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OPINION

Co-Governance

by Politicians and §§§
Business Elites
Ends, Launching
Hong Kong’s
‘Second Return’

HE QINGLIAN

ept. 16 marks the
100th day of the Hong
Kong anti-extradition
law movement.

The final direction
of Beijing’s solution to
the Hong Kong issue

is already very clear—the co-gov-
ernance between government of-
ficials and business elites will end,
bringing to fruition the “second
return” of Hong Kong to Beijing.

Several major indications re-
leased through various channels,
including an exclusive article re-
leased by Reuters on Sept. 13, seem
to confirm this. The article states
that China urged its biggest state-
owned enterprises to step up their
investment and assert more con-
trol of companies in Hong Kong,
so as “to calm months of unrest
in the city.”

Itis an indication of the Chinese
Communist Party’s (CCP) attempts
to control Hong Kong to a greater
extent. In addition, on Sept. 13
the CCP mouthpiece The People’s
Daily criticized Hong Kong bil-
lionaire Li Ka-shing, as the pro-
Beijing Democratic Alliance for
Betterment and Progress of Hong
Kong (DAB) asked the Hong Kong
government to consider citing the
Lands Resumption Ordinance to
reclaim the four major Hong Kong
developers’ approximately 9.3 mil-
lion square meters of agricultural
land to build homes.

Then on Sept. 17, China’s domestic
websites posted various columns
and comments, pointing to plans
for the “second return,” which is to
end Hong Kong’s government of-
ficials and business elites co-gov-
ernance for the CCP’s full control
of Hong Kong’s economy.

Beijing Says Hong Kong
Business Elites Are ‘Not

Its Own People’

The Reuters’ article title, “China
prods state firms to boost invest-
ment in crisis-hit Hong Kong,”
suggests that China encouraged

state-owned enterprises (SOEs) to
increase investment in Hong Kong.

It was pointed out that the Chi-
nese regime has recently convened
hundreds of large SOEs to meet in
Shenzhen. The high-level repre-
sentatives of more than 100 large
SOEs have promised to invest more
in major Hong Kong industries, in-
cluding real estate and tourism, to
stabilize the financial markets and
create jobs for local residents, and
to do everything they can to help
Beijing solve the most serious po-
litical crisis Hong Kong has faced.
One of the SOE executives who
was at the meeting told Reuters:
“The business elites in Hong Kong
are definitely not doing enough.
Most of them are not one of us.”

This view suggests that the Hong
Kong business elites’ reliance on
the privileges granted by the Chi-
nese regime to seek rent and profit
in both Hong Kong and mainland
China will come to an end, and so
has the city’s political and business
alliance. In Hong Kong, real estate
and other industries will be taken
over by SOEs.

At present, it is not clear how
the SOEs will increase their in-
vestment, but the principle has
been set: “Chinese SOEs are not
only holding shares in Hong Kong
companies, but also have decision-
making power and control of the
companies.” Demanding from
Hong Kong’s wealthy elites to sell
their ownership and let SOEs take
control is one of the possible ways.
Itis estimated that companies that
have “behaved poorly” in Beijing’s
eyes since the “anti-extradition
law” protests will be among the
first for such acquisitions.

In the article, ‘The Second Re-
turn’ Would Be Nightmarish for
Both Hong Kong and China, I
said that ending the government-
business co-governance model is
an important part of the “second
return” plan.

The rift between the Chinese re-
gime and the united front of the
Hong Kong business elite did not
begin with the “anti-extradition

RN

law” campaign. As early asthe Hong
Kong Occupy Central movement in
2014, there were few people among
Hong Kong’s business community
who expressed their support for the
government. China Daily recently
published an English article criticiz-
ing Li Ka-shing as being ambiguous
on hisstance. Others such as LiZha-
0ji, Guo Henian, Wu Guangzheng,
and other tycoons also remained
silent, not expressing their support
for the Hong Kong government or
the Hong Kong police’s handling of
protesters.

Beijing’s View of Hong Kong
Business Elites: Rent-Seeking,
Profit-Taking, but Unwilling
to Fulfill Political Obligations
Since China’s reform and opening
up, Hong Kong business tycoons
have indeed relied on the protec-
tion of the Chinese regime to seek
rent and monopolize most of Hong
Kong’s economic development
achievements. Studies suggest
that the two decades from 1978 to
1997 were critical to the economic
and commercial development of
Hong Kong. Besides the transfer of
sovereignty, there were several in-
tertwined changes, including de-
industrialization, British capital
flight, local commercial alliances,
emergence of hybrid businesses,
political restructuring, and the
redefinition of politics itself, trig-
gering a wave of restructuring.
The manufacturing sector was
quickly replaced by services,
which included banking, real es-
tate, tourism, and transportation.
This process has formed a num-
ber of large-scale enterprises and
business tycoons. A typical case
is the Yangtze River Holdings of
Li Ka-shing’s family, who owns
a large number of companies and
holding companies in different
industries and across more than
50 countries. The researchers be-
lieve that Li started in the plastics
manufacturing industry in the
1950s, with the consolidation of
his business empire beginning in
1979. When he bought Hutchison

Whampoa from the British, Li’s
commercial empire laid the foun-
dation for further expansion from
there. Since then, he has formed
a close political and business alli-
ance with Beijing and has received
support from Beijing.

The situation of other tycoons
were similar to that of Li. Due to
the close relationship between
these tycoons’ business holdings
and Beijing, the geo-economic
relationship between mainland
China and Hong Kong developed
rapidly. This integration encom-
passes Hong Kong capital enter-
ing the mainland, a large amount
of mainland investment entering
Hong Kong, and cross-border
commerce.

