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Preface

The Economic Development of the Chinese Dragon in the last 30 years (since 1980) is the fastest in human history.  It is now the second largest economy behind USA.  The prediction is that it will be the largest economy in the world before 2030.  Academics, Economists, Philosophers, Social Scientists and Leaders of Developing Nations all want to know the secret.  What lessons can be learned?  Can such a Miracle be repeated?
The Leaders in China prided themselves in adopting the policy of “feeling the stones to cross the river.”  The essence can be summarized in the following:
1. Modern Wealth is the quality and quantity of Meaningful Economic Activities.

2. A Country must increase its money supply or currency for its citizens to become wealthy.  The rate of increase must be in step with the rate of increase in Meaningful Economic Activities.

3. The increase in money supply can be via printing of additional money or via Banks lending out more than deposits.

4. Money can also be decreased via forgiveness of debts.  In an economic war, one must not punish one’s troops too harshly when they make a wrong move.
5. In an economic war, a coordinated effort with direction from the top (State Capitalism) is likely to win against a herd of soldiers with greed or individual glory in mind.

6. Country X can give some of its currency to Country Y so that Country Y can increase the Meaningful Economic Activates in Country X and vice versa.
7. Meaningful Economic Activities may vary with time and development.  They normally include improving food, clothing, housing, transportation, entertainment, and education etc. for the Citizens.
8. Nowadays, Meaningful Economic Activities may include access to Internet; building infrastructures; owning a mobile phone etc.

9. The existing financial rules are win-lose rules favoring the wealthy.  China will introduce win-win rules.  Every individual in the World may prosper in peace.
This book will be shared with all on-line.  There will be no copyrights.  All or any of the ideas or statements can be copied and improved.  The goal is to benefit all.  The author believes such is a Meaningful Economic Activity.  One World, One Dream.

Some early comments include:

Comment 1:

Your main point is to increase the money supply in step with the increase of Meaningful Economic Activities. The increase in money supply will make Citizens wealthy. Meaningful Economic Activities will improve their standards of living.

Creators of money (Governments and Banks) should help the Citizens to increase their individual Meaningful Economic Activities. Forgive their debts if they really tried hard. Treat them as troops in the Global Economic War.
Comment 2:

The average person thinks that money should be earned. Some may earn it the hard way via physical labor. Some may earn it via the professions such as Doctors, Lawyers and accountants. Some may earn it via Businesses. Some may be lucky to win it in the lottery etc.

Your book says that money is created from thin-air by Governments and Banks. Anyone with ideas of Meaningful Economic Activity in China can get support and get a portion of the thin-air money. 

Is this the real secret of the Chinese Dragon? If so, getting rich is within the grasp of every Nation and every individual. Can it be this simple?
Comment 3:

You are destroying the superiority of USA and the West – Capitalism or Money. Nations do not need to borrow. People at IMF and World Bank will hate you.
Comment 4:

Your Book is of interest to some Chinese Communist Party Leaders and Think Tanks. I think that you should add more praises when appropriate. 


Compliments work better than criticism.
Comment 5:

Should China be contend with its position as "Factory of the World"? Accept the pollution, degrading of the environment, blue collar work etc as necessary evils. The rest of the World do not have to repeat the same suffering.

Chinese Citizens will enjoy high standards of living and respect around the World. Is this a good Global View?
Comment 6:

Please use existing Developing Country such as Philippines and Ethiopia to see how they can apply the secret of the Chinese Dragon?

The Rise of the Chinese Dragon
The nominal GDP number for China at the end of 2012 was USD8,358,400 million according to United Nations.  This is second to USA with GDP equal to USD16,244,500 million.  This makes China the second largest economy in the World.  The nominal GDP per capita, however, is much lower.  USA was rated 14th at USD51,263.  China was rated 92th at USD6,070.[1]
However, the GDP growth of China since 1980 was close to 10% continuously for over 30 years.  The projection for 2014 was a strong 7.5%.  With such a rate of growth, China would overtake USA as the largest economy in the World within a few decades.[2]
China has 1.3 billion Citizens as of the end of 2012.  At least 300 million can be considered as out of poverty. The number of millionaires exceeded one million.[3]   These millionaires held US$5.2 trillion which represented 27% of the country's wealth.  Such numbers could not be imagined in 1978 when Deng started the “open door and let some get rich first” policy.

How can this be possible?  What is the secret of the Chinese Dragon?  What Lessons can be learned by all?  Can the Chinese Economy continue to thrift and overtake that of USA?  How is its model of “feeling the stones to cross the river” different from the known methods of the West?
Some said that the Nineteenth Century was the British Century; the twenty Century was the USA Century; the twenty-first Century will be the China Century. [4]
In the Nineteenth Century, the British way was to conquer, enslave, sell opium and bestowed suffering on its defeated nations.  That sowed the seeds of long term hatred.

In the Twenty Century, the USA way was to forgive the defeated nations.  Help them to rebuild their economies via loans and trade. Enemies became allies.

In the Twenty-first Century, will China be the Dominating Power?  How will it change the World?  Will it bully other Nations?  Or will it bring prosperity to all Nations and guide all Developing Nations to Developed Nations?
One argument in favor of China becoming the Dominating Power in the Twenty-first Century is that – China has the largest population.  The Citizens are willing to learn and accept low pay.  China, as a Country, accepts pollution as the price to pay to becoming the Factory of the World.  China does not follow the path defined by USA – market economy, democracy and “he who has the gold sets the rules”.  China is on the path to having the standard of its Citizens rise to the comfort level.  With four times the population of USA, even if the GDP per capita of China were half that of USA, the absolute GDP of China will be twice that of USA.  This is entirely possible.  Barring any disaster, the absolute GDP of China will exceed that of USA within two decades.
How will China, as the Dominating Power, change the World?  My prediction is that China will share its secrets with the World.  China will actively help other Developing Nations to follow its path of success.  Some Economists argued that the three essential elements for development were capital, labor and productivity.  China demonstrated that capital could be acquired via printing, loaning and forgiving.  Labor was plentiful as the farmers seek jobs in Cities.  Productivity was a matter of learning, copying and allowing the “teachers or joint venture partners” to make money.  For example, the labor cost of making a Nike shoe is 4%.  China was willing to earn that 4% as the Factory.    Foreign Company owners were driven by the money motive to outsource to China.[5]
There will be no large disparity of knowledge as the Internet is now available.  There will be no lack of capital as Nations learn to increase their money supply in step with the increase in meaningful economic activities.  There will be no blatant exploitation as there will be competing Powers.  The World will be closer to One World, One Dream.
In this book, I shall present my understanding of the secrets of the Chinese Dragon.  I shall point out the many lessons that can be learned by all.  I do not claim to know it all.  I do not even claim that all the statements are correct or well-researched.  They are presented in the book because I do not want to carry them to my grave.
2.0 History of the Dragon before the 20th Century
China, the Dragon, is one of the oldest Civilizations of the World.  The written history of China can be traced to the Shang Dynasty (1700-1046 BC).  The political system was top down with the Emperor at the top. There were alternating periods of political unity and disunity, with China occasionally dominated by steppe peoples, most of whom were in turn assimilated into the Han Chinese population.[6]
China's last dynasty was Qing, which was replaced by the Republic of China in 1912, and then in the mainland by the People's Republic of China in 1949.
The dynasty concept was that the Emperor was Son of Heaven.  His words were final.  He had ministers to help him run the vast Empire.  The absolute power was passed from father to son – until the dynasty was overthrown by a new dynasty.  The Royal Family and that of the Senior Ministers made up the Ruling Class.  The way for the average Citizens to break into this Ruling Class was via Imperial Examinations.  Thus those who could read and write were held in high honor.  Literature and poetry were regarded as knowledge.  Technology and Science were under explored.
In the 19th Century, the Qing Emperors proved no match in the wars with the Western Imperial Powers. The defeat by the British in the First Opium War (1840) led to the Treaty of Nanking (1842), under which Hong Kong was ceded and opium import was legitimized. (Such a win-lose rule cannot be imagined today.)  Subsequent military defeats and unequal treaties with other imperial powers followed.  The underlying hatred and distrust of the Imperial West started.
The Qing dynasty was overthrown in 1912.  The leader, Dr. Sun Yat-sen advocated a republic.  The era of Imperial Dynasty came to an end.  The hatred, distrust and anger towards the win-lose rules gave rise to nationalism and patriotism.  The Chinese elite started to realize the importance of science and technology.  
The dominance of the British Empire was challenged by other Imperial Powers such as Germany and Japan in the First and Second World Wars.  In 1937, Japan took on the Imperialism ambition and invaded China.  China suffered.  Communist ideas started to take hold.  After the Japanese surrendered as a result of the Atomic Bomb in 1945, the Chinese Civil War broke out.  The two camps were the Chinese Communist Party under Mao Ze-dong and the Nationalist Party (or Kuomintang KMT) under Chiang Kai-shek.  The Nationalist Party was defeated and fled to Taiwan.  The Chinese Communist Party declared victory and established the People’s Republic of China in 1949.

