Twenty-Seventh Graduation Ceremony of Lingnan College

An address given by Prof Wang Luolin

Mr Visitor, Chairman Chiu, President Chen, Ladies and Gentlemen,

May I take this opportunity to express my heartfelt gratitude to ngnan College for
allowing me to deliver a short address on this auspicious occasion.

For the past ten years, I have been engaged in academic research, and written a number of
papers on the topic of “The Soviet Model and Economic Reform”. I would like to share with
you briefly some of my observations and ideas on this subject matter.

The term “Soviet economic model” is generally used to refer to the mode of economic
development and management system prevalent in the Soviet Union in the 1930’s, during which
the Soviet Union underwent its industrialisation phase of development. Essentially, it is
characterised by the following main features:

° seeking to develop the economy at the fastest possible speed and the economic mode
is extensive;

° developing a unified ownership structure;

» establishing a highly centralised and highly administrétive system of management;

. restricting the development of the commodity economy and excluding market
mechanisms;

. emphasising the growth of heavy industry at the expense of agriculture and light

industries, resulting in an imbalance of primary, secondary and service sectors; and

. pursuing a “closed-door” policy, leading to the isolation of the domestic market
from the international market.

The reasons for the adoption of this economic model were historically rational in the
circumstances existing in the Soviet Union at that time, and a number of serious failings and
disadvantages became apparent in due course. Nevertheless, and notwithstanding the rather
different circumstances of their own economic development, a number of socialist countries
adopted the Soviet model. The results have been disastrous and have led to the current need for
economic reforms.

Notwithstanding this, China followed the Soviet model in 1950’s with some modifications
such as the centralised management system and the balance between light and heavy industries.
Owing to the deterioration of the Sino-Soviet relations from 1960 onwards, China has criticised
the economic reforms adopted by the Soviet Union and Eastern European countries as
“revisionism”. As a result, energy was expended on attempts to postpone China’s reforms and
prolong the existence of the Soviet model in China until the late 1970’s.

The “open-door” policy and the reforms adopted in China since the late 1970’s have brought
turbulent changes. We have seen signs of retreat from the Soviet model of economic

management, ownership structure, industrial organisation, commodity and monetary relationships,
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and foreign economic relations. Although a “socialist market economy” has gradually taken
shape, the drawbacks of the Soviet model have still persisted. The persistence of Soviet
influence can be detected in our management system, growth models and in people‘s attitudes and
behaviour. For example:

° the economic growth mode is basically still extensive;

. a large number of state-owned enterprises built according to the extensive mode of
economic growth are facing the strenuous tasks of management reform and structure
adjustments;

* the failure to streamline the complex government structure and state-enterprise

interface that was developed according to the highly centralised management system,
and inseparateness of politics and enterprise has become serious obstacles to further

reforms;
. the continued reliance on administrative measures to manage the economy; and
» the dualistic structure of urban and rural economies inherited from the Soviet model

has not been changed significantly.

Very few socialist countries will continue to manage their economies or to shape economic
reforms in accordance with the Soviet model, and there is no possibility that China will revert to
this course. However, Soviet influences on the system, and people’s mind-set are still very
predominant and thus represent obstacles to future reforms. The time is therefore ripe to
undertake an objective evaluation of the historical relevances and limitations of the Soviet model
and to identify the main difference between the Soviet model and socialist market economy.
These have both practical and theoretical significances in our effort to hasten reforms and to
minimise their adverse effects.

In establishing a market economy, China has encountered many difficulties, in addition to
the adverse effects of the Soviet influence. There are bound to be new issues and new problems
to be identified, to be studied and to be resolved. Some of these problems may include questions
relating to inflow of foreign capital, monetary policy, financial planning and the prevention of
financial risks. Many scholars and researchers at the Chinese Academy of Social Sciences,
including myself, are involved in research into these topics. Due to time constraint, I would not
be able to go into further detail.

Nevertheless T hope that I have been able to share with you some of my understanding of
this subject area. Without further ado, therefore, may I express on behalf of myself and my four
fellow graduates, our deep gratitude to Lingnan College for awarding us honorary doctorates.
We are proud to be members of the Lingnan family, and would like to contribute as much as
possible to the development of the College and to the education of the younger generatlon in
building a prosperous Hong Kong.

Thank you very much.
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