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Xi sets out economic road map for China Dream

His vision of China becoming a rich and powerful nation gets clearer timeline and goals.

John Wong

For The Straits Times

The much anticipated 19th party
congressof the Chinese Communist
Party (CCP) endedin October with
President Xi Jinpingas its general
secretary tackling a wide range of
political, economic and social issues
confronting China.

His thoughts on “socialism with
Chinese characteristics for anew
era” willbe pored over for how he
intends tolead China in the years

ahead. At this juncture, whatarewe

to make of Mr Xi’s economic
agenda as gleaned from his report
to the party congress?

Atone level, there were few
surprises. He trotted out many
ongoing economic policies, such as
“supply-side structural reform”
based on deleveraging of debt as
wellas further state-owned

enterprise (SOE) reform basedona

mixed-ownership model.

MrXi did put greater emphasis
on macroeconomic rebalancing
towards a more sustainable,
consumption-driven growth and
also better-quality economic
growth with more “green” gross
domestic product (GDP),

Itshould be noted, however, that

the party congress isusually not the :

occasion to delve into economic

matters in great detail. By tradition,

this taskis left to the Premier of the
State Council (Mr Li Keqiang), who
willgo deeper into the finer points
of economic and social policies
when he presents his report to the
People’s Congress (China’s
Parliament) next March.

Inany case, China's economyis
currently inabetter shape as its
so-called “economic slowdown” has
been stabilised. Growth for 2017 is
likely togo up to 6.9 per cent from
the 6.7 per centof2016. China’s vast
foreignreserves have started torise
again, along with the strengthening
of the yuan and rapid recovery of
exports. The government has also
started to seriously deal with the
debt problem.

With things looking up, there is no
compelling need for short-term
policy intervention. Not
surprisingly, Mr Xi chose to address
long-termissues: specifically how to
realise his “China Dream for the
rejuvenation of the Chinese nation”.

XI'SECONOMIC DREAM
Mr Xiunveiled his “China Dream”
at the 18th party congress in2012.
This “dream”, in its original
conception,implied a strong nation
withastrong military.

However, Mr Xihas nowaddeda
new dimension to this vision,
buttressing it with concrete

: strategiceconomic targets.
i Inthiseconomic vision, the
i long-term development of China’s
: economy is markedby three
i distinctive milestones.
¢ = Becominga“xiaokang”
(moderately well-off) society by
2020.
This 2020 deadline also coincides
i with the first centennial of the
¢ foundingofthe CCP.
Buthow is xiaokang defined?
¢ Irisatheartanebulous concept
: based onvague and variable
i standards. To the ordinary Chinese,
: xiaokang simply conveys the
: feeling of being “neither affluent
¢ norpoor”, of having just satisfied
i hisbasic needs of “wenbao” or
: having enough to “wear and eat”.
¢ Thexiaokang concept was
: actually firstintroduced by Deng
i Xiaoping when he publicised his
: Four Modernisation programme in
i December1979. At the time, the goal
: was simply for China to reach abasic
: xiaokanglevel of living by the end of
¢ the20th century. Subsequently, the
: termcame to beloosely and widely
: usedasacode word for China’s
i socio-economic development.
Asarticulated by Mr Xiat the
i recentparty congress, China would
: haverealisedits xiaokang goal in
i 2020,whenitwould have
: eliminated absolute poverty. China
i haslongbeenashowcasein the
: globalwar on poverty. By 2016, over
800 million people in China had

i beenlifted out of poverty becauseof :

i itseconomicand social programmes
: over the past three decades.

:  Chinatodayhas basically

. eradicated open urban poverty,

¢ leaving only a smallnumber of really

¢ poor people in the rural areas.
By 2016, the rural povertyratehad :

; fallento 4.5 per cent, with those

¢ below the povertyline living mostly

: inremoteregions or areas populated
: mainly by ethnic minorities.

i However, 4.5 per centstill translates
¢ intoasizeable 43 million people.In

: recent years, Mr Xihas takena

: personalinterestin the anti-poverty :
: war campaign, nudgingitalongas it
: heads towardsits 2020 deadline.

Meanwhile, based on its current

i growthmomentum, China’s

economy should be able togrow at
anaverage rate of 6.5 per cent for

i 2017-2021. Assumingall goes well,
: howdoes China’s economy lookin
: macroeconomic terms when it
¢ becomes a xiaokang society on

arget?
By 2021, China’s per capita GDP is

forecast to be about US$12,000, or
: just at the threshold of developed

economy status.
But this also implies that China

¢ would have escaped the

: middle-income trap. This figure is

i stillrelatively low, at about the level
: oftoday’s Argentinaor Poland.

In total GDP terms, China’s

¢ economy would have grown from
i today’s US$11 trillion to US$15

¢ trillion, still below the United

: States’ current US$19 trillion

S$25.6 trillion).

Amodern socialist economy by
2035.

Mr Xiunderstands very well that
the initial phases of a xiaokang

: amoving target.