KMT in Taiwan actually developed faster starting in the 1960s and became one of the East Asian Tigers. (Other Tigers are South Korea, Singapore and Hong Kong.)  The common characteristics of the East Asian Tigers are:

· Focused on exports to richer industrialized nations
· Trade surplus with aforementioned countries
· Low wages and High savings 
The Chinese Communist Party, on the other hand, moved along a very torturous road.  It used much resource in fighting the Korean and Vietnam Wars.  It had the infamous Cultural Revolution.  It finally found the path led by Deng – open up to the World and let some get rich first.  There was rapid economic growth but there were also corruption, pollution and social injustice.  These problems need to be solved.
The Chinese Communist Party had to “transform” itself many times since 1949.  The slogans, the policies and the leaders changed.  But it stuck to the principle of doing its best for the People.  It provided the stability for the many 5 year plans to succeed.  China would not be in such as a strong position today if there had been radical changes in Government.  China might even have disintegrated like USSR.
Secrets of the Dragon revealed at this stage:

(a) The long history of civilization gives the confidence that setbacks are only temporary.  China can and will catch up.
(b) Education and knowledge are valued much more than wealth.  There is the saying that material wealth will not last for more than three generations
Lessons Learned at this stage:
(a) The Imperialists and Foreigners are not to be trusted.  They are greedy and care only about their own interests.  The English, the Americans, the Japanese and the Russians are all the same.
(b) The Emperors are not Sons of Heaven.  They are not the Gods.  They do not have God-given rights to rule over the Citizens.
(c)  The Leaders usually come to power via Guns and Cannons.  They use military might to overpower the Citizens.  The imperial, Colonial Powers are the same.
(d) When a Nation is backward and weak, others will take advantage.  The Citizens will suffer.
(e)  Strong Nations can cheat, sell opium and get away with it.  When they make win-lose rules, they can impose injustice.  The financial rules are examples.  They caused the Asian Financial Crisis and much suffering.  More on that later.
(f)  Do not trust the Rules or Ideals from others.  They are made to suit them.  It is like shoes.  One must not just take shoes from another person and hope that it will fit.
3.0 The Mao Era and the Cultural Revolution
Communism was supposed to be a State Planned Economy.  In the 1950s, technology such as computers and spreadsheets were not available in China.  The so called planning had no scientific basis.  The words of Leaders were the plans and the Gospel!  An example was population Planning.  Initially the policy was to encourage large families to “repopulate” China after the War.  That actually caused more poverty.  That policy had to be changed to the “one-child” policy later on.

In the 1950s, China relied on USSR to supply the technology.  Chinese students were encouraged to learn Russian.  In politics, there are no forever friends or enemies.  When the relationship soured between China and Russia, China was left alone to do the modernization.

The Chinese Leaders were not scientists.  They advocated dense cultivation methods and the commune system.  Farmers were organized into communes.  Food would be provided by the State at the communes.  Iron production with ores from nails, pots and pans was encouraged at all villages.  Such iron products were of extremely inferior quality and many resources were wasted.  
Irrigation was important and the Leadership encouraged “local methods”.  Many dams were built without the scientific calculations and essential materials.  Many of these dams did not have turbines to take advantage of the hydroelectricity.  The concept of self-reliance was carried too far.  Many of these dams had to be destroyed later.  
Agricultural and industrial productivity suffered.  Many Communist Party Members realized the mistakes and criticized.  The Communes could not grow enough food for the Country.  Starvation occurred.  Unfortunately, the blame was put on the bad capitalist elements and the infamous Cultural Revolution was started.[7]  Many Communist Party Members were sent to the villages to be re-educated.  China entered a dark economic era.
On the other hand, the East Asia Tigers found the secret of progress – use their cheap labor to produce goods for export.  They learned the know-how and technology.  In the 1950-1970s, the economy of the East Asian Tigers surged ahead while the China Dragon stagnated.

Secrets of the Dragon Revealed at this stage:

(a)  The Leaders are only human.  They can be ignorant and make mistakes.  Following them blindly such as in the Cultural Revolution did much harm to China.

(b) Chinese citizens are willing to endure hardships and take advantage of opportunities to pull themselves up.

(c) Their spirits will not be broken.  The inner fire to show that they are the best will not be extinguished.  

Lessons learned at this stage:

(a)  Leadership can be wrong.  The Emperors and their Ministers were wrong.  Chairman Mao and the Communist Party were wrong. But when they reformed and changed their policies, China would still move forward.
(b) The idea that all men are created equal and have the right to seek better life was accepted.  One does not need to be a farmer if one’s father is a farmer.  
(c)  Learning from the farmer during the Cultural Revolution was similar to asking the University Professor to learn from a Primary School Student.  It was bad logic and senseless Communist dogma.
(d)  If equality means everybody becoming poor, it is not worth anything.  Honesty and Integrity of the Leaders mean nothing if they cannot raise the standard of living of the Citizens.

(e) Paying the same wage (36 dollars) for all work or no work means low productivity and everyone becomes lazy and poor.

(f)  The East Asian Tiger Chinese (Taiwan, Singapore and Hong Kong) may have been exploited (according to communist propaganda) but their standards of living kept improving.  Political ideals will not generate prosperity for the Citizens.  Meaningful Economic Activities will.
4.0 The Deng Era and the Awakening of the Dragon
The Cultural Revolution madness could not go on forever.  It died together with the death of Mao.  Deng XiaoPing took over and redirected the Communist Party.  His famous sayings and achievements include:[8]
(1)  It does not matter whether the cat is white of black.  If it catches mice, it is a good cat.

(2)  Feel the Stones to Cross the River.  Create Socialism with Chinese Characteristics.

(3)  Open Door Policy.  Learn from the West.  Let some get rich first.

(4)  Stop the Ideological dogma and political infighting.  Let some of the families of the Communist Leaders go into business and experience capitalism.  They were some of the first ones to get rich.  That removed all possible obstacles to reform. 

(5)  That policy started China on a fast economic development path for over 30 years – making China the second largest economy in the World.
(6) Establish the Special Economic Zones such as Shenzhen.  Shenzhen developed from a rural land to a first tier city with 10 million Citizens enjoying the highest income in China by 2013.
The Dragon finally woke up.  It first looked to Hong Kong to find the secret of progress.  It encouraged Hong Kong factory owners to open factories in China to take advantage of the cheap labor.  It learned to set up assembly lines.  It learned how money can motivate workers and owners.  It learned to export.  It learned how to attract foreign investment.
The most important thing it learned was the concept of Modern Wealth.  Modern Wealth is the quality and quantity of Meaningful Economic Activities.  Money is not a bad thing.  A Country must increase its money supply for its Citizens to become wealthy.  However, the increase must match the rate of increase of Meaningful Economic Activities.

The best example is the construction of a new road costing 10 billion dollars.  One way is to borrow money from the World Bank or other Western Banks.  The other way is to print the money for such infrastructure projects.  The important part is to learn, master and improve the technology.  Let the “teacher” get rich or get more benefits.  The benefits can be in terms of privileged living; much higher percentage of profits etc.  Foreign investment poured in.  Joint Ventures were set up.  Hong Kong became the number one investor.
China never relied on borrowing to fund its infrastructure projects.  It understood the mechanism of increasing money supply to match the increase in Meaningful Economic Activities.  

China also sowed the seeds of corruption when it encouraged the sons and daughters of the Senior Officials to enter into business.  Loans and projects could be approved via relationships.  Making money was easy if one had the right relationships.  The Taiwan and Hong Kong businessmen deliberately sought and developed such relationships.  This method of “making the Officials and their families rich first” was a way to quickly change communist dogma.  It worked.  China became “state capitalism or socialism with Chinese characteristics”.    Even a top USA Investment Bank, JPMorgan, hired the daughter of the former Chinese Premier, Wen Jiabao, as a “consultant”.[10]
With money as the motivator, the Chinese economy surged ahead.  Project approval happened within weeks.  Many Officials became effective Business Partners.  The Chinese Banks knew that they could loan out more money than they receive in deposits.  The Bankers understood that they were creating money from thin air.[9]  They were instructed to help the Chinese entrepreneurs (including sons or daughters of the Senior Officials and themselves) to succeed whenever possible.  The Bankers did not have to answer to any investors or shareholders.  They just need to keep the Senior Officials happy.  They were happy to forgive or write-off bad loans whenever instructed.  Thus China was never short of Capital in its economic development.

The Chinese Banks became extremely profitable.  They loaned out thin-air money and received back both capital and interests.  They supported the many Meaningful Economic Activities.  The Chinese Economy boomed.  Bad loans were forgiven or written off.  The successful loans made the Banks extremely profitable.  The Banks were not just lenders of money.  They, together with the Government Officials, were Business Partners to the borrowers.  This powerful combination was responsible for many success stories.  The Banks now rival the largest Banks in the World.

Secrets of the Dragon Revealed at this stage:

(a)  Money can motivate.  The old Chinese saying that “money can get the Devil to turn the mill stone” gained strength again.
(b) The increase in Meaningful Economic Activities can be stimulated by the increase in Money Supply.   Government controlled Chinese Banks do this “stimulation” very effectively. 

(c)  There was no need to borrow money from outside China.  The money could be supplied from within.  Closing the Banking Sector to foreigners was a good strategic move.   China learned from the sufferings of Countries such as Mexico and Brazil in the 1980s.[11]  This distrust turned out to be a blessing when the Asian Financial Crisis occurred.  
(d) Borrowing only from within China is likely to be one of the strongest strategic weapons in the Economic War.
(e) Establish Special Economic Zones so that special policies can be tried out.

Lessons Learned at this stage:

(a)  Ideology is not important to the average Citizen.  They are interested in improving their standards of living.  They will always compare their living standards with their neighbors.

(b) When they see that their neighbors get rich, they will copy their ways.  There is no need for political propaganda.

(c)  Do not borrow from the “foreign devils”.  Borrow from the Chinese Banks.  Money can be created from thin-air.  It can disappear back into thin-air. Debts can be forgiven.  This forgiveness was especially true in the early days when the sons and daughters of the Senior Officials entered into Business.  They got loans from Banks on many ventures.  The failed ones were forgiven as “lessons”.  Chinese Banks would forgive debts.  The “foreign devil banks” would not.  

(d) China must master the skills in managing thin-air money.  That includes creation from Central Bank and loaning out from other Banks.  Equally important is the forgiveness of debts so as not to hurt the “economic war troops”.  These troops include many regional governments and commercial enterprises.

(e)  The Chinese Communist Party Officials mastered the art of money in no time (with their children entering business).  They learned to increase Meaningful Economic Activities.
(f) The Chinese Communist Party used the Special Economic Zones to let foreign investors make money.  These foreign investors brought in capital, technical know-how and global outlook.  The thin-air money was turned into very meaningful economic activities.
5.0  The first sign of awakening – agricultural reform

The communes were disbanded in favor of private land leases.  Farmers were allowed to Keep their produce and decide on what they wanted to do.  One extreme example was Huaxi Village in Jiangsu Province.  The Village turned itself into an enterprise producing steel, textile and tourism.  It is known as the "No. 1 village under the sky".  All the Villagers are stock holders in the (Shenzhen Stock Market listed) Company worth over USD6 Billion in 2012.  All the farmer stock holders own villas, cars, free education and medical benefits. In 2013, Huaxi opened the 15th tallest building in the World – the 328-meter Longxi International Hotel.  Huaxi could have built a taller building but they kept it at that height to below the tallest building in Beijing to show respect.[12]
Huaxi Village clearly showed that agriculture could not bring the necessary wealth.  Agriculture depends on the weather.  No matter how hard a farmer works, there is a limit on how much he can produce.  He has to wait for the crops to grow.