Local and mainland capital
formed a symbiotic relationship
and they have jointly developed a
large number of commercial proj-
ects and networks across China
and Hong Kong. At the time of
Hong Kong’s handover in 1997,
the top 10 Chinese business fami-
lies in Hong Kong (including the
Li Ka-shing family, the Lee Shau
Kee family, the Guo Desheng fam-
ily, the Wu Guangzheng family,
and the Cheng Yu-tung family)
had already controlled assets that
accounted for 45 percent of Hong
Kong’s stock market value. This
kind of wealth has granted the
families enormous influence over
Hong Kong politics. These people
have been in turn rewarded by
Beijing, receiving the honor of
participating in the National Peo-
ple’s Congress and the Standing
Committee of the Chinese People’s
Political Consultative Conference.

However, an advantage is often
accompanied by a disadvantage.

The Chinese capital entering
Hong Kong has changed Hong
Kong’s wealth distribution. In the
20 years since 1997, the prominent
position of Hong Kong’s local capi-
tal has gradually been overtaken
by mainland capital, especially
real estate-related capital from
Chinese SOEs.

By the end of 2016, half of the

20 listed companies with the
highest market capitalization
in Hong Kong were mainland-
based, including Tencent, China
Mobile, China Construction Bank,
CNOOC, Industrial and Commer-
cial Bank of China, CITIC Group,
BOC Hong Kong, Bank of China,
Ping An Insurance, and China
Overseas. Only four companies,
including Cheung Kong (Li Ka
Shing family), Sun Hung Kai Prop-
erties (Guo Bing Lian), Hang Seng
Bank, and the Hong Kong Stock
Exchange can be regarded as local
companies based in Hong Kong.

Hong Kong business elites’
reliance on the privileges
granted by the Chinese
regime to seek rent and
profit in both Hong Kong and
mainland China will come to
anend.

Compared with the top four local
companies in the market value of
Hong Kong’s stock market in 1997,
this shift has squeezed the Hong
Kong business community. It is
particularly worth mentioning
that after 1997, cross-sharehold-
ings between China and Hong
Kong companies have become
increasingly common, which has
led to a blurring of boundaries
between private companies and
SOEs, resulting in a new hybrid
business model. The operations of
this hybrid business is based on
different economic rationalities.
It does not only pursue the maxi-
mization of profits, but also ful-
fills political obligations and acts
as Beijing’s proxy in Hong Kong.

However, Beijing is ending the
government-business co-govern-
ment model earlier than planned.
This is due to two reasons. One is
that Hong Kong business elites
such as Li Ka-shing and others
have expressed sympathy toward
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Protesters wave U.S flags as they gather ahead of a pro-democracy march in
Hong Kong on Sept. 15, 2019.

the protesters in the anti-extradi-
tion law movement, which Beijing
considers as intolerable.

The CCP reasons that the existing
“government-business co-gover-
nance of Hong Kong” is the real
source of unrest in Hong Kong asiit
has created a large wealth dispar-
ity between the rich and the poor
and has served to intensify social
conflicts. And the CCP no longer
wants to be a scapegoat for the
Hong Kong tycoons. In addition,
Hong Kong’s flag carrier Cathay
Pacific reportedly supported its
employees’ participation in anti-
government protests, daring to do
so because of the company’s British
ownership base. Enraged, Beijing
plans to simply let the SOEs buy
the company, fire non-compliant
employees, and control firm policy.

Why Was Li Ka-shing
Criticized by the People’s Daily?
The Chinese regime believes Li, who
relies on Beijing’s political blessing
to maintain a business empire, has
acted against the party and its re-
gime in at least three instances.
First, since 2011, Li hasn’t ac-
quired any land in mainland
China, but has quietly divested
from the mainland and continu-
ously sold off his Chinese assets.
After 2012, Li has not purchased
any Hong Kong land either. The
scale of divestment is estimated to
be 100 billion HKD ($12.8 billion).
At that time, Chinese public
opinion expressed dissatisfaction
in Li’s divestments. Among Hong
Kong businessmen, Li was clos-
est to the Beijing power base. As
the most prominent elite in Hong
Kong’s business community, Li
has met with successive leaders
of the CCP. Since Deng Xiaoping
met Li twice in 1978 and 1990, Li
was given “blessing” of the high-
est degree from the CCP. Since
then, Li has operated unimpeded
in Hong Kong and the mainland,
and his privilege exceeded that of
any mainland princeling. The Sina.
com column “Don’t Let Li Ka-shing
Run Away” states, “In view of the

nature of Li Ka-shing’s acquisition
of wealth in China in the last two
decades, it seems that it is not just
as simple as business... The wealth
of real estate is not entirely gained
from a true market economy. [ am
afraid it is not appropriate for him
to leave as he wishes.”

Another column, entitled “What
Requirements Did the Central
Leaders Put on Li Ka-shing?”
states that the Li family’s wealth
was created by the CCP’s policies
and special treatments, so it should
have stayed “with the country.”
Now when economic difficulties
have begun to appear in China,
Li’s family decides to move abroad
with their wealth.

Second, during the Hong Kong
Occupy Central movement in 2014,
Li refused to support Beijing and
the Hong Kong government.

Third, since this year’s anti-ex-
tradition law movement, Li has
spoken out three times, but never
expressed explicit support for the
Hong Kong government. He first
published the “Huangtai picking
melon” advertisement, alluding
that the Chinese regime is too
harsh on Hong Kong. Then Lisaid,
“I'hope that the young people will
understand the overall situation,
and the ruling party can open up
one corner of the net for the futures
of our society.”

