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The Third Plenary Session
of the 16th Central Committee

Joseph Fewsmith

The recent Third Plenary Session of the 16th Central Committee indicated that
despite obvious sgns of tenson within the leadership over the past year, Chinese
Communist Party (CCP) Genera Secretary Hu Jintao has begun to put his digtinct stamp
on policy. The“Decison of the CCP Centrd Committee on Severa Issuesin Perfecting
the Socidist Market Economy” was the only document of the plenum to be made public,
but it indicated a grester concern with balanced growth and the socid dimensions of
economic development than did the political report adopted at the 16th Party Congressin
fal 2002. Although the plenum did not take up the issue of political reform in an explicit
manner, it adopted a new party procedure that called for the Politburo to report on its
work to the whole Centrd Committee. This innovation was touted as a step toward
“inner-party democracy.” Recent articles in party journdsindicate that discussons
continue on political reform, abet of alimited sort, and that there are likely to be
ggnificant developmentsin this areaiin the future.

The Third Plenary Session of the 16th Centra Committee convened in Beijing
October 11-14, 2003, and was attended by 188 full and 154 aternate members of the
Central Committee, as wdll as by the standing committee of the Centra Discipline
Ingpection Commission and “ responsible comrades’ from “relevant aress” The First
Penary Session had convened immediately following the close of the 16th Party
Congress for the purpose of naming the memberships of the Politburo, the Centrd
Military Commission, and the Secretariat. The Second Plenary Sesson had met in
February 2003 to approve find arrangements for the National People’ s Congress (NPC),
which met in March. Thus, the Third Plenum was the first meeting of the whole Centra
Committee since Hu Jintao was named genera secretary that had a broader agenda, and
thus would give the firg solid indication of the degree to which Hu Jintao had been
successtul in imposing his mark on the CCP policy agenda.

There were three items on the plenum’ s agenda, only one of which has been made
public. Firgt, according to the communiqué issued by the plenum, Hu Jintao delivered a
work report (gongzuo baogao) on behdf of the Politburo to the Centrd Committee. This
report introduced a new practice in party procedure and was intended as a modest first
gep in implementing inner- party democracy, a controversid effort to carry out at least
some type of politica reform, itself atopic to be addressed below.

Second, the Third Plenum approved a document titled “ Suggestions of the CCP
Centra Committee on Revising Parts of the Condtitution.” Neither that document nor the
explanaion of the proposed revisions that was given by Premier Wen Jiabao was made
public. The content will become evident next spring when the NPC makes the proposed
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changes, but there have been indications that the revisons will address the status of
private enterprises by prohibiting discrimination againg them.

Finaly, the plenum gpproved the “ Decision of the CCP Central Committee on
Severd Issues in Perfecting the Socidist Market Economy.” Thiswas the only document
from the plenum that was actualy publicized; NPC head Wu Bangguo' s explanation of
the decision was not made public.

In addition, according to the plenum’s communiqué, Hu Jintao gave a separate
tak (jianghua).> This, too, was not publicized. Thus, athough the CCP in recent months
has emphasized the need for greater transparency and accountability, the bulk of what
went on a the Third Plenum remained hidden from the public.

The Decision on Perfecting the Socialist Market Economy

Although it can be argued that thereislittle new in the plenum decison on
economic reform—there are antecedents for most if not all of the measures advocated by
the decis on—the document as awhole marks a substantia change in thinking about
development, particularly when juxtaposed with the 16th Party Congress document from
2002. Whereas the weight of that congress report was on creating a high-tech, urbanized,
globalized, economically competitive, professond, middle-class society, the recent
plenum decision set out avison of amore balanced development Strategy. The 16th
Party Congress thought of economic development in gross domestic product (GDP)
terms—as witnessed by the call to quadruple GDP by the year 2020—but the Third
Plenum balanced economic development with socid and culturd development. Although
the emphasisin the 16th Party Congress report was on successes to date, the plenum
decision focused on the problems remaining.? Asit said, “At the same time [as the
accomplishments made], there exist problemsin the irrationdity of the economic
dructure, the reations of distribution have not been straightened out, rural incomes are
increasing dowly, prominent contradictions persst in employment, increasing pressures
are emerging from the resource environment, the overall competitiveness of the economy
is not strong, and so forth.”®

