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PART TWO: CHINA’S EMERGING 

ECONOMIC POWER

Economics Have the Lead, But Military Power is

Catching Up



China’s Steadily Emerging Role as a Global and Pacific Economic Superpower - I

There is no practical way that China’s emergence as a major military power can be separated from its emergence as an economic superpower. 
In fact, one of the key problems in analyzing China’s strategy is estimating the extent to which China’s leadership decouples any given aspect of 
its military strategy and actions from an integrated effort to use both economic and military power simultaneously to achieve its objectives. 
Chinese strategy cannot be analyzed in purely military terms. China focuses on hybrid goals and operations that seek to use both economic and 
military forms of leverage to “win,” and to do so without any form of meaningful conflict.

It is also clear that China’s economic progress has led China’s emergence as a superpower, not the growth of its military capabilities. This point 
is made quite clearly by China’s military leaders in China’s 2019 Defense White Paper,

Since the introduction of reform and opening-up, China has been committed to promoting world peace, and has voluntarily downsized the PLA by 
over 4 million troops. China has grown from a poor and weak country to be the world’s second largest economy neither by receiving handouts from 
others nor by engaging in military expansion or colonial plunder. Instead, it has developed through its people’s hard work and its efforts to maintain 
peace. China has made every effort to create favorable conditions for its development through maintaining world peace, and has equally endeavored 
to promote world peace through its own development. China sincerely hopes that all countries will choose the path of peaceful development and 
jointly prevent conflicts and wars.

China is committed to developing friendly cooperation with all countries on the basis of the Five Principles of Peaceful Coexistence. It respects the 
rights of all peoples to independently choose their own development path, and stands for the settlement of international disputes through equal 
dialogue, negotiation and consultation. China is opposed to interference in the internal affairs of others, abuse of the weak by the strong, and any 
attempt to impose one’s will on others. China advocates partnerships rather than alliances and does not join any military bloc. It stands against 
aggression and expansion, and opposes arbitrary use or threat of arms. The development of China’s national defense aims to meet its rightful 
security needs and contribute to the growth of the world’s peaceful forces. History proves and will continue to prove that China will never follow the 
beaten track of big powers in seeking hegemony. No matter how it might develop, China will never threaten any other country or seek any sphere of 
influence. 

Ever since the economic reforms of Deng Xiaoping began in the late 1970s, it has been China’s economic growth, modernization, and 
diversification that has allowed China to modernize and change the structure and role of its military forces. Accordingly, any analysis of China’s 
strategy must begin with a focus on its economic successes and the extent that they are likely to continue in the future.

If China’s economic success does continue, China’s military forces are now modernizing at a rate where they will probably catch up with China’s 
economic progress within the next decade. China will the become a military superpower as well as an economic one. It is not clear how China 
will then rank with the U.S. in both economic and military terms, and there does not seem to be any clear way to predict the relative level of 
U.S. and Chinese power – either in in Asia or the world as a whole. What does seem clear, however, is that there are no present indications that 
any other single nation or power bloc will then be able compete directly with the U.S and China in both economic and military terms.
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China’s Steadily Emerging Role as a Global and Pacific Economic Superpower - II

This section provides a range of metrics that show the scale of China’s emergence as a major economic power, and how it now compares to 
other states. It addresses the positive trends in Chinese development, China’s progress in technology and manufacturing, and then the major 
challenges that China still has to meet. 

There are eight key points that need to be considered in evaluating these trends:

• Economic and political power will be at least as important as military power, and cooperation will often offer more than competition.

• This not a “zero sum game.” Competition is often hard to separate from cooperation. A given lead does not mean that both nations and the 
global economy do not benefit from the overall increase in development, technology, and growth.

• Short of a major war — where virtually all scenarios would do critical damage to both sides — relative economic progress and success will 
determine the degree to which any side is a “winner.”

• There are no guarantees of future progress. Both the U.S. and China face major internal structural economic and demographic civil 
challenges.

.
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China’s 70th Anniversary White Paper on Economic Growth - I

China and the World in the New Era, The State Council Information Office of the People’s Republic of China, September 2019, pp. 4

China’s economic strength has greatly increased. From 1952 to 2018, China’s industrial added value increased from RMB12 billion to RMB30.5 trillion, up 970 times at 
constant prices, with an average annual growth rate of 11 percent. GDP increased from RMB67.9 billion to RMB90 trillion, up 174 times at constant prices, with an 
average annual growth rate of 8.1 percent, and per capita GDP increased from RMB119 to RMB64,644, up 70 times at constant prices. According to World Bank 
statistics, at market exchange rates China’s economy in 2018 was worth US$13.6 trillion, second only to the US economy which was worth US$20.5 trillion. Currently, 
China is the only country that possesses all the sections in the United Nations’ International Standard Industrial Classification of All Economic Activities (ISIC), with the 
output of many industrial products ranking first in the world. 

China has made remarkable progress in technology. Significant achievements such as nuclear bombs, ballistic missiles, manmade satellites, manned spaceflight, super 
hybrid rice, supercomputers, synthetic bovine insulin, artemisinin, and high-speed rail, have provided strong support for social and economic development. 

China’s foreign trade has been increasing constantly. In 2009, China became the world’s largest exporter of goods and second largest importer of goods; in 2013, China 
China became the world’s largest trader in goods. Since reform and opening up in 1978, foreign investment in China has seen a substantial increase, and China has 
become very attractive to global investment. China has become the world’s second largest economy, largest manufacturer, largest trader in goods, second largest 
consumer of commodities, second largest recipient of foreign direct investment (FDI), and largest holder of foreign exchange reserves (see Table 1). 

4

China is the main stabilizing force and power source of the world economy
From 1979 to 2018 China’s economy grew rapidly at an average annual rate of 9.4 percent, and became an important engine of global economic growth. In 2008, 
the world suffered a serious financial crisis and the world economy was hit hard. Through a series of effective measures to deal with the crisis, China’s economy 
recovered rapidly and continued to maintain a medium- and high-speed growth. As a result, China became the main stabilizing force and power source of the 
world economy.
China is the biggest contributor to world economic growth. Since the 18th CPC National Congress in 2012, China has implemented the concepts of innovative, 



China’s 70th Anniversary White Paper on Economic Growth - II

China and the World in the New Era, The State Council Information Office of the People’s Republic of China, September 2019, pp. 4, 15-16

coordinated, green, open and inclusive development. It has adapted to, steered, and led the new normal of economic development, strengthened supply-side 
structural reform, and maintained a sustainable and healthy economic development with increasing quality and efficiency. In the past three years, China’s economic 
aggregate has exceeded RMB70, 80, and 90 trillion successively, accounting for nearly 16 percent of the world economy. From 2013 to 2018, China contributed more 
than 28 percent of world economic growth on average. Estimates show that without China, the average annual growth rate of the world economy from 2013 to 2016 
would have slowed by 0.6 percentage point and the intensity of fluctuation would have increased by 5.2 percent. According to a report released by the McKinsey 
Global Institute (MGI), the aggregate index of the world’s exposure to China’s economy gradually rose from 0.4 to 1.2 between 2000 and 2017, with China accounting 
for 35 percent of global manufacturing output. (MGI, “China and the world: Inside the dynamics of a changing relationship”, July 2019.)
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OSD on Chinese Economic Policies and Goals: 2019 -I

Office of the Secretary of Defense, Annual Report to Congress: Military and Security Developments Involving the People’s Republic of China; Chinese Military Power, May 2019, p. 120-121 

Key Takeaways 

• China is non-compliant with some of its World Trade Organization (WTO) obligations. 

• Recognizing that “Made in China 2025” and OBOR have sparked concerns about China’s intentions, China’s leaders have softened their rhetoric when promoting 
these programs without altering the programs’ fundamental strategic goals. 

• China continues to operate as a centrally controlled, planned economy. China restricts inbound investment, limits other countries’ exports, and pursues state-
guided investment overseas, including in strategic sectors. 

Sustaining China’s economic growth is one of the CCP’s strategic objectives. China’s incomplete transition to a market economy has resulted in laws, regulations, and 
policies governing the tradable goods and services sectors, market access, and foreign direct investment that disadvantage foreign firms vis- à-vis their Chinese 
counterparts. China’s senior leaders recently reaffirmed their commitment to CCP control over the state-led economic apparatus, including through state-directed 
investment and innovation. In March 2018, the Office of the U.S. Trade Representative released findings of an investigation under Section 301 of the Trade Act of 
1974 that determined the acts, policies, and practices of the Chinese government related to technology transfer, intellectual property, and innovation are 
unreasonable or discriminatory and burden or restrict U.S. commerce, resulting in harm to the U.S. economy of at least $50 billion per year.

