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Our greatest glory is not in never falling, but in rising every time we fall.

Confucius (551–479 BC)

When things thus find the proper point to which to come, they are sure to
become great.

The Yi Jing

It seems to never occur to fools that merit and good fortune are closely united.

J. W. von Goethe (1749–1832)

In a game of mutual deception an Englishman or an American can beat a
Chinese nine times out of ten.

Bertrand Russell (1922: 210)

Fool me once, shame on you; fool me twice, shame on me.

Chinese Proverb

It is easy to hate and it is difficult to love. This is how the whole scheme of
things works. All good things are difficult to achieve; and bad things are
very easy to get.

Confucius (551 BC–479 BC)



When cleverness and knowledge arise, great lies will flourish. When relatives
fall out with one another there will be filial duty and love. When states are
in confusion there will be faithful servants.

Laozi (6th–4th BC?)



Preface AndAcknowledgments

My aim in writing this book is to reflect on China’s economic growth
from 1978 till 2018. I have never stopped thinking about the issues about
China’s modern history even a few days once I began to be concerned
with it from 1983. After I graduated from Department of Geography,
Beijing University in 1982, through passing the examination in engi-
neering I was sent by China’s government as a graduate student to study
at School of Civil Engineering, Kyoto University (the name of which I
had not known before I was told to go). Soon after I landed in Japan in
1983, my shocks by the differences in the two countries were unspeak-
able. I had been brought up in the isolated China and had heard almost
nothing about capitalist societies before coming to Japan. Since I came
to Japan, I have spent much time on understanding a few questions. One
is why China has been behind Japan’s economic development so long,
even though Japan learned so much from China over the many centuries.
How was it possible that in the early 1980s my diligent father who grad-
uated, as law major student, from a Japanese University in Northeastern
China in the 1940s, was earning the monthly salary that a young worker
was receiving by washing dishes only two hours in a fast-food restaurant
in Japan (in nominal exchange rate)? In the early 1980s, an unskilled
Japanese worker was paid for one hour’s work as much as a young Chinese
worker’s monthly salary in Shanghai or Beijing. I was further shocked at
China’s poverty, after I had observed that Japanese students in Kyoto
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University were neither more diligent, nor smarter, nor more academi-
cally advanced, nor more respectable as student (with regard to respect
and passion for learning), than Chinese students in Beijing University.
Ever since I started asking these questions, I have endeavored to under-
stand dynamic changes in income and wealth, ethics, institutions, firms,
and behavior in China and Japan for the sake of understanding in my
leisure times over years.

Unpredictability is only certainty in important events in human history.
Nowadays I often hear Chinese tourists’ joyful exclamations “太便宜啦”
(“too cheap”) in Japan. The reduced gaps in the living conditions between
China and Japan within such a short time period were beyond anyone’s
expectations in the 1980s. By 2018, China was the world’s second-largest
economy with its 9 percent average annual growth rate of GDP in the
previous four decades. Its share of the world economy rose from merely
2.7 percent to currently 16 percent. The per capita GDP jumped from
$100 to over $1,0000 in 2019. Eight hundred million people have made
a great escape from poverty. Since the late 1990s, each year many articles
and books have predicted immediate collapses of China’s economy. These
predications were often based on well-established theories and observed
facts. No news is good news. No single year has shown any success of
those predications.

The study of history is, mathematically speaking, to solve higher
dimensional partial differential equations with initial conditions. The
fundamental job of studying history of human societies is to find the
equations, i.e., mechanisms, of historical evolution. Historical variables
are nonlinearly interdependent. This implies that equations are nonlinear,
multidimensional, and dynamic. Any historian, even if he is smart, dili-
gent, and well-informed, may solve wrong equations—“wrong” in the
light of new knowledge. Equations are possibly so complicated that no
generation so far could establish and solve true equations for important
historical events. Hence, no generation could solve historical issues with
certainty as there is no true equation available. Wrong equations with
correct historical factors lead to, almost certainly, wrong conclusions. This
asserts why new knowledge, new assumptions, and new perspectives, not
to say new facts and new biases, will change the history. Each generation
has its ancestor history. Occurrence is invariant but the written history of
the occurrence changes with time. History is constantly re-written as man,
except his new biases due to brainwashing of his contemporary culture,
knows more about himself and dynamic mechanisms of human societies.



