
several cities in the PRC were open to foreign business. Supporters of conservative policies
insisted on finding a balance between liberal market economy and protectionism.

In 1989, China experienced protests over corruption and inflation. As a result, some reformers
were removed from their positions. They were seen as a threat to the implementation of further
reforms. Despite continued economic growth, economic problems continued to arise in the public
sector. This was due to the large losses incurred by the state budget, which harmed the economy.
Gradually, the private sector began to be recognized by the Chinese government. As the private
sector emerged as a complement to the public sector, and later as an important part of the country's
economy.

China's reform and opening-up policies, which began in 1992, have become more widespread. The
original goal of the leadership at the beginning of the reform was still to adopt policies that would
promote China's rapid economic development. Now, serious attention has been paid to scientific
and technical development and creation of highly qualified workforce. This means that the
Chinese economy has been able to achieve the economic indicators of developed countries,
because the economy in developed countries is directly dependent on technological progress and
highly skilled professionals.

The third stage of reforms: 1993-2005. The country underwent a number of radical reforms in
the 1990s. Initially, the conservative part of the government supported the reforms, but later they
realized that the government needed to control big business. The conservatives used their power to

4Skorikov V.V., Numman M.D. Put the People's Republic of China to the economy. // Economic and social-
humanitarian research. 2022. No. 1(33). S. 84-93.
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regulate the market and reduce the negative consequences of capitalism for those who did not
benefit from the free market.

Some industries remained in the state economy sector, with the state continuing to be responsible.
However, another round of privatization took place in 1997-1998, resulting in the liquidation of all
state-owned enterprises. Monopoly companies were an exception. By 2004, the number of state-
owned companies had been reduced by almost 50 percent, tariffs and trade barriers had been
reduced, the banking system had been completely reformed, and China had joined the World
Trade5 Organization (WTQ). In 2005, China surpassed Japan to become the largest economy in
Asia.>.

The fourth stage of reforms: 2005-2012. Hu Jintao, a representative
of the conservative circles of the government, came to power. He
began to reverse the reforms, starting with Deng Xiaoping's
egalitarian policies. The state directed resources to regulate the health
sector, increasing subsidies for it, but stopped the privatization
process. In the construction sector, the government pursued a loose
credit and monetary policy, which led to the emergence of an
economic bubble, which in turn led to a threefold increase in real
estate prices. The main "donors" of state investments were state-
controlled companies, which became competitive in the global
economic market. In 2009, China became the second largest economy
in the world.

The fifth stage of reforms: 2012 - 2020. During this period, Xi Jinping® The CCP administration
under the leadership of Xi Jinping implemented a series of economic reforms. Some of the
reforms were aimed at strengthening control over enterprises, and the number of companies under
state control increased, as can be seen in Figure 1. In order for the Communist Party to regulate
their activities, many companies had to change their corporate regulations. This also applied to the
Hong Kong Stock Exchange. However, the state also stopped supporting unprofitable state-owned
companies. The open economic policy continued.
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Figure 1. A comparative analysis of the dynamics of state-controlled and non-state-
controlled enterprises in China’

5 Yang Gonggi.Government businessFor enterprise:ChinaEconomic miracle One solutionRelease//East China
Economic Management(Yanggongqi. Zhéngf xingwéi qiyé hua: Zhongguod jingji qiji de yi zh ng jiéshi // huddong
jingji gudnli). 2008. Vol. 22. No. 8. S. 20-24.

®Xi Jinping is a Chinese politician, party and statesman, general secretary of the Communist Party of China.
Since 2012, Xi Jinping has been the current leader of the Chinese state.

’Source: Wind info China www.wind.com.cn
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In 1978, China's total foreign trade was 9.8 percent of GDP. But after 1978, this ratio increased
continuously. It reached 60 percent in 2003 and continues to grow today. In 1988, according to
World Bank estimates, China's gross exports accounted for about 14 percent of GDP, and in 2008,
this figure was about 40 percent®. This means that China is mainly exposed to macroeconomic
risks.

A large part of China's exports are based on the processing of imported components. The flow of
foreign direct investment has greatly contributed to the development of China's opening-up. China
has become a major global recipient of foreign direct investment during the reform period..

