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CHINA 2021: COPING WITH THE RESILIENCE DILEMMA
OF THE CHINESE MODEL

Silvia Menegazzi

Luiss Guido Carli University
smenegazzi(@luiss.it

In 2021 Chinese internal politics were dominated by the domestic economy and the
COVID-19 pandemic. The celebration of the 100™ anniversary of the Chinese Com-
munist Party (CCP) worked well to project the numerous successes of Chinese politics
through history. Yet, Beijing’s insistence on the need to rethink the developmental
path of China’s economic model also demonstrates the extent to which the important
engines that have driven China’s growth in the past four decades must now be di-
verted to an internal dimension. This is the case of the dual circulation strategy and
the common prosperity policy, whose guidelines are envisioned by Chinese leaders and
political elites to transform the country’s existing growth model through a fully fledged
internal rebalancing, and which spared not even the once unscrutinized, cross-border
Sflow of data coming out of China.

Keyworps — CCP centenary; COVID-19; dual circulation; common prosper-
ity; data security governance.

L. Introduction: coping with the resilience of the Chinese model

The year 2021 was meant to be an exceptionally significant year for the
People’s Republic of China (PRC) as it marked the centenary anniversary
of the Chinese Communist Party (CCP). When founded in Shanghai on 23
July 1921, the CCP had just over 13 members, two Comintern advisors and
an informal network of young radical Marxists; today its membership is es-
timated to exceed 95 million, with about 2.3 million new members joining
the organization only in the first half of 2021.! This was also the year during
which the first of China’s two centenary goals (F/>—H4F) - (1) to trans-
form China into a moderately prosperous society by the Party’s centenary;
and (2) to become a strong, democratic, civilized, harmonious and modern
socialist country by 2049 — was accomplished, according to official Chinese
government statements.? Remarkably, 2021 was also the year which coin-

1. Patricia M. Thornton, ‘Party All the time: the CCP in comparative and his-
torical perspectives’, China Quarterly, Vol. 248,Supplement S1, November 2021, pp.
1-15; ‘China Focus: CPC membership exceeds 95 millions as its centenary nears’,
Xinhua, 30 June 2021.

2. ‘Xi declares China a moderately prosperous society in all respects’, The State
Council Information Office, 1 July 2021.
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cided with the inauguration of the 14" Five-Year Plan (FYP) period (2021-
2025), China’s top-level policy blueprint, defined by Chinese media as «one
of the most important documents on the planet».?

At the same time, the year under review was a moment of deepening
global isolation for China, amid growing strategic tensions with the Unit-
ed States (US) in parallel with a worsening of relations with the European
Union (EU). In the past few years, while the EU and the US developed sig-
nificant autonomous strategies to deal with China’s political and economic
challenges, commentators believe that greater cooperation and a harmoni-
zation of approaches are now on the agenda for transatlantic cooperation.*
Though the EU-China Comprehensive Agreement on Investment (CAI)
may still be ratified in the future, analysts believe China’s assertiveness at
the global level has also created space for closer EU-US cooperation and
political will as regards China.’

As far as the COVID-19 pandemic is concerned, China’s Zero-COVID
strategy seemed to prove more successful in containing the virus as com-
pared with other countries. Nevertheless, the control and surveillance meas-
ures of the population, which were pursued by the government through big
data and other physical restrictive measures (lockdowns), further intensi-
fied social discontent. This happened even though they were in line with
China’s State Council strategy, announced in 2020 during the peak of the
pandemic.®

On the economic side, the Evergrande crisis — China’s second larg-
est real estate company — led Western European banks, such as UBS and
Barclays, to identify the Evergrande crisis as one of China’s two biggest eco-
nomic problems, the other being production shutdowns across the country.”
While China’s property sector has grown rapidly in recent years, Chinese
private developers, including China Property Group, Modern Land and
Fantasia, are in trouble, leading investors to believe that the country’s real
estate sector is more than $5 trillion in debt.® Yet, with a GDP growth of
8.1%, China’s economic performance in 2021 remained remarkable, with
annual domestic figures topping Beijing’s official growth target estimates

3. ‘Beijing’s plan shows path to the future’, China Daily, 29 April 2021.

4. Noah Barkin & Agata Kratz, “Transatlantic tools: Harmonizing US and EU
approaches to China’, Rodhium Group Report, November 2021, pp.1-18.

5. ‘EU-China deal is still possible - but not before 2023 analyst says’, CNBC, 15
June 2021.

6. Ausma Bernot, Alexander Trauth-Goik & Susan Trevaskes, ‘Handling Cov-
id-19 with big data in China: increasing «governance capacity» or ‘function creep’?’,
Australian Jowrnal of International Affairs, Vol. 75, Issue b, 2021, pp.1-8.

7. “The Evergrande crisis is spreading and slowing the Chinese economy sharp-
ly, UBS and Barclays warn’, BusinessInsider, 18 October 2021.

8. ‘What is the Evergrande debt crisis and why does it matter for the global
economy?’, World Economic Forum, 21 September 2021.
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(6.3%) and, at the same time, outperforming most other major economies
in the world.?

In the early 2000s, the issue at stake was whether the CCP was will-
ing and able to adapt to the economic reforms that was implementing and
whether China’s «red» capitalists, that is, private entrepreneurs who also
belong to the communist party, were likely to be agents of political change.
A major transformation in this regard occurred precisely in 2001, when
Jiang Zemin affirmed that private entrepreneurs were making significant
contributions to the country’s development and modernization. According
to Jiang, with that in mind, they deserved a place in the ruling party.'” This
essay suggests that twenty years after Jiang’s proposal, China’s political
leaders are still caught between the Western-capitalist model of develop-
ment and the resilience of the Chinese model. As far as Party politics is
concerned, the national political events and official documents analysed
in this essay suggest that the Xi Jinping administration is fully in charge
of a rejuvenated authoritarian system promoting the exceptionalism of the
Chinese model. However, as highlighted throughout the article in the case
of technology industries and data privacy, it is no exaggeration to say that
the Chinese model has to deal today with some limitations also featured
by the Western model of development, prime among which, the rebuke of
growth at-all-costs capitalism in favor of more equitable and sustainable
development.!!

