1 Introduction

I.I OVERVIEW

The fundamental institution of contemporary China is communist
totalitarianism with Chinese characteristics. This institution differs
fundamentally from non-communist totalitarian regimes, ancient
Chinese systems. It also differs in many aspects from the Soviet
Union. It originated in Soviet Russia and its deep roots in China are
inseparable from the foundations of ancient Chinese institutions.
How does this institution dictate the behavior of the contemporary
Chinese government? How have China’s institutions and their basic
features evolved to the shape that we observe today? In which direc-
tion will these institutions change in the future? Academic research
in this area is generally weak and has many gaps. This book aims
to strengthen academic research in this area and fill in those gaps.
By doing so, I hope to establish a solid foundation for interpreting
China’s historical and contemporary context, while offering insights
that may assist in predicting potential future shifts. For those who
care about China’s reforms, this provides the basis for recognizing
where the country’s fundamental problems lie and for understanding
how to reform its institutions.

In this book, totalitarianism refers to an extreme type of mod-
ern autocracy characterized by total control over society through a
totalitarian party, which is categorically different from any politi-
cal party (further explained in Chapter 8). A totalitarian party is a
modern organization that applies modern methods of control and
propaganda. The descriptive definition proposed by Friedrich and
Brzezinski in 1956 is still a valid summary of the system. This def-

inition identifies six fundamental, complementary components of
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2 INTRODUCTION

the system: Ideology is at the core of the totalitarian party’s control
of the populace; and the party monopolizes and relies on ideology,
secret police, armed force, the media, and organizations (including
businesses) throughout society and controls all resources through
this channel (Friedrich and Brzezinski, 1956, p. 126).

The first totalitarian regime that fit the above definition
emerged from the October Revolution in Russia in 1917. Since then,
the world has seen totalitarian systems founded on various ideolo-
gies. However, the term “totalitarianism” was not coined until the
1920s. The value of a totalitarian ideology at the core of the system
lies more in providing legitimacy, cohesion, and mobilization to
the regime as a governing tool, rather than in its nominal expres-
sion, which has purposely been made misleading by the communists
(see Chapters 8, 10, 11). In fact, its extreme autocratic nature deter-
mines that regardless of its nominal ideology, essential parts of its
expressions will be grossly self-contradictory to the operation of that
system. For example, for communist totalitarianism with a nomi-
nal ideology of Marxism, the fundamental ideology is the dictator-
ship of the proletariat and the party’s unquestionable ruling position
(Leninism). These are not only the basic principles of the specific
institutional arrangements of the totalitarian regime but also the
basis of its legitimacy. However, the communist ideology of abso-
lute egalitarianism and the Marxist ideology of human freedom with
humanitarian connotations are in serious contradiction with the
operation of the totalitarian system. Anyone who adheres to a given
nominal ideology, yet disobeys the paramount leadership, will face
severe punishment under the totalitarian system, regardless of their
position. They may even face physical elimination, as was the case
with figures like Bukharin and Trotsky of the Soviet Union and Liu
Shaoqi and Zhao Ziyang of China, among others.

While the entry of communist totalitarianism into China was
initiated and strongly supported by the Soviet Communist Party, it
is indisputable that the establishment of a communist totalitarian

system in China, at the cost of millions of lives, was a choice made
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I.I OVERVIEW 3

by Chinese revolutionaries, not the Soviet Red Army. The question
is, the end of the Chinese imperial system (dizhi 7 #)' was brought
about by a series of reforms and revolutions aimed at promoting con-
stitutionalism,? but why did China ultimately choose the opposite,
totalitarianism? Moreover, a recent puzzle is why China is still stuck
with totalitarianism after several decades of reform and opening-up
and with private enterprise already dominating its economy.> Why
has the totalitarian system taken root in China so profoundly? A
more fundamental and universal question is, why did human soci-
ety give rise to a totalitarian system? Why did this system originate
in Russia? What similarities exist between the institutional legacies
of Russia and China? To answer these questions, this book proposes
an analytical concept of institutional genes. “Institutional genes” in
this book refer to those essential institutional components repeatedly
present throughout history. In Chapter 2, we will discuss the defini-
tion and mechanisms of institutional genes in detail. Using this con-
cept, we will analyze the emergence, evolution, and characteristics
of contemporary China’s institutions from both a transnational and
historical perspective. Additionally, we will explore the genesis of
totalitarianism, particularly in Russia. The concept of institutional
genes and its analytical framework are significantly inspired by insti-
tutional design (mechanism design) theory* and the path-dependence
theory of North in economics.

Between 1989 and 1992, totalitarian regimes in the Soviet
Union and Central Eastern Europe collapsed. This series of historical
events stimulated academic research on institutions and spurred sig-
nificant developments in the field. Several scholars, such as North and
Coase, received the Nobel Prize in Economics for their work related
to institutions. Nonetheless, aside from Kornai’s work in 1992, most
renowned political economy studies have not delved into the subject
of totalitarianism, nor have they analyzed the transition from totali-
tarian to authoritarian regimes in those countries.’ This research gap
in economics and political economics, in particular, has caused a lack

of basic understanding of the regimes of China, the Soviet Union,
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4 INTRODUCTION

and other former communist countries, making it difficult to antic-
ipate or respond to political reversals in those countries. From an
academic and policy perspective, this seems similar to the awkward
situation economists faced in predicting and responding to the global
financial crisis of 2008. However, the comprehensive consequences
of a totalitarian superpower across the globe, from direct geopolitical,
economic, and military impacts to the indirect influence on the insti-
tutions of other countries, far surpass the consequences of a financial
crisis in terms of breadth and depth. The propositions discussed in
this book, therefore, pertain to institutional evolution in general and
are not limited to China, Russia, or countries experienced in totali-
tarian rule.

This book presents and develops the basic concept, or analyti-
cal framework, which I refer to as “institutional genes.” “Institutional
genes” is a term I coined in this book. It refers to essential institutional
elements that serve as the foundations for other institutional elements
and often appear repeatedly in history. It is a methodological approach
proposed for the in-depth analysis of major issues in institutional evo-
lution. This book applies the institutional genes framework to organize
historical evidence, using historical narratives to elucidate why the
constitutional revolutions in Russia and China in the late nineteenth
and early twentieth centuries faltered. It also examines the paradoxical
outcome of these revolutions, which, rather than fostering constitu-
tional principles, instead gave rise to totalitarian systems that contra-
dicted them. Further, it sheds light on the crucial institutional changes
that these two countries have undergone over the past century and
their lasting influence not only on their own trajectories but also on
the global political economy.

There are many conceptions of institutions. In this book,
the discussion of institutions focuses on three fundamental elem-
ents: human rights, property rights, and political power. In connec-
tion with this focus, the Locke-Hayek thesis on the inseparability
of human rights and property rights is reinterpreted in the context
of the history and reality of totalitarianism (Chapters 2 and 3). The
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essence is that the property rights structure of any society is insep-
arable from the structure of political power in that society, as can
be observed from the arguably most egalitarian distributional struc-
ture of Scandinavian regimes to the most unequal structures of com-
munist regimes. Accordingly, the concept of property rights used
in this book is based on the notion of ultimate control rights — a
concept employed by Locke, Marx, Mises, Hayek, and Hart (residual
rights, Hart, 2017), and one that was widely accepted in academia
and practice before the twentieth century. Chapter 3 explores the
relationship and differences between this concept and the concept of
a “bundle of rights” that has gained popularity since the twentieth
century. Throughout the book, the origins of totalitarian systems are
explored through historical narratives, emphasizing how the institu-
tional genes of these regimes stemmed from a deep-rooted monopoly
on property rights and power and the resulting social consensus that
solidified these structures.

From the perspective of property rights and power structures, a
totalitarian regime consolidates all property rights and power within
society under the control of the totalitarian party, thereby subjecting
all individuals’ human rights entirely to the party’s authority. In
contrast, no dictator, government, party, or institution in any other
autocratic system enjoys such comprehensive control over property
rights and power. Furthermore, the nature of the totalitarian party
dictates that it is not a political party in the conventional sense (as
detailed in Chapter 8).

With the world currently facing the threat of the totalitarian
power of the Chinese Communist Party (CCP), it is particularly
important to revisit Mises’ warning at the end of the Second World
War - that the free world’s multi-decades’ efforts to contain totali-
tarianism have all failed. Unfortunately, this warning has long been
completely forgotten. The neglect of totalitarianism in academic and
policy circles has allowed the CCP to receive unchallenged assistance
from the West across various domains, fueling its meteoric rise not

only in economic strength but also in the expansion of its propaganda,
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6 INTRODUCTION

police, and military capabilities. Even today, recognizing the totali-
tarian nature of the CCP remains a significant challenge in the West.
Under such favorable conditions, the collapse of the Former Soviet
Union and Eastern European (FSU-EE) totalitarian bloc was followed
by the unfortunate expansion of the Chinese totalitarian regime
into a threatening superpower — a development that could not have
occurred without the support of the United States and other dem-
ocratic nations. Existing academic discussions on totalitarianism,
while still valid, are largely based on decades-old literature. These
discussions have often been confined to philosophy, intellectual his-
tory, or the historical records of Soviet Russia, with few efforts made
to systematically study the comprehensive and fundamental mech-
anisms of totalitarianism within the context of the century-long rise
of communist totalitarian regimes. Addressing these gaps, Chapters
6 to 8 of this book explore the origins of totalitarianism as both an
ideology and a system, the reasons it emerged first in Russia, and the
mechanisms through which it rises and operates.

Totalitarian regimes are characterized by the complete erad-
ication of private property and total control over society through
extreme violence. Such regimes emerged from a secular political-
religious movement known as the World Proletarian Revolution.
This movement, driven by the pursuit of egalitarianism and a form
of secular messianism, relied on so-called class struggle, which
was both highly seductive and inflammatory, fueled by hatred
towards the so-called class enemies. However, this secular reli-
gious movement only succeeded in societies that possessed specific
institutional genes — a highly monopolized structure of property
and political power, along with a corresponding social consensus
(Chapter 6). The communist totalitarian movement was first estab-
lished in Russia because it had the necessary institutional genes to
create such a regime. These genes included the autocratic Tsarist
regime, the pervasive influence of Russian Orthodoxy, and the
well-developed network of sophisticated secret (terrorist) political

organizations (Chapter 7).
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I.I OVERVIEW 7

The Bolshevik Party, the world’s first communist totalitarian
party, originated as a secretive political organization. Chapter 8 dis-
cusses the creation of this party and its transformation into a full-
fledged totalitarian party, including the development of its operating
mechanisms. The role and mechanisms of the institutional genes
that facilitated the formation of the Leninist party in establishing
and consolidating a totalitarian regime are analyzed. The creation
of the Soviet regime involved the suppression of opposition through
the dictatorship of the proletariat, the establishment of a Red Terror
regime, the creation of comprehensive state ownership, and the for-
mation of the Comintern (Communist International), the organi-
zation that spearheaded global communist totalitarian revolutions.
The CCP and other communist parties around the world were estab-
lished with the support of the Comintern, with their founding princi-
ples and operational mechanisms transplanted from the Communist
Party of Soviet Union (CPSU). To this day, all the CCP’s fundamental
principles remain derived from the CPSU. Additionally, Chapter 8
systematically analyzes the basic nature and operational mechanisms
of totalitarian parties and how these evolved from the institutional
genes of Tsarist Russia. This analysis is essential for understanding
the nature of totalitarian parties in general, making this chapter cru-
cial even for readers primarily concerned with China.

Chapters 4, 5, and 9 analyze the origins and evolution of the
institutional genes of the Chinese imperial system and the mech-
anisms by which these genes impeded the development of consti-
tutionalism within it. Chapters 10-13 explore how communist
totalitarianism was transplanted into China by the Comintern,
how China’s institutional genes facilitated the establishment of
this totalitarian system, and how a Soviet-style communist regime
was formed. The chapters also delve into the evolution of commu-
nist totalitarianism with Chinese characteristics — regional admin-
istered totalitarianism - during the Great Leap Forward (GLF) and
the Cultural Revolution (CR) in the Mao era, and how this system

supported economic development and reforms during the post-Mao
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8 INTRODUCTION

era, ultimately preserving CCP rule while leading China into the trap
of totalitarianism. From these discussions, it becomes clear that the
so-called “middle-income trap” phenomenon observed since the late
2010s is merely a manifestation of the totalitarian trap, inherent in
the nature of totalitarianism itself.