The traditional farm in China was not mechanized.  The most contrasting example was a farmer using buffalos to plough his field next to a modern farm using tractors.  It was clear to anyone watching the comparison that the traditional farm was extremely inefficient.  With the modern mechanized technology, fewer farmers could produce more!  The extra farmers were essentially wasting their time and the resources of the Nation.  They were much better off doing something more productive.
In 1949, 70% of the Chinese Population were farmers.  By 2012, that percentage dropped to 40%.  The former farmers found factory work in cities.  With manufacturing work, increasing the working hours increases the number of products made.  The wages far exceeded what a farmer could earn.  Massive urbanization started.  
The percentage of farmers could drop to less than 10% with additional modern technology.  The much smaller number of farmers could produce food to feed the rest of the population easily.  USA achieved that long ago.

Secrets of the Dragon Revealed at this stage:

(a)  Relying on agriculture will keep a Nation poor.  Much of the time is waiting for the crops to grow.  Putting more people to farming is increasing poverty.  Find jobs for these farmers.

(b) The best way is to have much higher paying jobs in the cities.  There were some sufferings as the families were separated.

(c)  When the time is right, build apartments for the entire farmer family to move in.  In that way, the farmers have better homes, jobs, education, benefits and opportunities.  This is the massive urbanization program started in 2014.[13]
 Lessons Learned at this stage:

1.  Farmers could become factory workers or better with no difficulty.  They were willing to be separated from their families up to a few years.  They accepted such hardship when they saw that their neighbors were doing the same.

2. These farmers were getting richer compared with the farmers staying behind.  However, the factory owners were getting much richer.  Many millionaires were created in this fashion.

3.  An important element was that China learned the technology, the manufacturing process, the marketing etc.  China was able to improve on them and became the Factory of the World.

4. China accepted the price of pollution and degradation of its environment.  The health of its Citizens suffered.  The hope is to improve the environment later after the knowledge has been mastered.  
6.0 The second sign of awakening – student democracy movement in June 1989

The Economy was doing well.  GDP was increasing at double digits.  However, the relaxation of state price controls caused much inflation affecting the livelihood of the Citizens. The Leadership was split with some favoring more liberalization, democracy and separation of power.  The most notable leader was Hu Yaobang, who was promoted by Deng Xiaoping as the General Secretary of the Chinese Communist Party in February 1980. Hu was very popular amongst the students. Hu was forced out of office in 1986 because he was seen as too liberal. His death in April 15, 1989 triggered the student democracy movement.  The students demanded democracy and end to corruption.
That movement lasted many weeks and ended on June 4 when the Chinese Liberation Army moved in causing much bloodshed.  The image of the Chinese Communist Party suffered.  Sanctions were imposed by USA and Europe.  Foreign investment slowed.[14]
This turned out to be a blessing.  China had to generate its own capital. Chinese Premier Zhu Rongji went for deficit spending.  Money was generated or printed internally.  Capital was available and was directly under control.  The Chinese entrepreneurs, engineers and businessman mastered the production and marketing processes.  The Chinese farmers were willing to move to cities and earn wages to produce goods.  The sanctions did not slow down the Chinese Economy.  China mastered the art of increasing the money supply to match the increase in Meaningful Economic Activities.
Many people questioned why that the Chinese Economy actually grew faster after the sanctions by the West.  The comment by one successful entrepreneur would help to pinpoint the reason.  His comments were:

(a)  His Business was in information technology regarded as a strategic industry by the Chinese Government.

(b) He had the plans to computerize the operation of restaurants similar to MacDonald’s such that the on-line status of the many restaurants could be displayed at the head office.

(c)  He showed his primitive demonstration to the local Government and the local bank.  He got their support.

(d) The local Government and the local Bank became effectively his business partners.  He got funding, technical support from local Universities, contracts etc.
(e)  He had failures initially.  His systems did not quite work.  But he got encouragement and support as the sanctions slowed the inflow of foreign technology and investment.

(f) His failures were regarded as “necessary lessons”.   More money came in.  More technical support came in.  His Company was finally successful.  Many relatives or friends of the local Government and Banks joined his Company.
(g)  He was given loans to buy Office Buildings – not only for his own operation but also as investment.  His Company operation soon covered more than Information Technology.  His Company started to own restaurants and retail chains.  Without such Government and Bank Partners, he could never have become a millionaire.  He also helped to create many other millionaires.  His case was not unique.

(h) It was a case of State Capitalism - support of Capital, Technology and Policy from a very deep pocket.  Do the Meaningful Economic Activities together.  Money and National Pride are very powerful motivators.
China undertook its most important infrastructure project – the Three Gorges Dam.  Construction began in 1994 despite much criticism and doubts.  Over a million people were relocated.  Many moved to Chongqing – making it one of the new mega cities of China. The success of the Three Gorges Dam project gave China the necessary confidence.  “Feeling the stones to cross the river” was the Gospel.  There was no need to follow the Western philosophy of capitalism or democracy.  There was no need to follow Marxism or the teachings of Chairman Mao.  
The democracy movement lost its momentum in China.  The breakup of USSR in 1991 convinced the Chinese Leadership and many academics that the actions on June 4, 1989 were justified.  China focused on making money, making money and making money.
One small side track was that many Hong Kong Democracy Party Leaders supported the Student Movement in June 1989.  Their relationship with Beijing had not been mended.  They gained many seats in the Hong Kong Legislative Council. Without their support, no major political reform could move forward in Hong Kong.
Secrets of the Dragon Revealed at this stage:

(a)  Money can be printed to match the increase in Meaningful Economic Activities.  There is no need to borrow from aboard.

(b) Support the promising entrepreneurs with technology, funds and policies.  Learn from failures – treat them as “lessons”.  When successful, pour in more support and expand the businesses to beyond the limitation of the entrepreneurs.
(c) Once the elites of the Nation focus on increasing Meaningful Economic Activities and getting rich, they will turn away from demonstrations and destructive riots.
(d) There is a fine line dividing corruption and support of businesses.  The grey area is vast.  Just focus on increasing Meaningful Economic Activities.  When the pie expands exponentially, it does not really matter who gets a bigger bite.
(e) Produce the goods.  If the goods are cheap enough and the quality is acceptable, there will be a market.

(f)  When competitors cannot produce the same goods at the same cost, many will set up factories in China to take advantage of the cheap labor.  When they make money, more will be attracted to do the same.

Lessons Learned at this stage:

(a)  Political talks are cheap and often disruptive.  The Cultural Revolution was an example.  The Student Movement was another example.  If mishandled, China might break up similar to USSR.

(b) China must learn and discover its own path.  “Feeling the stones to cross the river” is the correct strategy.  The political and economic think tanks must not be lazy.  They must constantly examine what is happening and propose solutions.
(c)  The World looks at achievements.  If the Economy grows fast enough and more and more Citizens get rich, there will be more support and less complaint.  China must embark on a fast track growth for many more years – until the majority is lifted out of poverty.

(d) If an Entrepreneur with the right background and vision gets bottomless support from the Government and the Banks, the chance of his success is very high.  His business will grow beyond his limitation.  Government Officials will look good.  Banks will be much more profitable.

7.0 The  third sign of awakening – Becoming Factory of the World
In the 1970s, the State Enterprises were very inefficient.  One of the reasons was that the State wanted to provide jobs for all.  It allocated workers to the factories.  In a “normal” factory, one hires enough workers to do the job but never too many.  But the State Enterprises of China before the 1980s were different.

That inefficiency applied not only to factories but also to other businesses.  The most notable one to the tourists was restaurants.  In early 1980s, if you missed the lunch hour, you would not get food.  Since citizens were poor, the number of waiters or waitresses often far exceeded the number of customers.
The saying was – whether you worked or not, you earned thirty-six dollars.  The State was the sole employer and it provided the money.  There was no incentive to improve.

That changed totally when Deng advocated – let some get rich first.

Many State Enterprises were re-organized and sold to the managers.  Making money was glorious.  For example, many private restaurants sprung up competing for business.  Capital was not a problem because China discovered the secret of Banking.
All banks in the World are allowed to loan out more than they take in deposits. For example, if the bank takes in 1,000 dollars in deposits, it is allowed to loan out 10,000 dollars.[15]  The bank can receive interest on the loans – essentially receiving interest from created or thin-air money.  They were encouraged to loan to almost all those with feasible business ideas.  The Banks also know that they can write off bad loans – just return the money to thin-air.  Many loans were given to sons or daughters of the Senior Officials.  It was a common practice to employ these “princes or princesses as insurance”.  Many Government Officials effectively became business partners. They participated in the planning, approving and development of the many projects. (Some called it corruption but it was instrumental in the rapid development of the Chinese economy at that time.)
Huge amount of money was created and loaned out to the private sector.  The property market was the first to benefit.  Many millionaires and billionaires in China sprung up like mushrooms.  They learned to run efficient businesses.

