Contents

1 Introduction and OVerview .............cccccoovinenniiircnincnnnnsinsesnns 1

1.1 The Quality Growth Framework .........c.cccevtercnmrcrcnienreennsisnenissinees 2

1.2 The Growth Experience of China as a Case Study ........cccccocerrirnneens 3

1.3 Economic Growth as a Means to Development...........ccconievrernnnuene. 5

1.4 China’s Rising Importance in the Global System........c.cceceecveeerecne. 6

1.5 Policy Responses from China ......ccccccereeereeenrecsercsenscersnessesasesesesseesens 6

1.6 Objectives and Scope of the BOOK .........ccceeirrecirnrinnnnensnecccenene 7

REFEICICES ... ettt ettt r e s sen e ens st s rnssas e samnsaas 8

2 China’s Miracle in Growth and Poverty Reduction ................cccocreenncn. 11

2.1 China’s EcOnomic MIracle.......c.couuvririresininisniisesscssssessessisessesnisesses 12

2.1.1 Unprecedented Growth Record.........cccovcerrvnnnnrncnnencececennns 12

2.1.2 Rapid Structural Transformation and Urbanization................ 13

2.1.3 Leading World Trader and FDI Destination.........c.cccoceeencn.e. 14

2.1.4 Strong Fiscal Capacity and Foreign Exchange Reserve......... 15

2.2 Major Achievements in Rural Poverty Reduction .........cccccccceeenennne 17

2.2.1 Sharp Decline in InCOme POVEILY.........cccceerveernrcrnrcreccracsracsnonns 17

2.2.2 Increased Household Ownership of Durable Goods.............. 17

2.2.3 Improvement in Health and Education..........ccocecoveereirnivunncnns 18

2.2.4 Major Phases of Progress in Poverty Reduction .................... 18

2.2.5 Poverty Reduction Progress in the 592 Key Counties............ 21

2.2.6 Improvement in Rural Infrastructure..........ccocconvrcnreiiorcnsensenes 23

2.3 An International Perspective and Lessons from China..........ccocc...e.. 24

2.3.1 A Comparative PErspective ..........ccoovmerirensesserensnsrcsnsesinseas 24

2.3.2 Lessons from China’s Poverty Reduction Experience ........... 27

REfEIENCES ...ocuiiritiinrinsicriiniiiii s st ess s be s sssaeses 28

3 Explaining China’s Growth and Poverty Reduction Miracle............... 29
3.1 How China Succeeded in Sustaining High Growth

over Three Decades? ..........ooviviiniinninnniinninniinnieieeienisncsessens 29

3.1.1 Economic Reform Policies.........coevvininiinsninnnencnncsininne 30

. ' ) E HE
Bibliografische Informationen digitalisiert durch NATIONAL
http://d-nb.info/1030084025 IBLIOTHE