Within the above-mentioned benchmarks, this article analyses the
key developments in China’s domestic politics in 2021. Following this in-
troduction, the essay consists of three additional sections. Section 2 briefly
discusses China’s approach to the «Zero-COVID» strategy. As Beijing pur-
sued its solitary path in fighting the virus, the Chinese approach sparked
a debate on whether such a strategy was sustainable in the long term and
the extent to which the government had staked its political legitimacy on
controlling the virus better than other countries. Section 3 is centred on
major events that shaped China’s political agenda during the year under re-
view. First, it covers the celebration of the centenary anniversary of the CCP
with a focus on the Resolution adopted; and second, it analyses recent de-
velopments regarding China’s data governance regime. Section 3 analyzes
China’s economy. It offers an overview of China’s 14™ FYP by looking at its
key strategic priorities and challenges. It also touches upon the discussion of
two important concepts that entered both the Chinese and Western lexicons
when discussing China’s economic model and development, respectively:

9. ‘China GDP grew 8.1% in 2021, though momentum slow in fourth quarter’,
The Wall Street Journal, 16 January 2022.

10. Bruce J. Dickson, Red Capitalists in China: The Party, Private Entrepreneurs,
and Prospects for Political Change, Cambridge: Cambridge University Press, 2003, p. 2.

11. Kaiser Kuo & Jeremy Goldkorn, ‘Red New Deal or Raw New Deal? Unrave-
ling China’s astonishing barrage of regulary action’, SupChina, 16 September 2021.
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the «dual circulation» strategy and the «common prosperity» concept. Fi-
nally, a conclusion wraps up the article.

2. Implementing the Zero-COVID Strategy

For the year under review the People’s Republic of China (PRC) continued
to follow a so-called «Zero-COVID strategy». After the initial breakdown of
the COVID-19 pandemic in Wuhan, the Chinese government enforced dra-
conian local lockdowns to contain the spread of the virus. Indeed, in 2020,
the PRC exercised a firm control over its population, thanks to sophisti-
cated technological instruments coupled with huge efforts to control the
freedom of movement of its citizens.'?> Nevertheless in 2021, whereas the
majority of countries in the world partially relaxed their restrictive measures
due to a slowdown in COVID cases, China remained committed to a con-
tainment strategy based on a «zero-tolerance policy» (F4 HEK): borders
were closed to prevent contact with the outside world and Chinese citizens
became accustomed to severe, albeit more limited, lockdowns. As remarked
by Wu Liang, Deputy Director of the National Health Commission’s Bureau
of Disease Control and Prevention, the overall strategy of zero tolerance has
the aim of ensuring epidemic prevention and control while safeguarding
China’s economic and social development.*?

According to official data, the strategy implemented by the Chinese
government proved successful. The World Health Organization (WHO)
database reported that from 3 January 2020 to 29 December 2021, there
were 131,315 confirmed cases of COVID-19 in China with 5,699 deaths.'*
If the data were correct, China’s management of the COVID-19 pandemic
would be substantially more successful than that of other countries in Eu-
rope or the US. However, a published investigation by Forbes reported
that, in reality, official statistics understate the Chinese COVID death rate
by 17,000% and that the true extent of COVID case numbers in China was
close to 1.7 million."

Unsurprisingly, Zhong Nanshan, China’s top epidemiologist, de-
clared in December 2021: «China’s zero tolerance strategy doesn’t cost too

12. Francesca Congiu, ‘China 2020: The successful struggle against the COV-
ID-19 pandemic and the Xinjiang question’, Asia Maior, Vol. XXX1/2020, pp. 19-44.

13, SHEE A BTN 8 15> [H 5K 2 AEZE [ R, (When will the new zero-
tolerance policy considered to stop? Response by the National Health Commission),
BJNews, 6 November 2021, (https://m.bjnews.com.cn/detail/163618509514033.html).

14. World Health Organization, China Situation, 2021 (https://covid19.who.int/
region/wpro/country/cn).

15. ‘Part 1: Beijing is intentionally underreporting China’s Covid Death Rate’,
Forbes, 2 January 2022.
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much. It’s a relatively low-cost approach».'® Dr. Zhong referred to China’s
decision to strengthen the zero-tolerance and zero-transmission policies
after the appearance of the Delta variant: as soon as the first patient was
traced, then close contacts in the transmission chain were screened; finally,
all contacts were isolated and tested in time, in order to prevent the disease
from spreading in local communities.!” Among the most striking cases is the
one of Walt Disney&Co’s lucrative parks, Shanghai Disneyland, where in
mid-November nearly 34,000 people underwent testing just after one posi-
tive case.'® Also, in parallel with the Zero-Covid policy adopted in China,
the government continued to limit international exchanges. On 15 March,
flight restrictions were eased for a selected number of travellers, but the
requirements of severe screening and extensive quarantine to enter China
still applied.'®

According to the Chinese state media, the success of the Chinese au-
thorities in dealing with the pandemic lies in having understood — much
better than the Western world — that «living with the virus» is not possible.?’
Along this line of thought, the Chinese political elites appear to be con-
vinced that Western governments are not sufficiently attentive to the circula-
tion of the virus, being influenced by public opinions that are critical of the
Chinese strategy. Western governments, therefore, are less and less attentive
to the repercussions and negative effects that will occur in their countries in
the long term.?!

Once the above has been pointed out, the Chinese government’s
different approach to fighting the virus appears to be dictated less by the
perception that «living with the virus» is not possible than by much more
concrete considerations. In fact, the health system in China is weak, which
means that abandoning the Zero-COVID strategy could potentially trigger a
crisis in health care that would be politically extremely costly for the Chinese
leadership. In this regard, China’s Zero-COVID strategy is primarily driven
by social stability concerns, rather than purely economic considerations.?

16. ‘Expert says tough anti-virus policy not too expensive’, China Daily, 2 No-
vember 2021.

17. Ibid.

18. ‘Shanghai Dysneland lockdown shows China’s extreme Covid tactics’,
Bloomberg, 1 November 2021.

19. “Iraveling to China during Covid-19: what you need to know’, CNN, 22
December 2021.

