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IN the wake of Prime Minister Wen Jiabao`s visit to Pakistan and the signing of agreements and MoUs estimated loosely at $30bn, it is time we learnt from China`s development model. 
Simplistic as it may sound to experts, the philosophy behind China`s reforms that led to its emergence as the world`s second economic power was based on common sense rather than on arcane economic theories.

The man behind what is often called China`s third revolution was Deng Xiaoping.

Both agriculture and industry were rotting in the wake of the Cultural Revolution when Deng became the leader of the Chinese Communist Party after Mao`s death in 1976. The communes had outlasted their utility, and its members had no interest in work besides the routine required by commune rules. No wonder China was having a food deficit. A similar sloth characterised the cranking industrial complex, for managers had no interest in marketing, their sole aim being to meet production quotas.

Meeting under Deng`s leadership, the CPC`s plenary session (1978-79) decided to undertake vital structural reforms, beginning with agriculture. Despite resistance from the old guard, the party decided to make land family responsibility, with a profit motive: whatever you produced in excess of the quota would be your property, and you could sell it in the market. Within months, farmers had increased their output, selling the surplus stock and earning money. In an astonishingly short time, the rural scene began to change.

In state-run industry, most factories were running losses or were bankrupt. The manager of a factory producing, say, apparel didn`t know and didn`t care to know whether his products were selling. He had no idea what the market for his garments was and who wanted what. What the reforms decided was to make every factory a commercial concern.

The manager must not only produce, he must know what to produce, for whom to produce and where to sell. He must have an idea of the market, the products` price structure, saleability, quality and the need for change and innovation. If the factory became a going concern and earned profits, then it should pay income tax and keep part of the dividend for three specific tasks: increasing workers` wages, spending on research and development and expanding the factory.

One major issue that had to be tackled if the industrial reforms were to succeed was over security of jobs which the workers enjoyed. While the reform did not provide for sacking bad workers, it encouraged the distribution of bonuses among workers in factories making profits, higher wages for good workers, and difficult and harder jobs for bad ones. While this served to straighten out matters in terms of factory environment, the real issue was China`s technological backwardness and the non-availability of modern technology from Japan and the West.

Getting the latest technology required an `opening up` to end China`s economic isolation and a decentralisation of the state and party`s policymaking apparatus. Far-flung regions in such a vast country as China had to wait long for the approval of development plans from Beijing, and this hampered progress.

Besides, Chinese history has always been one of a contest between centrifugal and centripetal forces. The old guard stood in the way of the provinces getting in touch with foreign investors directly. That`s where Deng proved himself man of the hour, with his declarations that they must build socialism with Chinese characteristics, and that it didn`t matter whether the cat was black or white, as long as it caught mice.

With the provinces acting on their own, China was soon home in a surprisingly short time to an incredible variety of western and Japanese high-tech plants churning out goods from pocket calculators and computer chips to helicopters and airliners.

Because of the low labour cost, the cheaper Chinese-made goods flooded world markets, GDP expanded from $216.26bn in 1979 to $303.45 followed by a nine per cent growth rate that took GDP in 2008 to $4,521.83 and $4,909bn this year. This is nine per cent of world economy. The foreign exchange reserves went up from $2.3bn in 1977 to $2,648.3bn now, and a staggering number of people have risen above poverty.

Pakistan has a lot to learn from China in terms of breaking social taboos and bringing minorities and women into the mainstream workforce. Above all, Pakistan must study how China overcame the bureaucratic sloth. Its special economic zones were set up quickly and became instruments of growth in a surprisingly short time because the Chinese leadership cut down on red tape. In contrast, we set up one SEZ in Karachi and it was a grand failure.

While terrorism is a subject unto itself, even `normal` politics — the way it is conducted — hinders economic development. When in the opposition, politicians are indifferent to the consequences of their actions and rhetoric for Pakistan`s economic development, and such issues as dams, power houses, oil and gas projects and even motorways fall victim to politics. When they are back in power, they get the same from the new opposition. Vital projects have fallen victim to litigation motivated by political considerations.

Unlike China`s one-party system, ours is a multi-party polity that operates chaotically. This is Pakistan`s tragedy less because of fake degrees and more because the lack of continuity of the political process has denied democratic institutions the necessary maturity to deal with the kind of economic and political challenges we face. There has never been a shadow cabinet in Pakistan, and no party has bothered to set up committees where experts could focus on economic issues in a non-partisan spirit and come up with concrete plans to put them into operation when it assumes power.
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