
T
here really are “two
Chinas” when it comes to
criminal justice – and
injustice. There is the
China where thousands
of law reformers –
scholars, lawyers,
legislative draftsmen,
judges, prosecutors and
officials – painstakingly

labour for years to produce laws,
interpretations and regulations designed to
bring greater fairness and accuracy to a
system that has long cried out for both. 

In this China, the National People’s
Congress is about to reduce by almost 20
per cent the large number of offences that
can lead to the death penalty; the Supreme
People’s Court (SPC) and central law
enforcement agencies have just established
procedural guidelines for excluding
coerced confessions from all prosecutions
and for granting special scrutiny to the
evidence presented in death penalty cases;
the SPC has recently resumed the
herculean task of reviewing the many
thousands of death sentences meted out
each year by the lower courts; and a
relatively new Lawyers’ Law is supposed to

empower defence counsel to protect the
rights of suspects and defendants.

Spurred by domestic outrage over tragic
police abuses and judicial mistakes, and by
foreign shock over the protean practice of
torture and an unknown, but undoubtedly
huge, number of annual executions,
China’s political leadership has gradually
begun to move the administration of
criminal justice to a higher place on its
agenda. It is not ready to make the
profound commitment to due process of
law required by the International Covenant
on Civil and Political Rights, which China
signed in 1998 but has not ratified. But the
leadership does seem interested in fulfilling
the obligations China assumed when it
ratified the United Nations convention
against torture in 1988. It has also
authorised steps to further reduce the
number of death sentences, in the hope of
bringing it down to perhaps 4,000 per year,
from an estimated 10,000 to 12,000 – or
even more. Some informed sources believe

that, if the number can be reduced to 2,000,
the central government might then
abandon its embarrassing efforts to
maintain this vital statistic as a “state
secret”.

Yet, will the other China – not the China
of improved published rules but of harsh,
non-transparent reality – allow such goals
to be achieved? This other China has a
police-dominated legal system that, in
confronting the country’s very serious
crime problems, does not comply with
rules that restrict the pursuit of major
investigation targets. This is especially true
during periodic, high-profile anti-crime
campaigns, such as the recurring “strike
hard” movements and the recent effort to
combat organised crime in the city of
Chongqing .

The Chongqing government’s very
popular campaign to stamp out local mafia
is the most current illustration of the clash
between rules and reality. While the SPC
and the central government law
enforcement agencies were preparing new
guidelines for the exclusion of confessions
obtained in violation of the nation’s long-
standing prohibition against torture,
Chongqing police were engaged in a
systematic and lengthy torture programme
that coerced suspects to confess to crimes
they may not have committed. 

The case of Chongqing construction
entrepreneur Fan Qihang , now
before the SPC for final death sentence
review, gives it a golden opportunity to
demonstrate that the new exclusionary
guidelines must be taken more seriously
than previous attempts to ban coerced
confessions. If the SPC should reverse
Fan’s conviction for murder and other
offences on the grounds that it was based
on evidence obtained through torture and
send the case back for a fairer trial, this
would be landmark progress in the
administration of justice in China. If, on the
other hand, it sends Fan to his death by
allowing the conviction to stand, this will
signal the continuation of business as
usual.

Reversal of Fan’s conviction would
publicly confirm violations of China’s
Criminal Procedure Law by Chongqing’s
police, prosecutors and judges, not to
mention the city’s Communist Party chief,
the powerful Bo Xilai . Bo has led
the crackdown on mafia corruption but
has dismissed accusations of human rights
violations and belittled the defence lawyers
who exposed them. 

Fan’s able Beijing lawyer, Zhu
Mingyong , who failed to persuade
Chongqing trial and appellate courts to
exclude Fan’s confession before the new
exclusionary guidelines went into effect,

recognised that, even now, success at the
SPC would be unlikely if he contented
himself with conventional advocacy. He
therefore took extraordinary steps to
publicise the five months of excruciating
and professionally administered torture
suffered by Fan. In addition to media
briefings that spared no gory details, Zhu
submitted to the SPC and then released a
video documentary that includes credible,
secret footage of the detained Fan. It shows
his still-vivid months-old scars from the
shackles that cut into his wrists as they
were used, for days on end, to suspend him
from the iron grille of his torture chamber.
Fan also displays the injuries to his head
and the damage to his tongue that resulted
from three attempts to end his ordeal
through suicide.

