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• FOUR MAIN POINTS

• 1. Economics -2035 - Xiaokang society - @GDP  3X 
=$20,000-$30,000 

• PPP GDP > US already; real GDP>US probably mid 
2020

• 2. Sustainability - 60 million out of poverty past 5 
years - complete poverty eradication by 2020; 

• Energy intensity@GDP substantially reduced

• 3. Expansion - OBOR “Community of Common 
Destiny”

• 4. Identiy - New Chinese narrative of growth and 
success independent of Western prereguisites of 
privatization and mutli-party elections - Continuous 
absorption and assimilation, not automatic 
“download”

President Xi's 30,000+ Report - (Washington Post, 24 October, 2017 - Eric X Li, Shanghai venture capitalistand political scientist)

• New Era Socialism with Chinese Characterics 
• Two Centenary Goals - 2020 -2X  2010@GDP ; 2050 - “Modern socialist country "prosperous, strong, democratic, 

culturally advanced and harmonious."
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• zhonghua minzu 中华民族 of 56 ethnic 
groups including Han the largest 
(91.59%). 

• Since the founding of China’s first dynasty 
(Qin – 221-206 BC), these diverse ethnic 
groups have long since been assimilated 
into Chinese nationhood while retaining 
their distinct cultural characteristics. 

• China ruled by non-Han dynasties for 
centuries: Kitan Liao 北辽王朝 (907– 
1125), Jurchen Jin 女真金朝 (1115–1234), 
Tangut Western Xia 西夏王朝(982–1227), 
Mongol Yuan 蒙古元朝 (1206– 1368) and 
Manchu Qing 满族清朝 (1636–1912). 
Despite substantial Han assimilation as a 
matter of policy, these ruling dynasties 
retained their distinct ethnicity. 

• Internal strife and external threats 
notwithstanding, national bond became 
continually reinforced under successive 
powerful dynasties building on China’s 
rich and diverse cultural heritage.  
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• Early Toba tribe of Turkish-Mongol extraction helped found China’s Northern Wei 
Dynasty in A.D. 386, reuniting China across the northern steppes, the Tarim basin and 
the North China Plain. 

• Sino-Turkish families prominent amongst the imperial elite during China’s heyday in 
the Tang Dynasty (A.D. 618-906). 

• From the second century B.C. to the 15th century, the old Silk Road carried busy 
trade between China’s ancient capital Xi’an and the eastern capital of the Christian 
world, Constantinople in the Ottoman Empire.

• Caravans transported silk and other luxury goods from the Middle Kingdom in 
exchange for cosmetics, amber, carpets and other products. Exchanges of religious 
culture such as Buddism and Islam and of technology such as paper and glass also 
took place. 

• Common ground between China’s Daoism and Turkish Sufism - a willingness to 
deny pre-conceived notions, a kind of heuristic constructivism, and a yin-yang 
correlativity in which the importance of identities and understanding is stressed. “A 
nation’s identity is seen as being a work-in-progress through mutual interaction and 
norm forming” that resists Western scientific predictions. Sets great store on 
interaction with other countries and cultures.

• Both countries’ adaptive strategies in an “amorphous world of globalization”. 
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For example, Han dynasty 汉朝 206 
BC–220 AD
26% of global GDP; economic centre 
of eastern world v Roman Empire in 
western world.

Tang Dynasty 唐朝 618 – 907 AD
58% of world GDP v 2nd Eastern 
Roman Empire 9%; 3rd Arab Empire 
7%; 4th Ancient India 7%. 

Song Dynasty 宋朝 960-1279 AD
At its height 80% of world’s GDP but 
quickly declined midway

Yuan Dynasty 元朝 1271-1368 AD
30% -35% of world GDP

Ming Dynasty 明朝 1368–1644 AD
45- 55% of world GDP but late Ming 
Dynasty rapidly declined with famine 
and war

Qing Dynasty 清朝 1644-1922 AD
35% -10% of World GDP
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• The first emperor of the Tang dynasty, Kao-tsu (618-626 AD), continued 
reform begun earlier. Equal land allotment in return for taxes. 
Continued de-centralization. Monetary system of copper coins and set of 
laws, revised every two decades, that endured into 14th C Ming dynasty. 