With these seemingly defiant acts,
Li has become a target of the CCP
media. They used harsh language
to humiliate him and implied that
Liisahypocrite. 'm afraid that this
is only the tip of the iceberg. Hong
Kong’s wealthy business elites will
soon feel the chill of fear from the
bottoms of their hearts.

In summary, since the occur-
rence of Hong Kong’s Occupy Cen-
tral movement in 2014, Beijing has
planned to use the “boiling frog in
warm water” method to carry out
its “second return” plan.

Views expressed in this article are
the opinions of the author and do
not necessarily reflect the views of
The Epoch Times.

OPINION

China’s Crackdown on
Think Tank Ilustrates
Importance of Hong
Kong Protests

BENJAMIN POWELL

s protests in Hong
Kong continue,
Chinese govern-
ment actions on the
mainland continue
to illustrate why the protest-
ers must prevent any further
encroachments on their au-
tonomy.

After years of harassment,
the communist government
has finally shut down the
Unirule Institute of Econom-
ics, one of the few independent
think tanks in Beijing. Found-
ed in 1993 to promote economic
liberalization in China, Unir-
ule promoted—among many
issues—the strengthening of
private property rights, the
rule of law, and the shrinking
of the importance of state-
owned enterprises in China’s
economy.

Unirule employed prominent
Chinese scholars and became a
respected source of policymak-
ing advice.

That advice, while often
pushing for more radical lib-
eralization than Communist
Party officials were comfort-
able with, generally coincided
with government reforms.
China’s economic freedom
score improved 53 percent,
from 4.09 to 6.26 (out of 10),
between 1990 and 2010.

However, economic liberal-
ization has stalled since Chi-
nese leader Xi Jinping came to
power in 2012, and the Chinese
government cracked down
on Unirule for its continued
advocacy of economic reforms.
[ visited Unirule’s offices in
Beijing two years ago and wit-
nessed the crackdown while
researching a book, “Socialism
Sucks: Two Economists Drink
Their Way Through the Unfree
World.”

My co-author, Robert Law-
son, and I both spoke at a
Unirule conference attended
by Chinese academics on the
ideas of noted free-market
economists Ludwig von Mises
and Friedrich Hayek, and the
anti-communist philosopher-
novelist Ayn Rand. Our
conference session was much
like hundreds of others we’ve
attended.

But the next day, the govern-
ment cracked down. Agents
chained the doors to Unirule’s
offices and prohibited people
from entering, while police
went to the home of Unirule
founder, 88-year-old Mao
Yushi, and prevented him from
leaving. Unirule would endure
worse harassment over the
next two years, as government
censors shut down its social
media and web pages and

The Chinese
regime’s
treatment

of Unirule is
animportant
warning of
what’s at
stake for the
protestersin
Hong Kong.
Economic, civil,
and political
freedoms
usually go
together.

Demonstrators
hold up their hands
to symbolize the
five demands that
protesters are
asking for, as they
take partina pro-
democracy rally in
Hong Kong’s Tuen
Mun district on
Sept.21,2019.

forced it to vacate two different
offices in Beijing.

The Chinese regime recently
completed its crackdown,
and Beijing authorities have
ordered Unirule to close per-
manently. Executive Director
Sheng Hong has now dismissed
most of his staff, saying, “We
have no choice but to shut
down.”

The Chinese regime’s treat-
ment of Unirule is an impor-
tant warning of what’s at stake
for the protesters in Hong
Kong. Economic, civil, and
political freedoms usually go
together. Hong Kong has long
been a beacon of economic
freedom, ranking as the freest
economy in the world every
year since 1970, when rankings
began.

While, under British rule,
Hong Kong didn’t have full
democratic freedoms to elect
all its leaders, it did protect
other political rights and re-
lated civil liberties. The Chinese
government has started to
erode those rights and liberties
in recent years.

Freedom House, which
publishes an annual report
measuring political and civil
freedoms around the world,
notes that Hong Kong’s “free-
doms and autonomy have come
under threat in recent years
due to growing political and
economic pressure from the
mainland.”

The protests in Hong Kong
were sparked by an extradition
bill that would have allowed peo-
ple in Hong Kong to be sent to the
mainland for trial, enabling the
Chinese regime to crack down
on dissent, in a way that’s similar
to what it has done to Unirule in
Beijing. That bill has finally been
fully withdrawn, as protesters
have demanded.

That’s an important step in
the right direction, because
the future of Hong Kong hangs
in the balance. Hong Kong’s
economic freedoms created
its economic prosperity; if the
protesters don’t preserve their
civil and political freedoms,
their economic freedoms and
prosperity could go next.

Benjamin Powell is a senior
fellow at the Independent
Institute, director of the Free
Market Institute, a professor
of economics at Texas Tech
University, and co-author

of the new book “Socialism
Sucks: Two Economists Drink
Their Way Through the Unfree
World.”

Views expressed in this article
are the opinions of the author
and do not necessarily reflect
the views of The Epoch Times.

PHILIP FONG/AFP/GETTY IMAGES



4 | CHINA INSIDER

Week 39,2019 THE FPOCH TIMES

OPINION

What Can We See From the Sudden
Escalation of the Sino-US Trade War?