Zhu’s imaginative lawyering and daring
public relations tactic required courage
and independence. Beijing lawyer Li
Zhuang , who had the temerity to
defend another alleged mafia leader, has

already been scandalously imprisoned for
supposedly inducing his client to make
false torture allegations. Shortly after his
sensational disclosures, Zhu vanished,
perhaps to protect himself while the SPC
deliberates. One hopes he has not been
“disappeared” like China’s most famous
human rights lawyer, Gao Zhisheng

.
What will the SPC judges do? Many

lawyers and reformers want them to bring
the law in action closer to that on the books
by reversing Fan’s conviction and
launching a general investigation of
Chongqing’s torture campaign. Yet that
would require courage and independence
equal to that of Fan’s missing lawyer. 
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Rules and reality

China now sits atop US$2.4 trillion
in foreign exchange reserves, the
largest stockpile of any country in
the world (Japan stands in second
place with US$1trillion). But this
bounty comes with one big
headache: where should
Communist Party officials park all
that money?

International bankers estimate
that roughly two-thirds of China’s
reserves have been invested in dollar
assets. In other words, China owns a
huge chunk of America’s ballooning
debt. Reserves invested in these
conservative financial instruments
are relatively safe, but they yield little
return. They have, however, helped
support China’s economy by
allowing Americans to run up
consumer debt by buying more
Chinese goods than they need.

A moment of truth is looming for
both sides of this dysfunctional
economic relationship. First, there
are limits to how many trillions of
dollars China can, and should, put
into US Treasury bills. China must
diversify its risk. 

But with so much capital, the
options are limited. Until the euro
weakened recently, Chinese bankers
had been buying more euro-
denominated assets. But the reality
is that neither the euro nor the yen is
capable of soaking up China’s
growing foreign exchange reserves.

It is hardly surprising, then, that
Chinese officials have begun to seek
more diverse investment
possibilities. While we have become
familiar with China’s ardent interest
in natural resources such as oil, coal,
steel, copper and soya beans, we are
far less acquainted with other kinds
of Chinese investments, including
outright acquisitions of foreign
companies.

Here the US has not yet shown
itself to be a particularly hospitable
environment for Chinese
investments. This has been
especially true when China’s state-
owned enterprises have aspired to
buy, or buy into, iconic US
corporations. 

Things got off to a poor start in
2005, when the China National
Offshore Oil Corp tried to buy
Unocal. Even though almost all of
the oil produced by Unocal would
have ended up on world markets,
rather than in China, the US
Congress’ skittishness assured that
Unocal was sold to Chevron. 

The failed Unocal deal left a
legacy of bitterness. So it is hardly
surprising that gun-shy Chinese
investors are wary about making
further major efforts in the US. 

Indeed, a case similar to Unocal
arose this summer. The state-owned
Anshan Iron and Steel Group tried to
buy a 20 per cent interest in the
Mississippi-based Steel
Development. News of the pending
deal caused 50 congressmen from
the US steel caucus to call for an
investigation of the threat the deal
posed to US national security and
American jobs.

When it comes to China, the US
does, of course, have legitimate
reasons to worry about national
security issues. Nonetheless, this
most recent spurning of Chinese
efforts to invest in the US comes at a
time when capital-poor and job-
scarce America could truly benefit
from more receptivity to investment
from capital-rich China.

Consider a few facts. According
to The Wall Street Journal, since
December 2007, the US has lost 16
per cent of its manufacturing jobs
(many to China), leaving it with the
lowest employment in this sector
since before the second world war.

Of those workers still in the private
sector, almost 5 per cent, or 5.5
million, are employed by global
companies whose headquarters are
abroad. These same companies not
only pay higher salaries than their
American counterparts, but account
for 11.3 per cent of capital
investment in the US and provide
14.8 per cent of its private-sector
research and development.

Given this, one might think the
US government would be actively
courting Chinese investment, not
scaring it away. If American officials
do not begin to recognise the
realities of today’s globalised world,
the US may find itself cut off from
the kinds of new foreign investment
flows that are sorely needed to
revitalise its manufacturing and
infrastructure sectors. 

