


China's explosive transformation from a planned economy to a more market-oriented one over the past three decades owes much to the charismatic reformer Zhu Rongji. His pragmatism and strong work ethic have been key forces in China's drive to greater modernization and global stature. He served as the mayor and party chief in Shanghai from 1987 to 1991, as vice premier of China from 1991 to 1998, and then as premier until 2003. The monumental collection in this volume and another published in 2013 brings together, for the first time in English, over one hundred important speeches, articles, letters, and instructions written during Zhu's terms as vice premier and premier, when he had major responsibility for fulfilling Deng Xiaoping's vision and setting China on a new and fruitful course.

During his time in office, Zhu streamlined government agencies, overhauled the financial sector, restructured state-owned enterprises, and led the negotiations that resulted in China's accession to the World Trade Organization. Through his many conversations with eminent international economists, he sought to learn from the experiences of other countries without uncritically copying their methods. Even as China's economy boomed, he repeatedly warned against destroying the environment in the blind pursuit of growth. The ramifications of these reforms are still being felt throughout China and around the world, and Zhu Rongji on the Record provides a real-time look at policy making during a period of unprecedentedly rapid transition.

These pages also reflect the forthright personality that gained great popularity with the Chinese public. Zhu publicly lambasted substandard construction projects as “tofu dregs,” urged city planners not to build “villages that look like cities and cities that look like villages,” and reminded high-ranking officials to be frugal during their inspection tours around the country. His stated goal was to build an administration that was “clean, diligent, pragmatic, and efficient.”

In addition to revealing the evolution of Zhu's thinking and demonstrating how he helped transform the world's most populous nation, this book provides insight into the course of reform from the 1990s through the first part of the twenty-first century—a period of time that is key to the global order today.

Publication of this English edition of Zhu Rongji on the Record marks an important milestone in Sino-U.S. cultural exchange and a significant contribution to greater understanding between the world's two largest economic powers.
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ZHU RONGJI served as mayor of Shanghai from 1987 to 1991, was China's vice premier from 1991 to 1998, and served as fifth premier of the People's Republic from 1998 to 2003. Between 1993 and 1995 he served concurrently as governor of the People's Bank of China. Henry A. Kissinger was U.S. secretary of state from 1973 to 1977. Helmut Schmidt was chancellor of West Germany from 1974 to 1982.







[image: images]

Being congratulated by Jiang Zemin on being named Premier by the first session of the Ninth National People's Congress on March 17, 1998. (Photograph by Wang Jianmin, Xinhua News Agency)
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Chairing and speaking at the first plenary meeting of the State Council in Zhongnanhai, Beijing, on March 24, 1998. At right is Li Lanqing, Politburo member and Vice Premier. (Photograph by Liu Jianguo, Xinhua News Agency)
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Responding to questions from Chinese and foreign reporters at a press conference during the first session of the Ninth National People's Congress on March 19, 1998. (Photograph by Zhao Yingxin, Xinhua News Agency)
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Delivering the “Report on the Work of the Government” at the second session of the Ninth National People's Congress on March 5, 1999. (Photograph by Ju Peng, Xinhua News Agency)
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In conversation with Jiang Zemin at the opening of the third session of the Ninth National People's Congress in the Great Hall of the People on March 5, 2000. (Photograph by Wang Xinqing, Xinhua News Agency)
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In conversation with Hu Jintao at the opening of the 15th Congress of the Chinese Communist Party in the Great Hall of the People on September 12, 1997. (Photograph by Lan Hongguang, Xinhua News Agency)
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Group photo of the State Council leadership on January 27, 2003. From left to right: Ismail Amat, Luo Gan, Wen Jiabao, Qian Qizhen, Zhu Rongji, Li Lanqing, Wu Bangguo, Chi Haotian, Wu Yi, and Wang Zhongyu.
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On an inspection tour of Jishou University, Jishou, Hunan Province, on April 7, 2001.
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SPEECH AT THE FIRST PLENARY SESSION OF THE STATE COUNCIL1

March 24, 1998

Last night I barely slept, thinking about today's speech. Because this is a plenary meeting of the State Council, I had earlier asked the State Council Research Office to draft a speech, which since then has been revised several times and commented on by all the Vice Premiers and State Councilors. It is a very comprehensive draft, but I'm not going to read it today. It will be printed and distributed to all of you. Instead, this is an impromptu speech for which I take full responsibility. Consider it for your reference only.

I'd like to focus on three topics: (1) the most urgent issues to be resolved this year; (2) reforms of government agencies—if this is not handled well now, the stability of our entire society and the normal operations of government will be at risk; and (3) the need for a major change in the style and mode of work in this administration—without such a change, we won't be able to accomplish our mission. However, I'm going to discuss these issues in reverse order, starting with the State Council's style and mode of work.