China is non-compliant with some of its World Trade Organization (WTO) obligations, and China does not adhere to some of the agreed- upon rules and fundamental 
principles that undergird WTO agreements. In addition, because of its status as a “developing country” under the WTO framework, China is allowed to continue 
certain protectionist measures. Concerns include industrial policies that support domestic industries at the expense of foreign counterparts, commercial joint venture 
requirements, technology transfer requirements, subsidies to lower the cost of inputs, continued excess capacity in multiple industries, sector-specific limits on 
foreign direct investment, discriminatory cybersecurity and data transfer rules, insufficient intellectual property rights enforcement, inadequate transparency, and 
lack of market access particularly in the agriculture and service sectors. Market access remains challenging for foreign firms, as China’s restriction of inbound 
investment results in persistent underperformance in other countries’ services exports, particularly in the banking, insurance, Internet-related, professional, and 
retail services sectors. 

Some recent Chinese laws seek further restrictions on foreign firms: 

• National Security Law: Adopted in July 2015, the law limits foreign access to the information and communications technology (ICT) market in China on national 
security grounds. 

• Counterterrorism Law: Adopted in December 2015, the law requires telecommunications operators and Internet service providers to provide information on 
technical support assistance to public and state security organizations “conducting prevention and investigation of terrorist activities.” 

• Cyber Security Law: The law, which went into effect in June 2017, promotes development of indigenous technologies and restricts sales of foreign ICT. The law also 
mandates that foreign companies submit ICT for government-administered national security reviews, store data in China, and seek government approval before 
transferring data outside of China. 
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OSD on Chinese Economic Policies and Goals: 2019 - II

Office of the Secretary of Defense, Annual Report to Congress: Military and Security Developments Involving the People’s Republic of China; Chinese Military Power, May 2019, pp. 10-11 

As China restricts inbound investment and limits other countries’ exports to China, it also pursues state-directed investment overseas. Along with heavy 
investments in infrastructure and commodities to support its economic growth, China is investing in technologies that will be foundational for future innovations 
with both commercial and military applications. 

China obtains foreign technology through imports, foreign direct investment, the establishment of foreign research and development (R&D) centers, joint ventures, 
research and academic partnerships, talent recruitment, and industrial and cyberespionage. In December 2018, two Chinese nationals were indicted for conspiracy 
to commit computer intrusions, conspiracy to commit wire fraud, and aggravated identity theft. The Chinese nationals worked for a company in China called 
Huaying Haitai Science and Technology Development Company and acted in association with the Chinese Ministry of State Security’s Tianjin State Security Bureau. 
Through their involvement with a hacking group operating in China known as Advanced Persistent Threat 10 (APT10), the Chinese nationals conducted global 
campaigns of computer intrusions targeting intellectual property and confidential business and technological information at managed service providers. The APT10 
group stole hundreds of gigabytes of sensitive data and targeted the computers of victim companies involved in aviation, space and satellite technology, 
manufacturing technology, pharmaceutical technology, oil and gas exploration and production technology, communications technology, computer processor 
technology, and maritime technology. 

Recent government policies have promoted innovation focused on strengthening domestic industry, while placing additional restrictions on foreign firms. 
Recognizing that some of its programs such as “Made in China 2025” and OBOR have sparked concerns about China’s intentions, China’s leaders have softened 
their rhetoric when promoting these programs without altering their fundamental strategic goals. 

• “Made in China 2025”: China has become aware of acute concerns that advanced industrial countries have regarding “Made in China 2025,” and in June 2018, 
Chinese media outlets were ordered to downplay use of the term. Announced in May 2015, the “Made in China 2025” plan sets targets for higher levels of 
domestic manufacturing in strategic industries by 2020 and 2025 with the goal of increasing indigenous innovation. China plans to award subsidies and 
strengthened protection of domestic industries, while increasing pressure on foreign firms to transfer technology in order to do business in China. The plan also 
seeks to favor domestic enterprises at the expense of foreign participants in China’s markets. 

• OBOR: OBOR is intended to develop strong economic ties with other countries, shape their interests to align with China’s, and deter confrontation or criticism of 
China’s approach to sensitive issues. Countries participating in OBOR could develop economic dependence on Chinese capital, which China could leverage to 
achieve its interests. The growth of China’s global economic footprint also makes its interests increasingly vulnerable to international and regional turmoil, 
terrorism, piracy, and serious natural disasters and epidemics, which places new requirements on the PLA to address these threats. Some OBOR investments 
could create potential military advantages for China, should China require access to selected foreign ports to pre-position the necessary logistics support to 
sustain naval deployments in waters as distant as the Indian Ocean, Mediterranean Sea, and Atlantic Ocean to protect its growing interests. 

China has employed economic tools coercively during periods of political tensions with its neighbors. Following the collision of a PRC- flagged fishing boat with a 
Japanese Coast Guard vessel near the Senkaku Islands, China halted exports to Japan in 2010 of rare earth elements used in high-tech industries. In 2016, after the 
visit of the Dalai Lama to Mongolia, China suspended talks on a major assistance loan, worsening Mongolia’s fiscal challenges and eventually driving it to seek a 
bailout from the International Monetary Fund. China also increased fees on imports of mining products from Mongolia and temporarily closed an important border 
crossing. China used economic and diplomatic pressure unsuccessfully in 2017 in an attempt to urge South Korea to reconsider the deployment of the Terminal 
High-Altitude Area Defense (THAAD) system.
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Positive and Negative Trends 

in China’s Economy and Shifts in 

Chinese Demographics
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China’s Major Economic Successes

There are many different estimates of the exact levels of China’s economic progress, but the range of 
estimates in this section make it clear that China has made major progress, can now compete with the size 
of the U.S. economy in at least PPP terms, has a major lead in global trade, and has sharply increased its per 
capita income – although China’s per capita remains far below the levels of the wealthiest industrialized 
states.

The UN estimates that the rising population pressure that has been a critical problem for China since the 
1950s will now decline sharply, along with its challenge in creating new jobs for its youth and dealing with a 
high child dependency on state aid and wage earners. The decline in extreme poverty has been particularly 
impressive, although a major challenge still remains – particularly in rural areas in central and western 
China. 

As the following sections show, this progress has been reinforced by major progress in increasing the size of 
China’s manufacturing base, and its level of technical sophistication. China has also made major progress in 
its technology base, research and development activities, and level of technical education. 
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China’s 70th Anniversary White Paper on Trade and Investment 

China and the World in the New Era, The State Council Information Office of the People’s Republic of China, September 2019, pp. 8-9

From 1978 to 2018, China attracted a total of more than US$2 trillion in non-financial FDI, and nearly 1 million foreign-invested 
enterprises were set up in the country. In 2018, almost half a million foreign students came to study in China. Since its accession 
to the WTO in 2001, China’s participation in economic globalization has delivered more substantial and speedy outcomes (see Box 
2). From 2001 to 2018, China’s imports of goods increased from US$244 billion to US$2.1 trillion. The rise was 13.6 percent per 
annum on average, 6.8 percentage points higher than the global average. China’s imports of services increased from US$39.3 
billion to US$525 billion, up by a yearly average of 16.5 percent and accounting for 9.4 percent of the global total. 

From 1978 to 2018, China’s total imports and exports of goods increased by a factor of 223, and its total imports and exports of
services increased by a factor of 147. By November 2018, China had trade relations with more than 230 countries and regions. It 
had signed 17 free trade agreements with 25 countries and regions, and joined almost all major international economic and 
financial organizations and multilateral economic mechanisms. According to WTO statistics, in 2017 China’s shares of the world’s
total imports and exports of goods were 10.2 percent and 12.8 percent; in 2018, the two figures were 10.8 percent and 12.8 
percent. From 2001 to 2018, the two figures grew by a yearly average of 13.8 percent. The above figures confirm that China’s 
position as the world’s largest trader in goods has been further consolidated. 

…In 2018, China’s overseas investment reached US$143 billion, up by a factor of 53 since 2002, a yearly average growth of 28.2 
percent. China’s foreign trade has been growing year by year. From 1978 to 2018, China’s foreign trade amounted to US$52.2 
trillion; in 2018, China’s exports of goods were US$2.5 trillion and its exports of services US$267 billion. In recent years, China has 
maintained its position as the world’s largest source of overseas tourists; in 2018, Chinese outbound tourists numbered nearly 
150 million.
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China vs. US — GDP and Trade: CIA 2019

CIA, “China” and “United States,” World Factbook, accessed 2 July 2019 11

China United States



The PPP versus Nominal GDP Debate

12

The rapid growth of the Chinese economy has led many analysts to speculate if and when China will overtake the United States as the “world’s largest economic 
power.” The “actual” size of China’s economy has been a subject of extensive debate among economists. Measured in U.S. dollars using nominal exchange rates, 
China’s GDP in 2017 in nominal U.S. dollars was $11.9 trillion, about 62% of the size of the U.S. economy, according to estimates made by the IMF. China’s 2017 
per capita GDP in nominal dollars was $8,583, which was 14.4% of the U.S. level. 

