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SPOTLIGHT

Is President Xi a ‘Deng’ or a ‘Mao’?

It is clear that China’s President Xi Jinping is expanding his powers. Even in economic and

reform matters, he is leading and sidelining Premier Li Keqiang, who is now mostly in charge of

shorter-term macro policies and the urbanization agenda, having relinquished structural reform

affairs to Xi.

Yet, Xi is distracted by domestic and foreign affairs and cannot spend enough time on China’s

much-needed economic reforms, which are not being implemented as quickly as is desirable.

The foreign policy issues that he has to deal with include territorial disputes with Japan and

other neighbors, the APEC summit and meetings with leaders from all over the world.

Domestically, he must contend with the Hong Kong protests; the anti-corruption drive; the

entrenched interest groups that resist his leadership (including the army); the crackdown on the

free press, the internet and internal dissidents; and the need for judicial reforms to (however

marginally) strengthen the rule of law.

Thus, economic reform issues are not Xi’s priority. He must delegate them to a few trusted

advisors, who are instructed to “muddle through” rather than implement risky and potentially

destabilizing front-loaded reforms.

A benevolent interpretation of Xi’s actions—presented by some local analysts—is that he is

following the Deng Xiaoping playbook. Deng also initially focused on defeating his enemies and

establishing his political power, before progressing with aggressive economic liberalization and

reforms. By this view, once Xi has fully established his power base, he will sharply accelerate

the reform process, perhaps in a matter of 6-12 months.

The less benevolent interpretation is that Xi is more like Mao Zedong. Indeed, some of his

political actions and rhetoric have been reminiscent of Mao’s; his crackdown on dissidents and

the internet shows a great deal of unwillingness to open up society; his anti-corruption drive is

extra-judicial and outside the rule of law; and his main objective may simply be to maintain the

power of the Communist Party, even given the massive corruption, rising inequality and huge

social resentment. Since he is a “princeling,” this, too, is a plausible characterization.

But sophisticated Chinese observers who are close to the center of power suggested to us that

Xi cannot be characterized as either of those two extremes. He likely falls somewhere between

them: He realizes that reforms do need to occur as the current growth model is not sustainable.
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But he also clearly wants to maintain the current regime, where the primacy of the Party cannot

be challenged and where rapid reforms are closely associated with unacceptable risks.

Since radical reforms can destabilize growth, employment and social stability, Xi is likely to go

slow, even if, paradoxically, slow reforms increase the risk of a medium-term hard landing.

Indeed, previous Premier Wen Jiabao first spoke of the Chinese growth model as being

unsustainable, uncoordinated and unstable in 2006. Yet, the Hu Jintao-Wen regime led to a

“lost decade” without any reforms or rebalancing at all. Instead, credit, bad assets, bad debts

and bad investments mushroomed. Now, almost a decade later, the authorities continue on a

path of very slow and piecemeal reforms. The issue is whether this approach will work or

actually make the hard landing more likely: Could the can be kicked into a thick brick wall?

The next few quarters will provide evidence about which of the two paths—reform or status

quo—Xi will take.
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