The final chapter briefly discusses the institutional transfor-
mations of the FSU-EE totalitarian bloc and Taiwan through the lens
of institutional genes and explores the implications of these trans-
formations for China’s future. The key feature that distinguishes
the Chinese system from the FSU-EE totalitarian regimes — Regional
Administered Decentralized Totalitarianism (RADT) — was instru-
mental in enabling China’s private enterprises to flourish under com-
munist rule during economic reforms, becoming the primary engine
of China’s economic growth and thereby sustaining the Chinese
Communist regime. However, the sweeping reversal since the late
2010s suggests that the CCP may not be able to fully escape the fate
of the CPSU. The fundamental institutions of communist totalitar-
ianism remain unreformable and economic reforms appear destined
to fail (Chapters 13 and 14). Furthermore, the peaceful abandonment
of totalitarianism by the FSU-EE communist parties was driven not
only by economic stagnation but also by immense social pressure and
a growing social consciousness regarding human rights and humani-
tarian values. These pressures and social consensus are deeply rooted
in the institutional genes of the FSU-EE countries (Chapter 14). In
comparison, China has a much weaker social awareness of human
rights and humanitarianism. Additionally, under CCP rule, the mil-
itary has long been involved in politics and the CCP has deliberately
institutionalized the grooming of princelings as successors (Chapter
14). These factors suggest that even in the face of prolonged eco-
nomic stagnation, it may be more difficult for the CCP leadership
to peacefully renounce totalitarianism than it was for their FSU-EE
counterparts.

The key to understanding Taiwan’s democratic transformation

lies in recognizing the pre-existing differences in institutional genes
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I.2 INSTITUTIONAL DIVERGENCE 9

between Taiwan and mainland China, as well as the fundamental
differences between authoritarian Kuomintang (KMT) rule and total-
itarian CCP rule in suppressing the institutional genes necessary for
constitutional democracy (Chapter 14). First, the short-lived rule of
the Chinese imperial system in Taiwan ended as early as the late nine-
teenth century, leaving only a shallow influence of Chinese imperial
institutional genes on the island. During the Taisho democracy era
under Japanese rule, Taiwan began to develop the institutional genes
of constitutionalism, including local elections and the assembly of
political parties. Furthermore, the Comintern never reached Taiwan
and the KMT was not a totalitarian party. Under KMT authoritar-
ian rule, the institutional genes of democratic constitutionalism
were suppressed but not eradicated; in fact, some were able to sur-
vive and even grow, albeit with difficulty. During the authoritarian
period, when the Republic of China (ROC) Constitution was partially
implemented, these institutional genes saw significant development
through local elections, the rapid expansion of private enterprises,
and the spread of civil society. This led to a growing social movement
towards constitutional democracy. Taiwan’s institutional transfor-
mation was achieved precisely because the KMT authoritarian rulers

yielded to and responded to this tremendous social pressure.

I.2 INSTITUTIONAL DIVERGENCE

China, Russia, and Japan, at the turn of the nineteenth and twenti-
eth centuries, each endeavored to promote the establishment of con-
stitutional government. Japan succeeded while China and Russia
failed. Since then, there has been an ongoing institutional divergence
between these three powers that has had a major impact on the world.®
Japan was the first non-Western country to establish a constitutional
government and became the first developed nation outside of Europe
and North America (a thorough discussion of Japanese institutional
changes, including its period of militarism, is beyond the subject of
this book). After decades of endeavors towards a constitutional mon-

archy and republic, which ended their imperial systems, Russia and
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China, respectively, created and transplanted totalitarian institutions
that ran counter to constitutionalism.

Since the end of the nineteenth century, for the first time in
2,000 years of Chinese history, the reform advocates who tried to
change the Chinese institution called the traditional Chinese insti-
tution the “imperial system” (dizhi). This tradition has continued to
this day among Chinese intellectuals who are critical of the institu-
tions of the Chinese Empire. This book continues this tradition. The
closest term in political science to dizhi, the Chinese imperial sys-
tem, is an absolute monarchy. However, the powers in the Chinese
imperial system were much more concentrated, such that there was
no boundary between sovereignty and property rights and no judi-
cial institution separate from the executives (Chapters 3 and 4 will
explain further). These make the Chinese imperial system categori-
ally different from the absolute monarchy in Western Europe. The
Tsarist imperial system is more similar to the Chinese system than it
is to the Western European absolute monarchy (see Chapter 7).

The study of the Chinese imperial system is highly relevant to
its economic position in the international arena. This book argues
that the most important reason for China’s decline and the limita-
tions imposed on its catching up is its great institutional divergence.
A century and a half ago, China, or the “Great Qing Empire,” had
the largest economy in the world. Its economy was bigger than the
sum of the second and third largest economies at that time. However,
since the mid nineteenth century, China had rapidly declined. Riots,
revolutions, and civil and foreign wars persisted. Concurrently, two
constitutional reforms faltered, leading to the collapse of the Qing
Empire and the Republican Revolution. However, the Republican
Revolution also soon faltered. As a result, China became one of the
world’s poorest countries, mired in conflict.

In 1949, backed by the Soviet Union, the CCP established the
People’s Republic of China (PRC). At this point, China’s per capita gross
domestic product (GDP) was a mere twentieth of the United States’

(calculation based on Maddison [2003]). The nation remained in severe
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I.2 INSTITUTIONAL DIVERGENCE 1II

poverty for the subsequent three decades under the new regime. It was
not until the post-Mao reform that China experienced more than three
decades of sustained rapid development and became the world’s second
largest economy. In 2018, China’s nominal per capita GDP was nearly
one-sixth that of the United States, or 30 percent of the US figure mea-
sured by purchasing power parity (IMF, 2019).

If China develops to follow a similar trajectory to those of Japan,
South Korea, and Taiwan, its GDP per capita will reach half that of
the United States within the next twenty to thirty years, by which
time China’s total GDP will exceed that of the United States and the
European Union (EU) combined. It would be the biggest challenge not
only to the global economy but also to global science, technology, pol-
itics, and even the military, similar to the expectations or fears about
the rapidly developing Soviet Union during the 1960s and 1970s, even
though the per capita GDP in the USSR never exceeded one-third that
of the United States (Maddison, 2003). However, China’s basic institu-
tions differ significantly from those of Japan, South Korea, and Taiwan.
So, will China’s development trajectory follow that of Japan, South
Korea, and Taiwan, or that of the Former Soviet Union or even the Qing
Empire? What will happen if China cannot even maintain stability?
The answer hinges on China’s institutions and how they will change.

Why did China and Russia, despite initial strides towards con-
stitutional governance mirroring Japan, eventually veer in the oppo-
site direction? Why, after the infiltration of totalitarianism into
China, did the painstaking efforts of China’s intellectuals towards
constitutionalism partially dissipate and partially shift the momen-
tum in favor of totalitarianism? Why did the imported totalitarian-
ism find a deeper foothold in China compared to that in Russia, its
birthplace? Addressing these questions is essential to understanding
contemporary China’s institutions and to anticipating China’s future
trajectories.

Initiated in 1868, the Meiji Restoration represented a signifi-
cant departure in institutional evolution. It laid the foundation for

constitutional governance in Japan. Despite the major twists and
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turns of militarism, the Meiji Restoration and the subsequent consti-
tutional democratic reforms introduced during the Taisho period laid
the foundation for the final establishment of a democratic system in
Japan after the Second World War. Conversely, both Tsarist Russia
and Imperial China, following their respective military defeats by
Meiji Japan, embarked on a series of constitutional reforms and
revolutions aimed at establishing constitutional monarchies and
republics. These tumultuous changes led to the collapse of both
empires. However, rather than establishing constitutional rule, they
rebounded to form the world’s first and largest totalitarian regimes,
respectively. And it was in China that the seeds of totalitarianism
took the deepest root.

Russia’s defeat in the Russo-Japanese War of 1905 sparked a
revolution that led to the establishment of a constitutional monar-
chy and the State Duma, the legislative body. Despite holding several
sessions between 1905 and 1917 after general elections, the consti-
tutional monarchy remained unstable, which paved the way for the
Bolshevik Revolution. The Russian efforts towards constitutional-
ism started in 1814, at the end of the war against Napoleon. During
that year, members of the Russian military elite found themselves
galvanized by the example of the French Revolution and the desire
for constitutional government in Russia was first kindled. This inspi-
ration spurred decades of tireless work by the revolutionary pioneers,
culminating in the establishment of a constitutional monarchy after
the 1905 revolution and a republican provisional government in 1917.
Although the century-long struggle for constitutionalism was fraught
with turbulence and hardship, and the Provisional Government was
weak and faltering, it was not exceptional compared to the tortu-
ous journey towards constitutionalism in most countries around
the world. What made Russia profoundly influential in human his-
tory was the Bolshevik coup of 1917 (interpreted as largely a collec-
tion of coincidences by many historians), which completely ended a
century of efforts towards constitutional government in Russia and
created the world’s first totalitarian system. Why did Russia have
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such difficulty achieving constitutionalism, yet later shift so easily
to its opposite, totalitarianism?

By the time Soviet totalitarianism permeated China, the
conditions there largely mirrored those of revolutionary Russia.
Following its defeat in the Sino-Japanese War of 1895, China twice
attempted to enact constitutional reforms akin to those in Japan,
yet both attempts foundered. The drive for institutional reform was
eventually transformed into a revolutionary call and, subsequently,
the revolutionary objective pivoted from republicanism to its opposite
direction, communism. After enduring several brutal setbacks, a
new generation of Chinese revolutionaries embraced Bolshevik
missionaries, the Comintern. They willingly adopted Soviet insti-
tutions and constructed a totalitarian system, which stood in stark
contrast to the constitutional framework that their predecessors had
originally aimed to establish. I refer to this significant shift as the
“Great Institutional Divergence.”

Since its inception in Russia in 1917, totalitarianism has spread
globally at an unprecedented rate, outpacing the expansion of any
other ideology or institutional model in human history. By the 1970s,
the world’s population under totalitarian regimes surpassed the com-
bined membership of all Christian denominations, the world’s largest
religion. Moreover, without exception, all countries that voluntarily
embraced totalitarianism had been autocratic states with no prior
experience of constitutional government. It is evident that this phe-
nomenon cannot be solely attributed to the ascent of a single leader
or the triumph of an armed insurrection.

However, research into the patterns in the emergence and
evolution of totalitarian systems remains sparse. Many scholars
specializing in institutional studies, including those focusing on
authoritarian regimes, tend to disregard the distinct characteris-
tics of totalitarian systems, such as those found in China and the
Soviet Union, and their influence on other nations’ institutions that
goes beyond geopolitics. Many China specialists tend to underesti-

mate the Soviet Union’s foundational role in shaping contemporary
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China’s institutions. Additionally, numerous Soviet experts often
overlook totalitarianism’s origins and its continuing impact on

today’s Russia and the world.

I.3 CHINA’S INSTITUTIONAL EVOLUTION

The downfall of the imperial system in China heralded the advent
of totalitarianism. A century ago, pioneers of constitutional reform
and the Republican Revolution perceived constitutionalism as an
inescapable route towards China’s advancement. Despite distinct
approaches, both the Hundred Days’ Reform (/X &%) and the
Xinhai (3¢ Z ) Revolution shared the common goal of instituting con-
stitutionalism and substituting China’s imperial institutions with
successful models from developed countries. But these attempted
institutional reforms and republican revolutions all failed.

The key question to be analyzed and discussed in this book
is why China had difficulty establishing a constitutional system
originating from the West (including learning from Japan) but ended up
rapidly and firmly establishing a totalitarian system originating from
the Soviet Union in a relatively short period. What were the institu-
tional antecedents in China for such a development? Subsequently,
China transformed Soviet totalitarianism into regionally adminis-
tered totalitarianism (RADT), totalitarianism with Chinese charac-
teristics, through the Great Leap Forward and the Great Proletarian
Cultural Revolution.” Having been deeply rooted in society, RADT
formed the institutional foundation for China’s post-Mao reform and
made the Chinese communist regime more adaptable and sustainable.
What were the institutional origins of RADT? What is the relationship
between RADT and the major challenges confronting China today?

There have been three dominant views on political reform in
academic and policymaking circles about China’s more than forty
years of reform. The first view holds that China’s national condi-
tions or institutions are unique and that a democratic constitutional
system is not suitable for China. The second holds that constitu-

tional democracy is the ultimate objective of reform but a phase of
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I.3 CHINA’S INSTITUTIONAL EVOLUTION I§

neo-authoritarianism is needed as a transitional stage to develop the
economy as a foundation for democracy.® The third view rejects the
above two perspectives and argues that China can, should, and indeed
must implement reforms leading toward constitutional democracy.

