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Introduction: What in China’s experience is most relevant to
developing countries? 5|5 : EHREZWF, FARNELZRF
EREHENXH?

Three prominent views on why Chinese experience is not
relevant XT “"PFEZEZKAEN H=1TEBUS

An alternative view: China demonstrates the need to put
development first.

H—MREF: PEIERETULARATHOEM
Agriculture: Property rights and raising productivity
Rill: FRSRSES~E

Manufacturing: Industrial policy for the 215t Century
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6. Natural Resources: Capturing value-added
BHARIR: RSMMNE

7. Finance: Capital controls
Tl ST

8. Politics and the state: A powerful but limited executive
authority within the state
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1. China’sapproach to the strategic challenges of
development hold rich lessons for all lower and middle
income developing countries contrary to much thinking in

the West. F [E X} 15 & RV BRBREX B AN TR EARL S

7 REARHNFREANLRTEREEFENEEIER.
2. China’s experience confirms many ideas in early

development economics. H [E|Z TG UESE T R HAA R &5
PHIRZ I =




China holds valuable lessons for developing agriculture,
manufacturing, natural resource extraction and finance.
PEEARKIW. HiEl. BRZRRIBEMEHMT ERZ
HTERHERE

. Even China’s approach to political organisation holds
lessons for today’s developing countries. & % % 9 [E| 7EEL

HAOFHEHNARAENE THERYEREGREEIER.
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Everyone recognises that China has experienced phenomenal
growth, but there are profound divergences over lessons

BPAENREIREZR T EE/IEK, ERARNTHE
R FE™ E“ﬁa\lﬁi




1. “Perspiration not Inspiration” - China’s growth due only
to increased inputs, not increased outputs per unit of

inputs. “EIEFEMARRER" E| RN R T#%
A, mA zs%LL?ﬁ)\J:FtHE'JiWJH

- Daron Acemoglu and his colleagues in their recent book, Why
Nations Fail, essentially revive an old argument by Paul Krugman
in his famous 1994 article, “The Myth of Asia’s Miracle” 1A, - A
RBEMEHNESENIEHREE (ATABHERSEN) , £
)}ﬁﬂ]ﬁ REKIBERD - REBRE194FHNZRANE “TMFTIER
} 3 ’) :

- Krugman said the “developmental states” of East Asia were no
more miraculous than the Soviet Union of 1917-1970 “=E1& =15

t, RIH “RRBEZR" FAL1917-1970F B Y 71BL EHFT
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- Growth was entirely dependent on a continual increase in
inputs (more machinery, more infrastructure) in contrast to
the West where sustained growth depended on technological

advance IXLE[E

%E’Jiﬂﬁ'ﬁtxém'fz@ﬁ?x)\E’J?#Qﬁ—imﬁﬂ (B%

. BESEANE) , MAERAADERIPHFEERARE

LI FFLEC,

- Krugman argued: in East Asia not only more machinery;
more infrastructure, but also more workers, with more

education. TERESINA, BRI ALEREEZIW. %
HKihwghe, 28R ZHEESHE/KERNTIA




- In Asia in general and China in particular, Krugman and
Acemoglu and his Colleagues argue: T 2R SMAERRELH

ﬂ—aﬂ]%jj AEENI MR 2P E:

* No increase in efficiency (in output per unit of input) and /% &

M (RARARZH) ARG ;

* no reason to put in question laissez faire economics or to
promote selective industrial ohcy S BIEHREEEBEEFE
&Ei’ﬁnﬂ EFE R Tl BUR

* the Western model has the advantage because it is more
innovative and technological innovation is not on the cards for
China, especially because of the suppression of individual rights

and creativity. E AR BMER, BAECEECFH, ﬁ'ﬁi‘H:
I ESRIENZ B SSIMBIARCHF, FAl=2BETHEXD ANFIFE)
1= EF
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Absence of liberal democratic institutions makes China

vulnerable to crises: EHR EHIERNBRKEREZEBRE
-

- Acemoglu and his colleagues make this argumentfi ZE Zi2 & & H
EIE1¥r iz W = ;

