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A
new era is dawning in China:
that of the consumer.
“Historically, China’s market

growth has been all about man-
ufacturing for others, for export. Now the
domestic market will be a trigger for
growth,” says Janet De Silva, dean of Ivey
Asia in Hong Kong, the Asian campus of
Canada’s Richard Ivey School of Business
of the University of Western Ontario.
“There’s a sizable middle class that’s dis-
persed throughout the country, and that
will drive consumption and create oppor-
tunities for growth.”
China’s growth of 10% a year for the

past decade looks set to cool down, but
just barely. Long-term projections by
economists at the Asian Development
Bank in Manila forecast 7% to 8% annual
growth over the next decade, slowing to
6% to 7% during the decade after that.
“Undoubtedly, there is no economy in

the world that could always maintain a
10% GDP growth rate, but accelerated
urbanization [still lower than 50% in
China], a high saving rate and other
engines behind the economic develop-
ment are still here to stay,” says Hu
Xinzhi, general manager of the strategic
planning department at Agricultural
Bank of China in Beijing.
By 2030, China could become a

high-income country, says Juzhong

Zhuang, deputy chief economist at the
ADB. “However, China faces a number
of challenges.”
The challenges include reducing its reli-

ance on exports and stimulating domestic
demand to address economic imbalances;
reducing income inequality between rural
and urban households and also among
regions; shifting away from dependence
on low-cost labor and toward activities
with higher added value; improving pro-
ductivity; and using energy and water

resources more efficiently, he says.
These challenges are no secret to

China’s leaders. The 12th Five-Year Plan
(since the revolution of 1949, China has
presented a new plan every five years; the
latest one was unveiled in March) focuses
precisely on those points. For example,
the goal of building up an electric car
industry aimed at supplying domestic
buyers while also addressing energy effi-
ciency; a rise in domestic consumption is
stated explicitly, as is a 13% average

annual increase in the minimum wage.
“China’s leadership really has the

Chinese citizen’s economic best interests
in mind,” says Louis B. Schwartz, presi-
dent of China Strategies LLC, a consulting,
legal and business intelligence firm based
in Pittsburgh. “Their legitimacy is gained
from the continued improvement in the
standard of living of the average Chinese.”
Rural poverty has been declining,

although millions of Chinese remain very
poor, but China’s achievement remains of
historic proportions.
Now, workers’ salaries are rising faster

than economic growth, making people’s
income a larger portion of the national
income, says Mr. Hu of Agricultural Bank.
“In the first quarter of this year, consump-
tion exceeded investment and became the
No. 1 contributor to GDP growth,”
accounting for more than 60%.
China’s big expansion of its road and

rail infrastructure aims to encourage man-
ufacturers to move inland by improving
access and lowering transport costs.
“Different parts of China are at different

stages of development,” says Ms. De Silva
of Ivey Asia. “Shanghai and Beijing are
moving toward more mature market stan-
dards. They’re moving up the ladder in
information technology, R&D, more
sophisticated engineering.”
Sichuan province, the gateway to

Western China, and its booming capital,
Chengdu, are focused on mid-level
manufacturing, with low-cost manufactur-
ing to the west. However, “five years
out, it’s going to be even further west,”
she says.
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Domestic consumption
to bemain driver of growth

INVESTING IN CHINA

China could become a high-
income country by 2030, say
analysts, but challenges remain.

“There is no economy in the
world that could always maintain
a 10% GDP growth rate, but

accelerated urbanization, a high
saving rate and other engines

behind the economic development
are still here to stay.”
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TACKLING TRANSPORT
WITH AN EYE ON
THE ENVIRONMENT

“I f you want to get rich, build the
road first,” goes a well-known
Chinese saying.

As the income of China’s popula-
tion has risen steadily in the past few
years, the country’s road network has
been expanding rapidly. China’s
motorways have more than doubled to
74,000 kilometers at the end of 2010,
from 33,000 kilometers five years
earlier, while the total for all public
roads has risen 19% over the same
period to just under four million
kilometers. The country’s highway
network is currently the second
biggest in the world, after the U.S.

“The Chinese have embarked on a
program of building roads, express-
ways and other infrastructure that is
bigger than has ever been done in
history. It has contributed to China’s
competitiveness,” says Tyrrell Duncan,
director of the transport division at the
Asian Development Bank in Manila.

Despite the growth in road construc-
tion, however, China is wary about
embracing a car culture. On the one
hand, car manufacturing provides jobs.
On the other hand, Chinese leaders
worry about pollution and dependence
on foreign oil. So China is pushing hard
for sustainable alternatives.

Chinese cities also are experiment-
ing with projects from bike sharing to
electric bikes to urban planning that
favors pedestrians over cars. “Local
authorities try something and see if it
works and then they pass the word,” says
Mr. Duncan. “It’s not just that they’ve
been told to do so, but they are very
eager to take up the latest best practice
once it’s been tested and shown to
work in China.”

China announced last October it
would spend 100 billion yuan ($15.46
billion) over 10 years toward production
of one million electric vehicles annually
by 2020. China overtook the U.S. in
2009 as the world’s largest car market,
but still has only 37 vehicles per 1,000
people, compared with more than 800
vehicles per 1,000 people in the U.S.
That means it isn’t pushing against
ingrained consumer experience.

Meanwhile, China has “unusually
high usage of railways and inland
waterways compared to other countries,”
which are vital to reducing carbon
dioxide emissions, Mr. Duncan says.
Waterways tend to carry bulk com-
modities, while rail transports both
commodities and passengers.

China has the world’s largest high-
speed passenger rail network, which it
plans to enlarge to 16,000 kilometers
by 2015, linking many of the country’s
bigger cities. High-speed rail isn’t seen
so much as an alternative to road
transportation but to air transport.

“Generally speaking, China is one of
the most exciting countries in the field
of sustainable transportation,” says Mr.
Duncan. “That doesn’t mean the picture
is all rosy. It faces a lot of problems.
But what we see is that authorities at
all different levels wish to make
transport more sustainable.”