20. ‘Living with Covid-19 doesn’t change China’s people-centered epidemic
coping strategy: experts’, Global Times, 5 August 2021.

21. ‘Europe is paying a higher price for ignorance stubbornness’, Global Times,
14 November 2021.

22. ‘How much longer can China keep its zero-Covid strategy?’, The Guardian,

1 January 2022.
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3. China’s political agenda

3.1. Party and Politics

Notwithstanding the difficulties in managing the COVID-19 pandemic, the
year 2021 stood as a milestone year for the Xi Jinping administration’s aim
to celebrate China’s «rejuvenation». In the course of the year, a total of 15
White Papers were published by the Chinese government.? The documents
articulate what appears to be a most important domestic political narrative,
deemed to be shared by political elites. This narrative aims to strengthen
the Party’s legitimacy and the reputation of accountability, by stressing the
exceptionalism of the Chinese model of development.

From a domestic point of view, the Chinese discourse on development
is mostly intended as technology-driven modernization. China’s develop-
ment model differs from the one intended in the West: massive state-led
investments in infrastructure in which the state is heavily involved is often
opposed US and EU development strategies such as, large investments in
public health, women empowerment, support for global civil society, anti-
corruption measures.?*The concept not only differs from the Euro-Ameri-
can concept, but also emphasizes the superiority of the Chinese sound insti-
tutional framework, which explores new paths to democracy with distinctive
Chinese features.® In this sense, in the eyes of the Chinese leadership the
element that most distinguishes the Chinese model from the Western one is
the huge cohesive force resulting from the unity of three main factors: ad-
herence to the guidelines of the Party; support for the government’s choices
and regulations; unconditional support from the people.? In line with such
a narrative, on 25 February 2021, Xi Jinping declared that the eradication

23. Among these, two were dedicated to China’s autonomous regions (Tibet
since 1951: Liberation, Development and Prosperity; Xinjiang population dynamic and data);
two to environmental issues (Biodiversity conservation in China; Responding to Climate
change: China’s policies and actions); one to export controls (China’s Export Controls);
one to China-Africa relations (China and Africa in the New Era: A Partnership of Equals);
four to human rights and democracy (The Communist Party of China and Human Rights
Protection — a 100 year quest; Moderate prosperity in all respects: another milestone achieved
in China’s human rights; China: democracy that works; Pursuing common values of human-
ity: China’s approach to democracy, freedom and human rights); one to the political system
(China’s Political Party System: Cooperation and Consultation); three to poverty and de-
velopment policies (China’s international development and cooperation in the New Era;
Poverty Alleviation: China’s experience and contribution; China’s Epic Journey: from Poverty to
Prosperity). The State Council of the People’s Republic of China. White Paper Archive
(http://english.www.gov.cn/archive/whitepaper).

24. Francis Fukuyama, ‘Whose global development will prevail — the West’s or
China’s?, World Economic Forum, 13 January 2016.

25. Marina Rudyak, “The CMP Dictionary. Development’, China Media Project,
8 June 2021; ‘Full Text: China: Democracy that works’, Xinhua, 4 December 2021.

26. ‘Full Text: China: Democracy that works’.
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of absolute poverty in China had been accomplished and that China had
created another miracle that would go down in history.*

From an international point of view, some analysts have warned that
although in theory the grand strategy of Xi Jinping pursues the same goals
already set by his predecessors (Jiang Zemin and Hu Jintao), on the part of
Xi there is the previously absent tendency to believe that the Chinese path
of development can also be a model for others to follow.?® In this sense, it is
nothing new to say that Beijing’s amalgamation of political authoritarian-
ism, state capitalism and infrastructure development has proved attractive to
some countries already fatigued by Western neoliberal policies, as indeed is
happening in Latin America.?’ Overall, according to these critics, much of Xi
Jinping’s political narrative with regards to economic development — framed
in terms of a national quest aimed at realising the «China dream» - is ulti-
mately an instrument to regain China’s rightful place in the world.*

3.2. Celebrating the 100 Year Anniversary of the Communist Party of China

«Path to Glory». This is the title of the second issue of the 53 volume of
the electronic journal published by the National People’s Congress of China
(NPC) and dedicated to the centenary of the CCP?! The issue is one of
the few published by the NPC entirely in English.*? The anniversary is pre-
sented as a moment to celebrate the majesty of the successes achieved by the
Party; yet, what is noteworthy is the relevance of the events as reflected in
the way they are presented. Xi Jinping’s speech aside, attention is devoted
to the award ceremony for the July 1 Medal.*® A total of 29 people received
the honour, but the journal tells only three stories: the first is that of Wang
Shumao, deputy head of the militia in Tanmen, which «provides hundreds

27. Xi declares complete victory in eradicating absolute poverty in China’,
Xinhua, 26 February 2021.

28. Sulman Wasif Khan, Haunted by Chaos. China’s Grand Strategy from Mao Ze-
dong to Xi Jinping. Cambridge: Harvard University Press, 2018, p.211.

29. ‘How China beat out the United States to dominate South America’, Buenos
Aires Times, 18 February 2022.

30. S R RN T A )82 — 2, (A key step in realizing the Chi-
na Dream of the great rejuvenation of the Chinese nation), Renmin Daily, 3 July 2021,
(http://politics.people.com.cn/n1/2021/0703/c1001-32147527 . html).

31. ‘1921-2021 Path to Glory’, National People’s Congress of China, Vol. 53, Issue
2, 2021, pp. 1-48.

32. The author would like to emphasize how the use of English in official docu-
ments published by the Chinese government is used as a communication strategy by
the Chinese leadership with the aim of appealing to a foreign audience, in addition
to the domestic target.