CHENG XIAONONG

The back-and-forth tussle between the
United States and China in the Sino-
U.S. trade war has taken a new turn,
with Beijing’s sudden offensive aimed
at the American economy and causing
a political fiasco for Trump that could
affect next year’s U.S. presidential
elections. For the first time in history,
aworld economic power has taken the
method of attacking the economy of
another world power in order to al-
ter the short-term domestic political
prospects of that country. There is no
longer any doubt that China and the
United States are not engaged in a
trade war, but in economic warfare.
And the goal is beyond the economic
scope, pointing directly at the position
at seat in the Oval office.

Targeting the American Economy
According to Duowei News, an over-
seas Chinese-language media with
ties to Beijing, the Chinese Ministry
of Finance announced Aug. 23 that
it would impose tariffs on $75 billion
worth of U.S. imports, to be imple-
mented starting Sept. 1 and Dec. 15
respectively, and would resume im-
port tariffson U.S. auto parts that had
been previously paused last Decem-
ber. Subsequently, starting in Septem-
ber, additional tariffs on U.S. soybeans
would reach 30 percent, tariffs on
seafood, fruit, and meat will rise to
35 percent; starting mid-December,
U.S. grain and vehicles will also incur
additional tariffs of 35 percent, which
is the first time that Beijing has gone
after American crude oil. A few hours
later, Trump announced on Twitter
that on Oct. 1, the United States would
raise the existing tariffs on $250 bil-
lion of Chinese goods from 25 to 30
percent. At the same time, effective
Sept. 1, tariffs on the other $300 billion
of Chinese imports would rise from 10
to 15 percent.

From the above reports from the
CCP’s mouthpieces, it’s clear that
this time it is Beijing that has taken
the initiative in adding tariffs on U.S.
goods, and it is Trump who is on the
defense. The CCP’s overseas media
also admitted that in this sequence,
Trump is counterattacking; in other
words, Beijing is the aggressor. How-
ever, some overseas media reversed
the chronological order of the events,
thus misleading the audience into
believing that the United States first
added tariffs, and that the CCP reacted
out of necessity. Therefore, it is crucial
that the facts are clarified, but more
importantly, since it is the Party that
made the first move, it is necessary to
analyze its motives and goals in depth.
Moreover, the CCP’s move has caused
areversalin Sino-U.S. relations of the
past decades, making an in-depth
analysis of the origin and background
of the event even more relevant.

In combating the United States, the
Chinese Communist Party (CCP) has
gone public with a strategy of “creat-
ing an enemy for itself”; on the strate-
gic scene, it has escalated to economic
confrontation.

A US Counterattack Is Precisely
What Beijing Wants
Beijing’s initiative to increase tariffs
seems to be a tactical response, but
its purpose is very clear. Since China
abandoned its sincerity in Sino-U.S.
negotiations, this tactic carries the
clear connotation of challenge. The
U.S. economy is now the main target.
After the Chinese side suddenly
overturned the negotiating table in
early May and threw away the agree-
ments it had made to 90 percent of
the U.S. demands, the United States
increased tariffs on China’s exports
to the United States to exert pres-
sure, while continuing to express its
willingness to continue negotiations.
Were the Chinese side willing to play
along and go through the motions
while stalling for time, its relation-
ship with Washington would not be
good, but neither would it be in its
current state of rapid deterioration.
However, Beijing no longer has that
kind of patience. It has now assumed
an offensive posture by suddenly tak-

President Donald
Trump speaks
during a trade
meeting with
China’s Vice
Premier Liu He (L)
at the White House
on April 4,2019.

Inalittle

more than a
year, Beijing’s
attitude in the
Sino-US trade
and intellectual
property
negotiations
has taken a
180-degree
turn.
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ing the initiative to impose tariffs on
American products.

In response to this sudden “offen-
sive” by Beijing, Trump’s across-the-
board tariff increase is an entirely
predictable measure. After Beijing
overturned the negotiation table in
May, the United States lost the space
for friendly consultation and settle-
ment of problems. Although Trump
is still arranging for communication
between the two parties, it’s been re-
duced to little more than a formality.
Now, Beijing has taken the initiative
to exert pressure on the United States
and completely prevent the export of
U.S. goods to China, which blocks any
possibility of the United States nar-
rowing its long-term trade deficit of
hundreds of billions of dollars with
China. The United States can no lon-
ger expect cooperative intent from
China in resolving the trade deficit
between the two sides nor on issues
such as intellectual property theft. The
only option Trump has left to reduce
the U.S. trade deficit with China is to
comprehensively and substantially
increase tariffs on Chinese goods.

Since then, the complete deteriora-
tion of U.S.-China economic and trade
relations has all but become a foregone
conclusion. In fact, this is also part of
Beijing’s plan. The Beijing-run Global
Times has stated that it is necessary to
fight a war of attrition with the United
States.

Duowei reported: “After the end of
the first exchange of blows, the market
is stained with blood. Besides skyrock-
eting gold prices, the U.S. stock index,
the offshore RMB exchange rate, crude
oil prices, and U.S. Treasury yields
have all fallen sharply. Although the
losses from the trade war for the two
sides have reached a new peak... the
possibility of a recession for the United
States is gradually emerging.” This is
China’s basic calculus in its current
economic war with the United States.

Why Has Beijing Adopted

a Lose-Lose Strategy?

In a little more than a year, Beijing’s
attitude in the Sino-US trade and in-
tellectual property negotiations has
taken a 180-degree turn. It has gone
from cooperative negotiation to tor-
pedoing discussions, and then from
passively responding to the pressure
of the United States’ gradual tariffin-

R

creases to actively increasing tariffs, to
which the United States has countered
with steep tariff increases.