- So too does Paul Collier, The Bottom Billion (where he argues the
Chinese revolution was an unnecessary episode of violence){&

T - BARE (RRENI0ZA) —BhtFds (A AHTE
NEBSE—IIILENRTD) ;

- So too, though in a slightly more modest way, does Dani Rodrik
who says that India’s institutions (rules), as they are liberal
democratic, are more resilient than China’s #4/2 * T {& 8B 72 th#F1X
HRU R, REMIRIAR AR, IAAENERSIEL S ERE
NAEE, FAERBHRER.




3. China’s civilisational legacy and demographics make

it unique P ERXAES S A OFFEEREBEBRHR MY

- There is no point in trying to reproduce what China has

accomplished 1 Bl EEUS I AELINIA B I 2 Z = XAY
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Mobilising resources on such a scale is itself a lesson to
learn: Even if Acemoglu et al and Krugman are right, for Joe
Stiglitz, the mere capacity to mobilise resources on such a scale as
in the Asian Tigers and China represents an achievement that
merits emulation in other parts of the developing world. @1tk K
RPN FBRKTIR, XESRE—MEFFINZW: N2

X - IR A, BMENERRENZEREFANULE
IEFARY, SEM P/ El R AR E 0t KR A sh FnZA LR 35,
gﬁ—ﬁ%ﬁ%ﬁ%-ﬂ&ﬁt, ESEM LR ERMMXEZWGF
East Asia and China have survived crises: There is little basis to
conclude that India’s liberal democratic rules without social
transformation are more robust than the institutions of the Asian

Tigers or China REMPE S LR INELRBHL: wAjﬁEéé?iAi?
RIRYEN E B B R 35 B BL I M P9/ A2 2% = [E B9 51 B 5 fnfa e,
—ZER LRI NMERIAY
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3. Civilisational legacies were once used to explain the
backwardness of Korea and China: The KMT presided
over arent-seeking and disintegrating economy when it
ruled on the mainland in China, as did Syngman Rhee in

South Korea. jcﬂﬂﬁ%@f'&'ﬁﬁ’fﬁﬁﬁ *ﬁﬁi'
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4. Finally, China is making strong technological
advances in every domain of economic activity: there is
already evidence of a shift from extensive growth to
intensive growth. FHIb,
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1. China’s strategy of state-shepherded capitalism follows the
hlstorlcal experience of most countries who engaged in “catching
up” development: 7 [E E|ZK ¥ FBI g5 7 = X HIRKRE IR T SETE

“JE; - iﬁﬁﬂ’]k%ﬁl E R A ELEW

* Documented in the early works of Alexander Hamilton in the
US and Freidrich List in Bismarck’s Germanyl [f LLIK - N Z /R0
WXEMFBREES - FHFEZAEENFRAZ(FPi
1T 7 fids ;

* Explained in the writing of Karl Polanyi (The Great
Transformation) who showed markets are unnatural and both
their formation and survival depends on states </R- i = E )=
1 CAARE) ) JUbET [ #ERE, 15EmIAHIFB R KA,
TR IS B & R R T E 2%




* Explained by Alexander Gerschenkron (Economic Backwardness
in Historical Perspective) in every era the state must play a role in
“catching up’, but WHAT the state must do is different at each

point in time. LAWK 8B R L ( (LFERNALEMR) ) B
BRE, 370K, ExEemir B8 F4EFEH, BERE
KEFNHERECINEZHNSEEBAAERN.




2. China’s experience in “catching up” confirms some of the
important propositions of the “development economists” of the
mid to late 20" Century: FRER “EBHE” LIEUESE T 2022
FHR “ZREZFFER" REN—EEZRIK:

* Rosenstein-Rodan (1934): Industrialisation of underdeveloped
countries is not only in their own interests but those of the rest of
theworld; Z#&H&HERE - TH (1934) : XAZERB I LA
REFXEERBFNFZE, BRFHFEMBMXAFIE;

* Arthur Lewis, Nobel Laureate, (1954): tapping the supply of
labour in rural areas for development 1% DI/REFRIGE [ E X5
B (1954) : FIRARFMXAFHHLERIINLRE;

* Albert Hirschman (1956): creating backward and forward
linkages to promote internal economic integration X {H%F - i

' (1956) : BlERIEAMEREAS, (RHNIBHNEFES.




