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Focus on China’s role in global econom

Editor’s note: The World Economic Forum will be held in Davos, Switzerland, from Jan 17 to 20. The prospects for the Chinese economy and how
it will intertwine with the global economy against the backdrop of increasing uncertainties will be among the topics to be discussed at the forum.
We interviewed international experts to share their outlook on China in 2017.

1. china’s Central Economic Work Conference said the
country will continue to push supply-side structural
reform in 2017. How do you assess China’s achievement in

that aspect so far? What are the most urgent tasks that
China must carry out this year in order to push forward its

structural reform?

Duncan Freeman,
research fellow of the EU-
China Research Centre,
College of Europe in
Belgium

China has begun
to lay the ground-
work for tackling

supply-side reform, and has
made progress in major prob-
lem sectors like steel and coal
by reducing capacity. Resolv-
ing the problem of supply is
crucial not only for the domes-
tic economy, but also for Chi-
na’s external economy. The
key long-term task is not sim-
ply to remove overcapacity,
but whether the structural
factors underlying the crea-
tion of overcapacity can be
resolved. This will require
reform of the existing incen-
tive system that encourages
investment in sectors where

overcapacity exists. This will
include the financial and also
administrative incentives that
have encouraged support for
economic sectors with over-
supply.

Following the crisis
in the US and the
European Union in

2008, China has been the larg-
est single contributor to global
growth, much bigger than any
other major economy. Even
with slower growth in China, it
will continue to be the largest
contributor to global growth
and will thus be a major factor
in maintaining economic sta-
bility. A somewhat slower

2. Based on IMF forecasts, it is calculated that China's
contribution to global growth this year could be more
than 30 percent, much higher than that of the United
States. How do you look at China’s role as a key driver of
the world economy? Will its economic restructuring and
expected growth slowdown this year affect that role?

growth rate will be less impor-
tant than structural changes.
The restructuring of China’s
economy will change how its
growth impacts the rest of the
world. The reduction of invest-
ment in traditional key sectors
will reduce demand for the
inputs they require, while con-
sumption growth will create
new areas of demand. The
increasing role of services in
the economy is already having
animpact on its external balan-
ces, as service imports are ris-
ing rapidly, including tourism.
Since the crisis,
China’s growth
has been increas-

ingly dependent on internal
rather than external factors,
especially since the impor-
tance of exports for the Chi-
nese economy has declined.
The key to maintaining Chi-
na’s internal growth will be
to ensure that domestic eco-
nomic conditions are
improved. This will require
continued policy focus to
deal with underlying struc-
tural problems in the Chinese
economy. However, China
will face major external
interlinked economic and
political challenges in the
coming year as the global
economic system increasing-
ly comes into question. The

challenges in the major econ-
omies in the US and the EU,
manifested in events such as
the election of Donald Trump
and Brexit, will raise ques-
tions about the sustainability
of the existing economic
order. For China, a key policy
question will be its role in the
global system. The challenge
will require responses at the
multilateral and bilateral lev-
el, but will also place
demands on China’s domes-
tic policies, as the impor-
tance of the Chinese
economy will make domestic
policy decisions increasingly
critical to the sustainability
of the global system.

Fredrik Erixon, director of
the European Centre for
International Political
Economy in Brussels

China has made
significant
progress, but still

has a challenging reform
program ahead. Like other
leading economies, it needs
to expand the space in the
economy for competition,
innovation and entrepre-
neurship. It is investing a lot
of resources in order to raise
productivity, but such invest-
ments are increasingly hin-
dered by the way markets
work and are regulated. The
transition from industrial
production to services would
be helped by reforms that
would open up the services
sector for more competition.
Finally, the financial sector
needs to be subject to new
and better rules — preferably
anchored in a new macro
framework — that help to
stabilize the financial sector
and deter misallocation of
resources into real estate and
other sectors.

China’s role for
global growth
will remain

strong, even if it will moder-

ate a bit as some other large
economies notch up their
growth. The most impor-
tant thing about China for
the world economy is that
its growth is sustained over
a long period of time, and
restructuring the economy
will support that.