Transforming the Government's Style and Mode of Work

Colleagues, the first session of the Ninth National People's Congress clearly has great expectations of our administration, and the media both at home and abroad all place great hope in it. We must therefore ask how we can achieve the weighty task that the people have entrusted us with. I expressed my true feelings in this regard at the press conference at the conclusion of that first session.2 Subsequently, many comrades asked me, how come you didn't leave any wiggle room at all in your remarks? They raised the question out of concern for me, in that they felt these things could not be accomplished, not even in five years, let alone three. So why did I say that? Because I feel deeply that this administration is being given a historic opportunity as it moves between two centuries, a chance not only to carry on what has come before but also to open up the way forward. If we were to pass up this opportunity, it would be hard for China to achieve things in the next century.

So far, the reforms and opening up initiated by Deng Xiaoping have achieved unprecedented success, the two administrations led by Li Peng have created good macroeconomic conditions, and our nation's economy has become quite strong. All this has laid a good foundation for our future work. But many latent crises are brewing in our country, which may erupt at any time. I don't mean a crisis of government—the collective leadership of the Party Central Committee with Jiang Zemin at its core is strong and united and can steer us through even the most complex situation. Those of you engaged in economic work all know that the problems in this sphere are very serious right now, that people are dissatisfied with us in many respects.

In particular, our officials are corrupt, there is disparity between the rich and the poor, some grassroots officials lord it over others, some senior officials are too bureaucratic and have little regard for the interests of the people—all this has left the people very dissatisfied! The one thing they are still satisfied with, however, is the economy: it continues to grow, prices are falling and not rising, and there's no problem with maintaining basic living standards. If this administration doesn't enact basic reforms aimed at existing shortcomings and lay down a good foundation, it will indeed be hard to achieve much in China into the next century.

I'm the oldest person here, and of those present today, even the “young” ones are no longer young. Having worked for several decades, we have a profound understanding of how hard it is to transition from a planned economy to a socialist market economy. We know, too, the shortcomings of a planned economy. Therefore we have to come up with a relatively good way to gradually resolve [these] and transition to a genuine socialist market economy. We need those of you here who are familiar with both the old and new systems to assume positions of leadership. However, we can't simply promote the good talkers, who can reel off a lot of theory but fail to understand conditions in China or the way its economy has been operating for the past few decades—that would be very dangerous. Instead we need young and capable officials, and once we identify them we should let them rise to the top, perhaps even promote them to a second-in-command position to train them and prepare them for promotion. But this cannot be done in a single step—you need to use a bit of authority to resolve these problems.


Chairman Mao was the core of the first generation of leaders, and Deng Xiaoping was the core of the second generation. Now we have established the third generation of collective leadership with Jiang Zemin at its core. It is leading us as we navigate the domestic economic waters without the slightest volatility. It was a great blessing for the Chinese people that there was not even a hint of it when Deng Xiaoping passed away. One might say that this administration brings together some of today's best leading cadres. I'm not saying this team is perfect, but the consensus both in China and abroad is that this team is quite dependable, capable, experienced, and able to cope with complex situations. We should all feel satisfaction and pride at being part of this transcentury leadership team.

When I said that a “minefield” and an “abyss” lie before this administration, I was not the least bit mistaken, though of course we will avoid such pitfalls. But it's going to be very tough to do so! Colleagues, from this day on, we are “a single entity bound together by fate.” You must be determined to “jump” into the abyss with me! Actually, not to jump in, but to find clever ways to overcome the various obstacles before us, to avoid all the dangers and pitfalls, till we triumphantly reach the other side of the course. Let us bind our fates together and with a strong sense of responsibility complete our tasks as quickly as possible, so that we may be accountable to the people.

We must strive hard and govern well and make this a clean, efficient, and “cheap government,” in the sense ascribed by Marx. In The Civil War in France, he took the phrase to mean a lean, low-cost government that does not waste the sweat and blood of its people. We must lead by example and become this sort of government; otherwise we won't accomplish this task. It won't work to go on as we have been doing. Each and every one of us, starting with myself, and you, comrades—who have hundreds of thousands or millions following you—must lead by example and be a role model. If the leadership team of the State Council, including all of us here, can do this, we will be able to reverse the current bad trends in society.

I'd like to mention a motto that may be of some help here—one that I put my faith in as soon as I took up my post in Shanghai: “The people respect me not because of my ability, but because of my fairness.” That is to say, people respect my authority not because I have such great abilities, for even if I were more capable I wouldn't necessarily be better than others. They accept my authority because I am fair in my dealings. “Officials do not fear my sternness, they fear my probity.” Officials below me aren't afraid of me because of my sternness, they're afraid because I'm not corrupt, because there's no shit on my ass. If I can walk tall and sit straight, I can dare to expose your bad behavior. “From fairness comes light, and from incorruptibility comes authority.” You can only understand things clearly if you are fair, and you can only have authority if you aren't corrupt.