China’s exceptionalism also often manifests in the form of the
so-called “China model.” Does China’s uniqueness allow it to bypass
the regularities universally observed by other nations? Can China’s
economy sustain stable and continuous growth in the absence of con-
stitutional democracy? These fundamental inquiries are what this
book endeavors to tackle. Each of the three perspectives above relates
to a series of basic social science questions: What are the main char-
acteristics of China’s fundamental institutions? Why are these char-
acteristics the way they are? How did they originate and evolve? Why
did communist regimes emerge in Russia and China? Furthermore,
what hurdles will China face as it transitions towards democracy?

Another prevalent view in academic and policy circles con-
tends that economic development is an essential precursor to estab-
lishing constitutional democracy. This perspective argues that China
requires a phase of neo-authoritarianism to address basic subsistence
needs and foster a modern middle class before transitioning to con-
stitutional democracy. However, as historical evidence abundantly
demonstrates, in countries like Britain and the United States, the
establishment of a constitutional democracy preceded an Industrial
Revolution and economic development.

Philosopher Bertrand Russell concluded at the close of the
Second World War that,

Ever since [Rousseau’s] time, those who considered themselves
reformers have been divided into two groups, those who followed
him and those who followed Locke. Sometimes they cooperated,
and many individuals saw no incompatibility. But gradually the
incompatibility has become increasingly evident. At the present
time, Hitler is an outcome of Rousseau; Roosevelt and Churchill,
of Locke. (Russell [1946] 1957, p. 660)
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John Locke was a trailblazer in modern constitutionalism and
played a vital role in drafting the documents of England’s Glorious
Revolution. His perspectives on human rights significantly influ-
enced the US Constitution, the constitutions of all democracies,
and the United Nation’s Universal Declaration of Human Rights. A
century after Locke, French philosopher Jean-Jacques Rousseau pro-
posed that individual rights should be limited, or even nullified, for
societal benefit and the so-called “general will.” He also maintained
that private property rights are a source of inequality. Rousseau’s the-
ory was put into practice during the French Revolution’s Reign of
Terror led by the Jacobins and inspired Gracchus Babeuf, who cre-
ated the first communist movement with the aim of seizing power
and wealth through violence to achieve absolute equality under the
rule of a clandestine organization. The concepts and movements of
Rousseau and Babeuf were further developed by Marx and Lenin, lay-
ing the foundation for totalitarianism.

Locke’s philosophy was never popular among Chinese and
Russian intellectuals. Instead, thinking derived from Rousseau and
Babeuf, and later developed by Marx and Lenin, prevailed among
Russian intelligentsia and Chinese revolutionaries. To understand
the origins of totalitarianism, a critical question arises: Why did
Russian intelligentsia and Chinese revolutionaries embrace the ideas

of Rousseau, Marx, and Lenin while rejecting Locke’s?

I.4 THE INSTITUTIONAL REGIME IN CONTEMPORARY
CHINA: AN OUTLINE

The nature of contemporary China’s fundamental institution is a
subject of ongoing debate. In this book, I characterize it as Regionally
Administered Totalitarianism (RADT), as previously mentioned, a
concept that I expound upon in Chapters 12 and 13, along with an
analysis of the regime’s evolution. Essentially, it began with the total
Sovietization of China in the early 1950s.

The foundation of the classic model of totalitarianism that

China adopted from the Soviet Union was the Chinese Communist
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I.4 THE INSTITUTIONAL REGIME IN CONTEMPORARY CHINA 1I7

Party, formerly known as China’s “Bolshevik” party. This entity
initially received substantial support from the Soviets. The CCP’s
authority was absolute, with the party maintaining comprehensive
control over the executive, legislative, and judicial branches of gov-
ernment, the armed forces, propaganda machinery and media, all
resources, as well as all state and non-state organizations and enter-
prises. There was no separation between the party and the govern-
ment. The party directly appointed all departmental officials and
regional administration leaders at every level. Regional governments
lacked autonomy, let alone sovereignty, and local party-state officials
were appointed by their superiors within the CCP. In these aspects,
China’s institutional regime mirrored the classic totalitarian model
established in the Soviet Union.

In the RADT system, local party-state agencies are delegated
with administrative and economic functions, as well as the bulk of
resources, under the totalitarian premise of centralized appointment
and political and ideological control. This institutional change from
classic totalitarianism to RADT began in 1958 with the implementa-
tion of the Great Leap Forward and was solidified during the Cultural
Revolution (1966-1976).

RADT was the institutional foundation of the post-Mao reform.
In the initial three decades of reform, with the aim of preserving the
regime, the party’s societal control passively slackened as private
businesses flourished in downstream manufacturing and the service
industry. Simultaneously, a limited degree of pluralism began to take
shape. The emergence of private property ownership, community
organizations, and limited ideological diversity, along with expansion
of the media, gradually diluted the party’s dominance in socioeco-
nomic matters and ideological discourse. This period witnessed
a partial transition towards authoritarianism, more specifically,
regionally decentralized authoritarianism (RDA),” albeit this shift
was transitory in nature. Since the second decade of the twenty-first
century, despite many of China’s elites eagerly anticipating reforms

towards constitutionalism, China’s system has instead reverted to
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18 INTRODUCTION

totalitarianism, that is to say, RADT. It is important to note, how-
ever, that history’s so-called repetitions only recreate certain fun-
damental features in new circumstances, not every detail. Today’s
return of RADT in China is no exception.

Constitutionalism as an ideology made its way into China
decades before the establishment of the first communist totalitar-
ian regime in Russia. When the Russian Bolsheviks created the CCP,
most of its founding members had a very limited understanding of
communist ideology (as detailed in Chapter 10). But why did com-
munist totalitarianism gain a foothold in China instead of consti-
tutionalism? Why did totalitarianism not maintain its classic form
in China, as it did in other communist countries, but rather evolved
into RADT? Why has RADT become so deeply entrenched and dif-
ficult to remove in China? The answers to these questions can be
found by examining the characteristics of China’s institutional genes
and the necessary institutional genes that underpin totalitarianism.

The institutions of Imperial China represent the most
enduring and meticulously organized autocratic systems in global
history. The long-term stable structure of the Chinese imperial
system is directly related to its unique institutional genes. Some
of the basic components of these institutional genes originated in
the Warring States period before the establishment of the empire.
During the early phase of the unified empire under the Qin and
Han dynasties (from 221 BcE to 220 ck), imperial institutions
began taking shape. In the long process of the collapse of the impe-
rial system and subsequent reunification, the institutional genes
of China’s imperial system were significantly improved during
the Sui, Tang, and Song dynasties (from 581 to 1279). In the fol-
lowing millennium, these improved institutional genes became
highly stable. During the process of dynastic changes, they con-
tinuously replicated and evolved. After the Mongols and Manchus
overthrew the Song and Ming dynasties, they abandoned their own
ruling methods and adopted Han Chinese imperial institutions
(see Chapters 4 and 5).
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I.§ THE INSTITUTIONAL GENES OF RADT 1I9

Institutional genes and the incentive-compatibility issue of
the key players in institutional changes'® largely determined the fate
of various reforms and revolutions in modern Chinese history. The
half-century-long endeavor towards democracy and constitutional-
ism, from constitutional reform to the Republican Revolution, ended
in failure. By contrast, the process of establishing totalitarianism
in China was very rapid and firm. After the collapse of the Chinese
Empire, some institutional genes from the imperial period continued
to self-replicate in new forms within the totalitarian system until
today (see Chapters 9-12). The crux of comprehension lies in recog-
nizing the parallels between the institutional genes of China’s inher-

ent imperial system and those of the imported totalitarian regime.

I.§ THE INSTITUTIONAL GENES OF REGIONALLY
ADMINISTERED TOTALITARIANISM

The governance structure under the RADT in contemporary China
constitutes an institutional trinity: a tripartite blend of fundamental
institutional elements that underpin China’s entire political and eco-
nomic framework. Figure 1.1 delineates these institutional elements
and their interconnections. The central box at the top represents the
party-state bureaucracy, which lacks separation between executive
and judicial functions. On the lower left, we see the party-state’s con-
trol over property rights and law, manifested in state ownership of all
the land, a state-dominated financial sector, and a monopoly over the
economy’s commanding heights. Lastly, on the lower right, we find
the CCP’s control over official personnel and ideology. This power
structure ensures the party’s absolute societal control, upholding sta-
bility by securing political, economic, and personnel support for the
totalitarian system. Chapters 3-5 and 10-12 delve deeper into what
makes this structure qualify as an institutional gene of contemporary
China’s regime and they trace its evolution.

In the RADT regime, local governments hold complete adminis-
trative and economic functions under the premise that all local party

officials are appointed from above and that political and personnel
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Top-down bureaucratic control
featuring:

Regionally administered
administrative and judicial
functions

State ownership of land

and the financial sector CCP central control over

official personnel and

Economic and legal ideology

foundation of the
RADT system

FIGURE 1.1 The power structure of regionally administered
totalitarianism (RADT).

matters are highly centralized. The absence of specific centralized
directives or planning instructions to localities in terms of specific
administrative and economic management is a fundamental difference
between RADT and classical totalitarianism. Figure 1.2 encapsulates
the salient attributes of the central-local governance framework and
power distribution under RADT. To underscore the decentralization
of administrative and economic authority, Figure 1.2 only illustrates
the functional arrangement at the central and county governance
levels. Although similar configurations exist at intermediate levels,
they are omitted for brevity. As shown in Figure 1.2, grassroots local
party-state authorities possess nearly all the fundamental functions
akin to those of the central authorities. Additionally, local party-state
authorities take the lead in overseeing the comprehensive manage-
ment of these functions. The section will delve into the pivotal role
the RADT system played in China’s economic reform. More impor-
tantly, Chapters 4, 5, and 9-12 will analyze the genesis, evolution,
and continuity of this system throughout China’s imperial period as
well as during the CCP’s revolutionary and governing periods.
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Politburo Standing
Committee

Centrally controlled ministry
and commission functions

Control of regions
by central authorities

Organization| Propaganda Shan@ong Sha?"“ Heqan
Province | Province | Province

Sub-provincial level

County party committee controls
all county-level functions

m S m M M

FIGURE 1.2 Institutional genes of the regional governance structure
under RADT.

China’s distinct RADT system came into being via the par-
tial deconstruction of Soviet-style institutions during the Great Leap
Forward and the Cultural Revolution. Chapter 12 scrutinizes why,
after the comprehensive transplantation of totalitarianism from the
Soviet Union, China’s “continuous revolution” transformed into the
RADT system.

1.5.1 Origins of the Institutional Genes of the RADT
System

The institutions of contemporary China are inextricably linked to
those of the former empire. To comprehend the genesis of the institu-
tional genes underpinning China’s contemporary system (as depicted
in Figures 1.1 and 1.2), we need to examine the institutional genes of
China’s imperial system (Figures 1.3 and 1.4). A comparison of Figures
1.1 and 1.3 reveals striking resemblances between the institutional
genes underpinning the power structures of both the imperial era
and the present day. Subsequent chapters of this book will delve into
the specific parallels between the institutional genes of ancient and
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Junxian system

Top-down bureaucratic
control of political and
judicial functions

Imperial control of land Imperial
examinations
Economic and legal
foundation of the Control of imperial
imperial system personnel and
ideology

FIGURE 1.3 The trinity of institutional genes comprising the
governance structure of China’s imperial system.

Imperial Court control of Imperial Court control of
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Personnel | Finance

FIGURE I.4 Institutional genes of China’s junxian bureaucracy since
the era of the Sui and Tang dynasties.

modern China, the factors contributing to these similarities, and the
mechanism facilitating their transmission.

At the center part of imperial China’s trinity of institutional
power, as depicted in Figure 1.3, was the bureaucratic system estab-
lished under the Qin dynasty (221-206 BcE), known as the junxian &£
(prefecture-county) system.!! The judiciary was always an intrinsic part
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I.§ THE INSTITUTIONAL GENES OF RADT 23

of the bureaucracy. In this top-down bureaucracy, bureaucrats appointed
by the emperor replaced the aristocrats’ rule over local areas during the
Zhou dynasty. The judiciary was also inherently embedded within the
bureaucracy. The primary threat to imperial authority was the potential
rise of a new nobility from within the imperial system itself. Since the
aristocracy that might arise within the imperial system was the greatest
potential threat to challenge imperial power, the empire had to prevent
that from happening whenever possible. The imperial land system,'?
as shown in the lower left box in Figure 1.3, instituted since the Qin
dynasty, served to eradicate the aristocracy.