China invited large foreign companies to form joint ventures.  The lure was the huge domestic market in China.  General Motors was an example.  It regained its claim as the largest car manufacturer in the World.  At the same time, the output of cars in China exceeded that of USA.[16]
China became the Factory of the World.  Initially, China was content to earn a small amount as a producer.  It soon learned that the real money was in selling the entire product.  For example, the data from Nike in USD terms for an Indonesian plant was:[17]
	Production labor
Materials
Rent, equipment
Supplier's operating profit
Duties
Shipping
Cost to Nike
	$2.75
$9.00
$3.00
$1.75
$3.00
$0.50
	





$20.00

	Research and development
Promotion and advertising
Sales, distribution, admin.
Nike's operating profit
Cost to retailer
	$0.25
$4.00
$5.00
$6.23
	



$35.50

	Retailer's rent
Personnel
Other
Retailer's operating profit
Cost to consumer
	$9.00
$9.50
$7.00
$9.00
	



$70.00


Once the Chinese factory operators mastered the production technology of cost control, assembly line, factory management etc, they started their own businesses.  The Banks were willing to loan.    Companies such as Nike continued to outsource production because of the much lower cost.  Investment and technology poured into China.  China was able to absorb and improve on them.
China soon realized that in the business world, size matters.  The budding private enterprises could not compete with the established Multinationals.  China learned much from the Singapore Model – State Capitalism.  The State backed up the new State Enterprises.  These new State Enterprises have a new mission – to be the best in the World.  The State provided the funds to buy the best equipment around the World, hired the best engineers, and provided research expertise at the Universities.  Any failure was regarded as learning experience.
In almost no time, these new State Enterprises could compete with the Multinationals and win.  These new State Enterprises did not need to make quick profits.  They could do strategic developments backed by the State.  For example, they would like to buy or mine copper from the mines of another country.  There were no roads or infrastructures to transport the copper ore.  China, as a State, would step in to help to build such roads and infrastructures.  No multinationals could ever contemplate that![18]
China not only produced goods but also infrastructures around the World.  Capital was supplied from within China via printing or via loaning.  The money it earned from exports was used to buy US Government Bonds!  That helped USA.  At the same time, it made the Chinese currency, RMB, one of the most solid currencies in the World.  Few speculators dared to attack a currency with over three trillion foreign currencies in reserve.
Secrets of the Dragon Revealed at this stage:

(a)  Temporarily accept the role of Factory of the World.  Move away from agriculture as the Engine of Wealth.  Agricultural wealth is limited by weather.  Industrial products may be increased linearly by hard work.  Move up the value chain.
(b) Build infrastructures.  Goods and people need efficient transportation.  New roads, bridges, railways, airports and buildings can be seen by other Officials and Citizens.  Growth in GDP was easy. The focus of China now is on high speed trains.
(c) One problem with this mentality is the creation of the Ghost Cities.  This will be addressed later.
Lessons Learned at This Stage

(a)  The State Enterprises in the 1970s were inefficient.  They were broken up and there were massive layoffs.  Many of the resulting broken-up companies became efficient and profitable.
(b) However, such small Companies could not compete with the Multinationals.

(c)  The New State Enterprises were set up.  In many cases, these more efficient small companies were merged.  The State supported these new State Enterprises and they were able to compete with the Multinationals.

(d) China learned that efficiency is paramount.  True planning with the modern tools of spreadsheets, business plans, accounting and monitoring procedures occurred.

(e)  China is planning to introduce more of such modern technology.  The hope is to be able to monitor the on-line status of all enterprises in all cities.  Real planning can take place…
(f) Making money was easy.  It was not restricted to the CCP members or their families.  Anyone with good ideas and the dedication had a chance.  All they need was the willingness to share their ideas with the local governments and banks.  Accept them as effective Business Partners.  Making money was glorious.  Making it together with others was even more glorious.  Millions of millionaires (in RMB terms) in China were created with an average age of 39 years by 2012.  There were none before 1978.  Letting some get rich first was not a dream but a great vision.  The innovative energy of the Dragon was released.[19]
8.0 The fourth sign of awakening – handling the Asian Financial Crisis

Many Asian Counties were doing well before the Asian Financial Crisis in 1997. [20] Their GDP were growing at close to double digits.  They did not foresee the power of the Funds (or Vultures) to manipulate the Market.  On hind sight, they should have realized that in the Business World, the Big Fish can easily swallow the Small Fish.  The existing rules set up by the West are win-lose rules.
The Banking sector is particularly striking.  All banks loan out more than their deposits.  The run on a Small Bank can be started by rumors.  Once the run starts, the Small Bank (or the Small Fish) will have to seek help and be swallowed by the Big Fish.  At that time in the 1990s, there were few Governments guaranteeing deposits.

The stock market of a Small Country can easily be manipulated by the big Foreign Funds.  An example of such an attack by the Funds is as follows:
(1) Buy Stock Index futures assuming that the stock prices would go up.

(2) Buy Stock and force the Market up.  Make huge profits from the stock index trading as mentioned in item (1).

(3) Spread the news that foreign investors are optimistic about the future of the country.  Get the local people excited with stories of quick profits.  Many will jump into the stock market.  Some even borrowed money or played with margins.

(4) Quietly buy stock index futures assuming that the stock prices would fall.

(5) Force the Market down by selling the stock purchased in Step (2).  At the same time, spread the news that foreign money is leaving.  The local stock market would collapse in a hurry.

(6) There might be some gain from the selling of the stock.  However, the huge profit comes from the stock index trading of item (4).

(7) Buy currency futures assuming that the local currency would depreciate.

(8) Convert the huge profit from local currency to US dollars.  Drain all the foreign currency reserve of the country in a few days.  The local currency collapsed.

(9) Make huge profit from the currency future trading of item (7).

(10) When the economy of the country collapsed, buy their valuable assets at fire-sale prices.

Each of the above steps is legal.  It is a classic example of the big fish eating the small fish.
 Some Asian Countries also loosened their financial controls.  They allowed Foreign Banks to loan to their Citizens in US Dollars.   Such debts had to be repaid in US Dollars.  When the currency of the Asian Countries collapsed, the creditors moved in to acquire the assets at fire-sale prices.  Years of hard work vaporized under such win-lose rules.
China was very lucky in that it did not open its financial markets to the outside.  There were no Foreign Banks loaning out money in China.  China had tight foreign exchange controls.  Thus, it had zero foreign debt.  The Funds could not and did not attack it.

The Asian Financial Crisis taught the Asian Countries a hard lesson.  The financial rules set up by the West were set up in their favor.  These are win-lose rules.  The Stock Market and Derivatives are similar to gambling.  Those with more money and who knows the rules will be winners.  The losers will see their hard-earned foreign reserve or savings drained within a few days.
Secrets of the Dragon Revealed at this stage:

(a)  Stock Market, Bonds and especially the Derivatives, are financial instruments that can be manipulated.  Millions or Billions of dollars can change hands in a couple of days.  
(b) Opening the financial market is like taking away the Sharks net at the beaches.  Great harm could result.

(c)  Do not borrow from Foreign Countries.  Money can be printed or created from thin-air.  It is better to borrow the thin-air money from within the Country.  Borrowing the thin-air money from other Countries is akin to swimming with the Sharks.
Lessons Learned at This Stage

(a)  The rules have been set up by the Western Powers.  Many are win-lose rules.  The Derivatives are zero-sum gambling instruments.  If someone wins, someone else must lose.  They were devised because the West had too much money.  They need to find a way to put or “invest” the money.

(b) The Stock Market must have ups and downs to generate fees for the Brokers.  Blindly forcing the Market up will create bubbles.  The bubbles will eventually burst.  Governments must pay careful attention to the Funds (Vultures).  Control and deflate the bubbles when needed.

(c)  An important role of the Government is to watch the Economy.  Leaving to Market Forces is irresponsible.  State Capitalism is the right direction to go.[21]  Total State planning in the old Communist style created inefficiency.  The Citizens must develop their inventiveness via Market Competition.  However, the State must monitor and move in when appropriate.
9.0 The fifth sign of awakening – the 2008 Beijing Olympics

China was able to do well when other Countries fell at the Asian Financial Crisis.  The other important exporting nation, Japan, went into prolonged stagnation.
One of the reasons for the Japanese stagnation was their failure to send money back to thin-air (forgiveness of debts).  In the 1980s, the Japanese Economy was booming.  The stock and property market soared.  Japan had completed much of its infrastructure projects.  They built roads to nowhere.[22]
They started to invest outside Japan.  They chose the property market in USA.  The Japanese Banks loaned heavily to Japanese Companies and Individuals.  That caused a small property bubble in USA which collapsed in the 1990s.  The Japanese mentality was that debts must be repaid.  They did not realize that in the Economic War, one must not punish one’s own soldiers.  They did not restructure and forgive those loans.  Some Japanese Companies and Individuals are still paying those debts today.[23]
Both Japan and South Korea used the hosting of Olympics to show the World that they emerged from developing nations to developed nations.  China also followed the same path.  The Beijing Olympics in 2008 was a lavish event.  The scale was bigger than anything in history.  The Chinese athletes surpassed the wildest dreams.  China won more gold medals than another other nation. [24]
The rapid economic development of China since 1978 was for all to see.  The new skyscrapers, the shopping malls, the modern infrastructures of roads, subways, bridges etc were clear evidence of the economic success.
At the same time, USA created its own Property Bubble with subprime mortgages.  The Wall Street Investment Banks bought Mortgages and packaged them as AAA bonds to sell to Investors worldwide.  Mortgages were given to unqualified buyers with no proof of income and even nothing down.  The assumption was that the USA property market will never go down.  The Mortgage Banker sold the mortgages to the Investment Banks.  The Investment Banks repacked the Mortgages and sold to Investors.  The Investors initially bought such AAA bonds without questioning.  Once they questioned and refused to purchase more of these toxin bonds, the Wall Street Investment Banks were in trouble.  Lehman Brothers collapsed.  Wall Street was no longer viewed as the invincible giant.  The USA Government had to print money to buy back these toxin bonds. [25]
The success of the Beijing Olympics gave China the confidence to take on the role of economic engine to “rescue” the World.  Export to USA and Europe slowed.  China expanded its exports to other Nations via Currency Swaps.  China went on a massive urbanization project aiming to move 60% of its citizens into cities.  The price tag was USD6.8 trillion or 43 trillion RMB. [13]
Secrets of the Dragon Revealed at This stage:

It is important to have the right Mental Attitude.  China developed the “can do” attitude.  Some called it the “Silicon Valley Mentality”. There are five major characteristics of this Mentality.

1. Whatever we want to achieve, or have already achieved, is only third class.  We have to turn it into second or first class.  When we pass the thing to you, you should treat that as only third class and seek to improve it to second or first class.  When you pass it back to us, we shall treat it as third class again.  This Mentality will cause us to become better and better.

2. When a problem is passed to us, either we crack the problem or the problem cracks us.  This Mentality causes us to concentrate and overcome all possible obstacles.

3. We are the Gods.  We can change or make any new rule.  This Mentality will force us to think outside the box.  We will not be bounded by past experience or traditions.