• One of Kao-tsu's sons, General Li Shih-min, 李世民 succeeded in 
eliminating political rivals and established firm control of the Tang 
dynasty for a new Golden Age. 貞觀之治

• Small government enabled food surplus as relief during exigencies 
including natural disasters. Competitive civil exams re- introduced 
resulting in wise and effective meritocracy. 

• Externally, Turks defeated by 657AD, beginning 150 years of peace in 
the previously strife-torn Western region. 

• During era of stability and prosperity, woodblock printing and 
gunpowder were invented.

• Borders expanded far into Korea and central Asia. Silk Road trade 
flourished exchanging goods, ideas, and culture with lands as far west as 
Persia, Afghanistan, and the Byzantine Empire. 

• Capital cities of Ch'ang-an 长安 and Loyang 洛阳 became melting pots 
for diverse cultures and religions e.g. Zoroastrianism and Islam. 
Buddhism from northern India as early in 1st century AD reached height 
of popularity, developing distinctly Chinese flavour later evolving into 
Zen Buddhism. A golden age of art and literature unfolded. 

• Decline marked 2nd half of 9th century due to feuding factions within 
the central government. 
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Qingming Shang He Tu - Along the River During the Qingming Festival  
                                                         清明上河图



• Admiral Zheng He (1371- 
1433), a Hui eunuch whose 
faction found favour with 
Emperor Yongle 永乐帝 . 

• Seven maritime expeditions 
extended Middle Kingdom’s 
“tributary system” through 
trade and awe. 

• First voyage armada of 317 
ships with 28,000 crewmen. 

• Reached out to Brunei,  
Java, Thailand 
and Southeast Asia, India, 
the Horn of Africa, 
and Arabia. 

• As the eunuch faction 
waned, vogages stopped and 
vessels destroyed together 
with related maritime 
technology by Emperor 
Hongxi, 洪熙帝
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4-decked Baoshan estimated 440 
and 538 feet long x 210 feet 
wide.  Displacement of 20-30,000 
tons, roughly 1/3 to 1/2 modern 
American aircraft carriers. Each 
had nine masts with navigable 
square sails. Yongle 
Emperor ordered 62 or 63 such 
ships for Zheng He's first voyage. 
Another 48 were ordered in 1408, 
plus 41 more in 1419, along with 
185 smaller ships throughout 
these expeditions 



• As early as 1078, China was the world’s major producer of steel 
(125,000 tons); v Britain in 1788 produced 76,000 tons.

• China was the world’s leader in technical innovations in textile 
manufacturing, seven centuries before Britain ’s 18th century “textile 
revolution”.

• China was the leading trading nation, with long distance trade 
reaching most of Southern Asia, Africa, the Middle East and 
Europe.  China’s ‘agricultural revolution’ and productivity surpassed 
the West down to the 18th century.

• Its innovations of paper, book printing, firearms and tools led to a 
manufacturing superpower whose goods were transported 
throughout the world by the most advanced navigational system.

• China possessed the world’s largest commercial ships.  In 1588 the 
largest English ships displaced 400 tons, China ’s 3,000 tons.  Even 
as late as end of  18th century China ’s merchants employed 130,000 
private transport ships, several times that of Britain . China retained 
this pre-eminent position in the world economy up until early 19th 
century.

• China’s stable paper money economy, manufacturing and high yields 
in agriculture resulted in China ’s per capita income matching that of 
Great Britain as late as 1750.

Cambridge University Press, 2004
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“… With a weak China under corrupt and incompetent feudal rule, the 
Chinese nation was plunged into deep suffering. In the early 1840’s, 
Britain sent an expeditionary force of a mere 10,000 troops to invade 
China and got its way in forcing the Qing government, which had 
800,000-strong army, to pay reparations and cede the island of Hong 
Kong to it. After the Opium War, China was repeatedly defeated by 
countries which were far smaller in size and population.  …” President Xi 
Jinping’s address in Hong Kong for the inauguration of the new HKSAR 
Chief Executive, 1 July, 2017

In the First Opium War, decrepit Qing Dynasty naval junks no match for 
the Nemesis,  first British ocean-going iron warship.  
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Gov’t cleaner, army for the people More equal and dignified ideals More than the American Dream

Strong China
Civilized China
Harmonious China
Beautiful China

Robert Lawrence Kuhn, New York 
Times, 4.6.13
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Unbalanced, Unstable, Uncoordinated, Unsustainable