However, the amalgamation of imperial land control and bureau-
cratic systems proved insufficient to prevent the emergence of a hered-
itary, de facto nobility, who often intended to be independent of the
emperor. The imperial examination system, formally established dur-
ing the Sui and Tang dynasties (with an earlier version introduced
during the Han dynasty, though it was not fully institutionalized), as
shown in the bottom right box of Figure 1.3, served as a critical person-
nel strategy that disrupted the intergenerational transmission of power
among senior officials. It was an instrument of personnel control that
safeguarded the emperor’s absolute authority over the bureaucracy.
Simultaneously, it also served as a tool for ideological control, ensuring
that all individuals entering the bureaucracy were properly indoctri-
nated with loyalty to the monarch. Upon the consolidation and refine-
ment of this institutional trinity during the Song dynasty (960-1279),
the emperor’s and the imperial court’s powers were effectively solidi-
fied. This robust institution of imperial rule remained unchallenged by
any internally emerging powers for the subsequent millennium.

Establishing effective rule at the local level is a critical pri-
ority for any empire. Figure 1.4 illustrates the structure of local
control within the Chinese imperial system, delineating the insti-
tutional genes of the junxian system. By juxtaposing Figures 1.2
and 1.4, the remarkable similarity between the junxian system and
today’s RADT becomes readily apparent. Chapter 12 examines how
China’s institutional genes have localized the foreign totalitarian
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institutional genes, which has led to the formation of China’s con-
temporary institutional genes.

Figure 1.4 depicts the core functions of the imperial court, which
were divided among Six Ministries that were responsible respectively
for personnel, finance, examinations and rites, the military, judi-
ciary (mostly penal affairs), and public construction. Each was headed
by a minister appointed by the imperial court. At the local level,
the expansive empire was administrated by prefectural and county
authorities, or by provincial, prefectural, and county authorities, each
of whom was under officials directly appointed by the imperial court.
Faced with the trade-off between ensuring absolute imperial rule and
the effectiveness of that rule, along with the logistical limitations in
terms of communication and transportation, the empire delegated all
administrative functions to officials at varying levels of local govern-
ments while maintaining strict control over the officials themselves.
Each level, from the imperial court to the county, housed offices for
imperial personnel, finance, examinations and rites, the military, judi-
ciary, and public construction. These offices mirrored the functions
of the Six Ministries, with a magistrate overseeing these functions at
the county level. The functional structures at intermediary levels fol-
lowed the same pattern, although they are not depicted in the diagram.

The institutional genes depicted in Figures 1.1 to 1.4 evolved
and were refined during 2,000 years of the empire, tenaciously
self-replicating at the core of the imperial system. Whether it was a
dynastic change due to a peasant uprising or a dynasty ruled by invad-
ing foreign powers, these institutional genes continued to be replicated.
Even after the collapse of the imperial system, these institutional genes
continued to dominate the path of China’s institutional evolution

through the choices of reformers and revolutionary elites.

I.6 INSTITUTIONAL GENES: FROM THE IMPERIAL
SYSTEM TO COMMUNIST TOTALITARIANISM

Communist totalitarianism is not native to China; it is, in fact, an

imported system. Those who oppose the adoption of constitutionalism
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and democracy in China assert that these are foreign institutions and
thus they are unsuited for China, predicting their inevitable failure.
However, totalitarianism is also foreign to China. Why, then, is it
deemed “suitable for China”? Furthermore, why has totalitarianism
rooted itself so deeply in Chinese society? These issues are addressed
in Chapters 4, 5, and 9-12.

A prevailing explanation for the revolutions in twentieth-
century China centers around the country’s profound nationalism.
This explanation indeed captures some truth, as Chinese national-
ism, whether overt or covert, played a pivotal role in the Republican
Revolution and the May Fourth Movement, which laid the ground-
work for the CCP. However, it is worth noting that Russia was
the largest foreign occupier of Chinese territory by the end of the
nineteenth century, a fact that was well known to the Chinese.
Additionally, during the Russo-Japanese War, the Qing Empire sup-
ported Japan’s endeavors to expel Russian forces from China. If one
applies the nationalism perspective literally, the Russian-inspired
revolution should have faced strong opposition from nationalist
revolutionaries during the post-May Fourth nationalist upsurge.
Curiously, China’s radical revolutionaries, including prominent fig-
ures like Sun Yat-sen, Wang Jingwei, Liao Zhongkai, and influen-
tial participants in the May Fourth Movement like Chen Duxiu and
Li Dazhao, avidly embraced the Russian Bolsheviks’ revolutionary
ideas immediately upon being exposed to them. Why? Regardless
of the strategic choices made by individual revolutionary leaders,
the revolutionary fervor of the participating, fervently nationalistic
masses was not only a factor that these figures could seldom gen-
erate on their own but also one that could not be overlooked. This
book delves into this inquiry by examining the institutional genes of
the traditional Chinese imperial system and the totalitarian system
through the lens of incentive-compatible institutional evolution.

The Hundred Days’ Reform of 1898, which aimed at estab-
lishing a constitutional monarchy, was the first attempt in China’s
2,000-year history to challenge the imperial system. Liang Qichao, a
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leading advocate of this reform, once said there had only been rebel-
lions, not revolutions in Chinese history. By revolution, he meant
replacing autocracy with constitutional government; by rebellion, he
meant a change of dynasty that kept the same institutions in place.
Any institutional change that curtails royal authority is inevita-
bly incompatible with the interests of those in power. Thus, such
successful changes necessitate the involvement of external forces
beyond the monarchy’s control. Royal authorities would never will-
ingly endorse a peaceful transition to constitutional monarchy with-
out significant external pressure, which is strong enough and has its
own power base. However, two millennia of imperial rule in China
eradicated the nobility and other significant independent sources of
power, and the remaining sectors of influence outside direct royal
control were kept minor and feeble.'® The institutional genes of
the imperial system, with its highly monopolized control over land
rights, predetermined that a constitutional monarchy would be an
institutionally incompatible change.

Indeed, the Hundred Days’ Reform and subsequent Late Qing
Reforms were merely expedient attempts at self-preservation by the
imperial court. According to the principle of incentive-compatibility,
once the threat to survival was removed, the imperial authorities
would employ every resource at their disposal to resist restrictions
and undermine constitutionalism. Consequently, the incentive-
incompatible institutional reforms introduced to China during this
period all failed in succession. Eventually, many of the reformers
who had initially supported a constitutional monarchy regarded the
imperial court’s reforms as merely in name only, and they turned
to support the revolution aimed at overthrowing the empire. The
Republican Revolution of 1911 ended the longest-lasting imperial sys-
tem in human history, but it failed to establish a stable constitutional
alternative. The most devastating force to destabilize the Republic
was Sun Yat-sen himself, the leader of the Republican Revolution. He
initiated a “Second Revolution” and personally dismantled the fragile
constitutional system that had just been established. Chapter 9 will
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delve into the pivotal role the imperial institutional genes played in
many ostensibly random historical events.

A series of failed constitutional reforms and the Republican
Revolution paved the way for the emergence of totalitarianism in
China. Shortly after the Bolsheviks established a totalitarian regime in
Russia, they created an international arm, the Comintern, which estab-
lished a branch in China, the CCP. This marked the historical begin-
ning of totalitarianism in China. When the Comintern was seeking to
promote global revolution, China was considered a peripheral target.
But the Comintern’s efforts in all of their main target countries ulti-
mately failed. Although the transition to constitutionalism is rarely
seamless anywhere in the world, it is exceptionally uncommon for
a country to willingly choose and successfully implement totalitar-
ianism. What made China special that the CCP, with the support of
the Comintern, developed so rapidly, eventually seized power, imple-
mented the Soviet system, and further established totalitarianism
with Chinese characteristics? The answer to this historical anomaly,
explored in subsequent chapters, lies in the close relationship between
the institutional genes of totalitarianism and those of the Chinese
Empire. On the other hand, the institutional genes of the Chinese
imperial system and those necessary for a constitutional system are

not only far apart but also are in conflict with each other.

1.6.1 The Genesis of Totalitarianism in Soviet Russia

Russian Bolshevism was the world’s inaugural totalitarian system.
Despite Marx’s assertion that a proletarian revolution could only
emerge in the most developed capitalist economies, not in a back-
ward place like Russia or China, the Bolsheviks claimed to be Marxist
and labeled their revolution as proletarian. Why then was Russia the
birthplace of totalitarianism? This question is directly related to an
understanding of the emergence of totalitarianism in China and the
future of China. The explanation in this book focuses on how the
institutional genes of Tsarist Russia contributed to the creation of

the Soviet totalitarian system.
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Some authors describe the establishment of Soviet power by the
Bolsheviks as a collection of coincidental events or the emergence of
Soviet totalitarianism in Russia as the result of conspiracy, cunning,
and brutal violence. Each narrative reflects important aspects of his-
tory. However, such large-scale implementation of violence requires
many people to execute it voluntarily, even creatively and fanati-
cally. The incitement, fanaticism, organization, and brutality of the
Bolsheviks required a highly intense incentive mechanism.'* So, his-
tory cannot be accounted for purely because of a gang of conspirators’
atrocities. These same traits characterized the strain of Bolshevism
that later arose in China with the support of the Comintern. The
tragedies of China’s Land Reform movement, Campaign to Suppress
Counterrevolutionaries, Anti-Rightist Campaign, and Great Leap
Forward, followed by the Cultural Revolution, all demonstrate the
enthusiastic and active involvement of millions of zealous followers,
guided and motivated by totalitarian leaders. The revolution spear-
headed by the CCP generated incentives potent enough to unite the
entire nation, despite Sun Yat-sen’s description of the Chinese people
as being as disjointed as “a sheet of loose sand.” So, what incited this
unity? The emotional resonance and organizational discipline of the
party cannot be solely ascribed to coincidence. If it was not purely
accidental, what was the underlying mechanism?

Chapters 7 and 8 analyze the emergence of three institutional
genes in the Tsarist period which led to the totalitarianism of the
Soviet Union: the secret political terrorist organizations of late
Tsarist Russia, the Eastern Orthodox Church, and the institutions
of imperial rule under the tsars. From the outset, the Bolsheviks
were markedly different from other Marxist parties in their orga-
nizational principles and methods, which were inherited from the
secretive terrorist political organizations prevalent in Russian soci-
ety. When Lenin founded the Bolshevik wing of the Russian Social
Democratic Labor Party (RSDLP) in 1903, its foundational principles
closely mirrored those of the Narodnaya Volya, or People’s Will, a

prominent political terrorist organization of that era. Lenin’s brother,
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who was executed following a botched assassination attempt on the
Tsar, was a local leader of the Narodnaya Volya and several of the
early Bolshevik leaders had strong connections with the organiza-
tion. Even leading figures of the international communist movement
at that time, such as Karl Kautsky and Rosa Luxembourg, criticized
Lenin’s Bolsheviks as a terrorist organization and asserted that the
Soviet regime would bring a reign of terror.'®

However, the totalitarian party vastly outstripped the secret
political terrorist organizations in capability. The biggest difference
lies in its systematic, highly appealing ideology, extremely strong
incitement, and extensive, religious-like ability of mobilization that
permeated society. The roots of this extraordinary mobilizing capac-
ity can be traced back over a thousand years through the history of
Christianity and the Church (see Chapter 6).

In his later years, Engels wrote about the origins of commu-
nism and socialism in early Christianity (Engels, 1895). Kautsky
also explored the origins of communist thought in the Bible, pin-
pointing the medieval Reformation as the genesis of the earliest
communist movements. Characterized by extreme zealotry and bru-
tality, these movements — some carried out on a significant scale —
were a characteristic feature of the Reformation in certain regions
of Europe (Kautsky, 1897, pp. 12-17). They were evident in several
towns and cities across Central and Western Europe, and sometimes
in established short-lived communist societies, such as the Hussites
in Bohemia and the Miinster Commune in Germany. Many other
aspects of Marxist thought, including the idea of historical inevita-
bility, the downfall of the old world and the rise of a new one, belief
in a savior and redemption, and martyrdom, have their roots deeply
embedded in Christianity (see Chapter 6). In many ways, the inter-
national communist movement led by Marx and Engels resembled a
second Reformation but with historical inevitability, communism,
Marxism, and Das Kapital replacing God, Heaven, Jesus, and the
Bible. Chapter 6, based on historical evidence from Europe, explains
the Christian origins of a secular religion, that is to say, communist
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totalitarianism. It also explains how this institutional gene made
communist totalitarianism the most influential ideology and insti-
tution at one point. This is the intellectual starting point for under-
standing fanatic communist movements in Russia and China.