4. We shall not find excuses for our failures.  If we disclose our failures, the World can learn and benefit from our failures.  In the innovative society, we shall do many things which our predecessors have never done before.  This Mentality helps us to face challenges.  We shall not fear the possibility of failure.

5. Finally, if there is something we do not know now, we shall know it tomorrow.  The internet has brought the World Libraries to us. This Mentality helps us to overcome the doubts created by our own limitations.  We do not need to worry about anything.

Lessons Learned at This Stage

(a)  Modern Wealth is the quality and quantity of Meaningful Economic Activities (MEA).  Increasing such MEA is the key to Economic Growth.  Hosting the 2008 Olympics in Beijing and spending huge sums to impress the World was a very Meaningful Economic Activities.  It did not matter whether the revenue from the event could not cover the expenses.  That difference in money could be printed or created from thin-air.

(b) Something that could motivate the whole Nation would be Meaningful.  Spending on the Space Program would be meaningful.  It would also give the Chinese Engineers and Scientists a platform to demonstrate their hard earned knowledge and skills.  The success the Chinese Space Program further boosted the confidence of the Nation.

(c) Survey showed that over 83% of the Chinese Citizens believed their future would continue to be better.  Such optimism helped to propel the Citizens to work hard and overlook many existing difficulties.  They complained less.
(d) Some Economists believe that the growth in any Country will slow inevitably after a certain threshold.  When there is enough to eat; there are comfortable homes; there are basic education and safety-net, the economy will slow down.  The Citizens will lose their drive to do better.  China still needs to lift at least another 300 million citizens out from poverty.  That threshold has not come yet.

(e)  Some Economists believe that any Developing Nation could develop at a fast pace when they are in the copying mode.  They can just learn the technology and rely on their low labor cost to produce goods for export.  The threshold will come when innovation is needed.  China aims to innovate with improving Education and use of Internet.
(f)  Some Chinese Leaders developed the attitude that if a problem can be solved by Money, it is not a problem.  They have seen the massive creation of money by USA.  They know that Wall Street would have collapsed without such massive US Government intervention.  Wall Street is no longer the Invincible Giant.  China can increase its own Money Supply in step with its increase in Meaningful Economic Activities.
10.0 The Immediate Challenge One – Ghost Cities

When China established the goal in 2008 to urbanize or to move 300 million farmers from villages to cities by 2020, it allowed many Local Governments to have much freedom.  The first and second tier Cities are very attractive as they provide good job opportunities.  They cannot provide enough housing for the rapidly expanding population.  Some third and fourth tier Cities took the attitude that Citizens will come if they have the apartments and infrastructures.  They embarked on massive property constructions.
Many Ghost Cities started to appear.[26]  Some Western Economists believed that China was creating a housing bubble that would be larger than the USA housing bubble.  They did not realize that a State planned project would be very different from a Market Driven Venture.
In a Market Driven Venture, one relied on consumers buying the property.  If there were over supply, the price would fall.  Some of the developers who relied on loans would default and stopped development with projects uncompleted.  That would cause further price falls.  Panic would then set in.  The Bubble would burst with many bankruptcies and job losses.

In a State Planned Project, there might be uncoordinated efforts.  Some third and fourth tier Cities might not have considered the job creation factor and just focused on property construction.  At present there are Chinese investors buying property with 50% down as there are few investment vehicles in China and the Citizens believe that property values will not fall.  Since there are vacant apartments and farmers wanting to move to apartments, the problem is “matching” and “job creation”.  The Central Government needs to take the initiative and may have to experiment with a few Ghost Cities as models.

One possible method is to use “Ghost Busters” to help to create jobs and revive the Ghost Cities.  If China simply moves farmers into the apartments, the farmers will not have suitable jobs.  Instead of lifting them from poverty, China may be landing them in hardship.  The “Ghost Busters” are essentially much better trained entrepreneurs who can spot and create jobs.  Some may open branches of chain stores in restaurants, retail, service and other industries.  The funding can come from the Central Government.  Their task is to provide jobs for the farmers and train them to move up – from employees to managers and to owners of these businesses.
Labor intensive industries include tourism, health care, retail, education, home remodeling and other service oriented industries.  China must take the Global view.
1. Modern Wealth is the quality and quantity of Meaningful Economic Activities (MEA).  MEA changes as a Nation Develops.
2. The first stage of development of any Nation is to ensure that its Citizens do not die of starvation.  Agriculture would be a very Meaningful Economic Activity.  Agriculture has the limitation that it depends on the weather.  The crops need time to grow.  Having more farmers actually lowers the efficiency.  
3. China already experienced that dropping the number of farmers from 70% to 40% did not affect the agricultural output.  Many economists believe that less than 10% farmers can easily feed the rest of the population.  Developed Nations achieved that long ago.
4. The second stage of development is industrialization.  Scientific and technological knowledge are paramount.  China is very successful at this stage.  China can produce almost all types of goods cheaper and better than most nations.  China has earned the reputation as the Factory of the world.  The agricultural machines and knowhow have greatly reduced the number of farmers while the agricultural output steadily increased.
5. The third stage of development is service industries.  Financial Services stands out as the most important money maker for the Citizens.  Instead of relying on labor to make money, money is used to make more money.  
6. Some Politicians take the Global View that their Nations can stay on the third stage.  Let China be the Factory of the World – with all the associated pollution.  All they need is to manipulate money to enjoy the products.
7. China is taking the view that it must master all the stages.  It must be able to grow food for its Citizens.  It must be able to produce all types of products.  It must be able to manipulate money also.
8. The fourth stage of development is still an ideal to be achieved.  Every Citizen is guaranteed to have enough food, housing, education and opportunities to achieve his highest goals.  Innovation will be valued more than known knowledge.  One way to achieve that is to ensure that everyone has Internet access.  This is being viewed by some scholars as important as compulsory education. The Chinese Government should make it as affordable as possible.  Private individuals and organizations should help in donating their older computers.  One World, One Dream.
With this Global View in mind, some Chinese Leaders feel that if a problem can be solved by money, it is not a problem.  China can always increase its money supply and/or manipulate the money flow.

For example, China can entice the farmers to move to the vacant apartments with job opportunities and financial incentives.  The hukou system will be modified so that the rural farmers can enjoy the same benefits as the urban city dwellers. Examples of the present plan is to provide free housing in the cities plus RMB100,000 as moving expenses and a monthly subsidy of RMB2,000 until settling down..  That amount is for a family of three.  They can influence their friends and relatives with Internet access programs such as QQ etc.  Since the farmers are not really contributing to the economy, it is important to move them up the value chain with new jobs, new knowledge and new skills.  Knowledge is the most important weapon in the Modern Economic War.  The Chinese Government should equip every Citizen with this powerful weapon.  There is no bubble to burst.  
If the Ghost Busters perform the magic of job creation well, everyone will be happy.  The goal of lifting 300 million farmers from poverty will be achieved.  The success can easily be shown on the Internet.  It will be viewed as another Chinese Miracle.  China will not only be the Number One Economic Power.  It will also be one of the most desired Countries to live in.  It will be Socialism with Chinese Characteristics.
One important project that affected the lives of many millions is the Loess Plateau.  Loess is a loosely compacted yellowish-grey deposit of wind-blown sediment of which extensive deposits occur.  At the source of the Yellow River in eastern China, there is the vast Loess Plateau.  The Loess Plateau was once the birth place of the Hans Tribe but was barren for many centuries.  The rain would wash the soil to the Yellow River – giving it the name.[27]
In 1995, the Chinese Government sent it Engineers with help from some International Experts to see what could be done.  The first reaction was that the Loess Plateau was too big.  There was little vegetation.  The people there were poor.  They could not grow enough crops.  They grazed sheep and goats.  That practice actually prevented young trees or shrubs to grow.  The so called “traditional method for centuries” actually destroyed the ecosystem and kept the people poor.  The team spent several years to study the problem.  The solution was to return the land to fertility by planting trees and stop grazing.  There was strong opposition by the local inhabitants initially.
It took much persuasion and policy changes.  The policy changes included 

(a)  Paying the inhabitants to terrace the hills and plant trees.  Build mini-dams to retain the rainwater.
(b) Providing long term land use contracts and assigning each household to be responsible for his land.
(c) Putting the sheep and goats in pens to stop grazing.
(d) Paying inhabitants not to grow crops at certain locations.  Encourage them to grow vegetables of higher value in green houses.
(e) The needed money came mainly from the Central Government – just print more money to support this very Meaningful Economic Activity.
Within 15 years, the Loess Plateau has trees and vegetation to cover its top soil.  Rain no longer carried the soil into the Yellow River.  There was great reduction in the Yellow Dust in dry seasons.  The average income of inhabitants increased more than threefold.  The project is now an example to the World.  The ecosystem was nursed back to life via knowledge and Government Action.  The impossible became another Chinese Miracle.
Solving the Ghost City Problem and urbanizing to lift 300 million farmers appears to be impossible now.  But with scientific knowledge and Government Action, another Chinese Miracle is likely to happen.  The plan is to spend RMB43 Trillion on this project by 2020.[13]  
Secrets of the Dragon Revealed at This stage:

(a)  Defining Meaningful Economic Activities is not always easy.  Different Groups may define Meaningful Economic Activities differently.  Those who have good jobs and good housing may find going for tours aboard or buying luxury goods very meaningful.  Migrant workers may find having their children living with them very meaningful.
(b) In a rapidly growing economy. There will be mistakes or mismatching developments.  Blaming or criticizing others is easy.  But finding solution is the better path.

Lessons Learned at This Stage:

(a)  When a Country is over confident, it is going to make mistakes.  The pace of building apartments was faster than the moving in of new residents.  The wrong type of apartments might have been built.
(b) The think tanks need to propose the solutions now.  Innovative thinking needs to come out now.  Feel the stones to cross the river.  

(c)  There must not be panic.  Panic will cause sudden burst of the Property Bubble.  The resulting loss of confidence will be destructive and may set China back many years.

