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China’s economic performance over the past three decades has simply been remarkable. During this period, China has achieved two historic transformations. Firstly, it has succeeded in transforming a rural-agrarian economy into a modern-industrial economy. Secondly, it evolved a command economy into a market-based economy.

 

The Chinese development experience provides valuable lessons for other developing countries including Pakistan, who seek to emulate this success story. There are six key lessons that one can learn from the Chinese success story. These include (i) transforming global best practices into local initiative; (ii) promoting inter-regional competition; (iii) integrating with the world; (iv) adjusting to new technologies; (v) building world class infrastructures and (vi) investing heavily in people.

 

China’s growth experience over the last three decades has been impressive. Its real GDP grew at an average rate of 10 percent per annum, and over 500 million people were brought out of poverty. China’s challenge over the next two decades is nothing but daunting that is, enabling 1.34 billion people to move from the middle-income into the high income bracket against the back drop of recurring global and financial crisis.

 

Where does China stand today? With the size of the Chinese GDP on purchasing power parity (PPP) basis of $10.1 trillion and per capita income of $7600 in 2010, it is the second largest economy in the world after the United States. China overtook Japan in terms of the size of the economy in 2010. It is the world’s largest exporter and second largest importer, as well as largest manufacturer and user of automobiles, surpassing the US in 2011.

 

With over $3 trillion foreign exchange reserves, China has emerged as the single largest lender of the last resort for the US. It has invested $1.5 trillion in the US treasury bonds and as such has become the single largest source of financing US budget deficit. Accordingly, China owns 22 percent of the entire outstanding stock of the US public debt. Never before in history has China experienced such an enviable ascendancy.

 

China has integrated itself with the rest of the world in a meaningful way. It is the largest trading partner of India, Brazil, Japan, South Korea and Africa. Trade between China and Africa rose from $2 billion in 1999 to almost $130 billion in 2010. China-South Korea trade volume increased to $220 billion in 2011 and is expected to reach $300 billion by 2015. Trade between China and India rose from $2.6 billion in 2001-02 to over $62 billion in 2010 and is likely to touch $100 billion by 2015. China-Japan trade volume was $340 billion in 2011.

 

How has China achieved such economic ascendancy? Firstly, consistency and continuity of policies over the past three decades have been the hallmark of the Chinese development strategy. The reforms that launched China on its current growth strategy were inspired by Deng Xiaoping, who played an important role in building consensus for a fundamental shift in the country’s strategy. For over three decades, China continued to follow the same strategy and policies with minor adjustments.

 

Secondly, China continued to open its economy through market-oriented reforms in a gradual and experimental way. It pursued a ‘dual track’ policy in which it continued to support state-owned firms in old priority sectors but continued to liberalise and encourage private sector enterprises in other areas.

 

Thirdly, China strengthened its local government at various levels by allowing them to compete in attracting investment, developing infrastructure and improving local business environment. Officials were rewarded for achieving development goals. Such competition among local governments turned out to be a strong growth driver.

 

Fourthly, China continued to dismantle regional barriers to the movement of goods and services with a view to establishing a single national market. Major infrastructure investments were undertaken to connect different regions. A large integrated national market allowed firms to achieve economies of scale and improve their profitability.

 

Fifthly, China invested heavily in human capital, particularly in education, health, technical and vocational training. Sixthly, China saved over 40 percent of its GDP during the last three decades and invested almost the same amount which continued to propel growth.

 

After 30 years of rapid economic growth, China has reached another turning point in its development path. There is a realisation in China that many countries achieved middle-income status in the post-war era but fewer attained the status of high-income country. China does not want to remain stuck in the so-called ‘middle-income trap’ but wants to achieve the status of a high income country by 2030. Even if China’s growth moderates to an average of 6.6 percent per annum, it will emerge as the world’s largest economy before 2030 and will avoid the ‘middle-income trap’.

 

It is against this backdrop that China is set to launch its Vision 2030 with development goals of becoming modern, harmonious and creative high-income society. The development strategy that China pursued over the past three decades was directed at meeting the challenges of a different era. Not only is it true that China faces a different challenge, but its capacity to address them has changed as well. No strategy can last forever. Successful strategies must be flexible and adjust in accordance with changing conditions.

 

China’s new development strategy has six pillars that include implementing structural reforms to strengthen the foundation of a market economy, accelerating the pace of innovation and creating an open innovation system, improving income equality; strengthening fiscal reform, seeking mutually beneficial relations with the world, and investing in environment.

 

Is Pakistan ready to emulate China’s development experiences? Is it ready to strengthen local government, creating competition among them to achieve development goals? Are we investing in human capital and infrastructure? Are we maintaining consistency and continuity in policies? Where are our saving-investment rates today? These are tough questions which I leave our economic team to ponder.
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