Many economists contend that using nominal exchange rates to convert Chinese data (or those of other countries) into U.S. dollars fails to reflect the true size of 
China’s economy and living standards relative to the United States. Nominal exchange rates simply reflect the prices of foreign currencies vis-à-vis the U.S. dollar, 
and such measurements exclude differences in the prices for goods and services across countries. To illustrate, one U.S. dollar exchanged for local currency in 
China would buy more goods and services there than it would in the United States. This is because prices for goods and services in China are generally lower than 
they are in the United States. Conversely, prices for goods and services in Japan are generally higher than they are in the United States (and China). Thus, one 
dollar exchanged for local Japanese currency would buy fewer goods and services there than it would in the United States. Economists attempt to develop 
estimates of exchange rates based on their actual purchasing power relative to the dollar in order to make more accurate comparisons of economic data across 
countries, usually referred to as purchasing power parity (PPP). 

The PPP exchange rate increases the (estimated) measurement of China’s economy and its per capita GDP. According to the IMF (which uses price surveys 
conducted by the World Bank), prices for goods and services in China are about half the level they are in the United States. Adjusting for this price differential 
raises the value of China’s 2017 GDP from $11.9 trillion (nominal dollars) to $23.1 trillion (on a PPP basis) (see Table 1).17 IMF data indicate that China overtook 
the United States as the world’s largest economy in 2014 on a PPP basis…

China’s share of global GDP on a PPP basis rose from 2.3% in 1980 to an estimated 18.3% in 2017, while the U.S. share of global GDP on a PPP basis fell from 
24.3% to an estimated 15.3%...This would not be the first time in history that China was the world’s largest economy (see text box). China’s economic 
ascendency has been impressive, especially considering that in 1980, China’s GDP on a PPP basis was only one-tenth that of the United States (see Figure 6). The 
IMF predicts that by 2022, China’s economy will be 46.6% larger than the U.S. economy on a PPP basis. 

Table 1. Comparisons of Chinese, Japanese, and U.S. GDP and Per Capita GDP 
in Nominal U.S. Dollars and a Purchasing Power Parity Basis: 2017

China United States 

Nominal GDP ($ billions) 11,938 19,362 

GDP in PPP ($ billions) 23,122 19,362 

Nominal Per Capita GDP ($) 8,583 59,495 

Per Capita GDP in PPP ($) 16,624 59,495 

China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional Research Service, 
Updated February 5, 2018, https://crsreports.congress.gov, RL33534, pp. 10

https://crsreports.congress.gov/


Who Will Lead in the Future? China vs. US GDP: 2005-2040: 2% vs. 6%

Malcolm Scott, Cedric Sam: Here’s How Fast China’s Economy Is Catching Up to the U.S., Bloomberg May 21, 2019, 
https://www.bloomberg.com/graphics/2016-us-vs-china-economy/; CIOA World Factbook, accessed September 11, 2019
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CIA World Factbook

Category China U.S.

Population (M) 1,385.0 329.0
(2019) (2019)

GDP (PPP) $23.21 $19.49
$US Trillions (2017) (2017)

GDP (PPP) Per $16,700 $59,800
Capita ($US). (2017) (2017)

GDP Growth. 6.9% 2.2%
Rate in % (2017) (2017)

Gross National. 45.8% 18.9%
Saving % of GDP (2017) (2017)

https://twitter.com/malcolmscott8
https://twitter.com/cedricsam
https://www.bloomberg.com/graphics/2016-us-vs-china-economy/


Who Will Lead in the Future? China vs. US GDP: 2005-2040: 3.2% vs. 4%

Malcolm Scott, Cedric Sam: Here’s How Fast China’s Economy Is Catching Up to the U.S., Bloomberg May 21, 2019, 
https://www.bloomberg.com/graphics/2016-us-vs-china-economy/
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Who Will Lead in the Future? IMF Projection of China vs. U.S. GDP 

as Percent of Global Total 
(in PPP Terms): 1980-2020)

Wayne M. Morrison, China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional Research Service, 
Updated February 5, 2018, https://crsreports.congress.gov, RL33534, pp. 10

15

“The PPP measurement raises China’s 2016 nominal per capita GDP (from $8,583) to $16,624, which was 27.9% of the U.S. level. Even with 
continued rapid economic growth, it would likely take many years for Chinese living standards to approach U.S. levels. For example, the EIU 
projects that, even by the year 2050, Chinese living standards would be half of U.S. levels.”

https://crsreports.congress.gov/


Chinese vs. US Per Capita Income: 1986-2017
(in PPP 2011 International Dollars)

Malcolm Scott, Cedric Sam: Here’s How Fast China’s Economy Is Catching Up to the U.S. Bloomberg May 12, 2016 | Updated: May 21, 2019, 
Sources:, IMF (via Bloomberg). Additional work by: Christopher Cannon, Michael Keller and Ailing Tan 16

https://twitter.com/malcolmscott8
https://twitter.com/cedricsam


Source: CIA World Factbook and IMF, World Economic Outlook Database, April 2016, accessed June, 29 2016, 
https://www.imf.org/external/pubs/ft/weo/2016/01/weodata/index.aspx, adapted by Anthony H. Cordesman and Joseph Kendall at the Center for Strategic 
and International Studies. (* Official exchange rate)

IMF Estimate of China’s Comparative Rise in GDP: 2000-2021
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Category China U.S.
GDP (PPP) $21.1B $18.6
GDP (Market)* $10.7B $18.6
Per Capita $14,600 $57,300
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1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

U.S. 9.00 9.31 9.95 10.60 11.57 12.62 12.97 13.85 14.74 15.00 14.99 15.57 16.24 16.97 17.84

China 0.83 1.03 1.33 1.62 1.91 2.23 2.64 3.20 4.02 5.03 6.09 7.19 8.32 9.49 10.80

Russia 1.42 1.15 0.92 0.85 0.81 0.95 1.05 1.20 1.39 1.58 1.52 1.65 1.69 1.66 1.72

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

18.00

20.00

U.S.

China

Russia

Russia’s Fading Economic Power: GDPs of the U.S., China, and Russia since 1990 
(in trillions of 2010 constant $USD)

"After the collapse of the USSR, Russia, which was known as the Soviet Union or 
Soviet Russia abroad, lost 23.8 percent of its national territory, 48.5 percent of its 
population, 41 of the GDP, 39.4 percent of its industrial potential (nearly half of our 
potential, I would underscore), as well as 44.6 percent of its military capability due 
to the division of the Soviet Armed Forces among the former Soviet republics."

Vladimir Putin, Presidential Address to the Federal Assembly, March 1, 2018. transcript 
in English is available at http://en.kremlin.ru/events/president/news/56957. 

Source: The World Bank. 2019. World Development Indicators. Washington, D.C.: The World Bank 
(producer and distributor). http://data.worldbank.org/data-catalog/world-development-indicators.



Who Will Lead in the Future? Chinese vs. US as Percent of 
Global Economy: 1984-2040

Malcolm Scott, Cedric Sam: Here’s How Fast China’s Economy Is Catching Up to the U.S. Bloomberg May 12, 2016 | Updated: November 06, 2017, Sources:, 
IMF (via Bloomberg). Additional work by: Christopher Cannon, Michael Keller and Ailing Tan
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Source: U.S. Department of Defense, Assessment on U.S. Defense Implications of Expanding Global Access, December 2018, p. 14. 20

Trends in Foreign Direct Investment: 2006-2017
(In $US Billions)
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Estimates of China’s Annual FDI Inflows and Outflows: 2005-2018
($ billions)

21

Source: Wayne M. Morrison, China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional 

Research Service, Updated June 25, 2019, https://crsreports.congress.gov, RL33534, pp. 16.

https://crsreports.congress.gov/


Source: Wayne Morrison, China-U.S. Trade Issues, CRS, April 16, 2018, RL 33536, p. 22.
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China’s Holdings of U.S. Securities: 2002-2017 
(In $US Billions)

22



Source: IMF, World Economic Outlook Database, April 2016, accessed June 29, 2016, 
https://www.imf.org/external/pubs/ft/weo/2016/01/weodata/index.aspx adapted by Anthony H. Cordesman and Joseph Kendall at the Center for Strategic 
and International Studies.
.
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China’s 70th Anniversary White Paper on Poverty and Peoples Well-Being -II

China and the World in the New Era, The State Council Information Office of the People’s Republic of China, September 2019, pp. 6-8, 18

China has established a preliminary social security system covering elderly care, medical care, minimum subsistence, housing, and education –
the largest in scale and covering the largest population in the world. By the end of 2018:

• Participants in urban workers’ basic elderly care insurance numbered 419 million; 

• Participants in unemployment insurance numbered 196 million; 

• Participants in work injury compensation insurance numbered 239 million; 

• Basic elderly care insurance covered more than 900 million people; 

• Basic medical insurance covered more than 1.3 billion people, almost everyone in the country. 