I always adhered to this principle when I was working in Shanghai. I constantly reminded myself to be fair, even if I wasn't always able to achieve this. I also strove to be clean—even in minor matters, I made sure to consider whether it was consistent with Party regulations and never risked being careless about it. I made the same demands of those working beside me and of my family members. Also, as my secretary frequently reminded me, it is essential to monitor each other. Provided we all work at it, I think we can change the unhealthy trends in society today.

Let me lay out five expectations in the hope that we will encourage one another to live up to them.

1. We Must Never Forget That We Are Servants of the People. We must serve our people with heart and soul and must not seek special privileges. When the Disciplinary Commission of the Central Committee recently investigated several regions and departments, its inspection teams found a lot of problems. What I hadn't expected was that many of those involved were old friends of mine. Is such disregard of rules and regulations even the least bit appropriate for public servants? Do they think that having climbed to their positions, they can do as they please and enjoy whatever they want? How can we let this go on?!

2. We Must Discharge Our Duties Faithfully and Dare to Speak the Truth. If everyone in this administration were “Mr. Nice Guy,” we'd be letting the people down. We have to be the “bad guys.” Don't think that “our society has now become a society of mediocrities in which no one wants to offend anybody. It's enough that I don't sink to their level.” This sort of thinking won't do. First of all, you can go ahead and offend me. I may not have a lot of forbearance and lose my temper easily. If you argue with me, I might turn red in the face on the spot. But I bear this proverb in mind: “Be tolerant and you will be great; forgo desires and you will be strong.” If you don't crave anything, you will be strong and fear nothing. This is my motto. Although I'm not very forbearing, I never target others and never bear a grudge. The facts prove this. On the contrary, if someone dares to speak up, dares to contradict me to my face, puts me in an awkward position, I'll give such a person important responsibilities. Of course I can't do this with just anyone, especially if he doesn't have the ability. However, I absolutely will not bear a grudge.

To give you an example, Liu Jibin3 of this administration and I once got into a raging argument over the issuance of Treasury bonds. At the time I was very upset with him, and even today I still think that he was wrong. His way of issuing Treasury bonds will not work—didn't last year prove that my method was the correct one? We can't have a market auction—that would force interest rates so high that the nation couldn't afford it. China has a special circumstance—the interest on Treasury bonds is higher than that of bank deposits. What other country in the world has a situation like this? If you have a market auction for Treasury bonds, you'll only be paying high interest to those speculators. But Jibin is a very upright and capable person, and I think it very appropriate to appoint him chairman of the State Commission for Science, Technology, and Industry for National Defense. Therefore, comrades, please set your minds at ease about me. At times, I may lose my temper with you, I may argue with you, I may even say some unpleasant things to you, because “it is easier to change the course of a river than to change a person's character.” It's not that I'm unwilling to change—it's just that I haven't been able to change. But in my lifetime I've only been targeted; I've never targeted others.

We should all dare to offend not only leaders like ourselves, but also those below us. Otherwise, our nation's laws and rules will be ineffective. I place a great deal of trust in you. I'm not afraid that you might seek revenge, but I am afraid that you'll be reluctant to offend others. You must first dare to offend us, then dare to offend those in your charge: you must keep watch over them.

In some departments, section heads are the bosses. When governors and mayors come to call, they won't even bother to look at them—that's not good. This type of behavior can be found at the State Planning Commission, and the locals react very negatively to it. When officials from local governments arrive to submit a report, they'll find a young woman sitting there who won't offer them a chair, let alone look at them. This has become a “dictatorship of the section chiefs”—how can we allow this? I'm not saying that all section heads are like this, just that if there are any, they should be replaced immediately. Such people are not fit to be section heads; they're not true public servants. They should be sent off to learn how to change their attitudes.

3. We Must Govern with a Strict Hand and Not Be Afraid to Offend Anyone. Governing strictly means being more rigorous, and not casually letting things go. This isn't a question of letting a person slip off the hook—it's an institutional question. Otherwise, the fate of our country might “slip away.” As I've just said, many of us are afraid that speaking the truth will give offense, and we're afraid others might be displeased—although it won't be so easy to fool me. We must get into the habit of daring to speak the truth.

4. We Must Be Clean and Honest and See That Corruption Is Punished. Before we can punish corruption, we must be clean and honest ourselves. Otherwise it won't be possible to punish corruption.