China’s rates of economic
growth have already come
down substantially from
the levels it had some years
ago, and that decline affect-
ed, of course, the world
economy. But it was possi-
ble for other countries to
adjust, and that should
work in the future as well,
even if it means that some
countries with  strong
exports to China will see
growth declining further.
Generally, every economy in
the world will have to adjust
to the decline of the global
growth model of the past 30
years — driven predomi-
nantly by global trade and
investment — and move
into a new model based
more on innovation.

structural

A 3 growth slow-

down and I expect that, even
if it has stabilized in recent
years, there is risk that it will
decline further as China is
confronted with strong eco-
nomic headwinds, both
domestically and from
abroad. China has set out the
right type of reform track in
its past five-year plans, and
they take aim at reforms that
will help to propel more
competition, a greater role
for the private sector and an
expansion of the services
sector.

China is in a

M. Solomon senior fellow
at the Peterson Institute
for International
Economics in Washington

To me, supply-
side  structural
reform is all about

improving efficiency. The
most urgent task is to slim
down the money-losing firms
by reducing their claim on
fiscal and financial resour-

ces. This has the added side
benefit of slowing the growth
of credit and reducing finan-
cial risks.

Yes, China is still
contributing
about 30 per-

cent, more than it did when
its growth was more than 10
percent in 2010. This is due to
two factors: First, its econo-
my is much larger, and, sec-
ond, global growth has
slowed quite a bit.

I am not expect-
ing much of a
slowdown next

year, it should be in the 6 to 7
percent range. Maybe it
would be less than this year’s
likely 6.7 percent, but a fall of
a couple of tenths of a per-
centage point is not really
much of a slowdown.

Al

Statements made so far
show that China’s leader-
ship is aware of the issues
and the need for reform. This year,
there will need to be more action in
terms of reforming SOEs to operate
under market conditions. In addition,
there will need to be more attention
paid to a graduated solution to China’s

corporate debt problems.

There will inevitably be a

Rana Mitter, professor

o/
Mauro F. GuiIIen;a
professor of international
management and director

A

managed carefully.

of the history and trade-off between manag-
politics of modern China ing to achieve a smooth but
at the University of slower rate of growth in China and its
Oxford role as a driver of the global economy.

However, uncertainty will also be dam-
aging, so China’s economic leaders will
need to make it clear what their intended short-term economic
plans for reform are in practice.

There are likely to be new opportunities in the US
market as the Trump administration switches to
infrastructure promotion, even though this is likely to
promote inflation. China will need to maintain strong growth in
domestic consumption, but should be wary about simply pump-
ing more cash into creating easy credit. A graduated policy of deal-
ing with debt will, inevitably, lead to a slowdown, but it should be

of the Lauder Institute at
the Wharton School of the
University of Pennsylvania

in the Chinese market.

Robert Kagiri, a leading
economist at the Africa
Policy Institute

Al

China is on track with its
reforms as it continues with
its supply-side structural
reform. In order to push forward in this
direction, it will need to redefine and
transform the role of the government in
resource allocation. There is also a need
to control and rein in debt levels and
stabilize its currency.

China will continue to be a

key driver of the world

economy. However, its eco-
nomic restructuring and economic
slowdown will marginally reduce that
role, though it shall continue to be the
key driver of global growth for at least the next five years. Its eco-
nomic restructuring and expected growth slowdown this year will
therefore not shake that leadership role.

China’s growth prospects will continue to be positive
this year. For China to maintain stable growth while
accelerating reform, it will need to improve quality
standards and innovations that are responsive to market needs. This
involves upgrading its traditional industries to the highest global
standards and development of a modern competitive service sector.

A

tionist.

The Chinese
economy has not
only become a
manufacturing power-

house, but it has become a
service economy. China will
need reform to ensure its
economy grows. So compet-
itiveness is important. Until
now, China has been com-
peting on the basis of rela-
tively low wages, so from
now on, it will compete on
the basis of innovation. Chi-
na has been doing well in
certain industries such as
telecommunications, but it
still has to do more in, for
example, energy and retail,

There are many other areas in the next year or two that
may need more reforms. One is the financial services and
banking sector. The other one is to make sure that the infra-
structure for the domestic consumer market develops, so
that the Chinese economy can be more balanced over time.

The problem with the domestic market is that there are
all sorts of regulations, not only at the national level, but
also at provincial and local level. They will need to be bet-
ter coordinated to make sure the domestic market is big
and efficient. That should be the goal of reform when it
comes to distribution and retail.