(d) There should be control deflation of the Property Bubble.  China can use the Internet to invite solutions.  Use of Ghost Busters is a possible solution.  The thousands of Economics Professors and Students may be good sources for innovative solutions.
(e)  The Chinese Communist Party has shown that it can transform itself.  It can always introduce new policies to solve problems.  Once the problems are found and understood, solutions will be found.  
11.0 The immediate Challenge Two – Confidence in the Chinese Communist Party (CCP)

Past history tells us that the Rulers enjoy more material comforts than the Citizens.  The Emperors had their palaces.  The Colonials had their mansions and slaves.  The Political Parties in power know that they have control over the economy.  They can increase the money supply and direct its flow.

When the Chinese Communist Party (CCP) came to Power in 1949, they received overwhelming support from the Citizens.  The unequal treaties and treatments suffered under the West and Japan became history.  Patriotism went high.  Communism seemed to be the ideal path to follow.
The West tried to stop the spread of Communism via regional wars – notably the Korean War and the Vietnam War.  During the war periods, the Chinese Citizens were willing to endure hardship and suffering.  A saying at that time was – have the atomic bombs even if we have to give up trousers.  The Chinese Citizens were willing to follow orders to “great leap forward”.  They believed in the CCP slogans.  They were willing to follow the CCP leadership blindly.

The educational level of the CCP leaders was not high because of the long periods of War.  The so called State Planning was actually wishful thinking and total confusion.  Communes were formed and the CCP initially reported great successes and harvests.  The truth was just the opposite.  Mao was severely criticized.  He responded with the Red Guards and the infamous Cultural Revolution.  Many of the Officials and CCP members were sent to be re-educated by the farmers.   Any outsiders would say – should it be the other way round?  Farmers do not have much education.  They rely on old traditions and practices that are outdated.  What kind of knowledge can they impart?

Meanwhile, Germany, Japan recovered from the War.  Their Citizens worked hard and they became great exporters.  The Asian tigers followed.  Taiwan, South Korea, Singapore and Hong Kong all used their lower labor cost and learned the manufacturing technology.  

With the death of Mao, the Cultural Revolution ended.  Deng started the Policy of Special Economic Zones and let some get rich first.  In the 1980s, many Hong Kong Citizens felt that they were superior to the Mainland Chinese.  Hong Kong enjoyed a much higher standard of living and the educational level was much higher.  CCP encouraged Hong Kong and Taiwan Citizens to open factories and teach them the trick of making money.  Making money was the prime motivation.  (It does not matter whether a Cat is white or black.  So long as it catches mice, it is a good cat.)　
One of the most important knowledge gained was – Modern Wealth is the quality and quantity of Meaningful Economic Activities.  Creating money can stimulate the growth of Meaningful Economic Activities.  At that time, all Chinese Citizens were poor.  How could they start their businesses and open factories?  Deng encouraged the relatives of the CCP leaders to go into business.  Chinese Banks were willing to loan to them.  Hong Kong Business person wanted their connections to win bids or get projects approved.  The Economy of China rapidly developed without much outside loan.  (China avoided the fate of the South American Nations.)  
The Citizens no long believe in the Communist Dogma.  The Mao Red Book was tossed to the dustbin.  They saw rapid economic progress.  They also saw high inflation.  Most importantly, they saw corruption – many Officials got rich first.  That led to the student led incident in June 1989.  The CCP leaders realized that they did not have the unquestioned support of the Citizens.
The student movement was suppressed.  The CCP leaders took on a fast pace of economic development – heavy deficit spending on infrastructures; restructuring the inefficient State Enterprises; encouraging Private Enterprises etc.  The goal was to let the average Citizen see, participate and enjoy the fruits of the economic development.  Joint ventures with Foreign Companies were encouraged.  Open the huge China Consumer Market; let the Foreign Companies make money; learn their technology and improve.  The strategy worked.  For example, the failing General Motors regained the position of number one car maker and helped China to produce more cars than USA.
The CCP leaders knew full well that their staying in power (and enjoying more wealth and benefits) depended on an improving standard living of its Citizens.  Any major mistake or economic setback may topple them from that position.  They also realized that for the Citizens to see the economic progress are infrastructures – better roads, railways, bridges, taller buildings etc.  They invested heavily in the 2008 Beijing Olympics and the Shanghai Expo.  The success of these events rebuilt the confidence of Citizens in the leadership of the CCP.  Some surveys showed that more than 83% of Chinese Citizens are looking forward to a better future.
Much of the credits ought to go to the Think Tanks in China.  They did not blindly copy the practices from the West or from the Asian Tigers.  They carefully analyzed the situations and “cross the river by feeling the stones”.  They were willing to take input from all sides (easy to do via the Internet) and did the in depth what-if analysis.  They may be able to leapfrog the West with Super-Democracy and Super-Disclosure.

In the West, democracy has been praised as the ultimate of Political Systems.  Citizens vote for their representatives and hence select their government.  However, we have seen many of the political in-fighting that often paralyzed the US Government.  A deeper analysis of democracy revealed that Citizens needed representatives because they could not express their opinion directly in the past.  With Internet, they can now vote on important issues directly.  Super-Democracy is taking Democracy one step further.  Citizens can still vote to select their representatives.  However, they will also be able to test-vote on important issues via the Internet directly.  Every Voter will have one test-vote on the important issues.  These test votes will truly represent the opinion of the Citizens.  
Advantages of Super Democracy

(1)  Citizens can show their collective opinion.  The true majority opinion can be shown.  There will be less “questionable opinion polls”.

(2)  Controversial issues will not be decided by “Loudest Voice Wins”.  There will be less unnecessary conflict in Society.

(3)  Citizens will take a more active role in policies decisions as their opinion will be counted.

(4)  Governments can follow through on policies as these policies are “blessed” by the majority of Citizens.

(5)  The Party in power has higher chance of “forcing through” some policies if such policies are backed up by “test votes”.

Disadvantages of Super Democracy

(1)  Policy decisions may take longer.  There will be a need to explain them to the Citizens so that they can caste their “test votes”.

(2)  Some Politicians may object as their power will decrease.

(3)  Super Democracy will introduce unfamiliar “rules of the game”.  There will be periods of uncertainty and adjustment.

With Super-Democracy, the CCP can claim that the Citizens directly expressed their opinion via the test-votes.  China may still be a one-party Nation for some time.  However, the important issues can be decided by true majority opinion.

Super-Disclosure is to use the power of Internet to analysis important issues or expose inept practices thoroughly.  Internet databases, websites or forums can be set up by various political parties or individuals to express their long term views.  They will try to arouse public support on the policies they propose via Internet Discussions.  A specially selected panel composed of Officials, Academics, Political Parties, Think Tanks and Community Leaders will be responsible for maintaining and nurturing such Super-Disclosure systems.  The goal is to encourage maximum exchange of views and ideas constructively.
Advantages of Super-Disclosure

(a)  Long terms issues can be raised and documented.  The various points of view can be constructively presented by all Political Parties and Citizens.
(b) Inept or inefficient policies or practices can be brought to the surface.  This supplements Freedom of the Press to help to monitor the Government and to expose short comings.

(c)  In the Global Economic War, China needs to develop its “generals and troops”.  This provides a good platform.

Disadvantages of Super-Disclosure

(a)  Some sensitives issues such as corruption of individuals without solid evidence may do harm to individuals.  

(b) It may be used incite emotions or even riots if not managed properly.

If done properly, Super-Democracy and Super-Disclosure will propel China to the fore-front of political systems.  The “feeling the stones to cross the result” leads to something better than the best practices of the World today.
Secrets of the Dragon Revealed at This stage:

(a) Singapore is a State Capitalism.  It is also a Democracy.  The Citizens automatically vote the People’s Action Party (PAP) into Power.  The GDP per capita of Singapore is close to the top of the World.  If the Economy is doing well and the living standards of the Citizens are improving, the Citizens do not want to change Government.

(b) The CCP of China looks at that model.  The GDP per capita of China is increasing.  The actual GDP is now second behind USA.  The Economy is doing well and the living standards of the Citizens are improving.  However, there is deep distrust in the Government because of corruption. (Singapore has the most non-corrupt government in the World.)

(c)  The rapid widening of the Rich and Poor Gap in China is a cause for concern.  The number of rural riots is increasing.  Will the ambitious urbanization program succeed?  (The plan as revealed on March 2014 was to spend 43Tillion RMB (6.8Trillion USD) from 2014 to 2020 to increase the ratio of urban citizens from 53 to 60%)

Lessons Learned at This Stage:

(a)  State Capitalism with capable persons doing the planning is likely to be better than uncoordinated Market Economy.  The present business rules favor Big Businesses.  Big fish can easily swallow the small fish.  Giant State Enterprises with USD3 trillion backing can compete (or overwhelm) the largest of the Multinationals.
(b) Super-Democracy and Super-Disclosure are likely to be more open and powerful in motivating the Citizens and getting true consensus.

(c)  With State Capitalism, Bubbles are less likely.  Greed is not the prime focus.  There are more tools to use to contain, deflate or control the Bubbles.
12.0 The long term strategy One – Win-win Currency Swaps

One of the most important financial tools is the Win-Win Currency Swaps or Mutual Credits.[28]  In a Win-Win Currency Swap,

(a)  Country A gives Xa amount of its Currency to Country B.  Country B also gives Country A Xb amount of its Currency.  The two amounts Xa and Xb are equal in value at the time of signing the agreement.  Thus there are NO debts involved.
(b) Country A can then use Xb to buy the goods and services from Country B.  Country B will accept its own currency Xb.  

(c)  Assume Country A is China.  Country B is a poorer Country XXX.  Immediately after the Currency Swap, Country XXX can use RMB to purchase needed goods or services from China.  

(d) China can use the Currency Xb of Country XXX to buy farm products, minerals or other natural resources.  China can also use the Currency Xb to hire Country XXX workers to do Infrastructure Work in Country XXX to help it develop.  China may also buy land near the infrastructure areas – knowing that the value is likely to appreciate many times on successful development.

(e)  The basic theory is that any Country needs to increase its Currency Supply to get its Citizens wealthy.  The rate of increase should be in step with the increase of Meaningful Economic Activities.  In a Win-Win Currency Swap, Country A gives some of its Currency Xa to Country B for Country B to stimulate the economy of Country A.  Country B does the same thing vice versa. 
With this new model, the USA Dollar is taken out of the equation.  The settlement of trade will be in the respective Currencies of the two Countries.  It has much more profound implications than simple trade and currency settlements.