PREFACE AND ACKNOWLEDGMENTS ix

This book reflects on China’s 40 years economic reform with modern
chaos theory on social and economic dynamics and new interpretations
of Confucianism. Chaos theory reveals complexity and unpredictability of
evolution (Zhang, 1991), while Confucianism is the basic cultural stock of
Chinese civilization. This book is also based on my books in 1998: Japan
versus China in the Industrial Race; in 1999: Confucianism and Modern-
ization; and in 2007: New China’s Long March from Servility to Freedom.
It is a continued part of my research on applying modern knowledge and
economic theory to interpret Chinese thought and Chinese history. I have
been interested in ancient Confucianism and its implications for modern-
ization of East Asia since the late 1990s. This book quotes extensively
from the Confucian classics to illustrate what I mean by that Confucius,
as the cultural stock of China, is important for understanding China’s
recent development.

Most of Chinese names are expressed in pinyin, except a few names,
such as Confucius, Mencius, Lao Tzu, and in the citations, in Roman-
ized Chinese. By ancient Confucianism, I mainly refer to the Confu-
cian doctrines developed by Confucius (Kongzi in pinyin, 551–479,
BC), Mencius (Mengzi in pinyin, 382 BC–279 BC), and Xun Zi in
pinyin (Hsun Tzu in Romanized Chinese, 298–238 BC). The quotes of
Deng Xiaoping are from: https://quotes.thefamouspeople.com/deng-xia
oping-4263.php. There are some quotes which I don’t provide sources as
almost all of them are from https://www.brainyquote.com, with a few
expectations which can be identified by googling. I am deeply gratitude
to the websites. I am thankful to the valuable comments and sugges-
tions of the anonymous referee. I am very grateful to Editor Jacob Dreyer
and Manager Ashwini Elango for effective co-operation. I completed this
book at the Ritsumeikan Asia Pacific University. I learn much from the
campus life sustained collectively by the colleagues, students, and staffs
from over 100 countries. I am grateful for the university’s supportive
environment in research.

Beppu-Shi, Japan Wei-Bin Zhang

https://quotes.thefamouspeople.com/deng-xiaoping-4263.php
https://www.brainyquote.com
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CHAPTER 1

Mao Zedong and the Preconditions
for the Butterfly Effect

Nothing affects the life of a child so much as the unlived life of its parent.
Carl Jung (1875–1961)

If one examines rapid progress period of developed economies, one finds
that these economies started them mostly from poverty and low educa-
tion with social and political order. Before WWII, German and Japanese
economies were growing from poverty and low education. After the war,
the two economies grew swiftly from poverty, even though human capital
was not totally lost in the war. They had social and political stability under
American protection. The USA, great as it is today, was built by poor
and uneducated immigrants of low social status from their original coun-
tries. This is true for Australia, Canada, and New Zealand. Before WWII,
the modern industrial economies became developed in association with
colonization. The colonization played an important role for social and
political stabilities as “trouble-makers” in their own countries could make
fortunes in other lands. Wars might also help political and social stabilities.
Singapore, Hong Kong, and Taiwan were developed by immigrants of
low social status in their original provinces back in mainland China. They
enjoyed relatively orderly social and political reliable environment under
Western powers. South Korea had swift growth after being liberated from
a colonized state and subject to American protection. China’s initial state
was poverty and low education with social and political stability and order
under a single party’s control.

© The Author(s), under exclusive license to Springer Nature
Singapore Pte Ltd. 2021
W.-B. Zhang, The Butterfly Effect in China’s Economic Growth,
https://doi.org/10.1007/978-981-15-9889-0_1
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2 W.-B. ZHANG

When Chairman Mao was passing, Chinese people were not only poor,
but also had no dream to become rich; they were not only lowly educated,
but also had no hope to receive any formal higher education. Mao created
a worst type of poverty: no hope for a better life. China has experienced
meteoric improvement in national economic conditions since it launched
the economic reform and opened to global markets in 1978. The per
capita GDP jumped from $100 in 1978 to over $10,000 in 2019. Eight
hundred million people made a great escape from poverty. By 2018,
China was the world’s second-largest economy from its 10th position in
1978 with its 9% average annual growth rate of GDP in the previous four
decades. Its share of the world economy rose from merely 2.7% to 16%.

A great challenging question in the history of civilizations in general,
and economic development in particular, is why China could have
achieved such rapid economic progress with the one-fifth global popu-
lation and little resource (in terms per capita) from the bottom of the
world (in terms of per capita income and per capita higher education
received). The Nobel Laureate in Economics, Coase, jointly with Wang
claim: “It will take us decades, if not centuries, to fully explain why China
became capitalist the way it did, resolving all intriguing puzzles.” (Coase
and Wang 2012: 202). There is perhaps no precise solution of the black
swan event. But it is worthy to study China’s economic reform as Fernand
Braudel (1902–1985) points out: “Everything must be recaptured and
relocated in the general framework of history, so that despite the difficul-
ties, the fundamental paradoxes and contradictions, we may respect the
unity of history which is also the unity of life.” China’s economic prolif-
eration is a short period of China’s history, but an exciting one. It is the
bifurcating point into modern social and economic structure from the
traditional one.