33. The July 1 medal is the highest honor in the Party awarded to outstanding
members of the CPC starting in 2021. The regulation for the award was approved
in 2015 by the Political Bureau of the CPC’s Central Committee. ‘What is the July 1
Medal?’, CGTN, 28 June 2021.
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of pieces of intelligence information from the South China Sea every year»;
the second is that of Zhoigar, an ordinary Tibetan villager, who believes that
«we must safeguard our territory and never lose it to anyone»; and third is
Shi Guangyin, the NPC deputy who sold all his properties to raise money
for forest conservation nationwide. Through the journal, the intention is
to reach domestic and foreign audiences with the objective to portray the
Chinese miracle and its model as something people in the PRC are willing
to fight for, ethnic minorities included. This is because in China, the con-
struction of national identity is something rather complex: it is never the
consequence of simple political slogans and pure propaganda; rather, it can
be the result of very active political debates among political leaders, popolar
culture and public intellectuals.** Nonetheless, the New China Program for
Child Development 2021-2023 (4 [ JLE KR NEE 2021-20234F) released on
27 September goes against this trend. The new policy has been announced
by Chinese authorities as a remarkable step forward for the development
of the rights of the children and primary education in China.*> However, it
stands against Unesco policy, which has encouraged mother tongue instruc-
tion in primary education since 1953. Specifically, the China Program for
Child Development refers to strategic measures (chapter 3: Children and Educa-
tion; point 5), such as «gradually promote the universalization of preschool
education; implement the education of Mandarin Chinese for preschool
children, and promote the learning of Mandarin Chinese before school».*
As a result — in a severe turnaround from past policies that promoted cul-
tural autonomy for non-Han minority groups — local regulations allowing
ethnic minority language education will now be unconstitutional. In this
sense, the new program not only sounds as a «top-down approach» with
regards to national identity-building, but it is somewhat weakening Chinese
propaganda with reference to the rights of ethnic minorities.

The ensuing articles in NPC’s e-journal are related to salient issues
in Chinese politics: Hong Kong and Macao SARs centenary celebrations;
CCP’s development-oriented policies; and CCP’s idea of advancing peo-
ple’s democracy in China. With regard to the last-mentioned topic, on 4 De-
cember 2021 the China State Council Information Office (SCIO) released
a White Paper titled «China: Democracy that Works».*” The Western media
criticized the document as Beijing’s propaganda aimed at «redefining West-

34. William Callahan, ‘Dreaming as a critical discourse of national belonging:
China Dream, American Dream and World Dream’, Nations and Nationalism, Vol.23,
Issue 2, 2017, pp. 248-270.

35. ‘China outlines development of women, children’, The State Council of the
People’s Republic of China, 27 September 2021.

36. ‘PELE R ENE2021-20304E43C (Full text: Outline for the Develop-
ment of Children in China), National Working Committee on Children and Women un-
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ern liberal concepts such as universal human rights to fend off criticism
from the US and its allies, while justifying President Xi Jinping’s authori-
tarian rule».*® In their view, the document was a «media blitz»,which aimed
at reversing the global narrative of what constitutes a democracy, preem-
ting US-led initiative for a Summit for Democracy, which US President Joe
Biden was about to inaugurate some days later.*® Nonetheless, with regard
to the Xi Jinping’s administration, it must be stressed that the relevance of
the term «democracy» had become paramount since at least 2012. At the
18" National Congress of the CCP, «democracy» (I&F) was already listed
among the so-called 12 core socialist values.*” As of today, core values are
perceived by the party as valuable instruments to cement China’s socialist
culture within the country. In other words, these concepts aim to reinforce
the CCP’s ideological pillars in line with Xi Jinping’s thoughts on socialism
with Chinese characteristics, in different domains: public opinion, the me-
dia and the internet.*' This may also suggest that the use of such buzzwords
are not as common in China as they are in the West. However, precisely
through the use of a lexicon more properly common to the Western world,
the intention here is to reinforce an image of China as a non-authoritarian
country, challenging the view prevailing in the West.*?

On 21 July 2021, Xi Jinping delivered a speech in Tiananmen Square,
Beijing, in front of a crowd of 70,000 people.** According to the Global Times,
the Party remains unique in many ways: it cannot be compared to any other
political party in history. Against this background, the goals of the Party can-
not be misinterpreted; they are: getting rid of poverty in China; preventing
foreign powers from bullying China; achieving fairness and justice at both
domestic and international levels.*!

The question is what the centenary of the CCP can tell us about Chi-
na’s present role and future trajectory. Is China’s model of development
really a successful one? The answer according to the Chinese political elites
—as portrayed through official speeches on the eve of the CCP’s anniversary
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erg, 9 December 2021.
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celebration — can only be affermative. In his speech, Xi remarked numer-
ous times on China’s 5,000 years of history. In the words of the Leader,
«the Party and the Chinese people will keep moving confidently forward
in broad strides along the path we have chosen for ourselves, and we will
make sure the destiny of China’s development and progress rests firmly in
our hands».*

In the US and Europe, the majority of Western media outlets empha-
sized the international dimension of Xi’s speech, in particular, his criticism
of the «sanctimonious preaching» from foreign countries lecturing China on
how to behave internationally or how to perform domestically. The Western
media also highlighted Xi’s remarks that the PRC has stood up to foreign
powers and it will not «allow anyone to bully, oppress, or subjugate China».*
Yet, quite apart from the international dimension of the Tiananmen speech,
a great deal of attention throughout Xi Jinping’s discourses in 2021 was also
given to the outstanding performance of the Party from a domestic point of
view, in line with the concept of a new development philosophy.

3.3. The Adoption of a New Resolution

Following the celebration of the centenary anniversary of the CCP, the 6t
Plenary Session of the 19" Central Committee of the CCP met in Beijing
from 8 to 11 November 2021. The focus of the meeting was on two main
issues: to cement Xi’s historical status and authority; and the «Resolution
of the Central Committee of the Communist Party of China on the Major
Achievements and Historical Experience of the Party over the Past Century».

The session paved the way for the 20" National Congress of the CCP,
to be held in 2022, the year when, most probably, Xi Jinping will start his
third term in office. The «Resolution» consisted of a total of seven chapters:
(1) a great victory in the new-democratic revolution; (2) socialist revolution
and construction; (3) reform, opening-up and socialist modernization; (4)
a new era of socialism with Chinese characteristics; (5) the historical sig-
nificance of the Party’s endeavours over the past century; (6) the histori-
cal experience of the Party’s endeavours over the past century; and (7) the
Communist Party of China in the New Era."’