Comparing the two models:

Country XXX wants to build a highway.  It needs to buy machinery, concrete, etc.   It has no previous experience in building highways.  It has built roads.

First Model:

Find Road Building Companies.  Borrow from International Monetary Fund (IMF) or World Bank in US Dollars.  Hope to repay the loan with increased exports and revenue.

Second Model:

Have a Mutual Credit deal with China.  Receive $Xa billion of Chinese Dollars or RMB.  Give China $Xb Billion of Country XXX currency.  The two amounts are equal at the exchange rate of signing.  RMB$Xa is much higher than required to build the Road.  China uses some of the $Xb to build the Road and some to buy land in Country XXX.  The assumption and historic data show that the land prices at strategic locations of the highway will appreciate many times.  Country XXX learns how to build highways.  It also has RMB to buy Goods or Services from China.  There is NO debt whatsoever!
If you were Country XXX, which model will you choose?
China is selecting Countries with resources it wants to do Currency Swaps.  The trade and Meaningful Economic Activities with these Countries are bound to increase.  Much of the planning can take place before the Currency Swap.  Once proven successful, the amount can increase.  China can help Country XXX to solve its problems and vice versa.
The rapid economic development of China is the envy of almost every Developing Country.  They are eager to find the secret.  The Win-Win Currency Swap is a good way.  China also benefits from the much greater opportunities beyond its borders.  For example, China may find it more beneficial to grow crop X in an African Country.  The climate and the land may be more suitable.  Even if the African Country does not have the machinery or technology to grow crop X to a large commercial scale, China can invest with the Swapped Currency.  The African Country will benefit from the technology, the farming equipment and the tax revenue from exporting crop X.  It has NO debts to repay.[29]
China can also invite Country XXX to invest in its Ghost Cities.  Certain areas in Ghost Cities may be designated as International Zones.  Country XXX (hopefully include both developed and developing Nations) will set up shops, restaurants, factories, trading posts, cultural centers etc in such zones.  There will be special celebrations at their Country festivals.  Such zones will become instant tourist attractions.  Innovative ideas will flow from all countries of the World into China.  This openness will allow China to overcome the Japanese experience of stagnation after the main infrastructures are built.  

Secrets of the Dragon Revealed at This stage:

(a)  Win-win Currency Swaps will undermine the US Dollar as the Reserve Currency.  It can be done with any friendly Country immediately.  It will greatly diminish the attack by the Currency Speculators.

(b) Countries do not need to borrow to do infrastructure projects.  There will be no debts or loans to repay.

(c)  Multinational Companies with emphasis on profits will not be able to compete.  The field is open to China and other Countries willing to do similar Win-win Currency Swaps.
(d) Countries like Japan, India will follow quickly.  That will further undermine the US Dollar as the World’s Reserve Currency.

(e)  Goodwill will be generated with many Nations.  If China takes the philosophy and policy of learning from each other, the China influence in the World will grow.  China will overtake USA in both economy and influence.

Lessons Learned at This Stage:

(a)  Exporting ideology such as communism, democracy, human rights, religion is a thankless task in this Modern World.  China examines all ideologies and develops its own solution.  This is the very successful philosophy of feeling the stones to cross the river.
(b) Win-Win Currency Swaps or Mutual Credits will be one of the most important weapons in the Modern Economic War.
13.0  The long term strategy Two – One World, One Dream

China must set its long term goal as a member in the Global World.  It must share its dream with the World.  The Chinese Dream will be a rapid increase in the welfare of its Citizens without hurting other Nations.  There is no need for slavery.  There is no need for conquest.  There is no need to rob or cheat using win-loss financial rules.  There can be respect with other Nations no matter their stage of development.  The Win-Win Currency Swap shows respect and trust in each other.
There is no need for military dominance.  Nuclear wars will mean end of human civilization.  There is the argument that one must be in a position that others dare not attack.  But there is the other argument that the friendship and global interdependence will make military conflict irrelevant.
Much of China’s rapid rise is via learning and copying of existing technology.  The use of Internet will make such learning and copying much easier.  Almost all Developing Nations can benefit from the Secrets and Lessons of the China Dragon.  The population of the World is no longer expanding at an unsustainable rate.  It is currently at 1.2% with the increase mainly concentrated at the poorer Nations.[30]  The spreading of knowledge and technology is likely to help poor Nations to grow much faster than that rate. There will be food, housing, education, jobs and opportunities for all.

The Asian Financial Crisis of 1998 showed that the financial rules are win-lose rules.  The Stock Market, Foreign Exchange Market and especially the Derivatives Market are akin to casinos.  If one wins, someone must lose.  The winners were usually the ones with more money and knew how to play.  The USA Hedge Fund Managers should be watched as “sharks” to prevent another Asian Financial Crisis.

Trade should be a two-way street.  There is no point in accumulating huge trade surpluses and keep pieces of paper called Bonds.  China is shifting its emphasis on exports to internal consumption to increase the standard of living of its Citizens.  The coming urbanization effort clearly points in that direction.

Can other Developing Countries repeat the rapid economic growth of China?  Answers to the following will help:

(a)  Do they understand that Modern Wealth is the quality and quantity of Meaningful Economic Activities?

(b) Can they define Meaningful Economic Activities appropriate to their own Countries at different stages of development?
(c)  Can they master the technique of creating and loaning money from thin-air?  Do they know when and how to return money to thin-air (forgive bad loans)?

(d) Do they realize that the World is already in an Economic War whether they like it or not?  Do they know how to equip and protect their troops?  Do they know how to play the Game?
(e)  Can they identify their unique advantage in this Global Economic War?  Do they have advantage in agriculture; natural mineral resources; labor; location etc?
(f) How fast can they learn from the Internet?  Can their leaders come to a common consensus and focus their energies on specific issues?  Can their Citizens be motivated and follow their leaders?

(g)  Take the global view.  China is acting as the Factory of the World with dire consequences to the pollution, contamination of its water and soil etc.  Many of the Developed Nations are happy to let China play this role.  They may complaint about loss of manufacturing jobs.  Secretly, they hope that the situation will last forever.  All they need to do is to print money and get the products.  They hope that China will keep buying their Bonds.

(h) It is my belief that China will gradually move away from manufacturing into the higher value service, information and innovation industries.  Developing Countries will be able to move up from agriculture to manufacturing.  In many cases, it will get help from China via win-win currency swaps.  
I believe understanding and improving the above are not that difficult.  The Chinese Dragon is a working example.  Modify and improve the example.  Soon all Nations will be developed.  One World, One Dream.
14.0  Applying the Secrets of the Dragon to Philippines
This section was added after receiving some comments on the first draft of book.  It was a challenge as I had no first-hand knowledge of Philippines.  
I shall do the following:

(1) Work with people from the Philippines.  It happens that there are many thousand Domestic Workers in Hong Kong from the Philippines.  Many of them are well educated.  One actually works for my family.  

(2) Through her and her friends, I can discuss with the Philippines Officials and Citizens on the Secrets of the Chinese Dragon.  Translate the Book.  Turn it into TV series and movies.  Explain the key ideas one by one with appealing examples and beautiful actors and actresses.  Make it fun.  Turn it into a very profitable meaningful economic activity.
(3) The first concept to get across is the concept of Modern Wealth.  Show the historical evolution from hunting, farming, fishing, trading, bartering, money etc.  Introduce the concept of Meaningful Economic Activities.

(4) Discuss the Meaningful Economic Activities for Philippines now and the likely Meaningful Economic Activities for the next 30 years.  Show how Philippines can change from a Developing Nation to a Developed Nation within this time frame.
(5) Discuss “Silicon Valley Mentality”.  This can generate much fun and may be a great topic for a successful and entertaining TV series.  Imagine an actor showing the “can do” spirit and contrast that with a timid and shy opposite.  Add in the romance.
(6) Discuss the setting up of “Special Economic Zones” in the Philippines.  Target one or more Island as International City.  Set up Casinos to attract tourists.  Learn from Macau.  Encourage competition amongst the many Casino Operators internationally.  Some Casinos may be Western.  Some may be Oriental.  Some may be traditional Philippines.  Have special banking and other financial policies in such International Cities.  There are trillions of dollars looking for shelters.

(7) Provide the political stability.  Go for super democracy and super disclosure as soon as prepared.  Encourage Citizens and International Academics to act as voluntary ‘Think Tanks’.  Let them help to propose the many different policies.
(8) Go for the State Capitalism model.  The Government should have the five year, ten year plans and overall monitoring systems.  Encourage the private sector to participate.  Making money is glorious.  Release the innovative energy of the Philippines people.

(9) Encourage the academics to think about the future of Philippines.  Start with the agricultural model.  What can Philippines do to enhance this sector?  What are the export potentials?  What are the limitations?
(10) What are the possible manufacturing industries?  Which ones can compete internationally?  How can the Government help?  Will there be a labor cost advantage?  Will there be a natural resource advantage?  

(11) Consider the concept of “currency swaps” or mutual credits with China, Japan, India and other Nations.  Remember that a Country must increase its own currency for its citizens to become wealthy.  However, the increase must be in step with the increase in Meaningful Economic Activities.  This is a very sharp two-edge sword.  It can bring great success or disaster.  

(12) Make sure that the Banks work closely with Government and the private sector.  Use the thin-air money well.  Return to thin-air (forgive debts) if and when appropriate.  Make short videos, TV dramas and other mass education media.  This is likely to be the most powerful weapon in the Global Economic War.

(13) Remember that China constantly transformed itself with the policy of “feeling the stones to cross the river”.  Set up the Think Tanks and Monitoring Mechanisms to provide constructive criticisms and solutions.  

(14) Do not let the Opposition Parties to continuously attack the Government Policies.  Their aim is often to topple the existing Government so that they have a chance to govern.  Engage them actively – such as giving them some specific tasks to do.  Examples of such tasks include population policies; housing policies; enerfy policies etc.  Provide thin-air money so that they can demonstrate their magic.
(15) Focus on Infrastructure projects.  Get Citizens and local Companies to master such projects.  It may be necessary to get a foreign company to design and build the first tunnel or high speed train.  Learn from that process or project.  Use the “Silicon Valley Mentality” – everything is only third class.  Philippines will turn it to second or first class.
(16) Infrastructure projects are easy for Citizens and International tourists to see.  When appropriate, build a few super tall skyscrapers as land marks.  Have controlled bubble development in the specially developed International Cities.  The excitement and frenzy pace of development for a few years will boost the confidence of the Nation.  Make sure that the bubbles are “controlled”.  Hosting the Olympics or other International events is a possibility.