Over the past 70 years, China’s life expectancy has increased from 35 in 1949 to 77 in 2018, higher than the world’s average of 72. Over the past 70 years, the 
Chinese people have witnessed profound changes in their mindset. They have carried forward fine traditional Chinese culture, spread modern Chinese values, and 
enriched and invigorated their cultural life. According to a global wellbeing report released by the Boston Consulting Group (BCG) in 2018, in the past decade, China’s 
ranking rose by 25 places, the fastest rate among the 152 countries covered.(BCG, “Striking a Balance Between Well-Being and Growth: The 2018 Sustainable 
Economic Development Assessment”, September 2018.) 

…Before reform and opening up started in 1978, urban and rural residents in China focused their spending on food and clothing. In 1978, the urban and rural Engel 
coefficients were as high as 57.5 percent and 67.7 percent. Since 1978, the level of consumption in China has greatly improved, and the cultural life of its people has 
become richer. In 2010, the urban and rural Engel coefficients fell to 31.9 percent and 37.9 percent. Since the 18th CPC National Congress in 2012, living standards 
have further improved and great strides have been made towards a moderately prosperous society in all respects. In 2018, the urban and rural Engel coefficients 
dropped to 27.7 percent and 30.1 percent. The following is a list of number of objects owned per 100 households: 

• 33 cars, 95.3 percent up from 2013,

• 59.2 motorcycles, 49.9 percent up,

• 249.1 mobile phones, 22.6 percent up,

• 109.3 air conditioners, 55.3 percent up,

• 56.4 range hoods, 32.7 percent up; and

• 85 water heaters, 32.4 percent up. 
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China’s 70th Anniversary White Paper on Poverty and Peoples Well-Being -I

China and the World in the New Era, The State Council Information Office of the People’s Republic of China, September 2019, pp. 6-8

The Chinese people’s lives have been greatly improved. A persevering effort has provided the Chinese people with adequate food and clothing, and made it possible 
for them to live decent lives and move towards a moderately prosperous society in all respects (see Table 2). China’s rural population living under the current poverty 
line decreased from 770 million in 1978 to 16.6 million in 2018, and China’s rural poverty incidence dropped from 97.5 percent to 1.7 percent, down by 95.8 
percentage points (see Figure 1). This is an outstanding achievement in the history of poverty reduction (see Box 1). 
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Figure 1 China’s Rural Poverty Incidence, 1978-2018
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Source: World Bank, , China-Systemic Country Diagnostic, Report No. 113092-CN, 2017, pp. 43,47.
.
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Evaluation of Poverty Population around the World:

Poverty Line Using US$1.90 Per Day in 2011 PPP (millions)

Evaluation of Poverty in China, 1981–2012:

Poverty Line Using US$1.90 Per Day in 2011 

PPP

Declines in Chinese Poverty II
(at Consumption Rates of $1.90 A Day Per Capita)



Source: JAVIER C. HERNÁNDEZ and QUOCTRUNG BUI , “The American Dream Is Alive. In China,” New York Times, . November 18, 2018, 
https://www.nytimes.com/interactive/2018/11/18/world/asia/china-social-mobility.html
.
.

Decline in Chinese Poverty - II
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Average Monthly Wages for China, Mexico, and Vietnam: 1990-2018
(nominal U.S. dollars)

28
Source: Wayne M. Morrison, China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional 

Research Service, Updated June 25, 2019, https://crsreports.congress.gov, RL33534, pp. 12.

https://crsreports.congress.gov/


China’s Changing Manufacturing Base 

and Trade Patterns
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China’s Progress in Manufacturing

Once again, there are many ways to calculate the progress in China’s manufacturing sector, and its 
implications for China’s industrial base. There is little doubt, however, that China’s manufacturing sector is 
now much larger than that of the U.S. and other Asian economic powers like Japan. It has become a key 
reason that China is now a leading importer of commodities and other goods, but also of the reason for a 
major shift from labor-intensive to high technology manufacturing. 

As DIA notes, China has used this progress to make steady improvements in its defense industrial base. It 
not only is doing so in key areas of conventional arms manufactures, but increasingly in cutting edge areas 
of military technology. There are still many areas where China lags behind the U.S., but it is catching up in 
many areas and has already made great improvements in deploying key weapons like precision strike 
systems.
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China versus U.S. Manufacturing
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Gross Value Added Manufacturing in China, the United States, and 
Japan: 2006 and 2016

($ billions) 

China has emerged as the world’s largest manufacturer 
according to the United Nations. The Graph shows estimates 
of the gross value added of manufacturing in China, the 
United States, and Japan expressed in U.S. dollars from 2005 
to 2014. 

Gross value added data reflect the actual value of 
manufacturing that occurred in the country (i.e., they subtract 
the value of intermediate inputs and raw materials used in 
production). These data indicate that China overtook Japan as 
the world’s second-largest manufacturer on a gross value 
added basis in 2006 and the United States in 2010. 

In 2014, the value of China’s manufacturing on a gross value 
added basis was 39.6% higher than the U.S. level. 
Manufacturing plays a considerably more important role in 
the Chinese economy than it does for the United States. In 
2014, China’s gross valued added manufacturing was equal to 
27.7% of its GDP, compared to 12.1% for the United States.

Source: Wayne M. Morrison, China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional Research 

Service, Updated June 25, 2019, https://crsreports.congress.gov, RL33534, pp. 12.

https://crsreports.congress.gov/


China’s 70th Anniversary White Paper on Industrialization and 
Urbanization

China and the World in the New Era, The State Council Information Office of the People’s Republic of China, September 2019, pp. 17

The economic structure is undergoing a profound adjustment, industrial upgrading is continuing, and new economic growth areas
are constantly emerging. The urbanization rate of permanent residents reached 59.6 percent in 2018 and will increase steadily. 
The number of permanent urban residents will continue to increase. This will bring a wide range of needs in various areas, such as 
infrastructure, real estate, new retail, medical treatment and public health, education, culture and entertainment, and provide an 
important engine for economic development. New industries and business forms are emerging. 

In 2018, the added value of high-tech manufacturing increased by 11.7 percent over the previous year. Corresponding figures for 
strategic emerging industries and equipment manufacturing were 8.9 percent and 8.1 percent. New energy vehicles, intelligent 
televisions, lithium-ion batteries and integrated circuits increased by 66.2, 17.7, 12.9 and 11.2 percent, respectively. 

The growth rate of the information service industry is as high as 30.7 percent, and the growth rate of mobile games, online 
shopping, ride-sharing platforms, travel platforms, big data cloud computing and other sub-industries is 30 to 50 percent. Each 
sub-industry has given birth to a number of “unicorn” enterprises. 

According to an MGI report, by 2040, the integration between China and the rest of the world is expected to drive economic value
of US$22 trillion to US$37 trillion, equivalent to 15 to 26 percent of global GDP. Strengthened cooperation between China and
other countries will create enormous economic value.

MGI, “China and the world: Inside the dynamics of a changing relationship”, July 2019.
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Source: By Keith Bradsher,. “China Needs New Places to Sell Its Mountain of Stuff,” New York Times, July 26, 2019

Chinese Surplus in Manufactured Goods: 1991-2017
($US Trillions)
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Industrial Output by Foreign-Invested Firms in China as a Share of National 
Output Total: 1990-2011

(percentage)
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Source: Wayne M. Morrison, China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional 

Research Service, Updated June 25, 2019, https://crsreports.congress.gov, RL33534, pp. 15.

https://crsreports.congress.gov/


Source: World Bank, China Economic Update, May 2015, p. 15.
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Share of Global Trade in Goods by Country: 1991-2017
(Percent of World Imports)



Source: Susan V. Lawrence, Coordinator Specialist in Asian Affairs, U.S.-China Relations, CRS RS-45898, 3.9.19, pp. 13-14 
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US-China Trade in 2018



China versus U.S. Merchandise Trade Balance: 2001-2018

37Michael F. Martin, What’s the Difference?—Comparing U.S. and Chinese Trade Data, Congressional Research Service, RS22640, Updated March 
20, 2019, https://crsreports.congress.gov , pp. 2-3.
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Merchandise exports and imports of the U.S. and Chinese 
economies: July 2017-March 2019

(Year-on-year percentage change in US$ values)

Source: World Trade Organization, World Trade Statistical Review, Updated May 31, 2019, 
https://www.wto.org/english/res_e/statis_e/wts2019_e/wts2019_e.pdf, pp. 22.



