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THE THIRD PLENUM,

READING THE X1 SIGNALS

Lu Cheng Yang
Director, Operations Team, TJ Novo Group

n my research on CPC and

(Communist Party of China)  * In practice, do the right
leadership principles,  have  things
traced the development
of key tenets since the | termed these ‘adaptive
Jinggangshan and Yanan leadership’ principles. So
days. My conclusion is that = the question is whether the
even today, the following  Third Plenum has continued
key concepts are still being  to observe some of these

observed: principles or has explored
new areas, given the new
*  Serving the people; realities in China. In this

«  Striving towards ideals;  article, | would look at the

Third Plenum from three
angles and offer a different
perspective of how things
are being evolved.

The first angle came from
Chairman Xi himself when
he took pains to explain how
the Third Plenum decisions
were arrived at; the second
is the Section 16 of the
Third Plenum communique
on measures to tighten
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cadre management and
the third is the intent behind
creating the two Leading
Small Groups (LSGSs).

How the Third
Plenum topics
and content came

about?
A key change in this
Plenum is Chairman Xi felt it
important enough to provide
a ‘public’ explanation of
what is going on. It is like
providing a synopsis of the
Third Plenum and clearly
the target audience was
not just the cadres attending
the Plenum. It certainly
put a real face behind the
many important ‘decisions’
that had been made which
affected a large swath of the
Chinese population.

Xi! took pains to explain
the drafting process and
how the content came
about. He told Plenum
members that the Politburo
fully recognised the current
realities brought about by
35 years of opening-up
and reform policies. Thus,

in April 2013, members
recognised a set of top ten
issues (see later) and was
resolute to solve them with
a holistic deepening reform
approach. These topics
had the support of not just
cadres but also members
of the Party and the public
at large.

Apparently, on 20th April,
a Party notice was issue
to seek views from all and
sundry. Since then, adrafting
team was assembled with
Xileading as Chairman and
Comrade Liu Yunshan and
Zhang Gaoli as deputies.
Officers from the relevant
departments at the Central,
provincial and municipal
level ministries were also
co-opted.

One report indicated no less
than 60 plus cadres being
involved and they held
more than 80 small group
meetings and discussions
from April to July 2013.

In the whole seven month
drafting process (April to
November), views of the

public were widely sought,
topical seminars were held,
surveys to investigate
certain issues in-depth
were conducted.

And of course, the drafts
were review several times.
By July, each Politburo
member were given the
draft ‘Decisions’ for them to
test out with relevant sector
of the population that they
would be meeting.

In early September,
three types of ‘official’
consultation were carried
out: discussion with
100 over key Political-
Government-Military CPC
units, press meeting with
non-CPC Parties, worker
and trade organisations,
political independents
as well as written public
consultations. About 2500
suggestions and opinions
were received in less than
30 days.

Xi revealed that based on
the feedback received,
new visions and thought
guidance were further

1. See article on Xi's explanations at http://cpc.people.com.cn/n/2013/1116/c64094-23561783-7.html#Ei 44t

JtR11815HH.
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evolved. He explained that
five main considerations
were paramount to the
drafting teams:

. Realise the strategic
mission of holistic deepening
reform as proposed by the
18th Party Congress;

. Reform as the
mainstream with three
‘non-writable’:
statements, repeated
policies and purely
developmental initiatives;
. Emphasise on the main
points as reflected by the
people and work through
the key areas and critical
connections;

. Insist on stable steps
in implementation but bold
concepts in reform; and

. Time limit: up to 2020,
to obtain decisive results

general

Almost naturally, it follows

that the ‘Decisions’ should
contain ‘answers’ to all the
people’s problems? Xiin
his explanation did allude
to the following problems:

. Unbalanced,unman-
aged and unsustainable eco-
nomic development

. Weak scientific innova-
tion ability

. lllogical resource struc-
ture and distribution

. The concept of devel-
opment not fine tuned

. Unequal divide

between the town and country
and disparity in income

. Social contradictions
and dilemmas appeared to
have increased

. Thorny issues in edu-
cation, jobs, social security,
medical coverage, housing,
ecology and production and
pharmaceutical safety were
prevalent

. Significant issues
with cadres being officious,
formality driving, rent-
seeking and decadent

. Security and legal
system reflected conflicts
of interests and caused
hardship for the population.
. Challenges in the anti-
corruption efforts

The concerns from the
citizens were quite close
to his own perception
of their problems. The
People’s Daily ran a poll
on the most vexing issues
that were causing anger
and grief during the 18th
Party Congress in 20122
If we compare the list
of grievances with his
Third Plenum exposition,
they bored wuncanny
resemblance:

Social security, social media
management

Income distribution, more
wealth for farmers

Anti-corruption

Housing Security

Medical Reform

Price Stability, role of mar-
ket, SOE for the good of the
people

Food and Pharmaceutical
Security

Rule of Law, legal reform

Governance reform relating
to cadres

2. See People’s Daily lllustrated News at http://politics.people.com.cn/n/2013/1116/c1001-23560753.html.
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So the first point is there was
a consultation process and
the problems of the people
were heard and attempts
would be made to deal with
them. This is serving the
people.