To address these problems and economic imbaances, the plenum decision laid
out five “unified arrangements’ guiding the development of urban and rurd aress,
regiona development, economic and socia development, the development of human and
natura resources, and the development of the domestic economy and “opening up” (i.e,
foreign trade and investment).  All these unified arrangements point to areas of imbaance
that have become prominent foci of socid criticism and potential socia disorder in recent
years. The plenum decision aso promised to “degpen” the reform of the household
registration system, one of the adminigtrative devices that have erected artificid wadls
between urban and rura aress, creating a duaistic economy. Plenum decisonsrarely
give details, and this one was no exception. 1t promised only to “perfect” the regulation
of population movements and to “guide’ the “stable and orderly” transfer of surplus labor
in the countryside (varioudy estimated at 100—200 million people). Although no details



Fewsmith, China Leader ship Monitor, No.9

were given, the cdl for more-balanced economic growth suggests that more resources
will be directed toward the interior regions of the country, though redizing sgnificant
shiftsin resource alocation would entail magor budgetary fights.

The “Decison of the CCP Centra Committee on Severad 1ssuesin Perfecting the
Socidist Market Economy” aso focused heavily on changing the adminigrative
arrangements that govern state-society relationsin China. “Inditutiond innovation” is
another buzzword that was emphasized in the plenum document. One areain which there
isto beingitutiona innovation isin the relaionship between the state and the economy.
The decison caled for “mixed ownership” of state-owned enterprises (SOES), alowing
more private investment—and presumably a more entrepreneurid spirit—into SOES.
State ownership would be expressed through asset management rather than administrative
command. Thisarrangement is both away of making SOEs more market- oriented and
perhaps an attempt to prevent them from being genuindly privatized. The sate will
remain important in the management of the economy, even as the economy becomes
more entrepreneurial and market-oriented. Nevertheless, the decison aso cdled for
nondiscrimination againgt private (nonpublic) enterprises—a provison widely expected
to be written into the tate condtitution next spring—in the areas of investment, taxation,
land use, and foreign trade. 1t even called for further clarification of property rights,
cdling them the “heart and primary content” of ownership.

Perhaps the most interesting part of the “Decision of the CCP Centrd Committee
on Severd Issuesin Perfecting the Socidist Market Economy” was the attention it paid to
adminigrative reform of various sorts. While most of these changes have beenintrain
for years, the decison perhaps further clarified the god of getting the government out of
directing individual enterprisesin favor of relying primarily on monetary and fiscal levers.
The inspection and approva processis to be improved and market principles emphasized.
Financia markets are to be governed according to law, so that there can be “ open, fair,
and orderly competition” with aminimum of financid risk. Government administration
is to be made more regularized, coordinated, fair and trangparent, and clean and efficient.
The legal operation of market actors and intermediary organizations is to be improved,
and the work of interpreting the law is to be strengthened.

It was only at the end of the document that the issue of palitica reform was
addressed, and then only did the decision call on the party, in words nearly identica to
those in the 16th Party Congress document, to “actively and in a stable manner promote
politica structurd reform, expand socidist democracy, build a hedthy socidist legd
system, consolidate and enlarge the patriotic united front, [and] strengthen ideologica
and political work, in order to provide a powerful political guarantee for developing the
sociaist market economy.” Despite this cursory trestment of this critica issue, the
plenum itsdlf, through the innovation of having the Politburo report on its work to the
Centra Committee, demondtrated the importance of inner-party democracy to the party’s
future adaptation to China s evolving society. It isto that subject that we now turn.
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Political Reform and Inner-Party Democracy

Another reason for the heightened attention paid to the Third Plenum was the
focus on palitical reform over the past year. In February 2003, Hu Jintao established a
committee to examine the issues involved in revising the condtitution. This activity
gimulated nongovernmental academicsto think in terms of palitica reform. In June,
Cao Siyuan, the economist who drafted China s first bankruptcy law, convened a seminar
in Qingdao, and the discussions there no doubt exceeded the tolerance of the leadership.
The desire to avoid public disputes over the course of politica reform appearsto be at
least one reason why Hu Jintao did not mention the subject in his muchanticipated
gpeech on the 82d anniversary of the founding of the CCP (Jduly 1). In August, the CCP
issued a notice declaring discussion of political reform, of congtitutiond revision, and of
the reassessment of historica incidents off limits. This ban was extended in early
September to dose four paliticaly oriented web stes, including one affiliated with Cao
Syuan.