Middle-income trap  Aging demographics South China Sea conundrum Energy security

Tensions over inequality, injustice and human rights  
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March, 2017

*
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Ordos, Inner Mongolia  

Tianjin
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                                        Energy insecurity 

26



27

Overall Aim

• China to become middle-income country by 2020 - President 
Hu, 18th Party Congress

• From $5,500 in 2012 to $10,000 requires average growth < 
7%  - Not beyond reach

2030 – Joint World Bank Report with Development Research 
Centre of State Council 

• Hukou reform
• More inclusive growth - universal access to healthcare, 

education and housing
• Local authorities to be reined in (v land grabs, irregular 

lending, corruption)
• SOE reform 
• Reform financial system 
• RMB eventual full convertibility
• Green economy with cap and trade + procurement standards
• Responsible stake-holder in global order

*Harvard Kennedy School alum Liu He, 刘鹤 Secretary-
General of DRC, promoted to VC of NDRC in March, 2013, a 
rising star
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(Source – Lawrence J Law, Ralph and Claire Landau Professor of Economics, Lau Chor Tak Institute of Global Economics and Finance, Chinese University of Hong Kong, SCMP, 15 March, 2017)
ECONOMIC REFORM 
•“New Normal”
1.Growth target for 2017 revised to 6.5% (6.7% in 2016). Growth now stabilizing. 
2.Inflation target remains 2%.
3.Retail sales continue to grow at 1½ times GDP growth rate, suggesting re-balance towards consumption.
4.Net exports have dropped to only 3% of GDP, indicating non-reliance on exports and less concern with trade war.
•Unemployment rate remains low, at 4% (as apparently, many have shifted to self-employment) 
•> 13 million new jobs created p.a. since 2013, mostly in service sector (now 51.6% of GDP, indicating re-balancing) 
•RMB exchange rate now uses weighted basket v USD, reducing de-valuation and volatility, increasing RMB attractiveness as a store of value
•Trade surplus of US$600 billion p.a.
•Housing bubble, non-performing loans, and debt problems remain but appear controllable
•Government needs to take a more decisive role of correction to make the market to play a more decisive role, e.g. zombie enterprises 

ENVIRONMENTAL & SOCIAL REFORM
•Energy consumption @GDP dropped by 23%, CO2 emission@ by 29%, and water consumption@ by 33%
•12.4 million lifted out of poverty in 2016, another 10 million expected 2017, with complete poverty elimination by 2020. 

JUDICIAL REFORM 
•Judges to bear life-time responsibility for judgements 
•Mandatory registration of a judge’s contacts with officials
•On-going anti-corruption campaigns do not spare judges 
•“shangfang” 信访 (grievance petitions to Beijing) dropped by 25.1% in 2014, by 12% in 2015, and by 9.8% by 2016
•Introducing “cross administrative-district” circuit courts
•Some widely reported landmark cases - re-opening serious miscarriage of justice for re-trial – one death convict won an appeal with RMB 2.75 million 
compensation; RMB 22 million fine against an enterprise environmental offender; Michael Jordon won an IP infringement law suit
•Number of people held in custody for more than 3 years without charge dropped from 4,459 in 2013, to 6 in 2015 and zero in 2016
•Draft civil law in progress as a prelude to codification, covering non-profit and non-corporate civil entities, including relationship with the state. Express 
provision for individual property rights 
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Digitally programmable 
multi-functional buildings Waternet

Energy + Heat Co-generation 

Digitized transportation systems
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Local smart grid

Bloomberg (19 February, 2014), China spent more on smart grids than the U.S. for the first time in 2013, with $4.3 
billion invested, accounting for almost a third of the world’s total.

Smart grids to scale up natural energies 
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China has 36 nuclear plants in operation and 
sets out to build 40 more by 2020.  