Emerging markets have been contributing to

most of the world’s growth. Japan and Europe,

and recently the US, were not growing that
much. China used to contribute more than 30 percent to
world growth, which is still quite large. It's positive. It’s
really important for China to continue growing, but with
less exports and more domestic consumption.

As China grows more through domestic consumption,
that will also contribute to global growth. It’s just that the
source of growth will be internal rather than external. It’s
the best way to make sure the Chinese economy contin-
ues to grow at a rate of about 6 to 7 percent.

The growth rate in China will probably be
between 6 and 7 percent. Depending on the
outcome of some events, like the elections
and the timing of the Fed’s interest rate increases, the
Chinese economy could grow a little less or a little more.
It’s important to continue the structural reforms, espe-
cially to reduce China’s dependence on exports as a
source of growth. One important issue will be that US
president-elect Donald Trump has been talking about
protectionism. It’s important for the Chinese govern-
ment and companies to keep their options open and to
have in mind alternative markets in which they could
sell their products in case the US becomes more protec-

3. The world economy is faced with uncertainties, such as
expected trade frictions, interest rate hikes by the Fed, and
elections in Europe. Against that backdrop, how do you
foresee China’s growth prospects next year? What are your
policy suggestions for China maintaining stable growth
while accelerating reform this year?

Song Won Sohn, a
professor of economics at
California State University
Channel Islands in
Camarillo, California

China  has

been  mak-

ing progress
in structural reforms,
but more needs to be
done. First, the transi-
tion from investment
and exports to domestic
consumption must pro-
ceed at a faster pace. Sec-
ond, China’s corporate
sector is too leveraged,
presenting danger to the
entire financial system.
Third, the private sector
should grow faster at the
expense of State-owned
enterprises. Last, the
financial market reform,
which has gone well so
far, must continue.

As  China
contributes
so much to

global economic growth,
how the Chinese econo-
my performs in 2017 is of
crucial importance to
almost every country
around the world. Most
likely, China’s economic
growth in 2017 will slow
to around 6 to 6.5 per-
cent.

While economic
growth is important,
structural reforms are
equally important. The
government must bal-
ance the two objectives

carefully.
A3 theriskis on

the down-
side for China’s economic
growth in 2017. Both mo
netary and fiscal poli-
cies have been fairly stim-
ulative, and further
stimulus could lead to
problems in the financial
markets.

Many of China’s SOEs
have borrowed too much
from State-owned banks.
Higher debt means SOEs
will have to spend more
to pay the debt instead of
investing in productive
areas. The sources of eco-
nomic growth are very
important. The private
sector should grow faster
than SOEs.

Clearly,

Zhou Bajun, a senior
research fellow of Hong
Kong-based China
Everbright Holdings

The central gov-

ernment decided

at its annual Eco-
nomic Work Conference to
deepen supply-side structural
reform in 2017 and give priori-
ty to reducing bubbles in the
real-estate market. This will
help change the way it has
boosted economic growth and
steer the national economy
onto a new track for sustained
medium-to-high growth.

With the pace of
economic recov-
ery picking up

next year, more interest rate
hikes by the Fed will push the

exchange rate of the green-
back higher, while that of the
renminbi will fall further and
negatively affect China’s
imports and overseas invest-
ment. Generally speaking, the
US contribution to overall
growth of the world economy
will probably increase, while
China’s will likely decrease
next year, both by 1 or 2 per-
centage points. But China will
remain the top contributor.

I expect the
adjustment  of
the global situa-

tion to deepen in 2017. The
refusal by the US, the EU and

Japan to recognize China’s
market economy status
according to Article 15 of the
World Trade Organization
agreement they signed 15
years ago means the pro-
found readjustment of the
global situation will be even
deeper, and that the Doha
Round of WTO talks is all but
dead. Trade friction between
China and the US, on the oth-
er hand, will intensify after
Donald Trump takes over the
White House.

China must respond to
such challenges as best it can
to ensure the 2017 growth
goals set by the central gov-

ernment at the annual Eco-
nomic Work Conference will
be reached.

To do so, I suggest another
round of domestic demand
stimulation measures similar
to those seen in 2009 be tak-
en next year, while the sup-
ply-side structural reform
should continue to greater
depth. It is also necessary to
quicken the pace of negotia-
tions over the Regional Com-
prehensive Economic
Partnership as well as
advance more bilateral trade
and investment talks aimed
at enhancing friendly ties
with other countries.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