5. We Must Study Diligently and Work Hard. We have a great deal to learn about a lot of new things. In the past, we never encountered anything like the Asian financial crisis, so the only thing to do was to learn lessons from it. Our embassies abroad all wired us reports, and I read their analyses of the Asian financial crisis one by one. Although their information was much the same and was copied from newspapers, it helped broaden my knowledge. I read more than 100 telegrams, all the sections of foreign newspapers that dealt with the Asian financial crisis, and at least 3 Hong Kong papers every day—especially the economics pages. If I had not done this, how would I know the state of the stock markets and the price of a barrel of oil? If you don't study, how can you cope with an unpredictable situation such as this? If you don't read reports, don't watch TV, don't read the papers, don't watch Topics in Focus, if you don't know about people's woes and try to understand them, how can you do your work? The most letters I may have signed off on were from the public.

Colleagues, you must care about the woes of our people. You won't know until you've read about them. Many things are utterly outrageous—they make your hair stand on end, and your blood pressure will go up after learning about them. I've been working at the State Council for eight years now, and I deeply feel that it's very easy to come up with an idea. You can come up with many ideas—they can cover heaven and earth, past and present—and you can cite all the classics. It's also not so hard to set a policy—provided you humbly listen to the views of all the departments concerned and draw on the collective wisdom, you can come up with a good policy. But it's very hard to implement it. It's not as if you just write a lot of directives and the people below will faithfully execute them—it's nothing of the sort. The hardest thing is to implement.

One insight I've gained in the past eight years is that to get something done, you won't be able to implement it without convening eight or ten meetings. If you issued a document, it would be considered a success if 20% of its contents were implemented. Without double-checking, implementation just won't happen. Whenever any ministry or commission makes a decision or sets a policy, its people must go down [to lower levels] to check and to implement. You have to talk about it again and again, and think about it again and again.

For a good example, you only have to look at Xinjiang cotton, which received a sizable contribution from our national Treasury. We simply couldn't sell it, and millions of bales were stockpiled in national warehouses. But we couldn't stop buying it, because if we did so the farmers would stop planting cotton. Another problem: because the price of Xinjiang cotton is higher than foreign cotton, everyone wanted to use imported cotton. We had plenty of our own, yet people were going all out to import cotton, and smuggling was rampant. I used economic and administrative measures to deal with this and have lost count of how many meetings we held. Did we implement? Yes, [but] so far, we've only sold several hundred thousand bales of Xinjiang cotton. It's difficult!

Did you see the TV program about the “March 15 campaign?” This was a special report on illegal pyramid sales. What are pyramid sales? It's where one person brings in 10 people, and 10 people bring in 100. They sold fake and shoddy goods and ruined the lives of participants and their families. They sold so-called medical equipment to sick people, causing them to spend every last penny on this. Patients who were still able to stand beforehand wound up bedridden after using this equipment. Meanwhile, some of the people in the sales networks were making several thousand renminbi in only a few days and as much as RMB 10,000 in a month. I felt heartsick after watching this program, and yet Li Lanqing told me that he had issued a directive last year to put a halt to pyramid sales. I was shown the document and agreed with it. Now over a year has passed, but it seems that there's a lot of resistance to dealing with this matter. Wang Zhongfu,4 I'm not criticizing you—a lot of the agencies under the Bureau of Industry and Commerce may not listen to you because they belong to local governments, some of which are very corrupt! But you still have a minor shortcoming. After Lanqing issued this important directive, you still printed up [a document] on the management of pyramid sales—isn't that admitting it's all right not to ban them?

Pyramid sales often touch on local interests, which means that officials as well as unsavory elements of society are all involved in them. Furthermore, if people in the pyramid sales networks try to pull out, they'll be badly beaten. What kind of market economy is this? It's the downright worst sort of feudal behavior. That's why it absolutely must be halted—how can we let it continue to harm people?

When I first started working at the State Council, I was rudely welcomed by the “stock disaster” at the Shenzhen Stock Exchange—the whole country was trading stocks then. In Chengdu alone there were over 100,000 traders. I still have photos taken from rooftops showing mobs of people everywhere—over 100,000 of them speculating in stocks as if they were at a donkey market. Sichuan's leaders asked me, “What shall we do?” My answer: you must decisively put an end to this; that is, it must not be allowed.

And how can you end it without firm resolve? Colleagues, you must implement, implement, and implement again. After sending down documents, if you don't follow up on their implementation by checking in person, very few people will pay any attention to you. Right now, the heads of some of our companies and officials in some localities who are in charge of economic work are both ignorant and bold. They know nothing about economics, yet blindly give directions as boldly as can be.
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Chairing and speaking at the first plenary meeting of the State Council on March 24, 1998. Attendees included Politburo Standing Committee member and Vice Premier Li Lanqing (second from right), Politburo members and Vice Premiers Qian Qizhen (fourth from right), Wu Bangguo (first from right), and Wen Jiabao (fifth from right), and Politburo member, State Councilor, and Secretary of the Central Political and Legal Affairs Committee of the Party Central Committee Luo Gan (sixth from right). (Photograph by Liu Jianguo, Xinhua News Agency)

With these companies, you won't know what's going on until you check, but once you do you'll be shocked. The ones reported to me are all billions of renminbi in the red. The China Rural Development Investment Trust Company, for example, has lost RMB 6.8 billion, and the Everbright International Investment Trust Company RMB 5 billion. Recently, the head office of the China Nonferrous Metals Industries Corporation was speculating in international futures. It was speculating wildly on the London Futures Exchange, to the shock of foreigners. Later realizing that the corporation housed a pack of bunglers, they targeted it, and in the end it lost $770 million—that's RMB 6 billion. Isn't that a crime against the people? And the banks were accessories to the crime.