http://d-nb.info/1030084025

xiv

Contents
3.1.2 Government Commitment
and the Chinese-Style Reform.........ovevvvvviiiinciicininecenene 30
3.1.3 Strong Emphasis on Public Investment
in Social Services and Rural Development...........ccoecoeevnennene 31
3.1.4 Integration into the Global Economy.........cccceeurvrvimicurnrirnnnnens 31
3.1.5 Industrial Upgrading and Technological Innovation.............. 33
3.2 What Have Been the Sources of Growth?.........c.ccoevcvcrncvcrinnecccnene 34
3.2.1 Source of Growth by Factor........cccecvuvvinvsninniinnisinnsnnnns 34
3.2.2 Source of Growth by Sector........c.ccovrvreiniennicnnniecneninnens 36
3.3 How China Achieve the Poverty Reduction Miracle? .........cccecevvueenee 39
3.3.1 The Theoretical Foundation ...........coceevvmnereensinnrinnsessennennenas 39
3.3.2 From Growth to Poverty Reduction ........c.ccceccviriccnniiinencnens 45
3.3.3 From Inclusiveness to Poverty Reduction.........ccocceecveverernncne 49
3.3.4 From Pro-poor Policies to Poverty Reduction ..............cu....... 51
T I 11 011 0T 2N 53
L (] () (16T N 53
Why China Must Advance Transformation and Improve
the Quality of Growth............ccooceivierverrererecerccrccnre e rereeerons 55
4.1 The Middle-Income Trap ......ccoovvmsrirenrmsrssmssisinsissnsmssenssssssssessessses 56
4.1.1 The “Middle-Income Trap”.......c..ccocceremrrrsrenrmrrsrcnmsresensnnnes 56
4.2 Structural IMbalances........c.ceccerrrerinnncrinnecnie e 59
4.2.1 Unbalanced Income Distribution............coecvserevrvenrncecsnnnne 59
4.2.2 Unbalanced Sectoral ComposSition........cco.ceccrrenecerscrcnescreresaes 60
4.2.3 Unbalanced Investment and Consumption Growth................ 61
4.2.4 Unusually High Savings Rate ........ccccceercnviniinninccrinnseesinnns 64
4.2.5 Excessive Foreign Exchange Reserve.........c.cccocevniinincnninaen 65
4.2.6 Unbalanced Taxation StruCture ...........ccoeereensmrererensisacesessenans 66
| 3 () (&1 OO 67
Rising Income Inequality ...........c.occorevirriniiniininninnncnncee e 69
5.1 Key Features of Income Equality.........ccecesireniiemminncnnninnncscncnennnnens 70
5.2 Sources of Rising Income Inequality........c.cccoeerrvecrinirireniinisieerenn 72
5.3 Have the Majority of Chinese Benefited
from the Growth Process?.........ccocvuervcniniininnninicnnsennnneinenneninnens 74
REfEreNCES......oo it s 77
Social Disparity and Inequality of Opportunity .............cccccceeervcnnacnenne. 79
6.1 The Shrinking Role of Government in Social Services Provision..... 81
6.2 Disparity in Health and Education...........ccceevenmnceccnmncrcnninscescnnennes 82
6.3  Gender InEqUAlity.........cccocerereerrrcrnceranerrrcreresrersanesessaeserasereresemssssnss 86
L (5 (3 1 Lo 88
Daunting Environmental Challenges ..............ccccoccovivieincncnnenrescnnnnnns 89
7.1 The Environment and Resource Degradation ...........ccecenenecveeiennens 89
7.1.1 A Looming Water CriSiS......cccocrereeermeramerisirinsnasenssnssessunsessnes 89

7.1.2 Worst Air Quality in the World........c..ccrverrinrinccnnneniincenn, 90



Contents XV

7.2 Rapid MOtOriZatioN .......ccceeeerrveereecreesensensseesseesseessnessessasssesssassssssenssen 91

7.3 Energy Demand and Greenhouse Gas Emissions..........ccccccreeeneenene. 94

7.3.1 Intensive Energy USe......ccccccerrrerrerrversversecsveresersvrssnesserssssssesnes 94

7.3.2 The Largest Greenhouse Emitter in the World....................... 97

7.4 The Cost of Environmental and Resource Degradation............c........ 99

74.1 Health COSt....ooeeereiiiiiicenrceiet st saseecnes 99

7.4.2 The Choking POINt ........coccevrevernveeerirnerrenrneieresereassssressrssenns 100

7.5 Responding to Environmental Challenges.........ccccecueeneneccraccancnncnne 101

REFEIEIICES .....ciueruieirieieere et sere st st e ne s s nessesnsresnassnsresane 105

CONCIUSIONS.........coiiercercerrtrre s tsaretsesee st e saeses e nesesasasssesasaessenes 107

ADPPENAICES ......c..cnrreirerrreerieiieresresrree et ssteseesaessesssese sassvessesstrsessessssssesesssnarees 111

Appendix 1: Growth Incidence Curve ..........c.ccccccmeveersrcerninnsvesseesecsassennes 111

Appendix 2: A Review of Pro-poor Growth Literature..............ccoeereeereenenns 112
Appendix 3: Highlights of the New Deve]opment Outline

for the AUtomobile INAUSITY .........coocereerenrrreeier e seseeseesesescessesasseesenenes 113

Appendix 4: Ambitious State Plans on Green-Energy Vehicles.................. 114

REFEIEIICES ..ot ereecarerersne e s s esessssessessasessssaessesssssssesssssssssesesene 117