Source: Assessing and Strengthening the Manufacturing and Defense Industrial Base and Supply Chain Resiliency of the United States, Report 
to President Donald J. Trump by the Interagency Task Force in Fulfillment of Executive Order 13806, Department of Defense, September 
2018,  p. 35 
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Share of Chinese Merchandise Exports and Imports by Foreign-Invested 
Enterprises in China: 1990-2018

(percentage)

40
Source: Wayne M. Morrison, China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional 

Research Service, Updated June 25, 2019, https://crsreports.congress.gov, RL33534, pp. 15.

https://crsreports.congress.gov/
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Source: World Trade Organization, World Trade Statistical Review, Updated May 31, 2019, https://www.wto.org/english/res_e/statis_e/wts2019_e/wts2019_e.pdf, 
pp. 48.

Leading Merchandise Traders: 2008 and 2018
(Annual Percentage in Trade Growth)



42Source: World Trade Organization, World Trade Statistical Review, Updated May 31, 2019, https://www.wto.org/english/res_e/statis_e/wts2019_e/wts2019_e.pdf, pp. 50.

Growth in Chinese Commercial Services Trade: 2008-2018
(US$ billion)



Source: World Bank, China Economic Update, May 2015, p. 7.

Shift to Trade in Higher Technology Exports: 2005-2015
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Source: Assessing and Strengthening the Manufacturing and Defense Industrial Base and Supply Chain Resiliency of the United States, Report 
to President Donald J. Trump by the Interagency Task Force in Fulfillment of Executive Order 13806, Department of Defense, September 
p. 16 

Rare Earth Supply by Import Source
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U.S. Rare Earth Elements Dependence on China in 2018

45
Wayne M. Morrison, Trade Dispute with China and Rare Earth Elements, Congressional Research Service, IF11259, Updated June 28, 2019, https://crsreports.congress.gov, pp. 1-2.

According to the U.S. Geological Survey (USGS), in 2018, China 
accounted for 71% (and possibly higher due to illegal mining, 
production, and smuggling in China) of global REE production in 
terms of quantity. Chinese data indicate that its REE exports totaled 
53,518 metric tons, with a value of $517 million. China’s top three 
REE exports markets by value were Japan (54% of total), the United 
States (14%), and the Netherlands (8%). China also exported $1.7 
billion worth of magnets containing REEs (including $201 million to 
the United States), an indicator of the significance of Chinese 
downstream industries that utilize REEs. 

As indicated in Figure 1, China was the largest source of U.S. REE 
imports in terms of quantity at 12,557 metric tons (or 74% of total). 
China was also the largest U.S. REE supplier in terms of dollar value, 
at $82 million (or 56%) of the total. (Some U.S. REE imports from 
non-Chinese sources may have originated in China.) The consulting 
firm Adamas Intelligence estimates that in 2018 China became the 
world’s largest REE importer (in terms of quantity), including $79 
million worth of REE imports (largely REE ores and fluorides).

According to the USGS, the largest U.S. industrial uses of REEs in 
2018 were for catalysts (at 60% of total); ceramics and glass (15%); 
metals and alloys (10%); and polishing (10%) (see Figure 2). Examples 
of industries that utilize REEs in production include advanced 
electronics (which involve magnets, batteries, phosphors, polishing, 
and metal alloys); medical equipment (magnets, batteries, 
phosphors, and polishing); hybrid and conventional vehicles 
(magnets, catalysts, and batteries); energy efficient lighting 
(phosphors); steel (metal alloys); wind turbines (magnets); and 
chemicals (catalysts). REEs have numerous military applications as 
well. According to a June 11, 2019, article in Foreign Policy, “Every 
advanced weapon in the U.S. arsenal—from Tomahawk missiles to 
the F-35 fighter jet to Aegis-equipped destroyers and cruisers and 
everything in between—is absolutely reliant on components made 
using rare earth elements, including critical items such as permanent 
magnets and specialized alloys that are almost exclusively made in 
China.”



Growth in Chinese Information and Communication Technology (ICT) Exports

46Source: World Trade Organization, World Trade Statistical Review, Updated May 31, 2019, https://www.wto.org/english/res_e/statis_e/wts2019_e/wts2019_e.pdf, pp. 40.



Defense Industry Reform 

China’s defense-industrial complex continues to adapt and reorganize in an effort to improve weapon system research, 
development, and production to compensate for an estimated lag of one to two generations behind its main competitors in 
the global arms industry. Over the past 2 years, China has undertaken organizational and policy measures to reenergize the 
military’s work on defense research and innovation through cooperation with the market sector. 

In 2016, the CMC established the Science and Technology Commission, a high-level defense research body, as an 
independent organization under the high command. It also emphasized the importance of “civil-military integration,” a 
phrase used in part to refer to the leveraging of dual-use technologies, policies, and organizations for military benefit. 

In March 2016, President Xi underscored this message by emphasizing defense innovation during a visit with the PLA’s 
delegation to the National People’s Congress. He urged “great attention to the development of strategic, cutting-edge 
technologies” for the military, among other subjects. 

China’s 13th Five-Year Plan (2016-2020) includes the establishment of focus areas for research, development, and 
innovation. Several of these have defense implications: aerospace engines—including turbofan technology—and gas 
turbines; quantum communications and computing; innovative electronics and software; automation and robotics; special 
materials and applications; nanotechnology; neuroscience, neural research, and artificial intelligence; and deep-space 
exploration and on-orbit servicing and maintenance systems. Other areas where China is concentrating significant R&D 
resources include nuclear fusion, hypersonic technology, and the deployment and “hardening” of an expanding 
constellation of multipurpose satellites. China’s drive to expand civil-military integration and international economic activity 
supports these goals. 

The National Natural Science Foundation of China (NSFC), the China Academy of Sciences, and the Ministry of Science and 
Technology fund and promote basic and applied research, scientific innovation, and high-technology integration throughout 
China’s scientific, engineering, and civil-military industrial complex. The China Academy of Sciences, working closely with the 
NSFC, is the highest academic institution for comprehensive R&D in the natural and applied sciences in China and reports 
directly to the State Council in an advisory capacity, with much of its work ultimately funding disciplines and contributing to 
products for military use.

Chinese Defense Industrial Base in 2019 - I

DIA, China Military Power, Modernizing a Force to Win - 2019, Department of Defense, 2019, pp. 105-106.
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Chinese Defense Industrial Base in 2019 - II

DIA, China Military Power, Modernizing a Force to Win - 2019, Department of Defense, 2019, pp. 105-106.
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Major Production-Sector Snapshots 

Missile and Space. China’s missile programs, including its ballistic and cruise missile systems, are comparable to those of 
other international top-tier producers. China’s production of a wide range of ballistic, cruise, air-to-air, and surface-to-air 
missiles for the PLA and for export has probably been enhanced by upgrades to primary assembly and solid rocket motor 
production facilities. China has also purchased Russia’s S-400 air defense system and received its first delivery in April 2018.
China’s space launch vehicle industry is expanding to support commercial and rapid satellite launch services and the 
manned space program. 

Naval/Shipbuilding. China is the top ship-producing nation in the world and has increased its shipbuilding capacity and 
capability for all types of naval projects, including submarines, surface combatants, naval aviation, sealift, and amphibious
assets. China’s two largest state-owned shipbuilders—the China State Shipbuilding Corporation and China Shipbuilding 
Industry Corporation— collaborate in shared ship designs and construction information to increase shipbuilding efficiency. 
China continues to invest in foreign suppliers for some propulsion units but is becoming increasingly self-sufficient. 

Armaments. China’s production capacity continues to advance in almost every area of PLAA systems, including new versions 
of main battle tanks and new light tanks, armored personnel carriers, assault vehicles, air defense artillery systems, and 
artillery pieces. China is capable of producing ground weapon systems at or near world-class standards; however, quality 
deficiencies persist with some export equipment. 

Aviation. China’s aviation industry has advanced to produce a developmental large transport aircraft, modern fourth- to 
fifth-generation fighters incorporating low-observable technologies, modern reconnaissance and attack UAVs, and attack 
helicopters. China’s commercial aircraft industry has invested in high-precision and technologically advanced machine 
tooling and production processes, avionics, and other components applicable to the production of military aircraft; however, 
China’s aircraft industry remains reliant on foreign-sourced components for dependable, proven, high-performance aircraft 
engines. China’s infrastructure and experience related to the production of commercial and military aircraft are improving 
because of the country’s ongoing C919 commercial airliner and Y-20 large transport programs.