The document — which, in English, is 15-page-long — is a long list
that recounts the Party’s historical struggle mixed with its glorious achieve-
ments and China’s future commitments. In the eyes of the Chinese leaders,

45. Xi Jinping, ‘Speech at a ceremony marking the centenary of the Com-
munist Party of China’, The National People’s Congress of the People’s Republic of China,
1 July 2021.
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ments and Historical Experience of the Party over the Past Century’, Xinhua, 16 No-
vember 2021.
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by 2050 China will have reached new heights in every dimension of ma-
terial, political, cultural-ethical, social and economic advancement; it will
have become a global leader in terms of composite national strength and
international influence; it will stand «taller and prouder among the nations
of the world».*®

From a theoretical point of view, reference is made to Marxism-
Leninism, Mao Zedong Thought, Deng Xiaoping Theory, the Theory of
Three Represents, the Scientific Outlook on Development and Xi Jinping’s
Thought on Socialism with Chinese characteristics for a New Era. In terms
of a domestic political narrative, reference is made to the so-called Five-
sphere Integrated Plan (Fi.fi—44) and the Four-pronged Comprehensive
Strategy (VU4 1HI Bk EE A7 JA)).

The two terms were previously mentioned in Xi Jinping’s report de-
livered at the 19™ National Congress of the Communist Party of China on
October 18 2017.* More precisely, the Five-Sphere Integrated Plan — refer-
ring to the development of socialism with Chinese characteristics encom-
passing economic, political, cultural, social and eco-environmental develop-
ment — integrates the Four-sphere Plan announced by Hu Jintao in 2005,
which in turn, integrated the Three-sphere Plan introduced at the 6™ Ple-
nary Section of the 12" Central Committee in 1986.

Quite often the concept is employed, in official discourses as well as
commentaries, to praise the «Party’s understanding and grasp of the laws of
socialist construction elevated to a new level», thus fueling the propaganda
efforts of the CCP° Nevertheless, the terms stands, along with the myriads
of concepts used by the current administration, as «a systematic approach
in implementing the new development philosophy, calling for efforts to
coordinate internal and international imperatives».”' After all, ideological
effort goes hand in hand in China with concrete economic and political
measures.*?

Lastly, a few words should be said about the new Resolution, with ref-
erence to the previous two Resolutions published in 1945 and 1981, re-
spectively. One new aspect is undoubtedly the attention — and approbation
— dedicated to the work of the past leaders, namely Mao Zedong and Deng
Xiaoping. Quite obviously, the «male lead» in the 2021 Resolution rests Xi
Jinping. However, by comparing Xi Thought with the portion of Mao Ze-
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dong Thought in the 1981 resolution one can see the former being over
double as compared with his predecessor, a clearest sign of the CCP efforts
to solidify Xi Jinping’s ideological status.”® But in fact, criticism of what
remain terrible events in Chinese history — such as the Cultural Revolution
(1966-1976) — is still reported in the Party’s usual way, meaning with no ref-
erence to the fundamental weaknesses of the CCP system.**

In the China Quarterly special issue published in 2021 on the occasion
of the centenary of the CCP, the different contributions discussed the com-
plexity of the Party as it enters its second century of existence. For instance,
Patricia M. Thorton rests sceptical about considering the CCP as «a singular,
internally homogeneous agent of history», not to mention led by one man
in charge.” Likely, Sarah Eaton and WendyLeutert even question Xi’s pro-
tagonism in China’s economic governance, arguing in fact that Xi’s man-
agement of State-owned enterprises (SOE) would be much more in line with
that of his predecessor.”® To understand the Party’s multifaceted qualities
rather than just its authoritarian practices is key also to Rana Mitter, who
defines the CCP in the 21* century as «firmly authoritarian, global in scope,
consumerist in aspiration and innovative in technology».*” Yet, according to
Mitter, there are four main contradictions that the Party faces today: firstly,
the dilemma of a communist party ruling one of the most capitalist coun-
tries on earth; secondly, the Party’s obsession with control and power of a
territory which looks very different compared to 100 years ago; thirdly, the
Party’s relationship with the wider world; and fourthly, the combination of
ancient Chinese values with the process of globalization, which has actually
transformed the country very quickly.*

4. The Cyber Arena

4.1. The data security policy

Big data management and technology are topics that the CCP can no long-
er disregard and, for this reason, China’s data governance policy has been
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evolving. The Chinese government pursues two specific objectives in its
approach to data: (a) the creation of a data market encouraging innova-
tion and digital economic growth; (b) the construction of a legal system
that produces and defines data property rights, but in which the state is
envisioned as the key regulator and actor in data collection and sharing.?
Several events relevant to data governance occurred in the year under re-
view. On the one hand, the tech regulatory crackdown intensified, with 12
companies fined on anti-monopoly violations in March 2021 by the State
Administration for the Market Regulation.® On the other, new regulations,
such as the Data Security Law and the Personal Information Protection Law,
governing data privacy and security, were passed, meaning that although
China’s data ownership regime is still in its infancy, it also stands as a key
objective among the Chinese political elites.

4.2. The Data Security Law (DSL)

On 10 June 2021, the Standing Committee of China’s National People’s
Congress passed the Data Security Law of the People’s Republic of China —
e N\ R AL AN E 4 22 4535 (effective from 1 September 1 2021). Together
with two other important regulations — the Cyber Security Law (effective
since 1 June 2017) and the Personal Information Protection Law (see the
paragraph below) — they represent the three pillars of China’s cyber secu-
rity and data regulation. In the past three years, there has been an impor-
tant trend towards strengthening data protection in China, but it should
be noted that such a trend is also in line with the regulations recently
implemented at the global level, for instance the General Data Protection
Regulation (GDPR) — the data protection package adopted by the Euro-
pean Union in 2016.%