Nevertheless, palitical reform—or at least alimited type of politica reform—was
clearly on the agenda even in August when the Xinhua News Agency announced thet the
plenum would be held in October. According to Xinhua, the Politburo would report on
itswork to the Centra Committee a the plenum.* An artidein the Xinhua News Agency
weekly magazine Liaowang (Outlook) argued that the report was intended as a Sgnificant
innovation. The article distinguished between a*“theme report” that marksa“smple
issuance of indruction and mohilization,” as had been done in the past, and areport on
the leadership’ s work that had the * nature of consultation,” as would be done at the Third
Plenum. The latter would emphasize “performing duties, accepting monitoring and
examination, and obtaining gpprova and authorization,” al of which, by implication, had
been neglected in the past.®

The Liaowang article made very clear that the Politburo and Centra Committee
were taking this step as an example for lower-leve party organizations, which were
expected to have their CCP standing committees report to their full committees. Asthe
aticle put it, “With the centra plenary sesson as an example, we teach party committees
at dl levesto correctly ded with the relationship between a standing committee and a
full committee, link the two closdly together, [and] bring out the best in each other.” In
other words, one of the primary reasons for indtituting this seemingly minor change was
to try to begin to forge more indtitutionaized procedures in the party from top to bottom.
Although thisinitigtive is dubbed “inner-party democracy” (dangnel minzhu), it might be
better described as ingtitution-building. The intended effect isto limit the power of
individua party secretaries a various levels by subjecting them to inditutiond
procedures and norms. Such “inditutional innovation” (the new buzzword in Chinese
politics) is unlikdly to have amgor impact in the short run, but it islikely to strengthen
the centrd leve at the expense of lower levels (by limiting persona networks) over the
longer run.

Theseintimations of conditutiond revison and limited inner-party democracy
were not the only factors stimulating increased attention to political reform over the past



Fewsmith, China Leader ship Monitor, No.9

year. Although the politica report to the 16th Party Congress did not discuss palitical
reform in any detall, it did leave the door open to—and even encouraged—further
exploration of the subject by devating “politica civilization” to equa datuswith
“materid dvilization” (economic development) and “ spiritud civilization” (avagueterm
that seemsto imply the upholding of “socidist” vaues and the incorporation of positive
attitudes toward globalization and high technology).

In addition, Jang Zemin raised the issues of the party’ s “governing capacity”
(zhizheng nengli) and of inner-party democracy. The 16th Party Congress was apparently
the firg time that an authoritative party document had raised the issue of the party’s
governing capacity, a concept apparently derived from the discussions a decade ago
concerning the “ sate capacity,” which largely reflected concerns about proportionately
diminished revenues flowing to the central government. The issue of inner-party
democracy has been discussed widely in party journals over the past couple years, and
there have been numerous efforts to reform party procedures, particularly in the area of
cadre selection and promotion. Nevertheless, the 16th Party Congress raised the issue to
anew level when it declared: “Inner-party democracy isthe life of the party.”

Apparently, over the course of the past year locd party organizations have been paying
increased attention to the issue.

Motivation for Political Reform

It is quite clear thet this attention to governing mechanisms derivesin part from
the close observation of political trends around the world—especidly the collapse of
socidism in Eastern Europe and the former Soviet Union—and in part from recognition
of the dramatic socioeconomic trends that have taken place in China over the past decade.
As Yu Yunyao, the executive vice president of the Centra Party Schoal, recently put it:

Emphasizing the party’ s governing capacity manifests the lessons and
profound reflections our party has derived from some governing parties
losng power. . . . Although the reasons [they lost power] are very complex
and the circumstances of each party were different, in the find analyss
[they] dl failed to correctly respond to the changes in the internationa
gtuation and to solve the issues of domestic economic and socia
development. . . . If [a party] loses the ability to pull people together [niju
renxin] and regject corruption, then corruption will run amok, vested
interestswill grow, and finally the people will reject [the party].°

Wang Weiguang, another vice president of the Centra Party School, was even more
specific:

Severd incidents have made usthink deeply. Firdt, the 1989 incident;
second, the sudden changes in Eastern Europe and the Soviet Union; third,
the Falun Gong incident; and fourth, the KMT’ s [Kuomintang' g loss of
power in Taiwan. These four incidents, in addition to a series of domestic
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events, epecialy those connected with corruption in the party such asthe
Chen Xitong incident, the Cheng Kgjie incident, and severd incidents of
corrup?ti on a the provincid-minigeria level, have shocked the entire
party.