: for continuing efforts to “struggle

: foranother 15 more years” soas to

: builda“modern socialist economy”
by 2035; this second phase will be

: based on higher levels of xiaokang

i andits extension throughout the

: country.

i 2020 t02035grows 5 per centon

i average - this projected rate seems
i realisticbecause of China’s relative
¢ lowper capitalevelin 2020 and

: henceits strongdemand-side

: growthpotential - Chinaby2035

. Whatisimportant now is

i for Chinato cultivate new

: growthdriversfor the next
: lap.Hereliesthereal

i challenge for MrXi's

: long-term vision of China's
i economy. China's economy :
i had performed remarkably :
! wellinitscatch-up phase

: of development. But witha
: declining labour force,

i China'sfuture growth will

: depend on productivity

i growth, whichinturn

i depends criticallyon

i successfulinstitutional

i society involve only the elimination changes...aswellas
: ofabsolute povertyor the

: satisfactionof people’s basic needs.

: But “basic needs” everywhere vary
: over time and so xiaokang remains

¢ innovationand further
i technological progress.

T -

Thus, Mr Xi, in his address, called

Assuming China’s economy from
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¢ would clearlybea developed

: economy,andalso the world’s

: largest economy with a total GDP of
¢ US$30 trillion. But Chinawouldstill  :
: notbe atruly affluent societylike the :
¢ US,as China’sper capita GDP by

: thenwould still be about US$23,000,
. exactly thelevel of Taiwan’s today,

: butonly halfthat ofthe US.

Preciselybecause of this, thereis

: room still for yet more growth,
i leading to the third milestone:
i « Chinatobecomea“fugiang”

(prosperous and strong) country
by 2050.
The year 2049 willalso be the

¢ first centennial of the founding of
: the People’s Republic.

Using similar economic growth

¢ arithmetic and assuming China’s

: economy continues to expandat

: 3.5percenton average for another
: 15 years from 2035, China by 2050
¢ will fully realise Mr Xi’s “China

i Dream” of achieving rejuvenation

: tobecomerich and powerful.

Its per capita GDP by then would
be about US$40,000 or the same as

: today’s Germany’s but still lower

: thanthe USlevel. Intotal GDP,

: China wouldbe a gigantic economy
: ofUS$50 trillion, almost three times
: more than the US’ total GDP today.  :
Thereisa caveat for the above. The :
: projectionsareinnominal GDP at

i 2016prices and currentexchange

: rates. Forinternational comparison
: of GDP, purchasing power parity

: (PPP)isoftenused. ButGDPin

: terms of PPP tends to exaggerate the :
: realsizeofalow-income economy.
: Goingby the PPPyardstick, Chinain :
: 2014 hadalready become the
: world’s largest economy!

Wealsoneed tobear inmind that

: asChina’s economy continues to

: growover time, the exchange rate of
: theyuan wouldalsorise while the

: USdollar may eventually fall.

: Because of this exchange rate effect,
: China’s per capitaand total GDPin

: 20350r 2050 would likely be

: significantly largerin US dollar

: terms.

: CHALLENGES FOR THE NEXT LAP

: Chinaendedits three decades of

: double-digit highgrowth in2012at
: 7.7per cent, Growth has since

: deceleratedgradually atan average
: rateof7.2 per centduring the

: 2012-2016 period.

This has led to overblown reports

¢ about China’s “bigslowdown” in the
: international media. In fact, China’s
: current “low growth” islowonly in

: terms of China’s own historical

: growthtrack. For China’s vast

: economy today of US$11 trillion, any
: growthof 6-7 per centis still avery

: high growthrate.

Whatisimportant now is for

i Chinato cultivate new growth

: drivers for the next lap. Here lies the
: real challenge for Mr Xi’s long-term
: visionof China’seconomy.

: productivity growth, whichin turn
¢ depends critically on successful

: institutional changes (for example,
: market reform and better

: governance) as well as innovation

: and further technological progress.

China’s economy had performed
remarkably wellinits catch-up
phase of development. But witha
declininglabour force, China’s
future growth will depend on

So, will Mr Xi attain his economic

: dreamgiven China’s trajectory and
: whatwe know of the factors

¢ underpinningits growth? Atone

: level, hislong-term developmental
: goalslook eminently achievable.

Chinais clearly not lacking in

: capitalrequirement, human

: resourcesand entrepreneurship.

: Chinainrecent years has achieved
: remarkable progress in science

: and technology. It has alsomade a
: good start,and is even leading in

: some areas of the new economy,

: suchas artificial intelligence and

: the Internet of Things.

But what about the impact of

: institutional change and market

: reform? Here, much of the answer

¢ dependson one’s political value

: judgment. Mr Xi's strong leadership

¢ cantranslateintostrong political

: willto carry out needed institutional
: changes and structural reforms. But

: hispenchant for tighter politicaland
¢ ideological controls could also

: complicate state-market relations,

: particularly pertaining to SOE

: reform.

Muchuncertainty, therefore,

: remainsas to how the tensions

¢ inherentin the phenomenon of

: “guojin mintui” (as the state

: advances, the private sector

: retreats) will eventually work out.
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