Just as the Roman Empire’s greatest contribution to Christianity
was its establishment as the state religion, the Bolsheviks’ primary
contribution to the communist movement was the creation of a
secular totalitarian caesaropapism founded on Marxist ideology.
Regarding ideology and mobilization, the institutional genes for
totalitarianism in Russia originated from the branch of Christianity
dominant in Tsarist Russia: Russian Orthodoxy, which had per-
meated the population of the land long before the existence of the
Russian Empire. Whether by design or inadvertently, the Bolsheviks
appropriated the Orthodox Church’s well-established mechanisms
of propaganda, organization, and punishment to mobilize, appeal to,
and govern for centuries. Through these inherited characteristics of
the Orthodox Church, the Bolsheviks infiltrated and exerted con-
trol over Russian society, from ideology to organization and power
structures. While it may be coincidental that Stalin received a formal
education at an Orthodox seminary, the Bolsheviks’ successful emu-
lation of the Orthodox Church was more than mere happenstance. In
this political religion,'® Marxism-Leninism’s classics supplanted the
Bible, revolutionary martyrs displaced Christian martyrs, and com-
munist society emerged as the new heaven. Mirroring the methods of
the apostles in disseminating the news of Jesus Christ, the Bolsheviks
established a cult of personality around their leader, elevating him to
the status of a saint and savior. Revolutionary heroes and martyrs
were canonized, their exploits commemorated, and temples erected
in their honor. The religious custom of mass rituals was replicated,
while penance to God was transformed into penance to the party. Liu
Shaoqi coined the corresponding phrase “criticism and self-criticism”
for use in China, a country devoid of a comparable religious tradi-
tion, in his 1939 book How to Be a Good Communist. Under Stalin’s

regime in the Soviet Union, classic Marxist works served as the Old
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Testament, while Stalin’s History of the Communist Party of the
Soviet Union (Bolsheviks): Short Course (Stalin, 1975), supplemented
by Lenin’s work on Bolshevism, constituted the New Testament.
Mao Zedong adopted this blueprint, converting volumes of rehashed
history into China’s uncontested “classics” and presenting himself
as the “Great Savior of the Chinese People.”

Upon seizing power, the Bolsheviks soon dominated every
facet of Russian society by controlling the government and all
resources. The institutional genes for totalitarianism, in terms of
practical control, originated from the Tsarist Empire. These include
the Tsar and his court’s monopoly over political, economic, mili-
tary, and judicial powers, the highly monopolized power structure
of the system, control over the Church, and the social consensus
(legitimacy) supporting the monopolization of power through vio-
lence. On this basis, the Bolsheviks developed a totalitarian system
with a total monopoly of power and property rights that was unprec-
edented in human history, controlling all aspects of society wholly
and comprehensively.

Marxist theory, echoing the Christian theme of salvation,
posits that the international communist revolution can only triumph

once everyone in the world achieves liberation.

1.6.2 The Rise of Communist Totalitarianism in China

The Comintern sent representatives to China soon after its creation
but its delegates discovered that China was 500 years behind the
advanced economies. According to Marxism-Leninism, such back-
wardness could only be peripheral to the Comintern’s operations.
Yet, paradoxically, China emerged as the Comintern’s most signifi-
cant success, if not its only success. As elucidated in Chapters 8-10,
China’s institutional genes bore a striking resemblance to those that
engendered Bolshevism, whereas they were distinctively different
from those in the West. Of the three institutional genes that gave rise
to Soviet totalitarianism, two similar ones were present in China: the

imperial system and a tradition of secret societies. The monopolization
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of power, stringent controls, and the overall institutional stability of
China’s imperial system were more pronounced than those of Tsarist
Russia. Furthermore, China’s secret societies, such as the White
Lotus Sect, the Green Gang, the Heaven and Earth Society, the Triads,
and the Brotherhood Society, had a more extended history and were
potentially more organizationally sophisticated than their Russian
counterparts. This shared lineage of institutional genes facilitated the
creation of a Bolshevik system in China and the launch of incentive-
compatible communist totalitarian movements there.

However, one institutional gene that was crucial in the genesis
of totalitarianism was absent in China: an Eastern Orthodox tradi-
tion. The emperors had curtailed the influx of Christianity and other
Western ideologies into China. There was no widespread belief or
consensus regarding a monotheistic God, God’s Truth, or a Savior,
nor did any Church hold a national authoritative position. This
absence limited the potential for generating totalitarian ideas in the
vein of Marxism and Leninism and made it challenging to manifest
such an ideology in the form of totalitarian institutions capable of
penetrating and controlling society. Therefore, creating a totalitar-
ian system in China necessitated direct involvement from an exter-
nal force, such as the Comintern, to cultivate and support various
aspects, including promoting beliefs, unifying thoughts, launching
propaganda, and establishing organizations.

The largest insurrection in China’s late imperial period, the
Taiping Rebellion, which spanned from 1850 to 1864, borrowed
elements of Christianity. Certain Christian tenets were utilized
to legitimize the uprising and proved highly effective in mobiliz-
ing the masses. However, Western missionaries and Western powers
refused to support the Rebellion when they discerned that it was
Christian only in name. In subsequent years, both Sun Yat-sen and
Mao Zedong took Hong Xiuquan, the Rebellion’s leader, as a role
model. Unlike the Taiping Rebellion, the Comintern directly intro-
duced a new ideology into China, erected novel institutions, and

actively endeavored to modify China’s institutional genes. As Mao
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Zedong declared, “The salvoes of the October Revolution brought us
Marxism-Leninism.”

In 1920, the Comintern dispatched representatives to establish
its branch in China. From the official establishment of the CCP in
1921 until the Comintern’s dissolution in 1943, the CCP functioned
as a branch of the Comintern and identified itself as Bolshevik. All
major decisions of the CCP had to be approved by the Comintern,
which provided financial and material resources and selected the
party’s top leaders. In 1931, under the Comintern’s guidance, the
CCP founded the Chinese Soviet Republic, China’s first rudimentary
totalitarian regime. From 1931, when Mao Zedong joined the CCP
leadership, to 1938, when he ascended to the party’s highest-ranking
leadership, he leaned heavily on the Comintern for recognition,
direct support, and supervision. The party’s Yan’an Rectification
Campaign in 1942 was a Stalinist purge with Chinese characteristics,
after which Mao Zedong was elevated as the unchallenged leader
who had full control over the CCP. From then on, the CCP became
an independent Bolshevik party with a blend of institutional genes
from both Imperial China and the Soviet Union, hence constituting a
new and unique Chinese institutional gene.

After the Second World War, the CCP, with assistance from
the Soviet Union, emerged victorious from the Chinese Civil War
and subsequently established total control over China. From 1949
onwards, with the party serving as the linchpin of the regime, Soviet
totalitarianism was comprehensively transplanted into China,
encompassing diverse domains such as the economy, politics, law,
military, education, and scientific research, among others. Even the
inaugural constitution of the PRC was formulated under pressure
from Stalin and with the assistance of Soviet experts; Stalin person-
ally reviewed the final draft.

In places where totalitarian systems have developed, they often
demonstrate significant strength in their early stages. Totalitarian
parties employ methods such as incitement, violence, and coer-

cion to generate extraordinarily potent incentives that result in
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the formation of the “masses.” These masses are manipulated into
becoming formidable forces that dismantle the “old world” and con-
struct a “new world” that paradoxically subjugates them in the end.
Consequently, totalitarian parties seem to possess the capacity to
establish systems that fundamentally contradict the incentives of
the majority of individuals in society.

Unlike the establishment of totalitarian regimes, stable and
long-term incentive-compatible systems that have emerged in
human history have evolved slowly. This evolution is the process
of synthesizing a large number of competitive, seemingly random
short-term changes or events. In such an institutional evolutionary
process, leaders and participants on all sides of the competition are
mostly focused on short-term, local goals. For a conventional polit-
ical party, including the early Social-Democratic parties within
the communist movement, long-term objectives that were not
incentive-compatible were unfeasible due to their lack of appeal for
electoral support.

But a totalitarian party is an ideologically dominated, tightly
controlled organization with iron discipline (internal factions are
banned). The tight top-down organization and iron discipline of
these parties enable them to promote highly seductive and inflam-
matory ideologies that conceal the truth and achieve their ultimate
goal of eliminating competitors and gaining total control over society
through a step-by-step plan. Ideology provides legitimacy for their
totalitarian goals and step-by-step implementation is their strat-
egy. Chapters 8 and 10-13 use historical evidence to analyze how
the Bolsheviks and CCP decomposed their incentive-incompatible
grand goals into multiple, often contradictory, short-term incentive-
compatible goals, which were systematically and violently achieved
through a divide-and-conquer approach.

Violence is an inherent component of totalitarianism. However,
the resources available for violence are intimately tied to the total-
itarian regime’s mobilization capacity. The violent upheaval of rev-

olution, through which totalitarian systems are forged and refined,
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relies upon the mass mobilization of a substantial societal elite and
working class, rallying them to the revolutionary cause.'” In China,
the CCP effectively garnered mass support by leveraging China’s
institutional genes to transform interim objectives into revolution-
ary acts or campaigns that aligned with the short-term incentives of
a large populace. For example, it promised democratic freedoms to
the elite and made commitments to secure land and property rights
for the poor rural population. However, the CCP reneged on all of
these promises, backed by coercive forces, within just a few years (see
Chapter 11). Furthermore, these CCP actions were like a repetition
to those of the Bolsheviks (see Chapter 8).

By strategically designing a mechanism for continuous revo-
lution, inherently incentive-incompatible objectives can be decom-
posed into a series of short-term, seemingly incentive-compatible
stages. This was the approach adopted by the Bolsheviks and the
CCP extended this strategy to its extreme, with each stage of the
revolution meticulously pre-planned. Ideology, proclaimed as “the-
ory” by the party, provided a semblance of legitimacy for frequently
self-contradictory initiatives such as the Land Reform movement
and agricultural collectivization. In some instances, campaigns that
served the established and long-term objectives were launched in
response to specific events. One such instance was the Anti-Rightist
Campaign, which was initiated in response to the “episodes” of the
Hungarian Revolution of 1956 and Khrushchev’s secret speech to the
20th Congress of the Communist Party of the Soviet Union (CPSU).
Crucially, each short-term, incentive-compatible step in the process
weakened or eradicated a segment of the political or social forces
resisting revolution, including those within the party itself, thereby
nudging the party closer to its incentive-incompatible totalitarian
objectives.

The overwhelming majority of individuals, including many
within the ranks of the CCP elite and leadership circles, would
likely not have opted for totalitarianism had they been aware of its
true characteristics in advance. With each stride towards complete
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totalitarianism, the system’s long-term incentive-incompatibility
became more apparent to a greater number of people. The reason why
a totalitarian system can still be established and solidified under such
conditions is that the elimination of resistance and the establishment
of totalitarian tyranny are advanced in a phased strategy. Every step
along this trajectory involves the deployment of totalitarian organi-
zations and collectives against individuals. At each stage, the party
designs revolutions or movements that align with the short-term
incentives to mobilize as many people as possible, aiming to gradu-
ally suppress or even eliminate dissenting individuals or groups in a
piecemeal manner. At every juncture, the party harnesses sufficiently
potent resources, reinforced by violence, to suppress or eradicate the
targets of revolution specific to that stage. Individuals, recognizing
their insignificance and helplessness in the face of this violent sys-
tem, either surrender or even participate in the purging of others,
thus becoming complicit in perpetuating the system. As this process
repeats, the system amasses enough power to suppress any dissent
towards the leader. Faced with a choice between obedience or purges
under the threat of severe penalties, people generally opt for obedi-
ence, even if it entails participating in the purging of others. This
forms the equilibrium of the totalitarian system under the tyrannical
incentive-compatibility condition.

Although China’s imperial system was, arguably, the most
centralized imperial system in human history, the modern totalitar-
ian system is still far more centralized. In a totalitarian system, all
means of production are owned by the state. The party, organized
and controlled from the top down, uses ideology, personnel, and the
armed forces as the basic means to take complete control of the gov-
ernment, the nation’s politics, economy, judiciary, ideology, armed
forces, and every corner of society. In terms of the economy, along
with thousands of Soviet experts and numerous Soviet-assisted
development projects in the 1950s, the comprehensive operation of
a Soviet-style totalitarian system also entered China. In this central

planning system, the central ministries ruled the entire economy
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from the top down, a system that Mao described as a “vertically
aligned dictatorship” (tiaotiao zhuanzheng % %% 1% ).