The Chinese economic structure has experienced catastrophic changes
due to a well-known idea in the ocean of economic knowledge—market
mechanism. Traditional economic theory cannot explain how a “trite”
political economic idea can lead to an unpreceded change in human
history. This kind of change needs modern chaos theory or theory of
complexity to rigorously explain. Chaos theory mathematically exhibits
how a small change can lead to dramatically structural change. “Math-
ematically” implies that the theory demonstrates rigorously not only
beautiful phenomenon, but also, perhaps more importantly, the mech-
anisms controlling the system, the structure, and the status under which
the phenomenon is observed. Traditional Newtonian natural science and
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neoclassical economics predict that a small change can only result in small
changes. Traditional sciences cannot explain structural changes with small
exogenous changes. Chaos theory demonstrates how a butterfly flaps its
wings in Okinawa may subsequently cause a storm which ravages Japan.
A touch of a friend’s dog in a small town may cost many human lives
and originate a global economic crisis due to virus diffusion. Sources of
structural changes in human societies are not necessarily big shocks such
as revolutions, storms, nuclear bombs, earthquakes, great liars, and great
politicians. Revolution, even if it succeeds in the destructive purpose in
the short term, often does not lead to permanent structural changes in
the long term. There are plenty of examples that a society, or an industry,
or an organization experiences structural changes due to seemingly unim-
portant events. The chaos theory also tells why so many economists in the
world who have been trained and done research so many years and are
equipped with most advanced mathematics, valid data, and computers can
predict only these phenomena which people without professional training
roughly know. This is similarly for weather forecasting. An old man should
know what it means the best doctor is oneself. Young people do not need
sophisticated doctors if they catch a cold; old people with complicated
health problems can hardly find a useful one among many well-trained
doctors. Politicians should do little in improving economic performances
if an economy is in healthily growing stages; politicians often worsen
economic performances if the economy is in deep troubles. Chaos theory
help us to understand the complexity of nonlinear dynamic phenomena.

The most intellectually challenging question about the butterfly effect
is not the unpredictable and amusing phenomenon, but the complexity
of structure and preconditions under which a nuance brings about large-
scale changes. A butterfly must flap at the right time within the right
structure, and at the right state of the system to generate the big effect.
Political economic ideas for improving human societies are abundant and
applied in varied parts of the world. None has brought about the butterfly
effect in scale, scope, and speed as Deng’s idea about economic reform
in entire human history. In fact, Deng had once advocated the idea in
the 1960s, together with his superior Liu Shaoqi (1898–1968). They
were together labelled in the late 1960s as China’s foremost “capitalist-
roaders”. Their idea was proposed at the wrong time, even though
China’s socioeconomic structure in the 1960s was the same as in the late
1970s. Deng’s early application of market mechanism to China’s reality
had no great impact on China’s economic advancement. He had to wait
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for fortunes before switching China’s modern path of development to the
track of rapid economic progress.

Liu Shaoqi—the Chairman of the People’s Republic from 1959 to
1968—deemed that a limited market economy and the retention of
private ownership (which is the idea that Deng practiced after 1978)
is not against socialism and should promote socialist development. The
basic idea was what the CCP (Chinese Communist Party) now calls
market economy with Chinese characteristics. Liu, rather than Deng, is
still considered by some Chinese as the pioneer of market economy in
the New China. Liu and Deng failed to introduce market mechanism to
Chinese economy due to the wrong time within the same economic struc-
ture as in 1978. Mao Zedong was China’s most powerful man and he
had no concern about market economy. Under Mao’s leadership, China
remained poor in terms of per capita income and lowly educated. Mao
had begotten the structure and state for Deng’s butterfly effect.

A great success of man occurs as a combination of his character, efforts,
and fortune. Talent, diligence, and virtue do not lead to great fruits if no
fortune falls. After the death of Mao (who never lived in an industrializing
economy except the short visit to Russia), Deng (who experienced 5-
years “hard-work and frugal study” in many parts of France) was the right
person with the belief in market economy and in the nation’s top position
to bring about the socioeconomic structural changes in the New China
left behind Mao.

Mao as the Leader of China from 1949 to 1976

Many are stubborn in pursuit of the path they have chosen, few in pursuit
of the goal.