The Data Security Law has three main objectives with a focus on
China’s core interests: to protect national security interests in the posses-
sion, collection and protection of data. The text of the law is divided into
7 chapters with a total of 55 articles. The first chapter titled General Pro-
visions provides important information to set the background, where the
definition of data is intended as «any record in electronic or other forms».
It follows the definition of data security as «the use of necessary measures to
ensure that data is effectively protected and legally used, as well as possess-
ing the capacity to ensure a sustained state of security» (Article 3).%? Like-
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wise, the law applies to data handling activities and security regulations in
China. Nevertheless, any activities conducted outside mainland China that
might harm the national security of the PRC — being the public interest, the
rights of Chinese citizens and its organizations — «are to be pursued for legal
responsibility in accordance with law» (Article 2). In fact, despite its domes-
tic dimension, it is worth noting the reference made by the law to the use of
data collected within the Chinese territory, but used abroad. For instance,
security management measures for the export of important data collected
or produced by data handlers within the Chinese territory remain under
the supervision of the State Internet Information Department, in agree-
ment with the State Council (Article 31). In a similar way, Chinese organiza-
tions and individuals are forbidden to provide data stored within the PRC
to foreign justice or law enforcement bodies abroad with no governmental
authorization (Article 36).%

It is within such a context that, on 29 October 221, the Cyberspace
Administration of China (EZKHEKMEEIFAZE) (CAC) released a draft
version of the «Measures for Data Export Security Assessment». The core is-
sue lies within the extraterritorial jurisdiction and the transfer of data in for-
eign territories, and how foreign companies and organizations can transfer
user-related data abroad.® The document provides important clarifications
about the extraterritorial scope of the law such as data handlers’ security
and transfer risk self-assessments (Article 5); the material to be submitted to
the competent authorites in China while requesting the transfer of data (Ar-
ticle 6); and certain practicalities in the handling of data between possessors
(data handlers) and users (foreign receiving parties) (Article 9).%

It should be noted that security assessments and regulations for out-
bound data transfer emanating from the PRC do not come out of the blue.
Rather, they are part of a more complex matrix of laws and standards that
have been implemented by Chinese regulators for half a decade, thus prior
to the Xi Jinping administration.®® However, the issue at stake is whether
cross-border data rules represent a change of paradigm with reference to
the Chinese tech industry. It seems difficult, for instance, to underestimate
the correlation between the new slew of regulations on data security by the
government for the year under review and Xi Jinping’s efforts regarding
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tech regulations.”” The most striking example is the cybersecurity review
process undergone by Didi Chuxing, from 2 July 2021 to 23 September
2021, which was conducted by the Cyberspace Security Review Office (/%%
%4 & A %) under the supervision of the CAC.% The Didi case is par-
ticularly symbolic given that the review process started as soon as the firm
clinched a US$ 4.4 bilion public offering on the New York Stock Exchange
in June 2021. Together with the CAC, a total of 12 Ministries are in charge
of cybersecurity reviews, but only four were involved in the Didi review —
China’s first ever cybersecurity review into a company.® Perhaps as a result
of the investigation, on 3 December 2021, Didi delisted its shares from the
New York Stock Exchange making it clear to many that what was initially
thought as «mutual decoupling» was, in reality, a direct manifestation of
Beijing’s willingness to assert greater control over its private companies in
line with the policy goals of the CCP™

4.3. The Personal Information Protection Law (PIPL)

The Personal Information Protection Law was passed at the 30™ Meeting
of the Standing Committee of the 13™ National People’s Congress on 20
August 2021. It is structured in 8 chapters with a total of 74 articles. As for
other regulations on data governance, the law is the result of previously
published drafts. The new law is intended as a framework law, meaning that
it is not intended to provide specific details about the policy matters it cov-
ers, but sets out broad principles, guiding mandates and responsibilities in
line with the Party’s objectives.”

The implications are manyfold. Broadly speaking, the PIPL is en-
visioned to establish a new comprehensive regulatory framework for per-
sonal information in China. In its current form, it stands as the flagship
rulebook for those who process the personal information of individuals
located in China, regardless of whether data holders are in or outside the
PRC. Thus, China’s major data-privacy law represents a major step toward
protecting the data of single individuals, inter alia, through the limita-
tion of the use by big tech-companies of algorithmic price discrimination.
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This is a common practice known as «big-data backstabbing» (K& &
fil), which is representative of the fact that big data technology in China
has matured and that China’s internet platforms have become increas-
ingly aggressive.”

Nonetheless, also in this case, the regulatory differences with similar
initiatives in the European and American context should not be underes-
timated, particularly with regards to national security issues. Whereas the
GDPR promotes, at least in principle, the free flow of data across borders,
the PIPL requires security assessment by the CAC before a vast array of data
be transferred abroad.” Moreover, Chinese government authorities pos-
sessing some degree of legislative power could use other regulations and
potentially circumvent the PIPL.™ To this extent, and similar to the DSL,
the PIPL also stands as a direct manifestation of China’s political leaders
struggle to deal with conflicting models of development with regards to the
data governance regime.

5. The Economy

5.1. The Report on the Work of the Government

In the year under review, one of the most important political events occur-
ring in the PRC was the «Two Sessions» (F43), which took place between 4
and 11 March. As a rule, the event — which functions as the annual gather-
ings of the Chinese People’s Political Consultative Conference (CPPCC) and
the National People’s Congress (NPC) — is of particular relevance. The two
meetings are held simoultaneously but they are very different in nature,
legal status and function.”

From an economic standpoint, the 2021 gathering was of fundamen-
tal importance given that China’s 14™ Five-year Plan covering the years
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2021-2025 was officially endorsed by the NPC on 11 March 2021. A few
days before, on 5 March 2021, Chinese Premier Li Keqiang had already
delivered a speech at the 4th Session of the 13" People’s National Congress
of the PRC, during which the Draft Outline of the FYP was also presented.
Nevertheless, the main document delivered at the session by the Chinese
Premier was the Report on the work of the government (herein the Report). The
Report was presented on behalf of the State Council and was subjected to
comments by the National Committee of the CPPCC.

This policy document highlights that China’s first priority must be
the recognition of development as the key to addressing all the issues faced
by the country. In particular, it refers to the «<new development philosophy»,
in order to guarantee the full potential of China’s growth.” For the year
2021, the Report anticipated a GDP growth of 6%; a consumer price index
(CPI) increase of 3%; and a drop of around 3% in energy consumption per
unit of GDP” The Report offers a comprehensive view of China’s economic
performance in the year 2020, while presenting major guidelines for driv-
ing Chinese economic policies for the year under review. The Report also
includes a large section on the control of COVID-19.