The China Nonferrous Metals Industries Corporation borrowed money from abroad for its speculating and faced no limits, which is entirely against the rules. Who provided the guarantees? The Hunan branch of the Bank of China. That branch's president must not only be fired, he must never be allowed to work in banking again. As I see it, he should be put in jail. Even the head office of the Bank of China can't give guarantees like that, let alone a provincial branch. The leadership team is extremely important. It's these half-baked people we should be afraid of. If you say he doesn't understand the subject, he can still go on and on talking about it and even say a few sentences in a foreign language, making your head spin. In fact, he knows nothing whatsoever yet is bold as can be on the surface. That sort of person must be replaced! Don't be afraid to offend people.

We are a “single entity bound together by fate.” If we encourage each other, support and help each other, we can become a role model for the entire nation's government system. Hence we must jointly agree to “Three Ground Rules.”

The first ground rule is that when we make inspection tours around the country, we should travel light. That is to say, we should reduce the size of our entourages, do away with formal greeting ceremonies and not have company for meals, greetings, or sendoffs. We should take the lead. When the State Council's premier, vice premiers, and state councilors go on inspection tours, they should bring along only one person ranked higher than vice minister, and at most one department or division head from the other related agencies. Many problems basically can't be solved at lower levels, so there's no need to bring so many people. Otherwise, we wouldn't have enough vice ministers to go around. The State Council has [only] so many vice premiers—how can they accompany everyone? Don't send big gangs of people down and let them wine and dine—that will be a bad influence on the ethos there. All the provinces and municipalities are doing this right now, and people are grumbling about it. There's too much wining and dining, so I'm adding one more thing: don't have company for meals, and don't greet and send off. Regarding company for meals, the rule was very strict when I first arrived at the State Council—we were asked not to have company. In the end I had no way out, so I agreed to do it only once. When I first arrived at a locality, the provincial Party secretary and governor would have one meal with me. Then they started dining with me once upon arrival and again when I was about to go back. Now I feel we can no longer keep compromising—we should all eat on our own. What's the point of getting together? It's gotten so that if you have something to discuss, you won't be able to discuss it, and the whole thing becomes very crass. Lanqing says let's publish this rule in the papers, because then we can all say that this is a State Council rule and we don't want to violate it. Actually, it's enough just for a single provincial leader to accompany us. When we go down we're representing the government, so the provincial Party secretary needn't keep us company.

The second ground rule is that we must simplify meetings. We need to shorten the time they take, reduce the number of participants, and avoid fancy hotels and famous scenic spots. We can have our meetings in poorer places. Then everyone can visit the poor, so we can demonstrate that the State Council cares about the people.

The third ground rule is that we have to cut down on the “whirlwind of meetings.” Other than the activities centrally organized by the Party Central Committee and the State Council, leading members of the State Council generally should not attend meetings convened by various departments, local governments, or units. We have to cut down on this trend of having meetings about everything, speaking a lot of empty words, and in the end still getting nothing done. For ministry meetings organized by the State Council where the minister is to make a speech, you can report to the vice premier or state councilor in charge ahead of time, get their opinions in person, and then just attend the meeting. In the past, a lot of our time was soaked up by these meetings, and it was impossible to think about the issues.

We have to make one more rule about certain activities. Leading members of the State Council must not participate in activities like receiving guests, posing for pictures with people, giving out prizes, cutting ribbons, or attending publication ceremonies or film premieres. We must stop cutting ribbons—what are leading members of the State Council doing at such activities? In other countries, serving officials don't do these kinds of things. Apart from activities centrally organized by the State Council, in general we shouldn't get involved. We also mustn't send congratulatory letters or telegrams to all sorts of working meetings at the various agencies, and we mustn't write inscriptions or sign autographs, except for [security signatures on] envelopes. This rule only applies to all of you here. We should focus our energies on studying and handling major issues, particularly on investigating at the grassroots level and determining the actual state of affairs.