Friedrich Nietzsche (1844–1900)

Mao Zedong (1893–1976) was the founding father of the New China.
He became the national leader after his forces defeated the Nation-
alist government and forced Chiang Kai-shek’s government to withdraw
to Taiwan. He ruled the country as chairman of the CCP from its
establishment in 1949 until his death in 1976.

Mao was born in the village of Shaoshan in the Hunan Province of
China. He was brought up by his peasant father and Buddhist mother.
His family was fairly well-to-do. He received Chinese classics education.
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He attended his village’s primary school at the age of eight, focusing on
Confucian classics. He then worked in his family farm at the age of thir-
teen. He soon went to study in a neighboring county and then moved
to a secondary school in Changsha at the age of 17. In the capital city of
the province, he got some Western ideas. He joined a unit of the revo-
lutionary army for 6 months as a soldier. Then he began to study at a
Hunan Provincial library on his own. He read the Western works by, for
instance, Darwin, Mill, and Rousseau. He then joined a teaching course,
completing his course in 1918. In the same year he went to Beijing where
he got a poorly paid job as assistant in the library of Beijing Univer-
sity. He knew the library chief Li Dazhao, and a professor of literature,
Chen Duxiu, in the university. The two men were radical Chinese Marx-
ists and the founders of the CCP. Mao soon became a Chinese Marxist,
as he portrayed himself: “I had become in theory, and, to some extent, in
action, a Marxist.” Influenced by the May Fourth Movement, he believed
that all Chinese traditional cultures should be abolished. China should be
moved to an egalitarian and communist stage.

Mao liked to read Chinese literature of tales about bandits and heroes.
His vision of social order and national management was perhaps much
framed by the socioeconomic structure in the Qing dynasty. Gray (1990:
19) describes the Qing dynasty as follows: “It was China’s political culture
rather than her political institutions, which kept life going. The object of
that culture was the maintenance of peace and stability in an agrarian
society, in which change was neither sought nor anticipated. The highest
value recognized in China was social harmony. The method by which
the Chinese sought to realize this value was the control of conflict by
the imposition of hierarchically organized authority.” Mao’s belief and
vision constructed as a failed student and a farmer in the countryside, a
soldier in local regions, a lowly paid worker in youth in the capital city, and
killing fields in chaotic China would later frame China once he grasped
the absolute power over the country.

In 1920, Mao took a job as principal of a primary school in Changsha.
He joined a group in setting up the Changsha branch of the CCP. In
1921, he was one of 12 delegates at the First Congress of the CCP. In
the 1920s, Mao concentrated on political work in his native Province
and Jiangxi Province. He was elected chairman of the newly established
Soviet Republic of China, based in Jiangxi province in 1931. During the
Second Sino-Japanese War (1937–1945), the CCP battled the Japanese
invaders. Mao and Jiang (Chiang Kai-shek in Romanized Chinese and
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Jiang Jieshi in pinyin) decided to start a full-scale civil in 1946. Jiang
won initial victories. But corruption and inflation sabotaged his effort. In
1949, Beijing fell, and Jiang was forced to withdraw to Taiwan. On the
1st of October in 1949, the People’s Republic of China was established.

Plato describes a way to become a tyrant: “This and no other is the
root from which a tyrant springs; when he first appears he is a protector.”
Plato’s logic illustrates how Mao could die as the “triumphant” tyrant.
Before he got absolute power, he was quite democratic and co-operative
with his superiors and equals. His democratic attitudes earned trust and
followers. Once he got absolute power, he would reasonably comeback
to his nature as a powerful politician born into poverty and survived in
brutal chaos. Mao would not change the traditional way about how to
rule China as Kant describes (Schwarcz 1986: 283): “Revolutions may be
able to abolish despotism, profit seeking. But they are unable, by them-
selves, to reform ways of thinking. New prejudices, like the old ones they
replaced, will emerge to enchain, to control the great unthinking mass.”
Brutality is the only human capital he truly mastered after he got the
absolute power.

The Kangxi emperor describes the Chinese emperor’s absolute power
as (Spence 1992: 29): “Giving life to people and killing people – those
are the powers that the emperor has.” Mao inherited this mentality. The
Chinese emperor had monopolistic power over the country, including
human life. Beginning in 1949, the CCP claimed that political power
depends on control of political and legal institutions. The party is the
law. A leader in the legal field, Peng Zhen (1902–1997) illustrated the
party’s view: “Is law subordinate to actuality, or actuality to law? Who is
the mother? Who are the children? Actuality is the mother. It produces
law. Law and theories of law are the children” (Yu 1989: 74). As the
party has the power to determine actuality through information control,
it could have defined the law according to its concrete needs among the
Chinese cultural soil formed under the Manchus. The Manchu ruler did
not treat Han Chinese as humans. the political tradition during the Qing
dynasty left almost no positive influence on introduction of human rights.
Han Chinese were used to cruel treatment of the government. Unlike
the Japanese people who had never been under control of a monopolistic
power (perhaps except a short period during WWII), Chinese people have
been under a monopolistic power (except domestic or international war
times) over thousand years.