Although the CCP has paid considerable attention over the last two decades to
raising the educationa qualifications of its cadres, increasing atention is now being pad
to the issue of more fundamenta systemic reform.® Attention to systemic reform is
driven in part by the recognition that generational transformation means the party can no
longer rely on the persond authority of an older generation of revolutionaries or even
their successors who grew up with the People's Republic of China (PRC). Egtablishing
ingtitutiona procedures and winning popular support are seen as necessary to retaining

party control.°

Divergent Views

The importance of the issues under congderation, the divergence of viewswithin
the CCP, and the top-down approach that the CCP habitudly takes all suggest that
politica reform—perhaps better called party adaptation—will proceed only dowly, asthe
decision in 2001 to reverse the ban on recruiting private entrepreneursinto the party
suggests. Inthat case, party leaders became convinced that the party had to bring
entrepreneurs into the party or risk pushing them into oppostion. But even with alarge
percentage—some 2030 percent—of private entrepreneurs aready members of the CCP
(though most joined the party first and then went into business), the party has proceeded
very cautioudy. After Jang's speech in July 2001, the Central Organization Department
issued ingructions that only 10 experimenta areas would be alowed to recruit
entrepreneurs, and that work apparently went ahead dowly at best. Thisyear, the number
of experimenta areas has been expanded (though to what extent has not been reported),
but the very ambiguous ingtructions of the Central Organization Department not to set the
bar to admission ether too high or too low suggest that there is continuing confusion on
how to proceed.°

In experimenting with inner- party democracy, the CCP has been trying to expand
the number of cadres involved in the promotion process and to involve the public to some
degree by prescribing a period of “public display” (gongshi) during which the public can
report misdeeds of the cadre put up for promotion. There is obvioudy disagreement
within the party about how far and how fast to proceed dong these lines. As suggested
above, theinterest of the party center seemsto be in strengthening the center’ s control of
lower-leve party organizations, both to make them more responsive to centra control
and to assuage public anger over corruption and the abuse of power. Thus, Li Jingtian,
deputy head of the Centra Organization Department, recently expressed frustration with
the tendency of lower-leve party organizations to expand various forms of voting. Ashe

put it
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For ingtance, democratic recommendation [minzhu tuijian], democratic
opinion [minzhu ciping], and democratic evauation [minzhu pingyi] are
effective ways of expanding democracy and implementing the principle of
public recognition [qunzhong gongren], but in carrying it out some places
have smply chosen people according to votes. Some cadres fear losing
votes, so they do not uphold principles and try to please everyone [dang
lao haoren]. Some cadres are not honest and unscrupuloudy “pull
balots’ [lapiao] in disguised ways. To solve such problems,
fundamentally spesking, we need to rely on deepening the reform of the
cadre system, strengthen the coordinated building of the system, and
gradudly form a strict sructurd system.

However, expanding the role of popular voting—and extending it from government
positions such as village heads to party positions—is precisely what some people want to
do. For instance, aprofessor at the Centra Party School recently described the “three-
bdlot sysem” (sanpiaozhi) that has been implemented in Baicheng municipdity in Jlin
Province. In Baicheng, the first vote in the cadre promotion system is a“ democratic
recommendation balot” (minzhu tuijian piao) in which the “masses’ vote. The second
voteiscaled a“democratic evauation balot” (minzhu ciping piao). A cadre proposed
for promotion must secure at least 50 percent of the vote on each of these two votes, or
else he or she cannot enter the process of investigation, discussion, solicitation of views,
and decigon by the party committee. Thefind voteis by the party committee, either the
standing committee or the full committee, and gpparently is conducted by secret ballot.
Now, according to the article, cadres will abstain from voting if they disapprove of a
candidate, whereas before they would not because voting was conducted by a show of
hands or avoice vote. This system has been extended from deputy heads of county-leve
bureaus to full heads and from the number of candidates being equd to the number of
available pogtions to the number of candidates being greater than the number of

available pogtions. Noting that the phenomenon of “pulling votes’ isimpossible to
eliminate and goes on in avariety of disguised ways, the author argues that it is better
simply to make this solicitation of votes an open and accepted part of the process.*?