The bitter new reality is that the
US and “old Europe” have recently
edged closer to becoming
“developing countries”. Indeed, it
may be a painful recognition, but
America’s share of worldwide
foreign direct investment is now half
of what it was two decades ago. If the
Obama administration and EU
officials cannot figure out the proper
mix between economic engagement
and protecting national security,
investment capital from China will
go elsewhere. That is a strategy that
will leave the US and the European
Union weaker, not stronger.
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C
onsumer price index (CPI) inflation in China is again
above the official target of 3 per cent, chiefly as a result of
mounting price pressures within some food categories.
Grain prices were 11.8 per cent higher in July than a year
ago, meat and poultry prices rose 4.1per cent, while

vegetable prices were 22.3 per cent higher. On the whole, food
inflation registered at 6.8 per cent, compared to a 1.6 per cent
increase in non-food prices. Food collectively accounts for around
a third of the country’s CPI basket.

Following the droughts in Russia, devastating floods in China,
and other disruptions in global agriculture, it would seem natural
to associate the mainland’s food inflation with these weather-
related developments. The actual situation is more complicated. 

Under normal circumstances, China’s grain market is relatively
insulated from international fluctuations due to a policy of self-
sufficiency, a regulated grain marketing system and the use of
government reserves as a stabilising instrument. A notable
exception is soya beans. 

China’s net imports of grains are dominated by soya beans,
with average net inflows of 3.9 million tonnes per month this year.
In the first half of the year, abundant supply put downward
pressure on global prices but, in July, dry weather in the US
brought the spot price up 4.7 per cent in the US. The US
Department of Agriculture estimates that the global soya bean
crop in 2010/11will reach the second-highest level on record, and
spot prices later in the year could fall significantly. 

In recent years, there has been much anticipation of a shift in
China’s position within the global corn trade from a significant net
exporter to a net importer. Yet, the policy of self-sufficiency
suggests that imports will primarily serve to fill domestic supply
shortfalls and contain domestic prices. This seems to describe the
current situation, following drought damage last year and
considering the possibility that this year’s harvest may be weaker
than official projections indicate. 

Looking domestically, the overall extent of production losses
from recent flooding is difficult to
estimate. However, of the three major
grain crops, rice is expected to
experience the biggest impact.
Estimates suggest that output for the
current harvest could be reduced by 
7 to 10 per cent year on year. 

Nearly two-thirds of China’s annual
rice output is attributed to the middle
season (harvested in September), but
even so, food security is not expected
to be a major issue. In comparison,
corn harvests are often strong in the
aftermath of big floods, while China’s
annual wheat output is

overwhelmingly produced during the winter wheat harvest.
Compared with 2007-2008, when food-driven CPI inflation

peaked at 8.7 per cent in February 2008, domestic supply
conditions should gradually return to normal this year. This is due
to expectations of a generally good grain harvest for the full year,
and greater government intervention in the pork market to
contain extreme price fluctuations.

China’s rapid growth has meant rising incomes and more
complex diets, notably the increased consumption of meat. At the
same time, scarce agricultural land, environmental degradation
and antiquated farming practices contribute to problems with
supply, compounded periodically by natural disasters. 

In coping with rising demand, China has resorted to higher
imports of “feed grains” and achieved better efficiency in
converting grain to meat, but there is still room for improvement.
Much of this could be achieved with the use of genetically
modified crops. 

China has made significant progress in introducing modern
agricultural techniques, though the pace of change has been
tempered by concerns about rural unemployment. There is a
trade-off between food security and comparative advantage and
how this plays out in the coming years will have a considerable
impact on the rural sector and economic rebalancing. 
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L
ast Thursday marked the
30th anniversary of the
establishment of the
Shenzhen special economic
zone. The occasion reignited

the debate on reforms; in particular, a
speech made by Premier Wen Jiabao

in Shenzhen a few days
before the anniversary drew the most
attention. In his speech, Wen said
political reform must go hand in
hand with economic reform. Without
political reform, he said, the country’s
economic gains could not be
sustained and its drive to modernise
would fail. 

His remarks were not
prominently reported in official press
releases, but they sparked strong
reactions both at home and abroad. It
shows the depth of people’s desire for
political reform, three years after a
target for such reform was outlined in
a report, titled “Building a Socialist
Democracy”, at the 17th National
Party Congress. 