In general, the document did not reveal anything startling new with
regard to China’s economic policies. Commentators in the West were infact
unenthusiastic about the scarcity of information provided by the Report,
mostly noting that China’s growth target was estimated at 6% in 2021.7

Another important event to be mentioned for the year under review
from an economic standpoint is the twentieth anniversary of China’s en-
trance into the World Trade Organization (WTO), precisely on 11 Decem-
ber. The Global Times, the English-language Chinese newspaper under the
People’s Daily, described it as the «proud leap» that changed China and
the entire world. In a long editorial also equipped with infographics, the
story of China’s entrance into the WTO is presented as a great success for
the global economy, mentioning also the fact that China’s entry was strongly
promoted by Western countries.” Remarkably, nonrtheless, Chinese com-
mentators did not miss the opportunity presented by this anniversary to
also stress the need to reform the WT'O working mechanisms. Specifically
they mentioned the shortcomings related to the principle of non-discrim-
ination (JEEALTER ), namely the principle which forbids discrimination
between trading partners. According to Chinese commentators, this prin-
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ciple should be implemented through «more representative and open» ex-
port-control related mechanisms.®

These Chinese stances amount to a discourse that emphasises China’s
participation in the WT'O and world trade as that of a responsible stake-
holder. This interpretation remains however in contrast with the major-
ity of news and analyses offered by the media in the West, which instead
openly criticized China of undermining the rule-based multilateral trading
system.™!

5.2. Implementing the Dual Circulation Strategy

Writing in the China Leadership Monitor, Adam Segal affirms that «the ban-
ner of self-reliance has returned as a guiding policy principle» for the Chi-
nese political elites.*? Segal believes there is a link between the international
level and Chinese domestic politics: as the US excluded China from ad-
vanced semiconductor technology and know-how, increased control on Chi-
nese investments in the US, and dramatically decreased the flow of Chinese
students and scholars to America, Beijing decided to invest in autoctonous
innovation and national control of core technologies. All true, considering
that the notion of self-reliance also stands at the core of another of China’s
most important economic guidelines, known as the «Dual Circulation» strat-
egy CWIEIR).

The term was listed by Yicai — China’s leading financial group based
in Shanghai — as China’s hottest word in macroeconomic policy in 2020.%
In contrast with other political slogans launched by the Xi Jinping admin-
istration since 2012, the most attentive China Watchers have pointed out
that the Dual Circulation strategy will not only have fundamental conse-
quences for the world, but is central to the 14" FYP, with an entire chapter
(4) dedicated to the topic.®* The strategy is therefore key to the PRC’s po-
litical economy agenda as it moves away from China’s previous rebalancing
that limited dependence on exports, by instead reducing dependence on
imports and increasing self-sufficiency.®
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The FYP is divided into 19 sections and 65 chapters. It addresses Chi-
na’s future trajectory with regard to three main pillars of development: eco-
nomic, social and environmental. Chapter 17 is devoted entirely to China’s
«One country Two systems» policy, with reference to Hong Kong, Macao and
Taiwan. It is worth noting some key innovations with respect to the previ-
ous 13" Five-Year Plan (2016-2020) released in 2016; they are: the objective
to achieve the second centenary goal through socialist modernization; the
absence of a specific growth target in terms of GDP; a reference to the new
development concept that combines sustained and economic development;
and two new targets fir energy and food security.*

By October 2020, the 5th Plenary Session of the 19" Central Commit-
tee of the CCP had already passed the «<Recommendations for the Formula-
tion of the 14" Five-Year Plan (2021-2025) for National Economic and So-
cial Development and the Long-Range Objectives through the Year 2035»
to guide development under the 14" Year Plan. On 3 November 2020, the
date at which the CCP’s Central Committee’s development proposals were
made public, the major goals for the next 15 years were also announced.
They were: the intention to achieve economic and technological indepen-
dence, with the aim to allow China to become a global leader in innovation
sectors; the implementation of new industrialization strategies; the rein-
forcement of China’s soft power, particularly in the education, sport, culture
and health sectors; the maintenance of President Xi Jinping’s core position
on the Party Central Committee and in the Party as a whole; the continua-
tion of the Party’s self-reformation; the strengthening of national rejuvena-
tion through the China Dream.*

As remarked by the National Development and Reform Commission
in a lengthy editorial published in the English edition of Qiushi — CCP’s
leading theoretical journal — there is a «<new development philosophy» guid-
ing the path of China’s modern socialist modernization. In the words of Xi
Jinping, the new development concept is about the question of how China
can achieve a new developmental path in line with the country’s needs.
This concept — related to innovation, coordination, greenness, openness
and sharing — is not new in the Chinese lexicon, having already been an-
nounced in October 2015 during the 5™ Plenary Session at the 18" Central
Committee of the CCP* For accuracy, changes in China’s economic strategy
should not be attributed just to Xi Jinping’s administration, considering
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that the reorientation towards a growth model based on self-sufficiency was
already part of Hu Jintao’s economic agenda.®

5.3. Industrial Planning and Sectors

The FYP also stands as the centrepiece strategy of the Chinese system of in-
dustrial planning and policies. According to a report published by the Asian
Development Bank (ADB), there are four main areas in which the Chinese
leadership has attracted substantial attention: growth and innovation; dual
circulation; environment and climate change; and urban-rural inequalities
and demographic trends.”” KPMG, an American accounting organization,
envisioned 10 main sectors in which the Chinese economy is expected to
experience high-quality development as a result of the 14" FYP: asset man-
agement; the auto industry; banking; energy; health care and life sciences;
industrial manufacturing; insurance; technology; real estate; and retail.
These sectors are expected to upgrade and change significantly in terms
of both challenges and opportunities.” Yet, other accounting firms are far
less enthusiastic about China’s economic performance. To name a few: in-
dustrial activities are expected to suffer in the long term because of China’s
Zero-COVID strategy; a reform with a slightly weaker Renminbi is necessary
to compensate for rate cuts of monetary easing; China’s energy transition is
still far from being completed.”