3. China has addressed the strategic problems of
development, offering an alternative approach from the
OECD in relation to agriculture, manufacturing, natural
resource extraction and political organisation of the state,
from which developing countries can learn. H[E &2 & fi#
RY % RREIE E’Jﬂﬂilﬂ%fﬂ%ﬁ, A, Sk, E@Vﬁ/}_
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e Ensure that those who have wealth invest it in productivity-
enhancing activities rather than in consumption; f#{&x M =EHE
EREMEREZT AR SE ~MERAEDTR, MAZHTIHSE;

* Ensure that wages do not rise faster than productivity, BUT
ensure wages rise enough to provide a market for expanding
manufacturing; R T £ E‘Jfﬁéﬁ KIREANBIEE FRpyigic, B
EH#&%’&%@I’%E‘J%%*SFEElz)(?’ﬂf KAV HE A R HH 2R

. Properg rights must be defined to ensure both these outcomes;
PR A B2 R IX L HFRAY SEEN ;

» Internal economic integration - NOT AUTARKY - is central to
BOTH producing competitively for international markets and for
domestic growth and human development. REREIEFE &S
A2 B B B — 0 TR E frii L B0ES & SR STHLE Pt &
SAXEZREAZEREREM.




e China has successively and successfully
altered property rights in ways that have
created incentives for investment in activities and
processes that have led to growth, productivity
increases and poverty reduction: H[E Q& %E
PRINMFT T RO, X—ABAMBER AT
25718 £ RRESME R N —RFENFIE
=ERE T IRAETN T

* Initial land reform - Fan Shen (William Hinton)

and cooperative movement; & 4] Y+ i E——
(B5) (&T) MEEREH

FHISIIH

l-'urr.-




e *transformation of property rights and
removal of moribund actors’ control over
land - whoever they may be: landlords, tribal
leaders, state — to encourage growth and

human development. = AY4EEE LK HFR
ABLERTE . AE=T R EEXT T HRYIEHI—

—HE . SRR
K&

x
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i _china showed how to

E
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1.

reap benefits of surplus rural labour:

EWHFRR T EENRFARRFNNIFIREF @:
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China mobilised advantages of what Arthur Lewis
called the subsistence income level of surplus labour
in agriculture, which set a low ceiling on wages in the

modern sector. P EFE 7 & IF T X 5 HrEr i AU R A Fl £ 55

N K RIS, B0 R BRI TR

HY T 85 TR
The modern (industrial sector) was therefore
developed in a highly profitable manner and profits
were reinvested to achieve high growth. I ER ] (Tl

2RID)
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/ my of labour in China today is a testament to
China’s successful mobilisation of surpluses in the
past, providing a clear confirmation of Lewis’ ideas and an
important lesson for economies in Africa marked by
subsistence production in the countryside. = 5] [E F 5 /]
MR R L EPERINERFRFEN DB —DNE, BE
XF X1 23 By 3 T Tg%%%ﬂ,&hu&ﬁmmmiﬁ
AFHERAEMNE SR T EEZRW

- In the future China has to increase wages and domestic
demand and invest in technical progress to avoid a Latin
American style “middle income trap” (World Bank, China
2030 cited in Martin Wolf, Financial Times 21-03-2012) 133&,
P E SRS LFIKE, i}‘jtliﬁ'i, XTI TR,
Bk R T EMAPALLD “chZU AR (BT RIRK,
20124E3R21 HERE (ErtETIR) , 5IBHEHFIRIT € 2030
FRFRED )




Manufacturing: Industrial policy for the 215t Century

China has demonstrated the
advantages of an active
industrial policy that creates
incentives for investment in
_activities with increasing
..aseturns and forward and
backward linkages. H[EE2 %

R TR T BRI
XFPEITR AT 'ﬁzﬂhﬁ@m
TN, FHERTAEENAY
UL FOETE . [REBELE.