At the moment, it's very hard for us to see what is really going on when we visit. The locals arrange everything in advance, but if we suddenly change their arrangements, we can spot problems right away. Henceforth we must think of some way not to warn them of an impending inspection and decide what we want to see once we're there. That way the locals won't have time to deceive us. Otherwise we won't be seeing the true situation, and the policies we set won't accord with reality. We must encourage each other to live up to these “five expectations” and “three ground rules.”

On the Reform of Government Agencies

The time has come to devote a considerable amount of energy to this subject. The head of each ministry must personally take charge. Otherwise the agencies won't be able to carry out their normal work, and there'll be big problems: rockets won't be launched and planes won't be able to fly. We must keep work attitudes of departmental staff stable, must elevate their thinking, and give them a sense of security—this is a very important matter. However, you absolutely must not fail to seriously implement the reform out of these considerations, nor should you reform half-heartedly—that is impermissible. After this conference, all departments will have to start drawing up plans immediately to determine three things: functions, job descriptions, and numbers.

If functions aren't defined, departments will keep passing the buck to each other. If job descriptions aren't determined, we can't determine personnel numbers. This matter must be given priority. The vice premiers and state councilors in charge of the various departments will be responsible for this work, and they must deal with it personally. The task will be particularly difficult for several agencies having overlapping functions—notably the State Planning Commission, the State Economic and Trade Commission, the Ministry of Foreign Trade, and the State Commission for Science, Technology, and Industry for National Defense. In principle, each function should be handled by only one agency and not by several. To the greatest extent possible, the State Planning Commission should help the State Council come up with ideas on major issues such as macroeconomic controls, paying timely attention to the balance of the total national economy and overall trends. It should be less involved in concrete work.

The next focus of attention should be staffing positions and staff numbers. We have already resolved to cut the total staff of the State Council by half. The State Council must take the lead in this. The number of vice premiers has been reduced from six in the previous administration to four; state councilors from eight to five, and two of them even have double portfolios. The number of deputy secretaries-general at the State Council has been cut by half, from ten to five, and the [State Council's] staff by half. Without a 50% reduction of the State Council's staff, the ministries will refuse to follow suit. We need a highly efficient State Council. Unless we downsize, we can't be efficient; we'll just keep getting involved in things we shouldn't be involved in and keep passing the buck.

After streamlining the agencies, it will be somewhat easier to build a clean government. Right now it takes money to get anything done. Even Ministry of Finance officials who are in charge of fee collections want money, and recently some people have even requested money for annual enterprise inspections. The fiscal and tax agencies are very unpopular at present, particularly the tax bureaus directly responsible to the central government—you need to go down there and inspect the situation. The greatest public outcry is directed at law enforcement agencies that break the law and most likely harbor corruption in their units.

To put it bluntly, public security and judicial agencies are too much to take, as one can see from an episode of Topics in Focus reporting on how fees are collected on a certain stretch of road in Shanxi Province. The traffic police wear military overcoats, and as soon as a vehicle approaches, they order the driver to stop and give him a ticket for RMB 60. If the driver shows the slightest sign of objecting, they immediately increase it to RMB 120, and if he still objects, it's RMB 240. Isn't that gouging the people? What kind of law enforcement agency is that? Jia Chunwang,5 I'm now about to give you a “tough job”—hand over all your toll-collecting to the Ministry of Transportation, and have the Ministry of Public Security get out of this business. Although you'll lose a very considerable sum of extra income, the state can consider giving you more subsidies in the future. We can discuss this further, but the work of collecting tolls must be given to the Ministry of Transportation. We must enact a policy of “separate channels for collections and expenditures” in all our work, so that those who collect the money are not in charge of using it.

As soon as possible, the State Council's various departments must each define their functions, and once the rules are in place, nobody should be allowed to break them. We must try our best to start operating normally by the end of the year—some ministries might be able to do it sooner.

What will happen to the half of the staff who will be moved out? These people are also precious assets, and we must make proper arrangements for them. Those who cannot be assigned jobs immediately should first be assigned to targeted learning and continue to receive their wages and subsidies as usual. Of the 30,000 or more working in central government agencies, 54% are under the age of 40, so they can still learn. I am asking Song Defu6 and Chen Zhili7 to talk this over and come up with a master plan for training and study. We must work meticulously on their morale and let them play the greatest possible role.

As I understand it, officials in our government agencies aren't too uneasy right now and are mentally prepared to move elsewhere—their income might even be higher afterward. Everyone, please get a firm grip on the reform of government agencies—we must win the first battle, and under no circumstances can anything go wrong. Also, we mustn't create misunderstandings. Some people have told me that they heard that publicly supported institutions are also going to trim half their staff, and that enterprises directly controlled by ministries will be doing the same. How is that possible? If that were the case, where would our outplaced staff go? If enterprises laid workers off or placed them elsewhere, it would be because productivity is poor and cannot be improved without cutting staff. We're talking about the placement of government agency staff.