1.6.3 Institutional Genes: Regionally Administered
Totalitarianism

While the personal role of Mao was important in transforming the
totalitarian system in China from a classical one to one with Chinese
characteristics, a much more important factor was China’s institu-
tional genes. The most direct part of that was the local power pat-
tern in the liberated areas before the CCP seized national power. And
that in itself was a sort of extension of the institutional genes of the
imperial junxian system. Before the CCP fully controlled China, the
liberated areas were governed similarly to the imperial junxian sys-
tem. Political and personnel matters were highly centralized, yet the
regions maintained substantial self-rule in the administrative and eco-
nomic spheres. The process of establishing a totalitarian system was
a process of transforming China’s institutional genes with external
totalitarian institutional genes. However, the “vertically aligned dic-
tatorship” model of Soviet-style totalitarianism, introduced wholesale
into China in 1950, proved to be significantly incentive-incompatible
with the local power base of the CCP. Both the Great Leap Forward
and the Cultural Revolution, launched in 1958 and 1966, respectively,
were attempts to discard this Soviet model and forge a totalitarian sys-
tem that delegated more authority to regional administrations. Given
that the transition towards RADT involved the reinvigoration of the
imperial institutional genes inherited from the imperial era, there was
a certain degree of truth to Mao’s self-proclamation in 1958 as a blend
of Karl Marx and Qin Shi Huang, the first emperor of China.

The launch of the Great Leap Forward as a round of institu-
tional changes first and foremost enhanced the paramount leader’s
political powers, while simultaneously undermining or eliminating
the already weak checks and balances that existed within the party
and government. The powers of the central ministries were dras-

tically curtailed and swathes of executive functions and resources
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were delegated to local governments. Newly empowered local gov-
ernments were motivated to compete in loyalty to the leader, with
regional competition supplanting central planning. Local govern-
ments were encouraged to experiment with new systems and strat-
egies to expedite development towards communist totalitarianism
(officially referred to as the transition to communism). Official pro-
paganda declared that China should endeavor to be the first within
the international communist movement to enter communism. The
People’s Commune system was an invention of local governments
during experimentation, while local competition was the mechanism
for the rapid promotion of this system nationwide. In the process of
dismantling Soviet-style totalitarianism and instituting RADT, how-
ever, the Great Leap Forward and the People’s Commune movement
devastated the economy and sparked a famine on an unprecedented
scale.

The Cultural Revolution, inaugurated in 1966 and spanning a
decade, marked Mao’s second major attempt to advance the RADT
system. Facilitated by a system that encouraged regional experimen-
tation, the CR ignited a surge of Red Guards, Revolutionary Rebels,
and Power-Seizing Movements nationwide. These forces, driven by
personality cults and fueled by the mandate for perpetual revolution,
wrought profound changes to China’s political landscape. Officials
deemed inadequately loyal were brought down. All powers related
to politics, personnel management, and ideology were concentrated
in the hands of Mao and his associates. Central ministries and com-
missions were largely incapacitated and several were permanently
dismantled. The administrative and economic responsibilities of the
central government devolved almost completely to local authori-
ties on a scale even surpassing that observed during the Great Leap
Forward. By the early 1970s, China had morphed into an RADT econ-
omy characterized by multiple self-sustaining economies at various
levels. The provinces and municipalities primarily functioned through
self-sufficiency. The central party-state authority had to rely on local

entities to implement its directives, thus transforming the so-called
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central planning into a task of coordination among local economies.
Mao called this a “horizontally coordinated dictatorship” (kuaikuai
zhuanzheng $-%% ).

In 1975, the principles and guidelines of RADT were officially
incorporated into the constitution. Compared to classic totalitarian-
ism, the primary shift this prompted was in the relationship between
the central and local governments. The central-local governance
structure inherent in the institutional genes of RADT is illustrated
in Figure 1.2. As previously noted, in terms of the central-local rela-
tionship, RADT bears a striking resemblance to the institutional
genes that governed the relationship between the imperial court and
local jurisdictions under the traditional imperial system, as shown
in Figure 1.4. While the disasters induced by the Great Leap Forward
and the CR have been extensively studied, this book seeks to illumi-
nate how these calamities established the groundwork for the trans-

formations in China during the post-Mao era.

1.6.4 Changed and Unchanged Institutional Genes
during the Post-Mao Reform

The chaos inflicted by the CR on the CCP party-state precipitated
changes in the post-Mao era, during which the party shifted its focus
from class struggle and proletarian revolution to economic growth.
Following in the footsteps of the Eastern bloc, where economic
reforms had been in progress for over a decade, the CCP embraced
market socialism and perpetuated a groundless claim that Deng
Xiaoping was the originator of market socialism.

Since the late 1960s, the Eastern bloc countries commenced a
series of economic reforms to counteract their stagnating economies
in order to maintain communist rule. In totalitarian regimes, how-
ever, economic resources are entirely under the control of the party-
state and its bureaucratic machinery. Thus, the extent, form, and
agents of change are inherently tied to the interests of the party-state
bureaucrats. These bureaucrats may resist reform passively through

uncoordinated collective inaction or they may even actively resist
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if reform threatens their vested interests. Thus, addressing their
incentive problems is a prerequisite for the success of any reform
and economic growth. If their incentive issues are not adequately
resolved, the reform program will stagnate, regardless of the theoret-
ical soundness of the proposed blueprint. Consequently, addressing
the incentive issues for bureaucrats at all levels becomes one of the
most crucial tasks in implementing reform. However, this presents
a formidable challenge for any reform in a totalitarian state, includ-
ing China.

The economic reforms in the FSU-EE were never able to over-
come the fundamental political, ideological, and institutional shack-
les of totalitarianism, nor did they resolve the foundational incentive
issues, leading to their failure. After more than two decades of
attempted reform, the entire FSU-EE system collapsed between 1989
and 1992. In contrast, China embarked on its path of reform later
than the FSU-EE countries but managed to make more significant
progress in preserving the regime. The most crucial difference was
that private enterprises grew from scratch to become an engine of
the economy in China, driving rapid development during the reform.
Along with the growth of the private sector, there was a short-lived
shift from a totalitarian system to a somewhat relaxed authoritarian
system. However, since 2012, the basic components of totalitarian-
ism have been reinstated, making China’s successful reform tem-
porary and preventing it from diverging from the trajectory of the
Soviet and European reforms. Chapter 13 scrutinizes the evolved and
unchanged parts of China’s institutional genes and their roles in driv-
ing the institutional evolution.

Two primary factors account for why China’s early reforms
outpaced those in the FSU-EE countries. First, during the early stages
of reform, China’s approach to interregional competition and exper-
imentation, based on decentralized totalitarianism, was relatively
effective in addressing incentive challenges across all levels of gover-
nance. There was a gradual shift towards the market replacing cen-

tral planning, mirroring the direction of reforms in Eastern Europe.
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These alterations provided local officials with justification to toler-
ate, and even facilitate, the emergence and growth of private firms,
even though technically they were not legal. Second, in order to
reverse the devastating impact of the CR, the post-Mao period saw
large-scale personnel changes throughout the party-state appara-
tus, with bureaucrats who favored economic development replacing
those who favored class struggle. These sweeping changes at the top
levels reduced resistance to reform and paved the way for progress
across the board.

When the Cultural Revolution ended and reforms commenced,
China was among the world’s poorest nations and the gap with rich
nations was widening further which threatened the legitimacy of
CCP rule. Under these extraordinary political and economic circum-
stances, the CCP pivoted towards economic development in lieu of
class struggle. In the top-down regional tournaments of the RADT
system, the competition target was shifted to the GDP growth rate.
Motivated by the robust incentive of competition and encouraged to
innovate to achieve higher growth, local governments tolerated and
even fostered the private sector, facilitating substantial growth from
the ground up of the private economy in many regions. A wave of pri-
vate enterprises subsequently engulfed the nation, significantly rein-
forcing the reforms and propelling economic development. Private
property rights were acknowledged and safeguarded under the consti-
tution, while non-government organizations expanded alongside the
burgeoning private sector. This evolution towards limited pluralism,
encompassing the emergence of private enterprises, private property
rights, non-government organizations, autonomous communities,
and diverse beliefs nurtured the seeds of new institutional genes in
China.'® In certain aspects, China’s governing institutions gradu-
ally transitioned from decentralized totalitarianism to decentralized
authoritarianism.

RADT differs from classic totalitarianism at the operational
level but fundamentally, they are both totalitarian systems. If, in

the process of reform, the new institutional genes formed under the
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RADT (or RDA) system prove to be robust enough and if China’s
communist totalitarian system undergoes sustained and gradual ero-
sion as a result, then China might embark on a relatively smooth
path of institutional transformation. However, the communist total-
itarian system is not only highly alert to the risks of peaceful evolu-
tion but also deeply rooted in the RADT institutional genes. Due to
the CCP’s strong resistance to fundamental totalitarian institutional
reform, the “reform dividend” accrued in the early stages of reform
quickly evaporated, barring China from becoming an anomaly among
all communist totalitarian regimes. Ultimately, China will succumb
to the same pattern that doomed institutional reform attempts in the
FSU-EE countries.

The crucial reality is that even during periods when the CCP
tolerated limited pluralism, it consciously preserved the fundamental
elements of totalitarian rule. Deng Xiaoping, the paramount leader,
underscored this in his Four Cardinal Principles, repeatedly stating
that the CCP must remain China’s unchallenged ruling party and
that the dictatorship of the proletariat must be maintained.

In practice, the party’s monopoly of and dependence on the
secret police and armed forces have never weakened. The party
consistently seeks to control every business and organization in
the country, despite the fact that private enterprises have become
the backbone of the Chinese economy. It maintains control over the
media, even during brief periods of a loosened monopoly and fleeting
spells of pluralism.

While the CCP has somewhat relaxed its grip on ideology,
allowing for a degree of divergent thought as the intensity of
ideology-related persecution has lessened, its domination in the ideo-
logical sphere remains unaltered. Additionally, it maintains control
over all banks and the majority of the country’s financial resources.
The complete state ownership of land not only remains unchanged but
it has become even more crucial for the party-state’s local operations.

In the following chapters, we will delve deeper into the nature

of the emerging institutional genes and their relationship with
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China’s pre-existing institutional genes. We will also examine the
CCP’s monopoly of power and resources and its capacity to safeguard
its own interests. By maintaining absolute control over society and
relying on deeply ingrained totalitarian institutional genes, the CCP
is capable of reverting to a totalitarian system, even after selectively
loosening its control and encouraging a degree of limited pluralism.

In the early stages of reform, when China was not yet indus-
trialized and still extremely impoverished, the reform was able to
benefit the majority of the population. During this period, the incen-
tive mechanism of local competition provided a strong motivation
for bureaucrats, propelling economic growth and reforms closely tied
to this growth, as long as these reforms did not threaten the totali-
tarian political-property structure. As a result of this reform, private
enterprises began to emerge and grow throughout China, introducing
nascent institutional genes related to private property rights, civil
organizations, autonomous localities, and various beliefs.

China’s situation would have been quite different if the CCP
had not insisted on maintaining its totalitarian rule, which, of course,
would have been incentive-incompatible with the CCP’s interests.
Under that scenario, during the window of opportunity when the
regional competition mechanism was effective, if relevant institu-
tional reforms had been promoted, if the rule of law had been devel-
oped in the direction an independent judiciary, if the community and
grassroots self-governing organizations had been allowed to develop
more freely, and if state assets had been significantly reduced, it
might have been possible to fundamentally transform the role of gov-
ernment and allow new institutional genes to take root and flourish.
Such changes could have potentially paved the way for the establish-
ment of constitutionalism in China.

However, the CCP has been vigilant in preventing the “peace-
ful evolution” induced by private businesses. The period of emergence
and development of new institutional genes was concentrated only
in the late 1990s and early twenty-first century, when the Chinese

economy was facing serious challenges. After joining the World Trade
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Organization (WTO) and experiencing relatively smooth economic
development, the power of the old institutional genes quickly seized
the opportunity to reorganize and grow significantly once again. The
phenomenon of “the state advances, the private retreats” soon became
overwhelming. The power of the old institutional genes overwhelmed
the budding new institutional genes. As China became a middle-income
country and conflicts over land resources between the government and
the public intensified, ' the negative effects of the regional competition
mechanism became more pronounced, causing the window of oppor-
tunity for using this mechanism to drive reform to be completely lost.