>. Example of Spanish wind
turbine company Gamesa that
was required to train local
businesses to provide inputs.
China’s own firms now
dominate, but Gamesa is happy
for profits from a smaller share

of the Chinese market. @Iﬁﬂ:
X BB A EIRCEMENSIE, B

SIS Bl E Tmhir‘
A . HEREB SIS
BT ESHAL, BEIRENT
SRR T MR E T IARER M B
HRSk 15 A5




3. Mostdeveloping countries do not have the leverage
that China has to compel foreign investors to source
inputs locally, but the lesson can be adapted to local
possibilities. X Z# &R P ERHNMNEFERPEXFERFEE
i B3 E FI R Z|§‘ R AR, BREXPNREA
DNESE: =W Yk

4 90§trast Malaysia to the Philippines XLt B3k A ¥ 53E

* Malaysia has pursued an active industrial policy in

conditions less favourable than China while the Philippines

has shunned industrial policy under World Bank advice:

Malaysia is industrialising and the Philippines is

deindustrialising. &R I E AN K P ERMEFHE THET

R DAL B, WA EeNZEt BRI TR I T T_

%Léﬁflﬂi DR A AT Tolifk, TIERERl 2 7R Tl
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5. As Gerschenkronargued, there is always a place to
START industrialisation and that place is different in
each era; WIS EHR TR, LTIk 2B/—NKim A,
BASMEHMCEBFRALE.

* it is clear that industrialisation must be put back on the
agenda of the poorest countries in SSA. %8, E&FE
AR RIAREAE M X E 2K, Tl fbwssnEl)FR)X EE
KAV A RINIZET




1. China shows the way in managing natural resources,
capturing the value-added by promoting processing and

productive processes domestically. 7 [E

MIFMEREFSIZREE
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* “Rare earths” policy (severely restricting exports of
unprocessed valuable minerals) has raised the ire of
OECD countries, but is strategic to China’s climb up the

R (ERBIRFIARZM IS

value-chain. “#% 1
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2.

While many developing countries do not have the
leverage that China has now, they can incrementally
capture 1ncreasmg value-added from the minerals in their

soils. RERZARFTERHNMNEZHFEINEMBEINE

w71, ERENEEAILUNB T FRIETELIRS
&S HIMINME.
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| Zambia # W (DiJohn,2010) |Botswana H*KZ (DiJohn [
and Putzel, 2009)

- The ruling party, UNIP, under The ruling party, BDP, forged an
pressure from elites took over direct elite bargain initially among cattle
management of copper mines ranchers that promoted state
despite lack of management economic management capacity

capacity; ZEfE =M ERE ST, # (before diamonds were exploited).

BE—BARMINTE, BFT ABRE—EREHRIE, B4

XA RN EREEE, REER HERHWIAERENER THEAE,

ZETERE feift T ERMEFEIERES] (FEh
AFKZAED

Proceeds used in patronage that When diamond mining began

maintained peace but led to sharp  proceeds were reinvested in
decline in mining production. 4§ infrastructure
WA TP EFREFHFAFE, HE (Nota “resource curse” but a
SFHETH E~HREIRE “blessing”.) = $hAF R IRHIATIX,
IRIFHIU TR BT 2 T & Al e
(A2 “&RiFAR” , TE—#
“thaa” )
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1. Restricted access to China’s financial system has been
pivotal to insulate the economy from the vagaries of

ﬁnMZIS %’EN&H’J PR Il X T
Jﬂ_ﬁﬁ%/?’ﬁ_xﬁiﬂﬂﬁzliuwzﬂﬁﬁ BAETEAREIER:

* South Korea and Taiwan: state played an important role
in directing credit to increasing returns activities; &% [E] F0

short-term capital flows:

2 i
=pR
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< Malaysia, Chile, India confirm the importance of
controls over finance, even for incremental

developmental progress. 5 & 7 1

v B ENERYAITF

WESE T R EHIRVERM, BMERR T NSRRI L
RN




2. Whatever the wisdom of China’s incremental moves
towards financial liberalisation today, its successful
maintenance of strict capital controls during its
formative development experience was essential to
avoiding the pitfalls of short-term foreign capital in other
developing countries. o1t # [E 4 X &A@ &/ B HILRYAT
HEALAAFEFNEE, CELRNM IR
RFF T IR 5 ZMI%U X — R X T E fth % R 5 [E| K8
RFEEAEIN ZARNPEH 2R LER.




Bie5EX: RKANEB—1TFH8, FBEFARZEIH/ML
BY B AR EX

1.  Most OECD countries have actively promoted swift moves to
competitive party elections and formal democratic rules in
developing countries. X 2% #2 & 402 E KA 4 & E R FRIHE
HEEFERBGIREMERNNRESA

2. Chinese experience shows that more important is creating
an executive authority in the state that is powerful enough to
enforce elite and non-elite compliance with state rules, but
limited enough to prevent abuses of that power: 7 [E|AY 2255 3R,
EEENEEERPEIL—TMHBUE, BB EBRIN 6T
fBRAMIEBRM EIMNTERSG A, 1BRNXZ 2757129 Lk
R -



5 / —
* Executive authority ensured that: $l BU Bk -

(a) wealthy people invested in productive processes to
safeguard and expand their wealth and 1 Z i |Z BE 15152 55
4 I IERRERT KEEHVE;

(b) wages in line with productivity increases and social claims
on the state in line with state resources | $X 7K 54 F2 34 1%
KHEMFE, HRIFKRKSERZFEEFTE
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* Executive authority was limited, or kept from abusing its
power: HEINEEZE|HIZIRY, SEESWMLENIEHR:
- China was surrounded by a hostile international
community and needed to deliver success or see its
government lose legitimacy among peasants, workers and

professionals. 7E[Efrft= L, HESTAFIREPFRIMES,
EFRBEREAT, BURMSERR. TAMEBIAGRERE
BT &R

- Inclusiveness of the Chinese ruling party has ensured
that dissenting voices could react to the worst abuses of
executive power when they threatened the future of

development. 5 EHL B MY AL S M RRIR T 24 HUEAL 110 B
gmm&&w 5 XTI S B X 5 4 MR I PR L
AVAR




- Lower level and middle level cadres of the CCP have
played a central role as interlocutors between the state and
the people and vital channels of information from the
grassroots to the pinnacle of power in the state. #7 [E] 1/~ 5%

R ETEMEETEMEAE %%AEZIE?E’JRT%%%MEb
EFERTENEZRREMAZFEEREIER.

- What has been decisive is not the particular form of
political organisation, but the way organisation has built
effective but limited power within the state. 22 4+ 1EFHAY
A EREGRHALANFIERN, MEBREERPEILERIHY
BN NZEIFILRIFTN.
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1. Chinese experience does not provide a “template” for the
Least Developed Countries to apply, but its experience
provides many lessons for addressing the strategic issues

of development.

— AU FRY “fRR
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ImBY 22 A g Rl R e IR %200 .
2. China provides vital lessons for the management of

agriculture, manufacturing, natural resources and finance
in ways that promote economic growth and human

development. ZEXT AR M, Sl gf"kfﬁ/)_fﬂﬁ:nﬂll_

ITEE., LUEHSFIERKMAXLRSH,
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3. China’s experience shows how important it is to create
effective but limited executive authority within the state.

FENAZERI T EERPEL—PTEU. FEITXF
2| H 2B B EZE M

4. China’s experience suggests that focusing on developing
production is more promising than focusing on MDGs
limited to social welfare programmes. 1 [E| Y2 15 3R EA,
ZREFEIEKREITFELRBREAIEKRNLS@FIINE
AR E X
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