We only have one expectation of publicly supported institutions—that their subsidies be gradually reduced. Although the educational system can't survive without “imperial rations,”8 it has to get rid of excess personnel. Some research units will also have to cut some support staff; otherwise they'll have a hard time raising the pay of the researchers. Reforms and adjustments are indeed needed at enterprises and publicly supported institutions under the various ministries, but we didn't ask them to trim their staff by half. We have to make this very clear, or else it will lead to unnecessary panic. I expect that some problems will arise in the course of reforming government agencies—please report these in a timely way.

Regarding This Year's Work

Presiding over yesterday's meeting of the Party Central Committee's leading group on economics and finance, Jiang Zemin made an important speech in which he agreed in principle with our report on urgent current tasks and instructed us to focus on implementing it. Our report was basically concerned with the “One Assurance, Three Implementations and Five Reforms” that I had described during the press conference at the end of the first session of the Ninth National People's Congress.

1. Ensure That This Year's Economic Growth Rate Reaches 8%. Why must we ensure 8%? Because right now we're riding a tiger and can't dismount. The Ninth Five-Year Plan has set the rate at 8%, and if we fail to reach that, the public will lose confidence. Our tentative assessment is that it shouldn't be too hard to realize 8% growth this year—if we work at it, it can still be achieved. But there are two things we absolutely must not do:

—First, the banks must not loosen the money supply and we mustn't produce goods that are simply stockpiled—that would be tantamount to “suicide.”

—Second, we mustn't try to “do it big and do it fast,” and start up redundant construction projects.

Right now we do need to do some infrastructure construction projects, but we can take that in a broader sense to include agriculture, forestry, waterworks, railways, highways, new technologies, and upgrading existing enterprise technologies, as well as large-scale housing development. We have the wherewithal for increasing investments in these areas because in the past few years our monetary policy was fairly tight and we controlled the issuance of money. Now we can have a bit more bank credit lending, particularly because our foreign exchange reserves this year won't grow as quickly as they did last year. As of the end of February, our foreign exchange reserves didn't grow and even shrank a bit, which correspondingly reduced the amount of renminbi locked in by the forex. Last year [the forex reserves] grew by $100 million a day, but this year they've ceased to grow and have even shrunk a bit.

2. Lower Bank Interest Rates. Tonight we will announce that the bank interest rate will drop by 0.6%. This will lighten the burden on state-owned enterprises (SOEs) by almost RMB 30 billion a year, which will help SOEs improve their production. At the same time, it might lead to a reduction in bank deposits, but the long-term interest rate hasn't dropped, only the short-term rate, so the impact shouldn't be too great.

3. Encourage Reemployment. The key to reforming SOEs is reemployment. The publicity departments haven't done enough in this area and need to do more to change people's views on choosing jobs. Financial arrangements have long since been made for the funding of the “three-thirds” system,9 and the finance departments of both the central and local governments have reserved a portion of their money to ensure the basic living standards of laid-off workers in the period before reemployment.

This afternoon, Wu Bangguo and I will be going to the Northeast as Jiang Zemin has entrusted us with convening a meeting of the Party secretaries, provincial governors, and the autonomous region chairmen of three provinces and one autonomous region. That is a preparatory meeting for the national conference on reemployment work, and we'll be listening to the participants’ feedback on our plan. In addition, this May we'll convene a national conference on reemployment work. I think that if we clearly explain the issue of reemployment and make proper arrangements, we'll definitely be able to encourage our SOEs to strengthen themselves while putting the minds of the laid-off workers at ease, which will lay the groundwork for our reforms this year.

4. Reform the Circulation System for Edible Grain. This reform is crucial, and we must solve the problem before the summer harvest. The purchase funds of the Agricultural Development Bank must operate in a closed system, and we're preparing to have a conference on the subject this April.

5. Reform the Housing and Health Care Systems. Pilot programs are now under way in all localities. Since each locality has its own ways of doing things, our job is to standardize these, solve some key issues of principle, and push the housing and health care reforms a step further forward. Housing reforms in particular, if matched by [supporting] policies, will be very helpful in reaching 8% growth this year.

Colleagues, we will be working together for five years, and must be earnest and united. The members of the State Council's standing committee are united. We trust you and support you, and you must also believe that we are putting our entire heart and soul into the tasks here. I see no [fundamental] contradictions between us, but there will be differences of opinion, and we cannot guarantee that we will have unanimous views on every question. We have been educated by the Party for many years and will put the big picture foremost, act democratically, and make the State Council's leadership work accord with realities. Will there be contradictions and disunity between the leading members of the State Council? Don't worry—there won't be any! We are entirely unanimous on the big questions, and you needn't have any worries. We are all candid people who speak our minds freely, and the State Council will definitely act democratically and listen humbly to your views.