Does Beijing’s motive for “pressing
home the victory” come from its real-
izing the “inevitability” of America’s
decline? Or is China instead trying to
make the best of a bad situation by en-
during short term pain for long term
gains, such as forcing Trump out of
office, that it hopes to reap by landing
a heavy blow upon the U.S. economy?

Beijing has chosen to go for a sce-
nario in which neither side can win.
Why? By now it is apparent that the
U.S. economy has remained prosper-
ous while the Chinese economy is in
a continuous downward spiral. Nor-
mal Sino-U.S. relations cannot drag
the U.S. economy into an abyss, and
China hardly has the means of “press-
ing home a victory.”

Does Beijing intend to stop before
things go too far? If the Chinese re-
gime wanted to save China’s economy,
the most sensible step would be to
put up a face of cooperation with the
United States, rather than taking such
a confrontational, lose-lose stance.
However, the Chinese are not doing
this; on the contrary, it has embarked
on the path of strategic confrontation
with the United States, and its plans
for economic war has the clear politi-
cal goal of interfering with the U.S.
presidential election. This strategy
has now come to the fore, and Beijing
has brought an end to the era of polite
Sino-U.S. relations.

Who Suffers Most in the

‘Lose-Lose’ Scenario?

Since Beijing has adopted this strategy,
what exactly does it want to achieve?
Beijing’s actions will undoubtedly
hurt the Chinese economy in the
short term. For example, cheap ag-
ricultural products from the United
States cannot be imported, so China
will have to look to other means to
get the necessary soybean and corn
imports. However, the price of soy-
beans exported from Brazil to China
has recently increased by 70 percent,
and within them include soybeans
imported to Brazil from the United
States. This has not only allowed Bra-
zil to take advantage and make easy
money, but also greatly increased the
prices of China’s vegetable oil and ani-
mal feed, exacerbating China’s rapidly

rising meat and food prices.

Many people both in China and
abroad previously thought that for
the sake of citizens’ livelihoods, the
Chinese authorities would not take
the “lose-lose” approach. Now it
turns out that the Chinese people’s
concerns about the deterioration of
Sino-US relations have not shaken
the determination of authorities to
do precisely that. The reason is just as
[ wrote in “Distinguishing True and
False in the Winning and Losing of
US-China Negotiations,” my July 20
article published in The Epoch Times:
“People who silently endure economic
pressure cannot change the policies
of the authorities. This is the source
of the CCP’s ‘resistance to economic
pressure’.”

How the American people will react
to the price hikes caused by the Unit-
ed States imposing tariffs on Chinese
imports, as well as US stock market
volatility and US corporate panic, re-
mains to be seen. The United States
will undoubtedly suffer some form of
short-term pains from the dramatic
restructuring of Sino-U.S. trade re-
lations.

Broadly speaking, people in democ-
racies usually have less of what the
Chinese call the “big picture, overall”
concept, as when their lives are af-
fected, they can express themselves
through the next presidential elec-
tion. Beijing dares to put both itself
and the United States through a period
of short-term pain precisely because
the “resistance to economic pressure”
that U.S. leaders can muster is weaker
than that of China’s authoritarians.
Beijing’s hope is to use economic war
to shake the hearts of the American
people and bring about change in the
White House.

The long term pains that China and
the United States face involve a great
number issues that I will explain in
my follow-up article “Why the Sino-
US Trade War Has Escalated Into an
Economic War: A Second Analysis of
the Reversal in Diplomatic Relations.”

The Strategic Shift

Knowing that U.S. politicians have
a relatively low tolerance for “short
term” pain, while the Chinese Com-
munist Party’s totalitarian system can
ignore it, Beijing has changed its strat-
egy from “delay and wait for change”
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to “create change by going on the of-
fensive.” While capable of shrugging
off short-term pain, the CCP’s main
dilemma is how to deal with the long
term pain caused by foreign firms and
investors leaving China. For this, it
has few options and no clear solution.

What is clear is that, if the CCP
were to continue the path of Trump’s
marginal tariff increases, its original
plan of “dragging things out” would
only become an irritating “long term
pain” that not only does little dam-
age to Trump, but might even con-
solidate his chances of re-election. But
by “creating change by going on the
offensive,” the CCP can bring about
a surge in short-term pain that can
impact the United States insofar as
it lands a blow on Trump’s economic
achievements and by extension sway
voter sentiment to Beijing’s benefit.

However, by choosing the “lose-
lose” route, Beijing has fully revealed
its enmity towards the United States,
and the empty talk of “China-U.S.
friendship” no longer works even as a
formality. Trump himself has already
begun to ask on Twitter whether or not
China is an enemy-—a status that the
CCPisresponsible for creating. Under
such circumstances, it remains to be
seen how American voters will react
to this series of events: Will their re-
sentment of Trump grow, or will the
president gain more support for his
China policy?

Dr. Cheng Xiaonong is a scholar

of China’s politics and economy
based in New Jersey. He is a gradu-
ate of Renmin University, where
he obtained his master’s degree in
economics, and Princeton Univer-
sity, where he obtained his doctor-
ate in sociology. In China, Cheng
was a policy researcher and aide
to the former Party leader Zhao
Ziyang, when Zhao was premier.
Cheng has been a visiting scholar
at the University of Gottingen and
Princeton, and he served as chief
editor of the journal Modern China
Studies. His commentary and col-
umns regularly appear in overseas
Chinese media.

Views expressed in this article are
the opinions of the author and do
not necessarily reflect the views of
The Epoch Times.