Source: Department of Defense, Chinese Military Power, 2017, p. 57.

China’s Evolving Precision Strike Capability
Short-Range Ballistic Missiles (300-1,000 km). The PLA Rocket Force has approximately 1,200 SRBMs. The force fields advanced variants with 
improved ranges and accuracy in addition to more sophisticated payloads, while gradually replacing earlier generations that do not possess true 
precision strike capability. 

Medium-Range Ballistic Missiles (1,000-3,000 km). The PLA is fielding approximately 200-300 conventional MRBMs to increase the range at 
which it can conduct precision strikes against land targets and naval ships operating far from China’s shores out to the first island chain. 

Intermediate-Range Ballistic Missiles (3,000-5,500 km). The PLA is developing a nuclear and conventional road-mobile IRBM, which increases its 
capability for near-precision strike as far as the “second island chain.” The PLAN also is improving its over-the-horizon (OTH) targeting capability 
with sky wave and surface wave OTH radars, which can be used in conjunction with reconnaissance satellites to locate targets at great distances 
from China, thereby supporting long-range precision strikes, including employment of ASBMs. 

Land-Attack Cruise Missiles. The PLA continues to field approximately 200-300 air- and ground-launched LACMs for standoff precision strikes. 
Air-launched cruise missiles include the YJ-63, KD-88, and the CJ-20 (the air-launched version of the CJ-10 GLCM). China recently adapted the KD-
88 LACM, which has an advertised range of more than 100 km, and may be testing a longer-range version. China also is developing the CM-
802AKG LACM, an export system that can strike both land and ship targets from fighters or bombers. 

Ground-Attack Munitions. The PLAAF has a small number of tactical air-to-surface missiles (ASM) as well as precision-guided munitions 
including all-weather, satellite-guided bombs, anti-radiation missiles, and laser-guided bombs. China is developing smaller-sized ASMs such as 
the AR-1, HJ-10 anti-tank, Blue Arrow 7 laser-guided, and KD-2 missiles in conjunction with its increasing development of UAVs. China is also 
adapting to UAV Global Positioning System-guided munitions such as the FT-5 and LS-6 that are similar to the U.S. Joint Direct Attack Munitions 
(JDAM). 

Anti-Ship Cruise Missiles. China deploys a wide range of advanced ASCMs with the YJ-83 series as the most numerous, which are deployed on 
the majority of China’s ships as well as multiple aircraft. China has also outfitted several ships with YJ-62 ASCMs and claims that the new LUYANG 
III class DDG and future Type 055 CG will be outfitted with a vertically launched variant of the YJ-18 ASCM. The YJ-18 is a long-range torpedo-
tube-launched ASCM capable of supersonic terminal sprint which has likely replaced the older YJ-82 on SONG, YUAN, and SHANG class 
submarines. China has also developed the long range supersonic YJ-12 ASCM for the H-6 bomber. At China’s military parade in September 2015, 
China displayed a ship-to-ship variant of the YJ-12 called the YJ-12A. China also carries the Russian SS-N-22 SUNBURN on four Russian built 
SOVREMENNYY-class DDGs and the Russian SS-N-27b SIZZLER on eight Russian built KILO-class submarines. 

Anti-Radiation Weapons. China is starting to integrate an indigenous version of the Russian Kh-31P (AS-17), known as the YJ-91, into its fighter-
bomber force. The PLA imported Israeli-made HARPY UAVs and Russian-made anti-radiation missiles during the 1990s. 

Artillery-Delivered High Precision Munitions. The PLA is developing and deploying artillery systems with the range to strike targets within or 
even across the Taiwan Strait, including the PHL-03 300 mm multiple-rocket launcher (MRL) (greater than 100 km range) and the longer-range 
AR-3 dual-caliber MRL (out to 220 km range). 49
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China’s Changing Technology Base

China has set extremely ambitious goals for expanding and modernizing its overall technology base and 
reaching parity with the United States in virtually all of the critical areas affecting military technology. The 
slides in this section illustrate the scale of China’s declared ambitions, and they set a goal of near parity in 
2030 and taking the lead by 2050.

Once again, experts differ sharply about the levels of progress China has already made and can achieve over 
time, and these differences often involve areas where there are no precise metrics that clearly distinguish 
between the level of effort and the resulting quality of the result.

The World Bank analysis quoted in this section seems to provide an objective overview of both the progress 
made and the challenges still to come, but much will depend on what is actually deployed as distinguished 
from the potential of the technology base, and relative cost may well be as important a consideration as 
sheer performance.

The spending trends do seem to favor China, and so does the massive Chinese investment in technical 
education. What is less clear is the quality of the resulting education and investments in given areas of 
technology. Some data seem to favor China, while other data raise questions about the quality of the effort 
to date.

51



China’s 70th Anniversary White Paper on Technology - I

China and the World in the New Era, The State Council Information Office of the People’s Republic of China, September 2019, pp. 15-16, 22

In 2018, China’s R&D spending accounted for 2.19 percent of GDP. According to the Global Innovation Index (GII) released by the World Intellectual Property 
Organization (WIPO) and other organizations, China continued its rise in 2019, moving from 17th in 2018 to 14th (see Box 5); it is the only middle-income economy in 
the top 20. In the field of high technology, China is catching up and getting ahead. Quantum communications, supercomputing, aerospace, artificial intelligence, fifth-
generation mobile network technology (5G), mobile payment, new energy vehicles, high-speed rail, and financial technology are sectors in which China leads the 
world. (WIPO, Cornell University and INSEAD, “The Global Innovation Index 2019”, July 2019.)

…According to the 2019 GII report issued by WIPO and others, the Bloomberg New Economy Forum Survey, and the KPMG Technology Industry Innovation Survey, 
China continues to improve its global ranking in innovation.

First, China’s capability in innovation has continuously improved. China’s GII has risen for four years in a row, moving to 14th this year and being the only middle-
income economy in the top 20, according to the GII report.

Second, China’s science and technology clusters are rising collectively. Eighteen science and technology clusters in China are among the top 100 in the world, an 
increase of two over last year. This is second only to the United States, which has 26 clusters in the top 100. Among them, the Shenzhen-Hong Kong cluster ranks 
second and the Beijing cluster ranks fourth. The rankings of almost all Chinese clusters are on the rise compared with last year. According to a Bloomberg survey of 
global business professionals, 39 percent of respondents believe that Beijing will become the world’s top tech city by 2035, and 26 percent believe that Shanghai will 
become the world’s center of technological innovation in the future.1

Third, the quality of innovation in China has further improved. The GII report points out that the focus of current global competition for innovation has shifted from 
quantity to quality. China ranks 15th in terms of innovation quality, and has ranked first among middle-income economies for the past seven years. It is also the only 
middle-income economy that has narrowed the gap with high-income economies in terms of the quality of universities, internationalization of local inventions, and 
the quality of scientific publications, measured by the number of citations that locally produced research documents receive abroad. The quality of Chinese 
universities ranks third only to the United States and the United Kingdom. China ranks first among the middle-income economies in international patents and the 
quality of scientific publications. Its innovation input-output performance is close to or higher than that of some high-income economies, and it is on a par with 
Germany, the UK, Finland, Israel and the US in terms of innovation output. China’s industrial designs, trademark applications, and exports of high-tech and creative 
products are surging ahead. The number of patent applications for inventions in China has soared from 10,000 in 1990 to 1.38 million in 2017.

Fourth, China is more optimistic about technological innovation. The United States and China have the greatest potential to develop disruptive technology 
breakthroughs that will have a global impact, according to surveys by Bloomberg and KPMG. China is more optimistic about technological innovation, arguing that 

technology promotes the shaping of a better world, which is why China has been able to catch up with and surpass Western countries in some areas of 
technology. 