Measures to
tighten Cadre
Management

From the Third Plenum
communique, many may
not have noticed Section
16 which focused on the
management of the cadres.
Yet it is the army of CPC
cadres that are going to carry
out this holistic deepening
reform, so whether it is
strengthen cadre selection
process or allowing cross
deployment, the optimal
leverage on the 80 million
strong CPC members is
vital. The new mantra is a
learning, service-oriented
and innovative Marxist
governing Party®. Thus, we
can expect more measures
to be announced to bring
the cadres in line. Section
16, hinted at the trends

of things to come in three

broad areas*:

Strengthen cadre
selection

Xi wanted to improve the
cadre selection system
with better performance
management, procedure for
choosing key management
positions competitively and
judicious selection of young
cadres for grooming.

In addition, he would
differentiate between those
appointments that could be
up for democratic election
within the Party and those
that had to be assigned
by the Organisation
Department only and in
the process overcoming
the deficiencies of the
current voting process.
Sensing that talent must
be optimally employed, Xi
also urged for versatility
in  manpower posting
with criteria appropriate
for local situations (eg by
having broader criteria for
remote location postings).

The intent was to allow
everyone to maximise their
potential by cross posting
within Party branches,
political organisations,
work units and social
agencies

Improve the deployment
of cadres

Beyond selection, Xi
is clear that that those
in charge needed to
strengthen the leadership
responsibility with defined
job scopes and limits of
power. This way the
overall supervision and
audit of governance
and executive power
implementation could be
closely monitored.

Xi also felt that clear
division of power and
work responsibilities
amongst the cadres and
government departments
could make Party work,
government affairs and
work unit issues more
transparent and develop

people’s trust in public

3. the actual words are F3J &, AR

SE, SR DR EE B,

4. This is based on People’s Daily Picture News which interpreted Section 16 in plain words! See http://
politics.people.com.cn/n/2013/1116/c1001-23563544.html.
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policy making, initiative
implementation, service
orientation and results
emphasis.
also love to refine the
classification of civil jobs
so that the appointments
and relevant salary
grades were in line. In
addition, Xi wished to
professionalise the civil
servants in administrative
and technical jobs as well
as streamline the current
myriad recruitment and
appointment practices
across the Party branches.

He would

The Plenum report also
indicated that the Party
would reform the cadre
performance management
system to outlaw the
practices of overwhelming
showmanship and ‘results-
at-all cost’ symptoms; and
minimise evaluations based
on personal whims and bias
opinions.

Tight discipline
management of the cadres

Not surprisingly, Xi would
like to deepen discipline
administration within the
Party by:

. Strengthening the
supervision from the senior
Party Discipline Committee
to the sub-ordinate Discipline
Committees;

. In investigations, superior
Discipline Committee to
lead even as the Discipline
Committee report findings
to its same level Party
Secretary;

. Party secretary and
deputy nomination and
evaluation were to be led
by the superior Organisation
Department and the
Discipline Committee.

He would develop anti-
efforts to
prevent conflicts of
interest and move on the
issue of personal assets
declaration. For instance,
the Party would trial an
open system of declaration
for new appointments
and entrench cadre
supervision within the legal

corruption

authority, public sentiments
monitoring and democratic
policy making perspectives.

There would be moves to
iron out the uneven benefits
for official perks such as

government housing, use
of official car, office space,
personal secretaries,
public security guards
and spending on official
functions. The Party
would further curb the use
of public power for private
gains by constraining the
employment of relatives
in government jobs,
social organisations and
favouritism in government
procurement as well as

any relatives moving
to stay abroad! Xi also
emphasised that the

abuse of public power and
personal influence in official
interactions and dealings
for private gains would
be severely dealt with to
thwart any temptation for
special privilege thinking
and selfish behaviour.

So signal is clear: Xi has
gotten the feedback from
the people and worked
out the new ‘decisions’,
Party cadres better close
ranks and work together
to implement these new
measures. Xi is striving
towards the ideal as cadre
management could never
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be absolute, but trying he
must. And if all else fail, Xi
has formulated two Leading
Small Groups...

Why two Leading
Small Groups
(LSGs)?

The Plenum communique
explained the formations
of the LSGs succinctly:
the LSGs are responsible
for overall concept design
of the holistic deepening
reform, central direction
and implementation. The
purpose is to ensure that the
Party could be significantly
in control, effect the co-
ordination of core leadership
and guarantee the smooth
execution of various projects
in the reform.

When researching for my
book, | came across the
concept of Leading Small
Groups®. Theidea of Leading
Small Groups or LSG (4.
5\4H) is enshrined in the
CPC Party Constitution as
follows®:

Chapter IX Leading Party

Members’ Groups Article
46.