(17) Philippines have many Islands.  Consider underwater tunnels.  Make sure that the Internet links cover the entire nation.  Education will be the future.  It is both the offensive and defensive weapon in the Global Economic War.

(18) Use the Philippine Nationals in other Nations constructively.  Do not just treat the many domestic workers as simple money machines to earn foreign currency.  Use them as spearheads to understand and break into the Global Economy.  Actively provide the weekend entertainment (via Internet?); get them to provide funny and interesting stories; encourage them to learn from the success of the host nations.

(19) Set up Philippines Restaurants, Retail Stores, Tourism Information Centers , etc in the host nations.  Start the mindset that money can be created from thin-air.  The thin-air money can be created within Philippines.  Select the non-polluting industries.  A worker producing goods in Philippines may generate much more meaningful economic activities than a domestic worker working aboard.  
(20) Think about the role Philippines can play in the Global Economy.  The Developed Nations would like to keep their advantage.  They would persuade Developing Nations to focus on agriculture, tourism or other labor intensive industries.  The elites in Philippines should starting thinking “outside the box” and explore the information and innovative Industries.
(21) Establish a wealth ladder.  Show how a Citizen can climb up the ladder via education, hard work, taking proper risks, being innovative etc.  Show the many success stories.  When the Government and Banks provide the necessary support, success should be within reach by many.  Let some get rich first.
(22) Set up the “net to protect against sharks”.  Understand the win-lose financial game.  Prevent another Asian Financial Crisis.  Avoid borrowing thin-air money from foreign banks.  
(23) Have regular forums to discuss both the Local and Global Economies.  Identify any danger or opportunity.  Learn from the success and failure of others.  Such Forums can be physical, via TV or Internet.  Develop the Think Tanks to be the best in the World. 
(24) Watch out for the Property Bubble.  One infrastructure development is housing.  It is a meaningful economic activity to ensure that every citizen has decent housing.  However, the case of Hong Kong and China demonstrated that if property development were to be left to the private sector (or market forces), the property values would exceed the capability of the ordinary citizen.  One way is to provide Government Housing.  Another way is to separate investment property and citizen homes.

(25) Avoid the Ghost Cities trap.  China fell into this trap in 2008.  Many third and fourth tier city governments thought that they could just build and citizens would move in.  Banks and private individuals loaned to Property Developers.  Many Ghost Cities have been created.  It will take much effort from China to dig itself out.  Philippines should learn this lesson and do not fall into this trap.

Some good references include:

A rising Tiger in Asia - Philippine

https://www.youtube.com/watch?v=Ps1PuF90vRY
Philippines No.1 in the World for 2014 Part 1
https://www.youtube.com/watch?v=LkUq52C-w2U
Philippines No.1 in the World for 2014 Part 2
https://www.youtube.com/watch?v=Zl-1_PJV-Gg
Prawn Industry Technology boost
https://www.youtube.com/watch?v=a1izFbj7fz8
The Philippine Development Plan 2011-2016
https://www.youtube.com/watch?v=1zHrWMxTrLI
15.0 Appling the Secrets of the Dragon to Ethiopia
Almost all the points discussed for Philippines in the last chapter would be applicable to Ethiopia.  However, there are some special points to note:

(1) Ethiopia is less developed and has far less infrastructure than Philippines.  Ethiopia suffered from war and the famine in 1983-85 when over 1 million people died from starvation. The Federal Democratic Republic of Ethiopia was established in 1991. Ethiopia remains impoverished, but its economy has become one of the world's fastest growing.
(2) The economy of Ethiopia is largely based on agriculture, which accounts for 46.6% of the gross domestic product (GDP) and 85% of total employment.
(3) In the 2010-2011 fiscal year, Ethiopia transferred 70,000 hectares of land to both domestic and foreign investors.  It was reported that the large swathes of leased farmlands would be predominantly used to cultivate products like cotton, sugarcane, and palm oil, which have higher demand in the global market.
(4) The foreign investors were mainly from India and Saudi Arabia.  These investors introduced modern farming methods.  Ethiopians could learn much from such methods.
(5) There was too much thin-air money create because of the war.  Inflation was in double digits.  The important task is to put inflation under control.  One possible way is to over-supply one or more basic food crop such as potato or corn from State managed modern farms.
(6) Other farmers can use the over-supplied crops to prevent starvation.  They may also feed their cattle, chicken or other farmed animals to generate higher value products.  Introduce  modern technology in such areas. 
(7) China has helped to build infrastructures, especially roads, in Ethiopia.  Like many East Asians, the Chinese have old-fashioned ideas about development. “To end poverty, first build a road,” they say. Boost agriculture and manufacturing. Soak up low-skilled workers.  Then move up the value chain.  The most important part is for the Ethiopians to learn how to build the roads and railways themselves.  Such infrastructures will generate many jobs.
(8) China has also provided loans to Ethiopia for the implementation of projects, including Power plants, railways, sugar factories, water supply, airport, and telecom expansions.  One important area to investigate is dams for electricity and irrigation.  That area appears to be underutilized.  
(9) Ethiopia is land-locked – with no direct access to seaports.  This means the necessity of good relationship with its neighbors so that goods can be imported and exported.
(10) The government-owned airline, Ethiopian Airlines, is one of Africa's best airlines. It serves 41 domestic airfields and has 65 international destinations.
(11) In January 2012, a Chinese company, Huajian, hired and trained 800 Ethiopians to make ladies shoes for the U.S. market. This trend should be continued.  Agriculture alone will not lift Ethiopia out of poverty.
(12) Ethiopia has a high birth rate.  It has more mouths to feed and more resources must be diverted to social services.  Birth control education may need to be considered.
(13) The highest priority is to provide enough food to prevent another famine.  The sufferings of the famine in 1983-85 are still in the memory of many Citizens.  Good irrigation and modern faming technology will make that history.  The traditional farming style on small plots leads to inefficiency and corrosion of top soil.
(14) The Government must encourage modern farming techniques – via education, model farms, providing machinery and heavy promotion.  Leasing land to foreign enterprises and learn the advanced technology first-hand is a good approach. Soon, less number of farmers will be needed.  Many will be encouraged to move to urban city centers with non-polluting manufacturing, service or other jobs.

(15) The concept of Special Economic Zones should be considered.  Foreign Companies should be encouraged to bring in their technology and make money.  Use the “Currency Swap” concept.  Encourage investment in property in the Special Economic Zones.  The Foreign Companies will help to boost the value of property in such zones.  Let them earn the thin-air money.
(16) Allow casinos in the Special Economic Zones.  Encourage tourists to come but discourage local citizens from gambling.  Provide the political stability so that the wealthy will see that the Special Economic Zones are “wealth shelters”.  Understand that the World is actually flooded with thin-air money.  The holders of this thin-air money are always looking for “shelters”.

(17) Education is the key.  Use the Internet well.  Provide the basic primary and secondary courses in the local Ethiopian Language via the Internet.  Translate from existing English Information if needed.
(18) There are a large number of Ethiopians living outside Ethiopia.  Use this resource well.  Let them help to bring in technology.  Generate thin-air money to support such technology when appropriate.  Use Currency Swap rather than Borrowing.  Learn, learn and learn.
(19) Urbanization will help to lift the farmers from poverty.  Make sure that the Ethiopians can do the city planning, the building of skyscrapers, the schools, the hospitals, the sports facilities and other social infrastructures themselves.  Let many local developers get rich first.  Avoid Ghost Cities.  Start with a 60-40% ratio of Government to Private development ratio.  Make sure that the workers can move into a home that they helped to build.
(20) Get the many international chain stores to come and help to provide jobs.  Learn the business model and develop local chain stores.  Master the technology of monitoring and managing hundreds of stores via the Internet.  Learn, learn and learn.
16.0 Summary
1. Modern Wealth is the quality and quantity of Meaningful Economic Activities.

2. A Country must increase its money supply or currency for its citizens to become wealthy.  The rate of increase must be in step with the rate of increase in Meaningful Economic Activities.

3. The increase in money supply can be via printing of additional money or via Banks lending out more than deposits.

4. Money can also be decreased via forgiveness of debts.  In an economic war, one must not punish one’s troops too harshly when they make a wrong move.

5. In an economic war, a coordinated effort with direction from the top (State Capitalism) is likely to win against a herd of soldiers with greed or individual glory in mind.

6. Country X can give some of its currency to Country Y so that Country Y can increase the Meaningful Economic Activates in Country X and vice versa.
7. Meaningful Economic Activities may vary with time and development.  They normally include improving food, clothing, housing, transportation, entertainment, and education etc. for the citizens.

8. Nowadays, Meaningful Economic Activities may include access to Internet; building infrastructures; owning a mobile phone etc.

9. The existing financial rules are win-lose rules favoring the wealthy.  China will introduce win-win rules.  Every individual in the World may prosper in peace.

10. The win-win rules include: 

· Do Currency Swaps with other Nations.  There are NO debts to repay.  Poorer Countries will benefit immediately.  

· Government Officials and Banks are encouraged to help the Entrepreneurs and Companies to succeed beyond loaning out the thin-air money.  Provide guidance.  Coordinate support.  Treat failures as lessons.  (Economic Wars are not won with one battle.)  The relationships should akin to Business Partners.

· Banks can forgive loans as “lessons”.  Governments provide guarantees.  Governments can always supply thin-air money back to banks.

· Modern Wealth is the quality and quantity of Meaningful Economic Activities.  The faster the growth of such Meaningful Economic Activities, faster can be the supply of money.  The Nation and the Citizens grow rich faster.

· Learn and master every sector – agriculture, manufacture, services and finance.  Governments must coordinate with some form of State Capitalism.  
· If a problem can be solved by money, it is not a problem.  Motivate the Citizens with national pride and money.
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