HONG KONG PROTESTS

Amnesty International
Accuses Hong Kong Police of

‘Brutal Beatings, Torture

EVAFU

mnesty Internation-

al has warned of an

“alarming pattern”

of violence used by

Hong Kong police

in their handling of the ongoing

pro-democracy protests, which

has included officers beating

protesters during arrests and

reportedly torturing detained
demonstrators.

In a Sept. 19 report based on 38
interviews with lawyers, medical
professionals, and arrested activ-
ists, Amnesty International’s East
Asia Director Nicholas Bequelin
said the rights group found that
“time and again, police officers
meted out violence prior to and
during arrests, even when the
individual had been restrained
or detained,” in breach of inter-
national human rights law.

“The evidence leaves little room
for doubt—in an apparent thirst for
retaliation, Hong Kong’s security
forces have engaged in a disturbing
pattern of reckless and unlawful
tactics against people during the
protests,” said Bequelin.

Protesters interviewed recount-
ed severe beatings by police, de-
layed access to medical care and
to legal counsel, and other forms
of abuse even when they showed
no resistance.

The rights group said that 18
out of the 21 arrested protesters
interviewed were admitted to
hospital for injuries or illnesses
relating to their arrest or deten-
tion, which included fractures
and head wounds.

One protester told Amnesty that
police hit him from behind with
batons while he was retreating
at a protest in Tsian Sha Tsui in
August.

“I was beaten to the ground.
Three of them got on me and
pressed my face hard to the
ground. A second later, they
kicked my face,” the protester
said, adding that he then felt a
sharp pain in his left chest and
had trouble breathing.

The man spent two days in the
hospital for a broken rib.

In another case, Amnesty said
the police continued to beat a
female protester after knocking
her to the ground and zip-tying
her hands.

The report also found that po-
lice meted out retaliatory violence

| was beaten to the
ground. Three of
them got on me and
pressed my face
hard to the ground.
A second later, they
kicked my face.

Protester

against detained protesters, some
of which amounted to torture.

One protester, who was de-
tained at a police station after
a protest in the New Territories
in August, said that officers beat
him severely and threatened to
break his hands after he refused
to answer a question.

“I felt my legs hit with some-
thing really hard. Then one
flipped me over and put his knees
on my chest,” the man said. “I
tried to shout but I couldn’t
breathe and couldn’t talk.”

An officer also forced his eye
open while pinning him to the
ground and shined a laser pen
into it, in apparent retaliation of
protesters’ use of laser pointers
during protests, he said. The man
later suffered a bone fracture and
internal bleeding.

Protesters have used laser pens
during protests as a tactic to blind
cameras and deter police.

The report also found injured
protesters had been held in de-
tention facilities for up to 10
hours without receiving medical
attention. A man said that police
zip-tied his hands to his back for
hours even though he was suf-
fering from multiple fractures.

“It was extremely painful,” he
said. “I told them I had broken
my arm, but they didn’t bother.”

The findings directly contra-
dicted the Hong Kong govern-
ment’s and police’s claims that
they have been showing “a high
level of restraint” while dispers-
ing protesters.

Demonstrators have consis-
tently called for an independent
probe into alleged police vio-
lence. The U.N. High Commis-
sioner for Human Rights previ-
ously condemned Hong Kong
police for violating international
norms in their use of force, caus-
ing “considerable risk of death or
serious injury.”

Bequelin similarly said that the
police use of force was “excessive,
violating international human
rights law.”

Echoing protesters, he called for
an independent investigation of
the police force.

“Given the pervasiveness of the
abuses we found, it is clear that
the Hong Kong Police Force is no
longer in a position to investigate
itself and remedy the widespread
unlawful suppression of protest-
ers,” said Bequelin.

LILLIAN SUWANRUMPHA/AFP/GETTY IMAGES
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Riot police detain a protester at Kowloon Bay in Hong Kong on Aug. 24, 2019.
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China’s Top Hospital Reveals
‘Health Project” Aimed at
Prolonging leaders’ Lives (o 150

OLIVIA LI

organs or staff.” of the least efficient governments in

the world.
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Medical treatment,

g= ! # - n China, the slogan “Serve the peo- ' Organ Regeneration or There is also an interesting anec-
:;! 54 ple” can be seen almost everywhere, educatlon \ and Organ Transplant? dote about former Chinese leader
= _ '1_ but any sensible citizen knows that housing are One prominent phrase in the ad is Mao Zedong.
the country’s system is actually de- “regeneration of organ function.” Sima Lu, an expert in Chinese
signed to serve the communist party commonly Exiled Chinese billionaire and Communist Party history, recalled
and by extension, its leaders. referred toas whistleblower Guo Wengui once a political study session he attended
In a video ad that went viral on ‘three oppressive revealed that many Chinese com- in Yan’an during the Sino—Japan
Sept. 15, Beijing’s 301 Hospital, touted R munist leaders indeed live very long | war. Despite that Yan’an was one of
that it is running a project dedicated mountains’in lives; but the secret of their longev- the most impoverished regions in
to maintaining Chinese leaders’ China, which ity lies in killing young people for China at the time, the CCP top lead-
health, and that the next stage is pro- their organs when a leader has an ers decided that Mao should eat one
; y means, they are : : .
longing their lives to 150 years. organ failure or experiences prob- chicken a day.
The ad was shown on WeChat, a the tOp three lems caused by organ aging. They During a political session, Chen
Facebook-like social media plat- burdens f0r also transfuse blood serum from Yun, a top leader and host of the

Paramilitary policemen patrol in front of the People’s Bank of China in Beijing on July 8, 2015.