Under a system now being introduced, we will no longer publish the State Council General Office's “Yesterday's Developments” and will replace this with the daily directives of the leading members of the State Council. We will try to publish these directives within two days—this way, the leading members of the State Council will be able to communicate about developments at any time. I'm still not fully familiar with the work of the other vice premiers yet, I'm more familiar with fiscal and financial work, and even these I don't have great familiarity with. In the future we'll have to solve this [communications] problem, and the leading members of the State Council must learn about each other's work on a daily basis.

We must also maintain consistent positions externally in order to avoid making it hard for those below to do their work. Please go about your work boldly—you have been elevated to leadership positions by the Party after careful consideration, and we both trust and support you. At the same time, I urge you to monitor us without any reservations. Something I can definitely do is self-consciously accept the monitoring of my colleagues.



1. On March 24, 1998, Zhu Rongji chaired the First Plenary Session of the State Council at Zhongnanhai. Participants included the members of the State Council Plenum and leading members of its various agencies, administrative departments, and directly controlled operating units. The official version of Zhu's speech distributed to participants was published under the title “Govern Effectively, Cleanly and Efficiently, and Perform Well the Tasks of This Trans-Century Administration” in Selected Important Essays since the 15th Party Congress, vol. 1 (Beijing: People's Publishing House, 2000). This chapter is based on a recording of Zhu's impromptu speech at the conference.

2. See Zhu Rongji Meets the Press (Oxford University Press, 2011), chap. 19.

3. Liu Jibin was then Chairman of the State Commission for Science, Technology, and Industry for National Defense. From June 1988 to March 1998 he was Vice Minister of Finance.

4. Wang Zhongfu was then Director of the State Administration of Industry and Commerce.

5. Jia Chunwang was then Minister of Public Security.

6. Song Defu was then Minister of Human Resources.

7. Chen Zhili was then Minister of Education.

8. Translator's note: that is, it must be paid for by the government and supported by budgetary expenditures.

9. The “three-thirds system” refers to a State Council regulation regarding laid-off workers who were receiving reemployment services. Their enterprises, society at large, and government finance departments were each to be responsible for one-third of their basic living costs, including those for health care and old-age insurance costs.
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ON THE PROPER REASSIGNMENT, RESETTLEMENT, AND REEMPLOYMENT OF LAID-OFF WORKERS1

March 25 and 26, 1998

The Party Central Committee and the State Council have decided to help large and medium state-owned enterprises out of their difficulties over a period of roughly three years through reforms, restructuring, transformation, and the strengthening of enterprise management. We will also do our best to start establishing a modern enterprise system at the majority of large and medium pillar SOEs by the end of the century. The conditions for achieving this goal are definitely present, and the key is to do a good job of reassigning, resettling, and reemploying laid-off workers.

March 25, 1998

Although laying off, reassigning, resettling, and reemploying surplus staff at SOEs will create temporary difficulties for some workers, this move is fundamentally conducive to healthy economic growth and to all-round social development. Furthermore, it is in the long-term interest of the working class. Handling this job well is an essential requirement of socialism and a responsibility that should be borne by the Party and the government. It has great bearing not only on the success or failure of SOE reform but also on social stability and the consolidation of political power. It is one of our most pressing current tasks. We must take all necessary measures to handle this matter well. I'd like to highlight four issues regarding the reassignment, resettlement, and reemployment of laid-off workers.


1. The Key to Resolving Difficulties of Large and Medium SOEs within Three Years Is Reducing Staff. As facts indicate, there are three main reasons for SOE difficulties: redundant construction, blind
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Zh Rongit on the Record.. ., functions as a case study in practiaal
statecraft. Besause Ching'sreform programwas so sweeping, and the
projects being implemented were of such scale and complecity Zhu
had occasion to reflect on almost every aspect of modem economic
management and social development. The problems addressed in
this book range across industries—railways, coal, finance, automo-
bile manufacturing, real estate—and their relevance reaches well
beyond China. Economists, business strategists, and policymakers
will all find in these pages thought-provoking examples of how o
penetrating mind grappled with one of the most significant reform
programs in modem history:

They will appreciate the creaivity of his proposals, the scope and
ambition of his vision, his resoluteness in crisis, and his strategic
acuity.

Henry A, Kissinger

“Throughout his political carcer, Zhu has always been a man of ac-
tion, eager to implement the next feasible steps of reforms, yet al-
ways doing so with farsightedness. . .. This highly informative col-
lection of specches, minutes, and letters by Zhu Rongji deserves
widespread attention. It is a unique historical document of China's
unprecedented economic evolution over the past few decades. And
it gives a fascinating insight into the political work of Zhu Rongji—
an exceptionally gifted statesman and a dear friend.

Helmus Schmidk

BROOKINGS INSTITUTION PRESS
‘Washington, D.C.
svorw.braokings edu/ press
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