Just as China’s reform was facing a critical juncture, the global
financial crisis struck. China’s institutional problems were overshad-
owed by the financial crisis. The government took this opportunity
to implement a massive fiscal stimulus, highly dependent on the
mechanism of regional competition, encouraging local governments
to borrow heavily and to invest in infrastructure construction. This
sparked an opportunist rush to develop high-speed rail and motorway
and airport projects across the land, creating an economic “miracle”
on the surface, while also sowing the seeds of deep problems, for exam-
ple, the uncontrollable expansion of debt of local governments and
state-owned enterprises (SOEs). The biggest problem is not the high
debt itself but the expansion of a soft-budget constraint-producing
institution that creates unstoppable borrowing. This institution is a
common cause of the failures of economic reforms in all communist
totalitarian countries.

With the underlying RADT institutions and the malfunc-
tioning mechanism of regional competition, China’s politics and
governance reverted to a vicious cycle of “chaos when loosened and
death when tightened” that has been repeating itself for over half a
century. The operating model for local government since the begin-
ning of the reforms has been replaced by an increasingly centralized
system during the Xi Jinping era. Local governments have lost their
default limited power to manage administrative, social, and economic

matters, including emergencies. The central authority issues orders
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and evaluates and monitors the performance of local governments.
However, it was precisely this type of governance mechanism, along
with other factors, that led to the quagmire of the FSU-EE countries.
This mechanism was at the heart of the Soviet Union’s inability to
solve various problems of reform, particularly those related to the
economy and society.

From the outset, the ultimate aim of the CCP’s reform and
opening-up has been to maintain, consolidate, and strengthen the
party’s complete rule over Chinese society. The importance of eco-
nomic growth lies in its ability to provide legitimacy for party rule;
everything is done for the sake of party rule, which determines the
primary character of the CCP’s post-Mao reform. The so-called begin-
ning of the reform was at the same time the end of the CR, which
had lasted for ten years. The devastation caused by the CR triggered
a period of active political dissent more intense than any other in the
history of the PRC, with participants ranging from ordinary mem-
bers of the public to top CCP leaders such as Hu Yaobang. On the
one hand, it provided an impetus for the cause of the reform but, on
the other hand, it also challenged the totalitarian system in various
aspects, including ideology and organization.

Deng Xiaoping’s Four Cardinal Principles represented the reac-
tion to these challenges even before the reform started, the crux of
which emphasized the paramount necessity of upholding the unas-
sailable leadership of the CCP.2° To preserve the party’s dominance,
Deng initiated purges within the party and stringent suppression
of political dissidents. These movements included the campaigns
against “spiritual pollution” and “bourgeois liberalization” in 1983
and 1985, respectively, and the brutal suppression of peaceful dem-
onstrations in and around Tiananmen Square in 1989, leading to the
imprisonment and house arrest of thousands of dissidents. Since
then, all discussions of political reform have been stifled, render-
ing the topic forbidden. After Deng, the Four Cardinal Principles,
underscoring the party’s supreme role in society, gained increased
prominence, superseding even the law. At the CCP’s 17th National
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Congress in 2007, this political legacy was formally written into the
CCP’s constitution. Xi Jinping has taken this still further. At the
CCP’s 19th National Congress in 2017, Xi officially incorporated
Mao Zedong’s Cultural Revolution-era principle of asserting party
rule over everything under the sun (“The Party exercises overall
leadership over all areas of endeavor in every part of the country”)
into the party’s constitution. Reviving the core aspects of the old
institutional genes in this way is a direct response to the challenges
of the new institutional genes that emerged from China’s reform.

The most significant new institutional-gene components to
emerge during the first three decades of the post-Mao reform were
private enterprises, non-governmental entities, and limited ideolog-
ical pluralism. The launch of the reform relied heavily on a com-
prehensive repudiation of the CR in the ideological realm. Some
reformers, both within and outside of the party, conspicuously but
quietly undermined the party’s absolute control over ideology and
the absolute dominance of Marxism-Leninism-Mao Zedong Thought
in the realm of ideas, which was previously enforced by violence.
As reform progressed, social science subjects that had been officially
criticized and only sporadically acknowledged within Chinese acade-
mia under labels such as “Western economics” and “Western polit-
ical science” gradually became acceptable as they contain necessary
knowledge for operating a market economy. University courses
resumed, relevant literature was published, and the media reported
on them systematically. An orderly limited pluralism of ideas
emerged. But the cardinal principle or the fundamental restriction
has never been relaxed: no one may challenge the dominance of the
CCP and its ideology. No one may establish political parties or even
political organizations.

As the purpose of the CCP’s post-Mao reform was to preserve
and strengthen its rule, the economic development and reform had
to serve this goal without undermining the party’s power. The mas-
sive erosion of the role of the state sector in the economy was an

inevitable unintended consequence of the reform. Following in the
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footsteps of the Eastern European communist parties, the CCP began
reforms after the end of the CR, focusing all attention on SOEs and
issues related to incorporating the market into the planned economy.
Rural land reform was driven wholly by local initiatives to resolve
essential matters of survival in poverty-stricken rural areas. Under
the constraints of prohibiting privatization, the SOE reform experi-
enced a series of setbacks. By the late 1990s, the entire state sector
was on the verge of crisis. The privatization of massive quantities of
SOE assets at the end of the 1990s and the start of the twenty-first
century catalyzed wholesale improvements in business efficiency
throughout China. Yet, privatization was rebranded as “restruc-
turing” to align with the communist ideology while concealing its
essence as a shift in ownership.

At the peak of privatization, the CCP’s main focus
was on strengthening large SOEs to preserve and rein-
force party rule, a policy known as “grasping the large and
letting go of the small.” The State-owned Assets Supervision and
Administration Commission (SASAC) was established at that time
with the same purpose in mind. The CCP leadership put forward the

721 in principle

concept that “SOEs are the foundation of party rule,
linking privatization with undermining party rule. Soon, even
internal policy debate on privatization became a political taboo.*>
The notion that SOEs were the foundation of party rule was enshrined

23 setting political, economic, and ideological

in CCP regulations,
boundaries for the reform. In due course, the consequential role
this played in reversing the trajectory of reform demonstrated the
enduring depth and resilience of the institutional genes established
in China during the 1950s.

The deeply entrenched existing institutional genes cannot be
automatically supplanted by newly emergent institutional genes, nor
will they allow new variants to erode the foundations of their power.
The most integral component of these traditional institutional genes
is the Leninist party which exerts control over all aspects of soci-

ety. The foundation of any operational totalitarian system lies in
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the establishment, sustenance, and development of a party capable
of permeating and governing the entirety of society. Without such a
party, it is impossible to establish and maintain a totalitarian system.

From the inception of the Bolshevik Party, Lenin viewed the
continuous recruitment of professional revolutionaries and the estab-
lishment of new branches as vital to the party’s survival. This type
of work, referred to as “party construction” was later termed “party-
building” within the lexicon of the CCP. This principle distinguishes
Leninist parties from common political parties and was a primary
cause for the schism between Lenin and the Second International.
Since its establishment by the Comintern, party-building has been a
fundamental principle for the CCP. After a century, it has become a
firmly ingrained institutional gene of the regime in China. To most
CCP members and cadres, the significance of party-building is so
self-evident that the vast majority erroneously consider it a Chinese
characteristic, often attributing its invention to Mao Zedong.

But this basic principle, the institutional gene of party-
building, is in direct contradiction with the new institutional genes
that emerged from the post-Mao reform. As private firms and non-
government organizations flourished during the early twenty-first
century, they accounted for the bulk of China’s urban employment.
However, most of these companies and organizations did not have
CCP cells. Meanwhile, the development of the real estate market has
led to most urban residents living in private housing. These newly
developed “neighborhoods” are basically devoid of party organi-
zations. Although party branches are still nominally active in rural
areas, the large-scale migration of rural residents to cities and village
elections have greatly weakened the role of the township and village
party branches.

As the twenty-first century began, CCP’s party-building signif-
icantly declined in terms of new member recruitment and the estab-
lishment of new branches. In the private sector, where most people
worked, party branches were either missing or not actively function-

ing. For a period of time, the party lost its capacity to penetrate and

Downloaded from https://www.cambridge.org/core. IP address: 216.73.216.96, on 04 Oct 2025 at 05:28:43, subject to the Cambridge Core terms of
use, available at https://www.cambridge.org/core/terms. https://doi.org/10.1017/9781108894708.002


https://www.cambridge.org/core/terms
https://doi.org/10.1017/9781108894708.002
https://www.cambridge.org/core

I.6 INSTITUTIONAL GENES 49

manage every corner of Chinese society. This indicates that the
nature of the Chinese system had for a time evolved from totalitarian-
ism to authoritarianism, from RADT to RDA in particular, although
unintentionally. If private enterprises were allowed to flourish, new
institutional genes were permitted to grow and thrive, and old insti-
tutional genes were allowed to continue to decline, then not only
might totalitarianism be completely eradicated but China could also
progress from a more relaxed form of authoritarianism to constitu-
tionalism and even a democratic system.

The declining trend in party-building has the potential to fun-
damentally undermine CCP rule and further weaken the old insti-
tutional genes. To preserve totalitarian institutional genes, it is
necessary to reverse the trend of weakening control over society and
the decline in party-building. In a bid to maintain control without
hampering economic development, the CCP began experimenting
with methods to transform private businesses and non-governmental
organizations into entities under the party’s control. Utilizing a mix
of party-building and direct authority, the party aimed to modify
emergent institutional genes into versions more akin to the older
institutional genes, in a manner more conducive to its interests.

To promote the buyout strategy on a large scale, the CCP
amended its party constitution and the state constitution in 2002
and 2004, respectively. The amendments officially recognized pri-
vate property rights and introduced the “Three Represents Theory.”
This theory aimed to attract entrepreneurs to join the CCP and to
select loyal entrepreneurs as representatives of the party and the
People’s Congress. Entrepreneurs who aligned themselves with the
party received significant benefits and protections, including access
to financial and land resources, regulatory support, market access,
and law enforcement. This made entrepreneurs dependent on CCP
power and obedient to CCP commands.

If the CCP had successfully controlled the majority of private
enterprises and non-governmental organizations, the developments

of the reform period would not have led to the emergence of new
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institutional genes. However, buying out the entrepreneurs proved
to be extremely costly and private firms proliferated throughout the
country. As private enterprises became the mainstay of the national
economy and non-governmental organizations increasingly domi-
nated grassroots society, relying on a minority to buy out the major-
ity became unsustainable and impractical.

New institutional genes were also emerging in other fields.
Parallel to the development of private enterprises and NGOs, along
with the development of limited ideological pluralism, the calls to
promote constitutionalism and democratic institutions have been
growing since the very beginning of the reform. In order to main-
tain total control over society, the CCP has never abandoned the use
of violence and coercion to force entrepreneurs, NGOs, and politi-
cal dissidents to comply. Political dissidents and non-compliant
business owners have continued to be imprisoned throughout the
entire reform period. Around 2006, debates about universal values
(the basic values of democracy and constitutionalism) spread among
intellectuals and the upper echelons of the CCP. There were activists
who put their demands into action, drafting a constitutional char-
ter and collecting signatures to promote constitutionalism. Viewing
this action as a challenge to the old institutional genes, in 2009 the
authorities imprisoned Liu Xiaobo for drafting and promoting Charter
08 and kept him in prison until his death (Link and Wu, 202.3).

In response to the increasing call for constitutional reform in
China, soon after Liu Xiaobo was awarded the Nobel Peace Prize in
early 2010, the Chairman of the Standing Committee of the National
People’s Congress (NPC), Wu Bangguo, declared on behalf of the CCP
that the ideology of constitutionalism must be banned and the CCP
must remain the leader of socialist China (Wu, 2011). Furthermore,
the party sought to constrain, and even eliminate, private ownership
and ideological plurality. Such shifts indicated that China’s earlier
reform phase, characterized by a move towards authoritarianism, had
reached its limit, and that party leaders were now orchestrating a

comprehensive return to totalitarian rule.
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The evolution toward authoritarianism has come to an end. Xi
Jinping, who took office at the end of 2012, became the prime mover
behind the next dramatic shift. After taking office, Xi promptly trav-
eled to Shenzhen to deliver a secret speech in which he attributed
the collapse of the Soviet system to the lack of a “real man” who
could have maintained the rule of the CPSU (Buckley, 2013). This
stance overturned the CCP’s previous conclusion from the 1990s
that attributed the collapse of the Eastern bloc to failed reforms. It
also suggested that political suppression had become a more cru-
cial tool than economic reform for the party to retain power. A few
months after Xi’s address, the General Office of the party’s Central
Committee issued an internal directive officially prohibiting debates
on seven sensitive topics: universal values, press freedom, civil
society, civil rights, the party’s historical missteps, the privileged
bourgeoisie (quangui zichan jieji), and judicial independence.**
Journalists who disclosed the directive’s existence were jailed. In
the spring of 2015, Wang Qishan, a member of the Politburo, clearly
stated to Francis Fukuyama and Masahiko Aoki, who were then visit-
ing China, that the party must control the judiciary and that judicial
independence and rule of law were untenable in China (Tatsuhito
Tokuchi, 2015).