Carbon Trading - Sept, 2012 -Enacted permits 
(~$1@metric ton = 1 billion mts = ½ whole EU 
by 2015) 

2020 -2050 
Targets (2012)–

Renewables 
(6.7%) –
16% - 45%;

Nuclear (0.7%) 
4% - 10%;

Fossil (92.6%) 
80% - 45%
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Circular economy law, 2008Study by US, France and China, July 2017 

•World leader in hydro (2014), in wind energy 
(2015) (1/3 of world), largest solar panel producer 
(2014), and solar energy capacity (2015) 
• PM2.5 overall peaked a few years ago, albeit 
increasing again n 338 cites in 2017
• Directive to limit coal to 58% of energy mix (64% 
in 2015) 
•Increased investment in renewables  to US$32 
billion in 2016 and US$360 billion by 2020
•Aims to use 20% non-fossil energy by 2030, while 
generating ¼ of world non-fossil energy to 2040. 
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McKinsey Global Institute, 
+ United Nations “The 
World’s Cities 2016” + The 
Economist, 9 July, 2016
From 2010 – 2025 – 
•    GDP of world’s top 600 
cities = 65% global growth, 
•China has 6 mega cities (> 
10 m); by 2030, 221 cities > 
1m; 23 cities > 5 m (v. 54 > 
1 m for Europe) 
•  China's urban dwellers 
56.1% of population. By  
2020, 60% and by 2030 
75% . . 
•225m Chinese earn 
$11,500 -$43,000 @yr.  
2020 total number > 
Europeans 
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• The  GDHKMC Greater 
Bay Area - Population = 
66.72 m, GDP = US$1.3 T 
(between Russia $1.366T 
and Australia $1.23T)

• This compares with 
Greater Tokyo Area 
Population=43.84 m 
GDP= US$1.8T and New 
York City Population = 8.6 
million GDP=US$1.7 T

• The GDHKMC Bay Area 
GDP=12% of China and 
20% of Utilized Foreign 
Investment 

• 9 GD cities = 85% of GD 
GDP
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1-2m extra births a year – child services scramble to cope
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• Third Plenum of 11th Central Committee, Nov, 
2013 – “Market to have decisive role by 2020” but 
Public ownership remains “main body” as 
instrument of state but with privileges to be 
chipped away gradually 

• SOE’s tribute to double to 30% by 2020

• Mergers to gain efficiency as S Korean 
–”chaebal”-styled “national champions” with 
mixed ownership e.g. Singapore’s Temasek 
allowing private investors e.g. in power utilities – 
public can invest in power grids and electric 
vehicle charging equipment etc 

• 90% of smaller SOEs completed re-structuring as 
joint-stock enterprises with board of directors 

• July 2014, Sinopec to sell 30% stake in 3,000 
petrol stations and 23,000 convenience stores. 
Sinopharm + China National Building Materials 
next in line.

• Private banks to become possible e.g. Alibaba 

• To liberalise prices of water, electricity, oil, gas, 
transport and telecommunications in due course 
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As state capitalism, China has huge 
systemic cushions. 
Exceptionally high corporate deposit 
holding (SOEs) = 90% GDP v  7% 
GDP in US.
End 2014, total bank deposits = US$19 
trillion while total loan book = US$14 
trillion. 45% of the bank deposits from 
personal savings while 50% from 
enterprises.
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• Marriott Hotel partners with Alibaba’s payment systems targeting China’s outbound tourists totalling 700m in next 5 years.
• Tencent capitalizing on big data for a credit rating system for its massive community of customers. 
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BAT 
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China’s Manufacturing Strategy  

•To be leading manufacturing giant by 
2049 (100th anniversary of PRC) 
•Marrying manufacturing and 
information technology
•Five Principles - innovation, quality, 
green development, optimizing 
structure, and talent.
•Milestones - 2025 and 2035
•To start with national manufacturing 
innovation centres, intelligent 
manufacturing, innovative high-end 
equipment, core electronic devices, 
high-end universal chips, numerical 
control machines and large airplanes. 
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                            Plan to lead in Artificial Intelligence by 2030
• State Council unveils plan (8 

July, 2017) to build AI industry 
worth US$150 billion, to 
match the West by 2020 and to 
lead by 2030.

• Chinese companies have 
become adept in AI and are 
already investing in research 
and development.

• Central government will set up 
a special fund for AI 
fundamental research and 
core technologies.

• US is the global leader having 
raised US$8.1 billion for start-
ups in the sector, according 
Venture Scanner, which tracks 
AI funding in more than 70 
countries. China ranks No 2, 
with US$1.1 billion raised, 
while the rest of the world 
combined registered US$3.1 
billion in funding to date. 
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                                        Massive poverty reduction 
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Over one million Chinese officials punished , BBC, 24 October, 2016 

?