The 2021 Report to Congress published by the US-China Economic
and Security Review Commission indicated three main drivers of growth
for the year under review: infrastructure construction; property investment;
and export-oriented manufacturing.”® The first two drivers suffered from
excessive central government regulations in the course of 2021, with lo-
cal governments struggling to cut off loss-making infrastructure projects in
specific sectors such as the rail sector, in parallel with a huge cut in terms of
outstanding bank loans to the property sector, but in line with central gov-
ernment regulations. The third sector, export-oriented manufacturing, de-
creased in 2021, due particularly to the global shortage of semiconductors
used in automobiles, in parallel with closures at Chinese ports, which have
also contributed to important shipping delays.?* Needless to say, semicon-
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ductors are particularly sensitive to China’s innovation-driven development
strategy, considering China’s limited performance in the semiconductor
value chains, especially so-called «chockpoints» in terms of IC design and
manufacturing.”

5.4. The Debate about Common Prosperity (FL[F &)

2021 will also be remembered as the year in which the concept of «common
prosperity» (3 [F] & #1) entered the lexicon of both Chinese and Western me-
dia outlets. Specifically, this happened as a result of the 10" Meeting held by
the Central Financial Commission in August 2021, when the CCP released
a media communique in which Xi Jinping affirmed: «common prosperity
is an essential requirement of socialism and a key feature of Chinese-style
modernization».*

To those familiar with the official discourses and propaganda mecha-
nisms promoted by the CCP, the issue at stake is to understand the domestic
policy relevance and implications of such a slogan, and whether it would
be translated into real policy actions apart from the Zhejiang region — the
coastal province that has been selected so far as the «pilot zone» for pursu-
ing common prosperity.”” In evaluating the possible hidden meaning of Xi’s
common prosperity agenda, a tendency among foreign commentators has
been to reinterpret it as part of his efforts to recast himself from a princeling
to a populist leader. In this light, by maintaining wealth redistribution as a
primary objective, and reducing social inequalities, Xi Jinping would also
emphasize the superiority of China’s governance model.%

Yet, according to others, while the legacy of ideology and political
culture is key in determining the decisions of Chinese political leaders,
President Xi Jinping’s elevation of «common prosperity» into a political
campaign is a «<highly pragmatic and politically astuted strategy». It aims to
confront China’s huge shake-up in the regulations of markets, while trying
to ensure the social stability of China’s society as a whole.?” Barry Naugh-
ton, one of the leading experts working on China’s economy and policies,
coined the term «Summer of 2021» to define the consolidation of the new
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Chinese economic model, started during the year under review.'” Yet, to
fully understand the evolution of the Chinese economy, the linkage between
politics and economics must be examined. Regulatory measures and policy
implementation, Naughton argues, even if carried out for purely political
reasons, will always have economic consequences.'”’ When implementing
China’s economic policies, the guiding principles are: maintianing the
Party’s total leadership; being people-centered; following the new develop-
ment concept; further deepening reforms; a opening up and strengthening
overall planning and strategic positioning.'”® However, it goes without say-
ing that the Chinese government is aware of the need to implement strict
regulatory policies rather than just Party theory.

This has been made clear by the case with China’s local government
debts. With the 1994 fiscal reform, the central government gave local gov-
ernments the potential to create new backdoor financial institutions envi-
sioned as the «quid pro quo» offered to sustain their incentives for local
state-led growth. However, the government miscalculated the drawback,
namely, the excessive accumulation of local government debt with little
transparency and central control.'” The declining ability of local govern-
ments to pay off debts had two main results: firstly, an increase in Local
Government Financing Vehicles (LGFVs) — bonds sold by local government
to increase spending without transparency — and secondly, an increase in
public-private partnerships (PPP) — joint ventures between the local govern-
ment and the private sector, whose debts have also grown since 2014.'%*

6. Conclusion

China’s domestic politics in the course of 2021 was characterized by two
major trends: the management of the COVID-19 pandemic and a major
rethinking of the Chinese economic model. Whether China has handled
COVID-19 better than other nations remains a controversial issue. The
maintenance of containment and closure policies adopted by the Chinese
government have impacted greatly on the lives of Chinese citizens, often
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through measures considered impracticable in Western countries. In the
course of 2020, China set a good example of quickly bringing the epidemic
under control. As noted, as far as the year 2021 is concerned, the purpose to
eliminate the coronavirus entirely from within the country became a priority
not just because of health and security reasons, but in the pursuit of long
term economic recovery.

The Chinese government’s handling the COVID-19 pandemic was
at the basis of its narrative, supported in turn by state-run media, of the
superiority of the Chinese model. The same narrative was behind the cel-
ebration of the 100 year anniversary of the CCP, indeed one of «two cen-
tenary goals».

As evinced by the 14" FYP, the Chinese leadership has consistently
stressed the significance of the new development philosophy guiding Chi-
na’s new stage of development in the Xi Jinping Era. Even if it could be yet
another political slogan, this new development strategy is remarkable for its
reference to the many dilemmas faced today by China’s development mod-
el: the ever-widening range of social disparities; the focus on human devel-
opment rather than just GDP; the «<New Normal» of the Chinese economy,
not to mention the role of the market in resource allocation.

A final observation regards the third anniversary celebrated by the
PRC in the course of 2021: China’s 20" anniversary entry in the World
Trade Organization (WTO). Remarkably, the year also coincides with the
twentieth anniversary of the change in the party’s constitution to allow
businessman (and capitalists) to join the party. Admitting capitalists and
private entrepreneurs to party membership did not bring that openness
and political pluralism many expected in the West. However, twenty years
later; not only Chinese technology giants have now pervaded the global
economy challenging the once undisputed supremacy of major Western
countries; they also forced the Chinese government to start a regulatory
crusade on tech industry. In light of all this, the multiple actions taken by
Chinese regulators, while wanting to ensure CCP’s full control, may actually
symbolize the wavering resilience of the Chinese model of development. At
the same time, China’s critics might be mistaken in assuming that the new
development philosophy results almost entirely by the CCP’s propaganda
efforts. Over the past decades, China has been the largest beneficiary of
globalization and economic integration, and Chinese policymakers are cer-
tainly aware of that. The «strenght» of the resilience of the Chinese model
of development could perhaps be hidden precisely within the adaptability
of the Party to cope with globalization forces while accelerating domestic
economic reforms, and with a recognition that the process must be carried
out respecting the guidelines of the Party.
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