A leading Party members’
group may be formed in the
leading body of a central or
local state organ, people’s
organization, economic or
cultural institution or other
non-Party unit. The group
plays the role of the core of
leadership. Its main tasks

are:

. to see to it that the
Party’s line, principles and
policies are implemented,

. to discuss and
decide on matters of major
importance in its unit,

. to do well in cadre

management,

. to rally the non-Party

cadres and the masses in

fulfilling the tasks assigned

by the Party and the state

and

. to guide the work of
the Party organization of

the unit and those directly

under it.

In the subsequent Article
47, it further adds that the
composition of a leading

group is decided by the
Party organization that
approves its establishment.
That is, the Secretary
General could establish a
small group to be led by
himself and choose his own
members, secretary and a
deputy as necessary.

But Prof Zheng Yongnian
of East Asia Institute had
an alternative take. In a
seminar session at Chui
Huay Lin early this year’,
he explained the two
Leading Small Groups
as a new political move
and was here to stay.
He explained that the CPC
has always gone for a
group leadership structure
even though there were
a few strongman at the
helm (Mao, Deng and now
Xi). The Politburo, the top
leadership always had 5
persons. Butin 1978 at the
11th Party Congress, Deng
decided that as the CPC
moved from a revolutionary
party to a governing party
mode, more needed to be
done and so more people

5. See Adaptive Leadership by Lu Cheng Yang
6. See http://english.people.com.cn/102774/8024589.html from the 18th Party Congress in 2012
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were included in the top
leadership group. Deng
also studied the collapse
of the Soviet era and
concluded that, rather than
open political conflict that
could lead to the demise
of the Party the way the
Soviets did, the rivalry
should be contained within
the Party. So the Politburo
was expanded from 5to 7.
This was further enlarged
to 9 during the Hu-Wen era.

While this could be seen
as the weakening of the
Central as different factions
vie for power and control
over different parts of the
economy, but it could be
seen as a ‘safety’ measure
to keep the Party as the
governing power. So over
the last decade, while
the economic reform has
continued unabated, there
was no a strong challenge
to communist leadership in
China. Nonetheless when
everyone is responsible,
no body is really in charge.

Prof Zheng also shared
that in 1993, Jiang Zemin
skilfully revived the Deng-

era Central Financial and
Economic Leading Small

Group (CFE LSG) to put

economic affairs under his
control. Jiang only came
to the Beijing in 1989 and
was no match for Li Peng,

the Premier in charge of
the State Council---a very

old hand and powerful
bureaucrat. But with the LSG
setting the policy directions
as it was headed by Jiang
the Secretary General, Jiang
managed to wrestle over the
control of economic affairs
and have things done his
way.

So fast forward twenty
years and we see Xi
employing this enshrined
Party apparatus to gain
control from the factional
in-fighting. The twin LSGs
of security and holistic
deepening reform probably
covered anything that could
be important and comrade
Xiisin charge. If the matter
does not come under the
LSGs, it probably does not
matter anyway!

So emperor Xiis completely
in charge (with tightened

cadre management
through the 2 LSGs) and
this emperor has the
mandate of the people,
having consulted widely.

It is not over yet...

From adaptive leadership
perspective, Xi has
certainly done the right
things in practice. The
content of the Third Plenum
focused on the issues that
were gravely affecting
the people. There was,
at least, extensive Party
level consultation although
not a wide-ranging public
discourse. But given
the size of China, this is
already admirable.

Xi also knew that ‘Policy
is Implementation’, if
the cadres were not
further disciplined to do
the right things on the
ground, all efforts of the
Third Plenum could go
to waste. To ensure that
he is able to dictate both
the pace and extend of
holistic deepening reform,
he decided to chair two
Leading Small Groups. So
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the end result is he holds
the ultimate ‘Ring’ to control
all rings.

Still, no reason to be
sanguine but just cautiously
optimistic. One critical but
balanced commentator put
it this way?.

Xi faced three
Challenges ahead

First, the challenge from
the anti-reformists. Many
cadres have been severely
affected by anti-corruption
measures and they could
launch a second ‘cultural’
revolution to thaw Xi's
efforts.

Secondly, the risk of
economic re-capitulation
with extreme unequal
distribution of income. If the
economy grinds to a slow
trotter, it would no longer be
possible to support an
economy where the cadres
live off the tolls of sweat
labour.Only with an American
style taxation of the rich ill-
gotten gains could the

situation be balanced.

The final hurdle would be
that of a people revolution.
With the government control
loosen, the people are eager
to have their pound of flesh
and the chaotic struggle
between the people and
those in power could only
get bloody.

So what outcome could we
expect?Xi could cave in to
anti-reformists pressures
and pave way for China
to be split between the
contending factions. He
himself could become
corrupt and the deepening
reform would come to a
halt.
would be for the reformist
to triumph and take China
on the path to genuine rule
by the people.

The best outcome

My hope is for Xi to do
the all the necessary right
things, in practice!

8. Article at http://singpao.com/xw/ht/201308/t20130808_451341.html and is entitled ‘Xi has been in
power for half a year with mixed views from all sides’ (SIEFEBESMHEA, &iRkHIXT S BHEERRTEMN

A=)
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