China’s communications technology bridges the global “digital gap”. Chinese telecommunications enterprises actively “go global” and strive to promote global 
digitization, so as to benefit more people around the world. By 2018, Huawei was supporting more than 1,500 networks in more than 170 countries and regions, 
providing smooth communication to more than 3 billion people around the world.1 It had provided communication solutions to remote mountain areas in dozens of 
countries, including Ghana, Nigeria, Kenya and Algeria, serving a rural population of 40 million. As of June 2019, Huawei had secured 50 5G commercial contracts 
worldwide and delivered more than 150,000 base stations.
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China’s 70th Anniversary White Paper on Technology - II

China and the World in the New Era, The State Council Information Office of the People’s Republic of China, September 2019, pp. 15-16, 22

…The ongoing fourth technological revolution will have immeasurable impact on a new wave of economic globalization and on the development of human society, 
bringing unprecedented opportunities for development as well as serious challenges. All countries should join together and take prompt action in building a new 
framework for global governance with the vision of a global community of shared future. We need to establish relevant rules and standards that facilitate 
technological innovation and development while ensuring the bottom line of human security. We should accommodate the interests of all countries and in particular 
those of the developing countries. It is unfair to apply the standards and security rules of developed countries or individual countries to all the other countries. It is 
essential to respect the sovereignty of every country. No country should seek technological hegemony, interfere in the domestic affairs of other countries, or engage 
in, connive in, or shield technological activities that undermine other countries’ security. Based on multilateralism, mutual respect and mutual trust, all countries 
should conduct extensive dialogue and cooperation, and build a system of technological rules and a framework for international cooperation that ensure peace, 
security, democracy, transparency, inclusiveness and benefits for all. It is necessary for all countries to uphold social equity and justice, place technological innovation 
under the rule of law and internationally recognized norms, and ensure that innovation is by the people, for the people, and consistent with human values.

53



54

Xi-Jinping’s Innovation-Driven Strategy

Office of the Secretary of Defense, Military and Security Developments Involving the Republic of China, Annual Report to Congress, May 16, 

2018, Department of Defense. China Military Power 2018, p.121-22.
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Chinese Technology Goals: 2020? 2025? 2030?

Made in China 2025: Global Ambitions Built on Local Protections, U.S. Chamber of Commerce, Beijing, 
https://www.uschamber.com/sites/default/files/final_made_in_china_2025_report_full.pdf

• 2018 - April 26: China’s president urges China to speed up its semiconductor strategy in the face of foreign pressure and growing 
tech demands.

• 2017 – July, December: Ministry of Industry and Information Technology issues document on goals for development of artificial 
intelligence from 2018 to 2020, and the top leadership’s vision for a new Chinese economy in the age of AI. China will be able to 
mass-produce neural-network processing chips.

• 2016 – March: Draft outline of the 13th Five-Year Plan (2016-2020) on national economy and social development presented on 
Saturday to the Fourth Session of the 12th National People's Congress with more than 21 goals for civilian and military 
development of technology along with the “Made in China technology plan.”

• 1978 - March 18 to March 31, 6,000 scientific and technical workers from all over China took part in a National Science Conference 
in Peking.
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Taiwan Diagram of Chinese Military Modernization Goals

Taiwan Ministry of Defense, National Defense Report, 2017, p. 37
56



Chinese Technology Goals: 2020? 2025? 2030?

Adam Ni, Superweaponising China’s defense industry, East Asia Forum, 
24 February 2018, http://www.eastasiaforum.org/2018/02/24/superweaponising-chinas-defense-industry/

China now has the ability to develop advanced fighters, aircraft carriers, new-generation intercontinental 
ballistic missiles, drones and other advanced platforms. Another indicator of this progress is China’s 
booming arms exports, which rose 74 percent from a global share of 3.8 percent in 2007–11 to 6.2 percent in 
2012–16. While China is still far behind the world’s leading arms exporters (the United States and Russia), it 
is catching up fast.

13th defense Science and Technology and Industry Five-Year Plan (2016–2020). It calls for streamlining and 
targeting investment across core areas, accelerating weapons development, raising arms exports and 
promoting collaboration between military and civilian organizations.

Another key initiative is the 2025 defense Science and Technology Industry Plan, which calls for the upgrade 
of China’s defense science and technology base. This is in line with the Made in China 2025 strategy — a 
sweeping initiative to overhaul China’s manufacturing industry.

Moreover, China outlined a list of sixteen megaprojects in the Medium- and Long-term Science and 
Technology Development Plan (2006-2020). These include advanced numeric-controlled machinery, high-end 
generic chips, integrated circuit manufacturing and techniques, high-definition earth observation systems, 
advanced nuclear reactors, manned aerospace and moon exploration, and large aircraft. These projects 
involve numerous companies and research institutions from China’s sprawling defense industry. 
Technologies developed for every one of these megaprojects would have important military applications in 
addition to civilian uses.

But despite maturing rapidly over the last two decades, China’s defense industry continues to be plagued by 
notable weaknesses such as outdated management models, weak governance, corruption, inflexibility and 
monopoly power. These weaknesses will need to be addressed if the industry is to better support PLA 
modernization in the years ahead.

57

http://www.atimes.com/article/j-20-stealth-fighter-first-live-fire-drill-since-deployment/
http://www.straitstimes.com/asia/east-asia/chinas-first-fully-domestically-built-aircraft-carrier-to-start-sea-trial-soon-plans
https://www.washingtontimes.com/news/2017/dec/6/china-confirms-df-41-missile-test/
https://www.sipri.org/sites/default/files/Trends-in-international-arms-transfers-2016.pdf
http://www.eastasiaforum.org/2017/09/27/the-end-game-of-chinas-arms-export-strategy/
https://www.iss.europa.eu/sites/default/files/EUISSFiles/Report_38_Defence-industries-in-Russia-and-China.pdf
http://www.gov.cn/zhuanti/2016/MadeinChina2025-plan/
http://www.eastasiaforum.org/2017/11/17/the-next-phase-of-chinas-trade-and-industry-strategy/
https://www.researchgate.net/publication/242704112_China's_15-year_Science_and_Technology_Plan


ODNI on 

China’s 

Development 

Strategy

In 2019

Daniel R. Coats, STATEMENT FOR THE RECORD WORLDWIDE THREAT ASSESSMENT of the US INTELLIGENCE COMMUNITY, ODNI 
January 29, 2019 p. 14

39

We assess that China’s 

intelligence services will 

exploit the openness of  

American society, 

especially academia 

and the scientific 

community, using a 

variety of  means. 
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Source: World Bank Group, 
China Systematic 
Diagnostic, Report 113092-
CN, 2017, ,pp. 12-14
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Source: World Bank Group, 
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World Bank 
Assessment 
of China’s 

Technology 
Progress - III

61
Source: World Bank Group, China Systematic Diagnostic, Report 113092-CN, 2017, ,pp. 12-14



Source: Assessing and Strengthening the Manufacturing and Defense Industrial Base and Supply Chain Resiliency of the United States, Report 
to President Donald J. Trump by the Interagency Task Force in Fulfillment of Executive Order 13806, Department of Defense, September 
2018,  p. 16 

China Targets U.S. Technology with Its Outbound 
Foreign Direct Investment 
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U.S. Responds to Foreign Direct Investment U.S. in 
“Critical Technologies”

Wayne M. Morrison, U.S.-China Trade Issues, Congressional Research Service, updated June 23, 2019, https://crsreports.congress.gov, IF10030, pp. 1-2.

Foreign Direct Investment (FDI). U.S.-China FDI flows are relatively small given the high level of bilateral trade, although 
estimates of such flows differ. The U.S. Bureau of Economic Analysis (BEA) is the official U.S. agency that collects and reports
FDI data. BEA estimates the stock of Chinese FDI in the United States through 2017 at $40 billion and the stock of U.S. FDI in 
China at $108 billion. Some analysts contend BEA’s methodology for measuring FDI significantly undercounts the level of actual 
U.S.- China FDI, in large part because it does not capture all FDI that is made through other countries, territories, or tax havens, 
as well as acquisitions made by U.S. affiliates of foreign firms. The Rhodium Group (RG), a private advisory firm, attempts to 
identify FDI by Chinese firms in the United States, regardless of where they are based or where the money for investment 
comes from. RG’s data on U.S.- China FDI are much higher than BEA’s data. For example, RG estimates the stock of China’s FDI 
in the United States through 2017 at $140 billion and the stock of U.S. FDI in China at $256 billion. RG estimates that China’s 
FDI flows to the United States rose from $14.9 billion in 2015 to $45.6 billion in 2016, but fell to $29.4 billion in 2017 and to 
$4.8 billion in 2018. The decline in Chinese FDI flows to the United States may reflect Beijing’s efforts to rein in “irrational” 
capital outflows, as well as enhanced scrutiny by the Trump Administration, which contends that the Chinese government 
seeks to obtain U.S. cutting-edge technologies and IP in order to further its industrial policy goals. For example, in September
2017, President Trump prohibited a group of investors with alleged links to the Chinese government from acquiring U.S. firm 
Lattice Semiconductor Corporation. 