Since 2013, Xi Jinping has launched a campaign to central-
ize power and suppress dissent in the name of anti-corruption. His
approach has evoked memories of Mao Zedong’s Four Cleanups
Movement (a prelude to the CR) and Stalin’s Great Purge. In asso-
ciation with the increasing political pressures created by this cam-
paign, all private companies, foreign companies, and NGOs are
required to establish party cells. Several attempts have been made
to cultivate a Mao-style cult of personality around Xi but they have
all been unsuccessful. The party has also demanded direct control
over businesses, universities, and research institutes, regardless of
their ownership.

It is evident that after decades of private business growth and

China’s integration into the global economy, new institutional
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genes have not only emerged but also have become a fundamental
part of Chinese society. People’s innate motivation to protect their
own interests and the enlightenment gained from an open world have
given vitality to these burgeoning new institutional genes. However,
the existing institutional arrangements have ensured that the insti-
tutional genes of totalitarianism are never significantly weakened.
As a result, the totalitarian party always has sufficient capacity to
fully reassert itself. This is precisely what has happened in reality.
Moreover, the party has been deploying cyber surveillance and artifi-
cial intelligence to control society to an unprecedented degree.
China’s future hinges on the interplay between the old and
new types of institutional genes. Yet, under totalitarian rule, with-
out potent exogenous shocks that could significantly weaken the
totalitarian regime, it would be challenging for the new institutional
genes to survive, let alone further develop. Conversely, even if the
totalitarian regime were to collapse due to external forces, without
sufficient development of new institutional genes supporting con-
stitutional rule, China would still be unable to establish a constitu-

tional democracy.

I.7 TWO ADDITIONAL EXAMPLES OF
INSTITUTIONAL GENES

The concept of institutional genes proposed in this book provides an
approach to analyzing the mechanisms of institutional transforma-
tion. Fundamental institutional change is based on the evolution or
mutation of a system’s underlying institutional genes. Without suf-
ficient changes in these institutional genes, even well-intentioned
actors’ forceful revolutions, reforms, or policies aimed at improv-
ing social welfare will fail if they are incompatible with the existing
institutional genes.

Taiwan’s transformation into a constitutional democracy pro-
vides a good example of how institutional genes evolve and become
the basis for a successful institutional transformation. Chapter 14

will use the evolution of Taiwan’s institutional genes as an example
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to discuss the successful transformation of democratic constitution-
alism. Due to the Qing dynasty’s rule of Taiwan, some of Taiwan’s
institutional genes were similar to those of China. However, dur-
ing the Japanese colonial period, Taiwan’s institutional genes
had already undergone some changes. After the Kuomintang took
power following the Second World War, it implemented parts of the
constitution of the ROC, local elections, and land reform. Taiwan
gradually developed limited pluralism in property rights, ideology,
and politics. This made the new institutional genes that had already
emerged during the Japanese colonial period more solidified and
they were able to expand. The emergence and growth of these new
institutional genes laid the foundation for the institutional trans-
formation in the late 1980s.

Conversely, Russia’s institutional transformation serves as a
case in point that the direction and ultimate outcome of any institu-
tional change fundamentally hinge on the degree to which the new
institutional genes can counteract the existing societal institutional
genes, irrespective of how impressive that institutional change might
seem, how potent the political and ideological impetus is, or how
much international support it receives.

During the late 1980s, the ideological stance of the top leaders
of the Soviet Union, including Mikhail Gorbachev and Boris Yeltsin,
was significantly more liberal and open compared to that of their
counterparts in the CCP. Gorbachev’s Perestroika was a reform to
liberalize and open up, a de-Stalinization reform, and a reform that
fundamentally challenged the foundations of totalitarianism. In con-
trast, the reforms led by the CCP’s main reformists in China were
designed to solidify and enhance the party’s control. Moreover,
Perestroika built on and extended Khrushchev’s reforms of the 1950s.
It was a policy choice made by the elites of the CPSU, informed by
lessons from numerous failed reform attempts over several decades.

The Russian pro-democracy social elite, which included the
liberal wings of the CPSU and intellectuals, had a much deeper

understanding of the dark side of totalitarianism and the principles
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of constitutionalism than their Chinese counterparts. Their standing
and political influence dismantled the totalitarian regime. However,
without supporting institutional genes, constitutional rule could
not be established. Due to the lack of necessary institutional genes
required to establish a constitutional system, Russia ultimately
descended into an authoritarian regime with some form of constitu-
tional formalities.

The prevalence of private property rights and civil society are
the most important missing pro-constitutionalism institutional
genes in Russia. Without these institutional genes, it is impossi-
ble that a plurality of social forces can be formed from the bottom
up. A sufficiently strong bottom-up formation of pluralistic
social groups representing various social interests is the basis for
guaranteeing checks and balances of power and is the foundation of
constitutional government. Given that China’s totalitarian system
came from Soviet Russia, and China and Russia share substantial
parts of their institutional genes, the lesson of the Soviet failure to
establish a constitutional government after the collapse of Soviet
totalitarianism cannot be overlooked by anyone who cares about
China’s future.

NOTES

1. The term “imperial system” (dizhi) used in this book follows the usage
by reformers and historians in China since the early twentieth century.
The concept aligns closely with the notion of an absolute monarchy in
political science and historiography but the latter is not accurate for our
purpose. For a more detailed explanation, see Section 1.2.

2. The term “constitutionalism” (xianzheng in Chinese) in this book
follows the traditional usage of reformers in China since the late
nineteenth century. Under constitutionalism, the power of the
government is restrained by laws and institutions. The authority and
legitimacy of the government are contingent upon its adherence to these
limitations on its power.

3. Chapter 13 will analyze why the totalitarian institutions remain in
China, even after the post-Mao reform.
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NOTES 5§

4. Institutional design theory emerged in the context of the great debate
among Mises, Lange, and Hayek in the 1930s and the 1940s, revolving
around market socialism and the contrast between socialism and
capitalism. Lange proposed the concept and theory of market socialism in
the 1930s, as a response to the critique of socialism by Mises published
in the 1920s, demonstrating how an economy based on state ownership
can be as efficient as one based on private ownership. Hayek, on the
other hand, argued that in a system of state ownership, the market lacks
mechanisms to solve information and incentive problems, noting that
these mechanisms only exist under a market system based on private
ownership. These issues are further explored in Chapter 2.

5. A defining characteristic of authoritarianism is its tolerance, to a
certain extent, of relatively independent organizations, including
private companies. It also allows for a degree of limited pluralist
autocracy (Linz, 2000, p. 150). This is in line with the existing literature
in political science. This book, however, does not delve into the subject
of multiparty authoritarianism.

6. Kenneth Pomeranz’s The Great Divergence (2000) discusses the various
developmental paths taken by different regions of the world during the
Ming dynasty era. However, Pomeranz does not primarily concentrate
on institutions.

7. Chapters 12 and 13 will delve into the formation and mechanism of
RADT. The analyses in the existing literature of these crucial events
in Chinese history tend to focus on personal factors and incidental
circumstances, often neglecting institutional causes. However, to
comprehend how institutions evolved during the post-Mao reform
process necessitates an understanding of the institutional underpinnings
of both the Cultural Revolution and the Great Leap Forward.

8. In the 1980s, leaders of the CCP Central Committee such as Deng
Xiaoping, Hu Yaobang, and Zhao Ziyang broached the topic of
political reform, which led to the emergence of the concept of neo-
authoritarianism. However, these discussions were abruptly halted.
Chapter 13 will delve more deeply into this topic.

9. This term was first used when I was analyzing China’s institutions in
the early reform period (Xu, 2011).

10. The principle of incentive-compatibility posits that within any

institution, the behavior of individuals will align with the rules of the
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institution only if the incentives and constraints established by the
institution are in harmony with the self-interested motivations of these
individuals. This principle assures the sustainability of an institution
or the success of institutional change. We refer to an institution that
satisfies the principle of incentive-compatibility as an “incentive-
compatible institution.” Chapter 2 provides a detailed explanation of
incentive-compatibility.

11. The junxian system, which materialized during the centuries
leading up to the Qin dynasty, enabled monarchs to control territory
directly through appointed bureaucrats controlling prefectures (jun)
and counties (xian) rather than by sharing control with an enfeoffed
nobility. It has been the basic institution of governance in China since
the Qin dynasty.

12. It is important to note that the concept of property rights applied in this
book is “ultimate control rights” (Chapter 3), which implies that the
emperor is the ultimate landowner as long as he maintains the final say
on the land, regardless of whether the rights to use, sell, or purchase, and
to dispose of the land are delegated to commoners or officials (Chapter 4).

13. The imperial system in China was dependent on a large group of local
gentry, who served as informal bureaucrats to carry out government
functions at the grassroots level. In total, they constituted the largest
societal force outside the formal bureaucratic system and had the
potential to act as a check on imperial power. However, the Chinese
imperial system was deliberately designed in the following way to
prevent such a development. (1) The gentry were neither a hereditary
aristocracy nor a stable power base. As informal bureaucrats, they did
not receive a government salary, but they were still required to pass
imperial examinations and assume a recognized role within the imperial
system. They did not possess inherent power, nor did they have the
official status needed to safeguard their interests. (2) Their influence
was confined to their immediate locality and the system prohibited
them from establishing alliances across different regions.

14. To this day, long after the disintegration of the Soviet Union and the
murderous brutality of the totalitarian era now well understood, most
people in Russia still believe that the violence of the Bolsheviks was
necessary to preserve social stability (Figes, 2017, p. xv). The resilience

of that public consensus, or institutional gene, which was established
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NOTES §7

under Bolshevik rule, explains Russia’s preference for an authoritarian
leader like Vladimir Putin and hinders the country’s full transition to
constitutional government.

15. Shortly after the October Revolution, Engels’ successor Karl Kautsky
(Kautsky, 1920), a leader of the international communist movement
at the end of the nineteenth century, wrote about the Bolsheviks as
a terrorist organization and terrorist regime and as the source of the
terrorism that was strongly associated with the communist movement.

16. See Maier (2004) for literature on totalitarianism as political religion.

17. The discussion here refers to totalitarian regimes established chiefly by
internal forces rather than imposed by a foreign invader. In the latter
case, people are simply forced to obey without establishing their own
totalitarian institutions.

18. These types of institutional genes, which had tentatively existed under
the Chinese imperial system and experienced a brief period of growth
after the collapse of imperial rule, never fully matured to effectively
counteract violence-based political forces. Consequently, they were
completely wiped out in the years post-1950.

19. Since the Great Leap Forward, land in China has been state-owned,
thus rendering the concept of property rights in land acquisition
moot for the state. However, prior to the emergence of a land market,
economic growth was not associated with large-scale land seizures by
the authorities. There was no incentive for the government to forcibly
demolish people’s homes and occupy agricultural land on a large scale
for the sake of economic growth. Consequently, land did not become
a significant source of conflict between the authorities and the public
during that period.

20. Deng Xiaoping, “Uphold the Four Cardinal Principles,” March 30,
1979. The Principles call for upholding the following: socialism, the
dictatorship of the proletariat, the leadership of the CCP, and Marxism-
Leninism-Mao Zedong Thought.

21. An address by the head of the Organization Department of the CCP
Central Committee in 2002.

22. For instance, an article titled “Beefing Up the State-Owned Economy,
Firming Up the Foundations of Party Rule,” published on January
11, 2005, in the Southern Weekly, considered China’s most liberal
newspaper, depicted SOEs as the foundation of party rule, the party’s
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§8 INTRODUCTION

organizational basis, and the bedrock of party support among the
general populace. The article further stated that consolidating the
foundations of party rule was the ultimate objective of the reforms. See:
http://finance.sina.com.cn/review/20050111/19161286622.shtml.

23. Several months before Xi Jinping became the CCP’s top leader, he
released an essay entitled “State-Owned Enterprises Are an Essential
Foundation for Party Rule,” available at: www.hongqi.tv/xywch/2012-
04-16/270.html. In 2019, the CCP Central Committee issued the
Regulations on Grass-Roots Organizational Work in CCP State-Owned
Enterprises, officially stipulating that: “state-owned enterprises are an
essential material and political foundation for socialism with Chinese
characteristics; they are a major pillar of, and bulwark for, the party in
governing and rejuvenating China.”

24. The General Office of the CCP Central Committee (2013).
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