?

 Under house arrest, 15 July, 
2017 



• Empowering the Central Commission for 
Discipline Inspection to fight corruption and 
power abuse 

• Enhancing judiciary independence by unifying 
authority over staff and property at provincial 
level

• Enhancing the power of people’s congresses 
(China’s parliaments) at all levels 

• Promoting “consultative” and “grass-root” 
democracy including public hearings and 
consultation on new laws (e.g. Environmental 
Protection) 

• “Labour re-education” system abolished 
December 2013

• Regulating local government finances (e.g. 
shadow banking)

• Promoting the role of public monitoring and 
grass-root social organizations.
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(Graham Allison, Destined for War, Can America and China Escape the Thucydides 
Trap?, Scribe, 2017)
•China’s growth (2015) = one Greece@16 weeks, one Israel @25 weeks
•One Rome (sq.ft) every 2 weeks
•½ US productivity = 2 x US economy
•Economy > rest of BRICS combined
• = 40% of global growth
•More high-speed rail > rest of world combined
•½ of world’s luxury goods (2015) 
•More US$ billionaires > US, several more @week
•STEM subjects, graduates (1.3 million p.a.) 4 x > US 
•Plus 300,000 more enrolled in US, 80% returnees 
• World’s high-tech manufacture – China 27% v US 29% (2014)
•Most industrial robots 
•Files 2 x patents > US 
•World’s fastest (5 x faster) supercomputer, using home-grown processors 
•World’s largest producer of semi-conductors, computer equipment and pharmaceuticals 
•2019 – set to overtake US in R & D spending
•World’s first quantum computing satellite 
•World’s largest and most advanced radio telescope
•China Development Bank > World Bank for development projects
•OBOR = 12x Marshall Plan 
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Connects Policy, Infrastructure, Trade, Finance and People-to-People with some 64 countries. 62% of 
world population. 30% of world GDP. Potential investment estimated at $5 trillion =  Many times Marshal 
Plan ($120b in today’s prices)

          OBJECTIVE

•To enhance global 
clout 
•To expand trade and 
new markets for slowing 
economy. 
•To channel excess 
capacity. 
•To facilitate RMB 
internationalization  
•To balance China’s 
regional disparities
•To balance against 
containment of China in 
Asia Pacific  
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• Silk Road Fund ( $40 b of initial capital),China 
Development Bank + Export and Import Bank of 
China.

• $113 b extra funding promised by Xi at OBOR 
Summit 15 May, 2017

• Since launched by President Xi in Kazakhstan 
2013, about 50 Chinese SOEs have invested 
in some 1,700 projects 

• Asian Infrastructure Investment Bank 
(AIIB)—registered capital of $100 b —and 
Shanghai-based New Development Bank—$50 b 
starting capital—also major financiers. In 2016, 
AIIB approved $1.7 b in loans to 9 OBOR 
projects.

• Investment of > US$900 b already committed for 
infrastructure networks.

• Annual Chinese lending (mostly commercial 
banks) to other OBOR countries around $130b in 
recent years. 

• China is also seeking financial cooperation with 
other OBOR nations including private sector. 
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• China contributes $40 billion to set up a Silk 
Road infrastructure fund to boost 
connectivity across Asia, through building 
roads, railways, ports and airports across 
Central Asia and South Asia.

• To focus on China's Silk Road Economic Belt 
and the 21st Century Maritime Silk Road 
initiative.

• To be "open" and welcome investors from 
Asia and elsewhere. 
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• World Bank president reserved for an 
American

• IMF head for an European 
• ADB – Japan’s voting power 2X China’s
• Bretton Woods institutions follow 

Washington Consensus – full 
privatization and liberalization of markets, 
exchange rate, interest rates, trade and 
investment, tight budget – Not working 
for most developing countries  

    AIIB - 57 Founding Member Countries including key US allies, $50b paid-in capital, $100b authorized capital
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• Representing 41.4% (3 b) 
world population, 25% of 
world land mass and GDP  

• HQ in Shanghai; African 
regional centre in 
Johannesburg 

• Inaugural President from 
India 

• Inaugural Chairman of B 
of Directors from Brazil

• Inaugural Chairman of B 
of Governors from Russia

• No veto power for any 
Member

• No increase in any 
Member’s share without 
other 4 Members agreeing

• Non-BRICS country can 
join but BRICS share > 
55%

• Authorized lending up to 
$34 b p.a., to start in 2016 
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                                  International Chinese arts 
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• President Abdullah Gul - two-day visit to Xi'an to receive an honorary degree, 2009

• Uighur riots in Xinjiang in July 2009, Ankara openly condemned suppression as  “near genocide” - 
Turkey’s de facto guardianship of ethnic Turkic peoples in the Caucasus and Central Asia after the 
breakup of the Soviet Union. 