ANALYSIS

China Prepares State-Controlled

FAN YU

News Analysis

A central bank digital

Digital Currency

A team of developers from the People’s
Bank of China’s Digital Currency Research
Lab has been feverishly working on the

fueled wild protests in Hong Kong. Enter-
prises and people don’t want their own gov-
ernments, much less foreign governments,

form. It soon sparked public outrage
and was blocked the next day.

Impressive Ad

The 301 Hospital is rated the number
one hospital in China and is where
top Chinese leaders often receive
medical care. The ad was intended
to promote the hospital, by bragging
about its advanced health project

for Chinese Communist Party (CCP)
leaders.

“With 60 years of development,
the health project for our leaders
has made tremendous progress,”
the ad says. “From preventative
medicine, medical care to recupera-
tion, this comprehensive project
focuses on prevention of cancer and
cardiovascular disease, anti-aging,
chronic disease management,
regeneration of organ function,

Chinese civilians.

young police officers to help keep
the transplanted organs in a healthy
state.

Guo further explained that former
Chinese leader Jiang Zemin’s son
Jiang Mianheng contracted cancer
several years ago, and has under-
gone several organ transplants to
prolong his life. That means, several
young people have been murdered
as involuntary organ donors.

It’s reported that transplanted
organs may last up to 10 years, but
some only function for two or three
years. If someone relies on organ
transplants to prolong his life, he
will have to undergo organ trans-
plantation several times.

Chinese Leaders’ Longevity
Phoenix News, a Hong Kong-based
pro-Beijing news group, revealed in

session, received a question slip
from a communist cadre who asked,
“Communists emphasize egalitari-
anism. So why is it that Chairman
Mao can have a whole chicken every
day when the rest of us are having a
miserable life?”

Chen, after reading the question
aloud, answered: “Yes, Chairman
Mao eats chicken every day. Actu-
ally, this is against Chairman Mao’s
will. He hopes to be treated the
same as everyone else. But think
about it, comrades, how impor-
tant Chairman Mao’s health is for
China’s revolutionary undertaking!
That’s why the central commit-
tee ordered Chairman Mao to eat
chicken, even though he doesn’t
want to. Each comrade has a task
in the revolution. Similarly, eating
chicken is a revolutionary task for

As much as Beijing heaves vitriol on cryp- currency affords CBDC, in a closed-door environment away  monitoring their expenditures,” Michael J. and healthy lifestyles. It is a unique a 2007 article that nutritional expert | Chairman Mao.”
tocurrencies—having banned all exchanges, several benefits for from the central bank’s Beijing headquar-  Casey, senior adviser at MIT’s Digital Cur- health regimen that combines tradi- Zeng Xuyuan, dedicated to serv- According to Sima Lu, Chen was
issuers, and miners—it has no qualms about . . ters, a person with knowledge of its devel-  rency Initiative, wrote in a recent column tional Chinese medicine principles ing Chinese leaders, once shared well respected among communist
introducing its own. the Chinese regime: opment recently told CoinDesk, an online  for CoinDesk. with Western medical technology.” some of the health tips that the cadres. After Chen provided such an
The People’s Bank of China has been se- It'sa digital currency cryptocurrency publication. The CBDC grants China even more control The ad claims that this health leaders strictly follow to maintain | explanation, no one questioned him.
cretly working on its own version of digital it can control. the The team was moved away from the cen-  over its people. And when it is used inter- regimen is the best in the world, good health: “They eat at least 25
currency for years, and reports indicate that ) tral bank headquarters to expedite itswork,  nationally, Beijing will have the ability to and supports this claim by telling different types of food every day. Medical Cost Is Civilians’ Burden
its state-controlled central bank digital cur- govemment can since Facebook announced the Libra project  control and track those users as well. Po- the audience that the average life For each type, their daily intake A previous Epoch Times report

rency (CBDC) could be released as early as
this year. Citing insiders, a Forbes report
gives a launch date of Nov. 11, which also
happens to be “Singles Day,” China’s biggest

track whereit’s
going, and it’s
a domestically

in June, the report said.

A major use case could be for mobile pay-
ments, a segment dominated by Tencent
and Alibaba. Forcing all mobile and inter-

tentially, the CCP reserves the ability to kick
out those who don’t abide by its rules from
the financial system altogether.

“And we’re seeing a semblance of this

expectancy of the CCP leaders is 88,
based on available data in 2008. This
is generally older than that of the
leaders of the Western developed

is just a small amount, the key is
that the diversity of food helps
them get a relatively complete
sets of nutrients.”

quoted a top executive at a Chinese
biotech company as saying that
most terminally ill patients in China
exhaust 60 percent of their life sav-

online shopping day of the year. deve|0ped techn0|ogy net transactions to move over to the CBDC  starting in China with sesame credit, where countries. To be able to eat such a diverse ings within a month.

In essence, Beijing has thrown down the that doesn’t re|y on could grant Beijing authorities more control ~ people are being blocked from buying flights The very end of the ad revealed spectrum of food, these leaders rou- Medical treatment, education, and
gauntlet in its bid to end the U.S. dollar he- . s and also decrease the risk of loss, in case  orinsurance or anything else because may- that a project called “981 Health tinely consume a variety of snacks housing are commonly referred to
gemony in global payments, and that poses forelgn entities. a private company such as Alibaba is shut  be they have said something that is not in Project for Leaders” was launched in between meals. as “three oppressive mountains” in

a huge threat to the financial security and
privacy of users.

Chinese state-owned newspaper Global
Times said earlier this month that com-
panies within the Shenzhen Special Eco-
nomic Zone have been leading research to
support the development and distribution
of the CBDC.

