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This book examines the extraordinary events that led to China's transformation from a closed

agrarian economy to an invincible manufacturing powerhouse of the global economy.
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Few scholars have changed the face of economics like Ronald Coase. His work brought a very rare

commodity to the economics profession - clarity. His observations, based on empirical evidence and

"old-fashioned" fact-finding, have unearthed a body of work that has transformed the way we think

about simple, but crucial, facts. The ways individuals and firms organize and his work on property

rights had a profound impact on how we comprehend issues from the inner working of organizations

to the use of market tools to address environmental problems. On the latter, his work provide the

academic underpinning for the establishment of the Acid Rain program in the United States in the

early 1990s, which was so successful that it virtually wiped out the problem of acid rain in

America.At a 101 and not a man to avoid challenges, he now braces himself on an issue that many

in the West are puzzled by -"How China Became Capitalist". Again, he brings clarity to a confused

picture. Without embracing dogmas from either left or right, he traces the history of Chinese reforms

from the rise of Deng Xiaoping to the present. In Coase and co-author Ning Wang's recounting and

interpretation, we learn about the unleashing of China's experiment with capitalism. Rather than a

top-down approach as many believe, the Chinese government fostered competition between cities

and provinces; allowed for experiments and pilots to take place in certain sectors, industries and



regions. China after Mao had a blank slate from which to experiment. Throughout this, Coase's work

on property rights was critical to many Chinese policy makers. It is no coincidence that alongside

Marx and Friedman, Coase is one of the most revered Western economists in China.Coase is the

finest of scholars.

Everyone knows Ronald Coase is a great economist, but "How China Became Capitalist" shows us

that he is a great historian too. In his new book, Coase approaches history in the same manner he

approaches economics. As an economist, Coase has always guarded against the tendency for

grand, scintillating theories to overtake quantifiable facts. In writing about what is arguably one of

the most turbulent periods in Chinese history, he again seems to relinquish all presumption by

piecing together observable historical evidence and letting the conclusions emerge by themselves.

The results were surprising but not altogether unintuitive.Many regard China's transformation from a

communist economy to a capitalist one as one of the greatest paradoxes in the 20th century. The

authors, however, are able to provide a persuasive account of how this came to be. The general

theory is that the capitalist transformation in China is the product of marginal, or fringe, revolutions

that occurred independently of the machinations of the Chinese government. This is not to say that

the Chinese government did not play a role in fostering these developments. As illustrated by the

authors, in many cases the Chinese government fostered the environment conducive to the

flourishing of capitalism without intending to. The emergence of private farming in the 1960s is a

good example. Private farming was encouraged by the Chinese government as a temporary

measure to quell grain shortages after the failure of the Great Leap Forward became apparent.

Such an ad hoc measure however, had lasting, albeit unintended, implications for China's economic

development.The argument is more nuanced than this.
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