1 MAO ZEDONG AND THE PRECONDITIONS FOR THE BUTTERFLY EFFECT 7

During his political and military career, Mao’s victories relied on mobi-
lizing peasants and young people in large scales. By adopting situation-
dependent strategies, he overcame the better-armed and better educated
Chinese Nationalist Party armies. He considered people as easily avail-
able substitutes for weapons and military training— late Mao extended
this substitution to substitution between the number and productivity,
between the number and natural resources, and between the number and
knowledge. He conceived that by making people to use their lives for his
goals, he could win any war. In economic development, he forced people
to grow grains in futile lands without basic cost and benefit calculations.
After he controlled China, the number of people was his key resource and
class struggle was his strategy of maintaining his political monopoly.

When he was confronted with America’s nuclear weapons, Mao
claimed that the US was unable to wipe out China as he had 600 million
people and 9,600,000 square kilometers of land. In his visit to Moscow,
he shocked Soviet Premier Nikita Khrushchev (1974: 255) by saying: “We
shouldn’t be afraid of atomic missiles. No matter what kind of war breaks
out – conventional or thermonuclear – we’ll win. As for China, if the
imperialists unleash war on us, we may lose more than three hundred
million people. So what? War is war. The years will pass and we’ll get to
work producing more babies than ever before.” Li Zhisui (1996: 125),
Mao’s physician, reflected on Mao’s attitude to human life: “I did not
immediately understand, because it was so hard to accept, how willing
Mao was to sacrifice his own citizens in order to achieve his goals… It was
not until the Great Leap Forward, when millions of Chinese began dying
during the famine, that I became fully aware of how much Mao resem-
bled the ruthless emperors he so admired. Mao knew that people were
dying by the millions. He did not care.” There is a relationship between
the people and the leader. The people support the leader. Today China
still nationally admires Mao. Today his body lies at China’s most symbolic
place and his photo appears in China’s bill with the highest value. Mao is
a shallow individual with unstopped revolutionary passions. This type of
individuals destroys himself simultaneously as he hurts the people associ-
ated with him. It is the race’s fate to have such personality to control
China. His revolutionary passion not only left almost nothing for his
family, but also the entire country with huge poor and uneducated popu-
lation. This tends to be the final result of a shallow-minded leader who
has great passion in youth and great power in old age. His granddaughter,
Kong Dongmei, illustrates the lasting impact of his revolutionary passion:
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“it shows his influence, that he exists in people’s consciousness and has
influenced several generations of Chinese people’s way of life. Just like
Che Chevara’s image, his has become a symbol of revolutionary culture.”
(Duncan 2009). Some people are “drug-addicted” to some passionate
persons. In Chinese case, nothing could change their unlimited love for
Chairman Mao.

Marx’s Theory and Chinese Marxism

If anything is certain, it is that I myself am not a Marxist.
Karl Marx (1818–1883)

The least initial deviation from the truth is multiplied later a thousandfold.
Aristotle

Great thought tends to come back to influence man in intervals of a few
hundred years as human collective stupidity is repeatedly corrected and
reversed in changing forms in the name of actuality. Human nature is
almost invariant at least seen from ancient Greek and Chinese civilizations.
Great thinkers who have lasting reputations are not wrong in the sense
that their conclusions are correct if the situations satisfy their (explicit or
implicit) assumed conditions. When Marx’s doctrine was applied China,
the assumed conditions of replacing a mature capitalism with communism
had nothing to do with China’s reality. To a great degree, communism
was applied to the New China during the Mao time as a religion which
“is the masterpiece of the art of animal training, for it trains people
as to how they shall think” as described by Schopenhauer. Mankind
is still too young to evaluate Marx with human histories. Russia’ and
China’ communist realities have nothing to do with Marx’s communist
theory as these societies have no history of mature capitalism upon which
Marx’s dream about communism is made of. China’s economic reform
is to follow Marx’s ideas about capitalism—capitalism may be economi-
cally effective, even if it creates negative consequences. China’s economic
reform is nothing but by admitting the wrongdoing of following the
faked Marxism and making returns from socialism towards Marx’s early
stage of capitalism in the name of Chinese socialism with possible negative
consequences of capitalism.