The central bank recently appointed Mu
Changchun, deputy director of its payments
and settlement group, to lead its digital cur-
rency department.

While China’s CBDCis a digital currency,
it will behave vastly different than bitcoin.
Unlike most cryptocurrencies, transacting
in the CBDC won’t give users any degree of
anonymity, and its value will be pegged to
one yuan.

The CBDC also doesn’t completely rely on
blockchain technology. It has a two-tier
structure, with a central bank layer and
a separate commercial bank layer, pre-
sumably in order to deal with the volume
and size of transactions used in such ap-
plications.

First Major Central Bank

Digital Currency

Beijing’s plans to distribute its digital cur-
rency marks the first major CBDC to be in-
troduced in the world. (Venezuela rolled out
the world’s first national cryptocurrency
with its petro currency.) Initially, CBDC will
be distributed through at least seven orga-
nizations, including internet firms Alibaba
and Tencent, credit card issuer China Union-
Pay, and several large commercial banks,
the Forbes report said.

The closest comparison to China’s CBDCis
Libra, the cryptocurrency recently proposed
by Facebook Inc. Libra’s goal is to facilitate
global payments without the need for bank
intermediaries. But unlike China’s CBDC,
Libra utilizes one blockchain and is pegged
to a basket of several global currencies.

Libra’sannouncement earlier this summer
unnerved governments and central banks
around the world, forcing Congressional

down or goes out of business.

Exerting More Control

China haslongargued that cryptocurrencies
create chaos and disorder. Cryptocurrencies’
key benefits are hugely negative for the Chi-
nese Communist Party (CCP); they cannot
be centrally controlled and users must sell
fiat currency (e.g., the yuan) to purchase
digital currencies.

China’s CBDC affords several benefits for
the CCPregime. It’s a digital currency it can
control, the government can track where it’s
going, and it’s a domestically developed tech-
nology that doesn’t rely on foreign entities.

According to Beijing News, China has po-
sitioned its CBDC as a substitute—for now—
for “narrow money” or MO money supply,
meaning the amount of physical cash in
circulation.

Beijing argues that M1 and M2 supply,
which encompass deposit, savings, and
money market accounts, are less liquid
and therefore already digitized and can be
tracked easily by the government. MO (cash),
on the other hand, is largely anonymous, its
movement can’t be as easily tracked, and can
be used for money laundering.

While using that definition, mobile pay-
ments are already digitized. Consumers
must deposit cash into accounts held by
Alibaba or Tencent to transact using Alipay
or WeChat, which means that the initial
transfer is recorded. However, payments
made with Alipay or WeChat—since they
aren’t technically state-owned or -regulated
asbanks—aren’t as easily tracked by the cen-
tral government.

And given the convenience factor of mobile
payments, consumers aren’t incentivized to
convert back into bank deposits. This means
that as mobile payment usage increases, the
harder it is for Beijing to track where cash is
going and integrate such activities into the
rest of the banking sector.

With all of the conveniences of mobile
cash, the CBDC solves that issue.

“One problem is that CBDCs will raise fears

agreement with the central government or
even one of their friends have said some-
thing,” Arthur Hayes, CEO of cryptocurren-
cy exchange BitMEX, said at the CoinDesk
Consensus Conference in June.

A Moonshot for Yuan
Internationalization

“A purely peer-to-peer version of electronic
cash would allow online payments to be sent
directly from one party to another without
going through a financial institution,” wrote
Satoshi Nakatomo in the original Bitcoin
white paper.

That’s an important statement, because
financial institutions are regulated by gov-
ernments. And international transactions
across currencies are often routed through
more than one financial institution.

China is expanding its influence across
the globe. With its “One Belt, One Road”
initiative, China could mandate that pay-
ments and transactions be made using
digital yuan. It would be a first step in
forcing the greater adoption of yuan in-
ternationally.

Beijing has already alluded to this plan.
“In the promotion of the internationaliza-
tion of the renminbi, we will try first and
explore innovative cross-border financial
supervision,” a report by state broadcaster
CCTV said on Aug. 18.

The United States and its Western allies are
falling behind in this effort. China’s digital
currency development could soon allow Bei-
jing to circumvent established Western rules
through direct settlements, Jeremy Allaire,
CEO of payments company Circle, said on
a recent “Global Coin Research” podcast.

“A digital currency version of renminbi
that runs on software platforms that can
be run over the internet, it really creates an
opportunity for China and Chinese com-
panies ... and bypass the western banking
system,” Allaire said.

Central banks in the United States and
across Europe have so far resisted theidea of a
“digital dollar,” but inaction could spell doom

2005, aimed at extending Chinese
leaders’ lives to 150.

According to Radio Free Asia, the
ad was blocked the next day for “in-
appropriate use of the image of state
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Many Chinese netizens expressed
their anger when this article came
out, saying that the Chinese leaders
must be eating all the time, no won-
der the Chinese government is one

e |

G-

U
1 __:I[ L i Tl il | ' ,
W TN )

)

AR |

| !ﬂl[ﬂ.ll‘lﬂ!l.l!.i_; 0 l

China, which means, they are the top
three burdens for Chinese civilians.

Conversely, high-ranking Chinese
officials enjoy free health care, even
after they retire.
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The 301
military
hospital

in Beiii
hearings in the United States and fierce de- of state surveillance, especially from China,  if China is successful in convincing its allies |0nn JeLH 'yné
bate in Europe. whose encroachment on civil freedoms has  to bypass established global financial order. 2011.
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