The challenge lies in acting on the
plan. Reforms in China have reached
the point at which political reform is
critical to further progress. While the
economy has continuously made
technical improvements in recent
years, there has been no
breakthrough in areas such as
taxation and factor price reform,
despite the government’s solemn
promises to do so. The reasons are
complex but the main obstacle has
been the lack of progress on political
reform. 

As political reform stalls, so will
cultural and social reforms. And this
will only divide public opinion on the
value and prospects of reform. Thirty
years after China first opened its door
to reforms, and at a time when its
economy has risen through the ranks
to become the world’s second-
biggest, its leaders still have to explain
to the public that only reform can

steer the country to a bright future.
The time for reform is now; we
cannot wait any longer. 

Political reforms and economic
reforms complement each other.
Deng Xiaoping , the architect
of China’s open-door policy,
understood this early on. Political
reforms, he said, will ultimately
determine whether China succeeds
in its reforms. 

There was a time when economic
and political reforms ran hand in
hand. At the start of its open-door
policy, China abolished the system of
life tenure for leadership posts,
promoted the separation of party and
government, and strengthened the

functions of the National People’s
Congress and dialogue between the
government and people. But, in the
last 20 years, political reform has
stagnated. 

Some people have argued that
China’s phenomenal economic
success is proof that its political
system works. According to their
logic, China’s political system,
though largely unchanged for the
past 60 years, has shown that it can
adapt to both a planned economy
and a market economy. This shows
the advantage of the Chinese
development model. Hence, just as
there had been no need for reforms
in the past, there is no need for
reforms now. This line of reasoning
ignores evidence that China’s

political system is increasingly at
odds with its economy. It not only
contradicts the Communist Party’s
decision to undertake reform but also
disregards the people’s wishes for
reform.

The halting pace of reform has to
do with practical worries, mainly the
fear that any misstep in reform efforts
could result in social unrest. This is a
valid concern. But, at the same time,
overblown worries that delay needed
reform will only exacerbate existing
tensions that would destabilise
society. The framework of a market
economy is taking shape after more
than 30 years of reform. China’s
socio-economic structures have been
fundamentally transformed;
economic ties between the different
classes and regions are more secure,
the laws and rights over private
property are clearer. People are
becoming aware of their
independence and rights, and
demand a say in civic affairs. NGOs
are sprouting up, while a well-
educated generation is ready to serve
society. 

With these conditions in place,
political reform – if it is gradual and
orderly – need not be the
destabilising force that leaders fear.
The experiences of neighbouring
countries and regions show that,
while reform would inevitably cause
some ripples in society, modern
economic mechanisms would
survive the test of a steady push
towards genuine democracy. Political
reforms must be implemented
alongside social and cultural reforms,
and these in turn would strengthen –
and be strengthened by – economic
reform. There was heated debate,
too, 30 years ago at the founding of
the Shenzhen SEZ and during its
early development. The argument
then was about whether reforms
were needed – a tussle over ideology.

Today, the reform debate is centred
on the battle of competing interests.
For comprehensive reforms to take
place, we must set up mechanisms
that allow parties with different
interests to negotiate, to prevent both
the arbitrary rule of the few, and the
tyranny of the majority. Social
conflicts are on the rise, while mass
protests have become increasingly
common. The people’s thirst for
change is palpable, and can be
harnessed by politicians with the
courage to seek allies for reform. 

Political reform is a sensitive topic.
This is why discussions on such
reforms in the past two years have
focused on “government reform” or
“administrative reform”, which in
fact sidestep the key issues. In his
speech, Wen said political reform
must include these areas:
● Protect people’s democratic and
legal rights;
● Mobilise and organise the people
to manage the country’s state,
economic, social and cultural affairs,
in accordance with the law;
● Resolve the problem of a
centralised power without checks
and balances, tackle corruption, and
create ways for the people to criticise
and monitor the government;
● Build a fair and just society that
upholds the rule of law, and protect
the vulnerable so that the people may
live with a sense of security and
confidence.

These four principles are
profound and constitute a
breakthrough in the thinking on
political reform. The key is to act on
them.
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