A professor in the party school in Chengdu, Sichuan Province, apparently rejects
such experiments as the one in Baicheng as being too timid. As he put it, “If we cannot
muster the determination to fundamentaly change the traditiond system of * gppointment
as primary and eection as supplementary,” we will smply go around in circles talking
about democretic evauation and democratic recommendetion, and it will be difficult to
make substantive progress.” He went on to say, “Thiswriter believes that the arena of
party congtruction perhapsisin grester need of liberating thought and innovation than
other arenas; otherwise, party construction will lack vitality.”*®

Whereas some researchers and locdlities are obvioudy pushing to increase
popular participation even in internal party affairs, others are opposed. For instance, a
member of the Organization Department of Shanxi Province takes a very conservative
approach in arecent article. The author argues that the reason the Communist Party fell
from power in the Soviet Union was that the leaders of the country “diluted the governing
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consciousness of the party and gave up the party’ sleading authority.” The reason
Mexico's Indtitutional Revolutionary Party (PRI) lost power after 71 years was because
“socid liberdism” replaced “revolutionary nationalism.” This author sees dangersto the
CCPadl around. For instance, he writes, “Globdization creates favorable conditions for
the Western, developed capitalist countries to carry out ‘divison’ and ‘Westernization.””
Similarly, dometic reforms have brought “vitdity” to the country, but the plurdization

of the country has " brought negative influences on peopl€ s thinking and concepts,
gimulaing liberdism [z'you fangren] and anomie [fensan wuxu].” Within the party, the
author maintains, the emergence of different politica views and lifestyles has caused “the
political quality of a considerable portion of party members, including some leading
cadres, not to improve, but on the contrary to decline.”**

Implications

The Third Plenary Session of the 16th Central Committee might be seen as
marking atentative firgt sep in an emerging Hu Jintao era. Of course, Hu Jntao has
been known since hisfirst weeks in office to show greater concern for the plight of the
common people, particularly those in the interior and those laid off in large numbersin
the northeat, but it is only with the Third Plenum that we can see a more systematic
effort to promote balanced growth backed by an authoritative party document. Hu has
been very careful over the past year to depict himself as carrying out the legacy of Jang
Zemin, epecidly the “three represents,” even as Hu has reinterpreted Jang' s policies.
This careful reprioritizing of policy has generated visible tension between Hu and Jang,
and Hu' s hold on power may not be fully clarified until after the 17th Party Congressin
2007. Neverthdess, Hu has been increasingly putting his own stamp on party policy, and
the essence of the three representsis now said to entall “building a party that servesthe
interests of the public and governsfor the people” (lidang weigong, zhizheng wel
min)°*—the mantra Hu Jntao repestedly invoked during his July 1, 2003, speech.*® Hu's
ability to secure Centra Committee backing for apolicy document that differs
ggnificantly in emphass from the 16th Party Congress document only a year ago
suggests that Hu has been remarkably successful in shifting the policy agenda after only a
year in power.

Hu has obvioudy proceeded very cautioudy on theissue of palitica reform. If he
had intended to address the issue in his July 1 speech, as foreign reports suggested, he
dropped theidea. But the Liaowang aticle that discussed the sgnificance of Hu giving a
report on behaf of the Politburo to the Centra Committee indicates that some limited
palitica reformison Hu' sagenda. What is difficult to judge at thispoint intimeis how
the apparently conflicting desires to win popular support and tighten centra control over
the party can bereconciled. Asvarious articlesin the party pressindicate, there are
sharply conflicting impulsesin the party. Experiments at lower levels are obvioudy
continuing and receiving high-level attention, while conservatives evince amore
authoritarian trend. How the party responds to these various pressures will shape much
of party politicsin the coming years.
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