• Premier Wen Jiabao -  a three-day official visit to Turkey on October 7-10, 2010 as the final stop of 
Wen's European tour. Announced joint goal to increase bilateral trade from $17 billion to $50 billion by 
2015 and $100 billion by 2020. The China Railway Construction Corporation (CRSS) is constructing a 
high-speed rail link between Ankara and Istanbul. Prime Minister Erdogan said Turkey intended to 
build a railway connecting Istanbul to Beijing as part of China’s grand plan to connect China by 
rail to Western Europe via Central Asia and Turkey.

• Visit of Turkish Foreign Minister Ahmet Davutoglu to China from October 28 to November 4, 2010. 
Reaffirming Ankara’s support of China’s “One China Policy” and Turkey’s commitment to control 
Uighur separatists operating in Turkey. 

• Unprecedented participation by the People’s Liberation Army Air Force (PLAAF) in a NATO aerial 
military exercise, code named “Anatolian Eagle” in central Anatolian Konya from 20 September to 4 
October, 2010.

• Differences over Arab Spring and Syria. China prefers holistic approach to Syria, often siding with 
Russia, while Turkey sides with NATO US. However, on Iran, Davutoglu declared during Beijing 
visit that “views are very close." 

• Former VP Xi Jinping visited Turkey in February 2012 and Prime Minister Erdoğan visited China 
in April 2012, first by a Turkish Prime Minister in 27 years. A “Year of China” in Turkey 2012, 
followed by a “Year of Turkey” in China. 

• For the first time in history, President Xi hosted Palestinian President Abbas on 6th and Israeli Prime 
Minister Netanyahu on 9 May, 2013. This augurs new Chinese proactive role in global commons. 84











McKinsey & Co, What’s next for pharma 
innovation in China, September, 2017
•China has stepped up investment in drug 
innovation in recent years, both in basic 
research and in industry research and 
development. 
•China’s pharmaceutical market is the second 
largest worldwide, after United States, reaching 
$115 billion in sales in 2015. 
•Further growth is on the way. China faces 
mounting medical needs—for example, it has 
114 million diabetic patients and more than 
700,000 new cases of lung cancer diagnosed 
each year. 
•Ongoing reform of the China Food and Drug 
Administration (CFDA) aims to accelerate the 
pace of pharmaceutical development in the 
country.





• President Xi at May 2017 OBOR 
Summit - “We should pursue the 
new vision of green development 
and a way of life and work that is 
green, low-carbon, circular and 
sustainable.”

• Green standards both in 
financing and construction.

• UNEP - environmental expertise 
runs from sustainable finance 
and clean technologies to 
ecosystems and sustainable 
consumption and production.

• Finance Initiative - to work with 
private investors to promote 
sustainable investment practises 
along the Belt and Road.



92

Bilateral Currency Swap Agreements 
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1. Chambishi, Zambia - copper and copper related industries.
2:  Lusaka, Zambia - garments, food, appliances, tobacco and electronics. 
Is classified as a subzone of the Chambishi zone.
3: Jinfei, Mauritius - manufacturing (textiles, garments, machinery, high-
tech), trade, tourism and finance.
4: Oriental, Ethiopia - electrical machinery, construction materials, steel 
and metallurgy.
5: Ogun, Nigeria, - construction materials, ceramics, ironware, furniture, 
wood processing, medicine, and computers.
6: Lekki, Nigeria - transportation equipment, textiles, home appliances, 
telecommunications, and light industry.
7: Suez, Egypt - petroleum equipment, electrical appliance, textile and automobile 
manufacturers. (completed in October 2010)
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                     (15) JVs to offer tailored-made programs for Chinese tourists  
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Between universities; China-Turkish studies, cultural exhibitions, sister-city relationships, joint youth festivals; 
and a Turkish think-tank on contemporary China studies
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