The absolute volume of foreign direct investment in China continued to grow in the 1980s. The
influx of foreign direct investment into China brought many advantages to the country:

» he brought with him new systems of business management;
» helped transfer modern technology to China;
» It provided China with foreign exchange and expanded its access to foreign markets.
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Figure 1.Dynamics of investment projects in China from 1979 to 200410,

By the end of 1985, the country received almost 4.5 billion US dollars from abroad. During this
period, revenues from the service sector (hotels, restaurants, shops) dominated. The transition to
an open economy was also gradual, and, as noted earlier, began with the creation of special trade
zones. In the first stage of reforms, the government focused on creating a favorable environment
for attracting foreign investment and creating joint projects. Gradually, more and more foreign
investment came to China and more and more investment projects were implemented, as can be
seen in Figure 2.

8 THE WORLD BANK ANNUAL REPORT 2008 [Electronic resource].
URL:https://openknowledge.worldbank.org/bitstream/handle/10986/7524/462560WBAROOEN 1ry0Sept020
080English.pdf?sequence=1&isAllowed=y (data processing: 17.12.2021).

9 chénzongshéng, lidéfd. néishéngnoéngyejishujinbudeér yuanjingjizéngzhangmoéxing — dul "dongyaqiji"
hézhonggudjingji Reinterpretation // Economic Research.(Chénzongsheng, lidéfd. Nei shéng nongye jishu jinbu
de ér yuan jingji zéngzhang moéxing — dui "dongya qiji" hé zhonggué jingji de zai jiéshi // jingji yanjita) 2004.
No. 11.S. 16-27.

10 Data source: MOFCOM FDI Statistics.
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Another important part of China's transition to an open economy has been its increased foreign
direct investment. This strategy is aimed at expanding China's market presence, facilitating the
transfer of new technologies from abroad, and ensuring access to imported raw materials.
Secondly, it can also affect China's foreign policy. For example, China is a major oil importer, and
its oil exports are also growing. The result of the country's 30 years of reforms and opening-up
policies has been the largest economic growth. Most companies and enterprises in the agro-
industrial complex have been privatized. However, the government continues to control some
sectors of heavy industry. The private sector is expanding in finance, telecommunications, oil, and
other key sectors of the economy. Pricing policies have also been liberalized.

Economic growth also affected the living standards of the Chinese population, which were
improved by reforms. Poverty has almost disappeared in the country's large cities, and in rural
areas, as can be seen in Table 2, it has decreased to a minimum. Economic reforms have sharply
increased inequality in China, which is explained by the reduction of the state's influence in many
sectors of the economy. Some Western scholars believe that in order to reduce inequality, the
government should have begun to re-control and regulate the economy. In turn, Chinese scholars,
on the contrary, have been inclined to a more liberal policy in the economic sphere and have
advocated the privatization of monopolistic state-owned enterprises.

During the years of reform, the tax and banking systems were completely transformed. Some
banks were transferred to a commercial basis, but a number of banks remained state-owned and
participated in the implementation of the government's economic policy. The state abolished the
official exchange rate and introduced a market-regulated exchange rate. All of the above factors
indicated that the reforms were being successfully implemented and that they were having a
positive impact on the Chinese economy.

In conclusion, our study of China's “economic miracle” shows that the phenomenon of the
economic miracle did not appear in China by chance: before it, the country had a series of crisis
periods that prompted the government to reconsider economic policy and change its methods of
implementation. The economic direction changed and the transition to a market economy was
preceded by years of collectivization. The government under Mao Zedong implemented the "Great
Leap Forward" policy, which consisted in achieving unrealistic goals in a short period of time. As
a result of this policy, famine and crisis occurred. This was followed by the “cultural revolution™.
In 1966-1976, large-scale repressions were carried out, universities were closed, and cultural
objects and heritage were destroyed.The country lost many highly qualified specialists, which
harmed the development of industry, agriculture and technology. All these events became the
basis for changing economic policy and initiating new reforms. According to the results of this
study, it can be concluded that the reforms helped to improve the economic situation in China,
increase the well-being of the country's population, reduce the number of poor people and almost
eliminate the absolute poor. China's openness has changed its position on the world stage and
made the country attractive for foreign capital and investment, and China, in turn, is an important
investor for other countries. All economic indicators have grown since the beginning of the reform
and opening-up policy, which has brought China to the economic leading position among Asian
countries, overtaking Japan and making it the second largest economy in the world.

In short, the reform and opening-up policy in China continues today. China is a powerful player
on a global scale, and by some economic indicators, for example, China's share in world GDP is
just over 18 percent, and it is a leader in coal, iron ore, and timber extraction. According to many
experts, if the PRC government continues this policy, the country's economy will develop rapidly,
and by 2028 China will become the world's largest economy.
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