Congressional concerns over the ability of the Committee on Foreign Investment in the United States (CFIUS) to adequately 
screen foreign investment in terms of U.S. national security led to the enactment of the Foreign Investment Risk Review 
Modernization Act of 2018 (FIRRMA) (P.L. 115-232) in August 2018. The act seeks to modernize CFIUS and expand the types of 
investment subject to review, including certain non-controlling investments in “critical technology.” In November 2018, the U.S.
Commerce Department issued a notice requesting public comment on criteria for identifying emerging and foundational 
technologies deemed essential to U.S. national security that could be subject to new export controls.
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Source: Assessing and Strengthening the Manufacturing and Defense Industrial Base and Supply Chain Resiliency of the United States, Report 
to President Donald J. Trump by the Interagency Task Force in Fulfillment of Executive Order 13806, Department of Defense, September 2018,  
p. 39 
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Ten Top Countries in R&D Spending: 2000-2015



Source: United Nations Educational, Scientific and Cultural Organization R&D Database, IISS Military Balance and World Bank (for gross domestic
product, Providing for the Common Defense, 2018, p.29.

Chinese vs. U.S. vs. Russian Spending on Research and Development: 1996-2016
(Annual Expenditure on Research and Development (Adjusted For Purchasing Power Parity))

U.S

Russia

China
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Source: Ashley Townshend and Brendan Thomas-Noone and Matilda Steward with Matilda Steward, Averting Crisis: American Strategy, United 
States Studies Centre, University of Sydney, August 2019, p. 71 

Chinese vs. U.S. vs. Five Eyes National Spending on 
Research and Development: 1992-2017

($US Billions, Purchasing Power Parity)
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(Five Eyes include United 
Kingdom, Canada, Australia 
and New Zealand.)



Gross Regional Shifts in R&D Spending

National Science Foundation, National Center for Science and Engineering Statistics estimates, August 2017. Based on data from the Organization for Economic Co-
operation and Development, Main Science and Technology Indicators (2017/1), and the United Nations Educational, Scientific and Cultural Organization (UNESCO), 
Institute for Statistics database, data.uis.unesco.org.National science Board, Science& Engineering Indicators, 2018, 
https://nsf.gov/statistics/2018/nsb20181/report/sections/overview/research-publications.
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Chinese R&D Spending Rises Above EU, Challenges U.S.

National Science Foundation, National Center for Science and Engineering Statistics estimates, August 2017. Based on data from the Organization for Economic Co-
operation and Development, Main Science and Technology Indicators (2017/1), and the United Nations Educational, Scientific and Cultural Organization (UNESCO), 
Institute for Statistics database, data.uis.unesco.org.National science Board, Science& Engineering Indicators, 2018, 
https://nsf.gov/statistics/2018/nsb20181/report/sections/overview/research-publications.

United States and Europe experienced substantial declines in their shares of global R&D (from 37% to 26% in the United 
States and from 27% to 22% in Europe between 2000 and 2015). During the same period, the economies of East and 
Southeast Asia—including China, Japan, Malaysia, Singapore, South Korea, Taiwan, and India—saw an increase in their 
combined global share from 25% to 40%, thus exceeding the respective U.S. and the European R&D shares in 2015. 
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Shifts Towards Higher Technology Demographics: 
Chinese vs. US Urbanization: 1900-2005

Malcolm Scott, Cedric Sam: Here’s How Fast China’s Economy Is Catching Up to the U.S., Bloomberg May 12, 2016 | Updated: November 06, 2017, Sources: 
World Bank for urbanization data for 1960 and after, U.S. Census Bureau for urbanization data before 1960. Additional work by: Christopher Cannon, Michael 
Keller and Ailing Tan.
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Underlying Educational Base: Bachelor's degree awards in 
S&E fields, by selected region, country, or economy: 2000–14

National Science Foundation, National Center for Science and Engineering Statistics estimates, August 2017. Based on data from the Organization for Economic Co-operation and 
Development, Main Science and Technology Indicators (2017/1), and the United Nations Educational, Scientific and Cultural Organization (UNESCO), Institute for Statistics database, 
data.uis.unesco.org.National science Board, Science& Engineering Indicators, 2018, https://nsf.gov/statistics/2018/nsb20181/report/sections/overview/research-publications.

University degree production in China has grown faster than in other 
major developed nations and regions). Between 2000 and 2014, the 
number of S&E bachelor’s degrees awarded in China rose more than 
350%, significantly faster than in the United States and in many other 
European and Asian regions and economies. Additionally, the number 
of non-S&E degrees conferred in China also rose dramatically (by almost 
1,200%), suggesting that capacity building in China, as indicated by 
bachelor’s degree awards, is occurring in both S&E and non-S&E areas. 
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Trends in Quantum Computing Research

Adapted from Jeanne Whalen, Washington Post, “The quantum revolution is coming, and Chinese scientists are at the forefront,:
August 18, 2019, https://www.washingtonpost.com/business/2019/08/18/quantum-revolution-is-coming-chinese-scientists-are-forefront/. 71
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ODNI Estimate in 2019 of Chinese Rise in Relative S&T Citations: 
1996-2016

Daniel R.Coats, STATEMENT FOR THE RECORDWORLDWIDE THREAT ASSESSMENT of the US INTELLIGENCE COMMUNITY, ODNI 
January 29, 2019 p. 15
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Chinese Science & Engineering Publications Overtake Those 
in the U.S. for First Time in 2016

National Science Board, Science& Engineering Indicators, 2018, https://nsf.gov/statistics/2018/nsb20181/report/sections/overview/research-publications.

China’s S&E publication output rose nearly fivefold 
since 2003, and as a result, China’s output, in terms of 
absolute quantity, is now comparable to that of the 
United States. 
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But Quality Matters: S&E publication output in the top 1% of cited 
publications, by selected region, country, or economy: 2000–14

National science Board, Science& Engineering Indicators, 2018, https://nsf.gov/statistics/2018/nsb20181/report/sections/overview/research-publications. 74



Trees Don’t Grow to the Sky?

Possible Limits to China’s Success
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Possible Limits to China’s Success

Serious questions do arise as to how much of its past success China can sustain in the future, and its ability to meet a new 
range of challenges as its economy matures. The World Bank governance indicators, for example, show relatively low 
ratings for corruption and rule of law — issues China’s leadership has also flagged. The ability to grant a public voice and 
provide accountability is rated as extremely low, and performance in maintaining political stability and limiting violence is
only rated as moderate – along with government effectiveness.

It is clear that China has made far more progress in its coastal areas than in the rest of the country, and questions emerge 
at to the extent China’s state planning systems will pose a limit to future growth. China’s growth rates have already 
declined in recent years and may remain lower in the future. Questions also arise over China’s domestic consumption 
ability to lower the barriers to private sector business efforts, trends in labor costs, and improvements in human 
development. 

While the UN and most other sources estimate that China will end its population growth, serious questions still arise about 
the imbalance between its number of males and females, its ability to counter poverty in rural areas and in central and 
western China, and its ability to deal with an aging population that is increasing its dependency ratio.

More generally, history is filled with examples of cases where the comparative trends in political and military power, and 
economics, were altered by variables that were not predictable even at the time, and seem almost random in character. 
Some decades ago, serious think tanks like the Hudson Institute examined the possibility that Japan would emerge as the 
world dominant manufacturing and exporting state – only to see Japan’s economic boom collapse in less than a year. Only 
handful of analysts predicted the eventual collapse of the former Soviet Union, and it is unclear that any major analyst 
came close to the timing and actual causes of the event. 

Even at a purely mathematical level, “chaos” or “complexity” theory raises serious questions about the ability to 
understand the number of critical variables that can shape China a decade or more in the future, and no clear method of 
suboptimization analysis offers a convincing substitute. The trends in this study do as much to warn about the risks of 
turning “futurism” into false prophecy as to provide a picture of where China may be in 2030 or 2050, and its ability to 
cooperate, compete, or engage in conflict with the United States – a warning that applies just as much to efforts in 
predicting the future and status of the United States or any other major power.
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Source: World Bank, Governance Indicators, 2018, http://info.worldbank.org/governance/wgi/#reports .

The Chinese Governance Challenge: Mainland vs. Hong Kong
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China Hong Kong SAR

Transparency International ranks 
87th out of 180 countries, in its 
corruption perception index in 2018, 
score of 39 out 100

Transparency International ranks 
14th out of 180 countries, in its 
corruption perception index in 2018, 
score of 76 out 100
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World Bank Economic Overview: April 2019
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Since initiating market reforms in 1978, China has shifted from a centrally-planned to a more market-based economy and has experienced rapid 
economic and social development. GDP growth has averaged nearly 10% a year—the fastest sustained expansion by a major economy in history—
and more than 850 million people have lifted themselves out of poverty. China reached all the Millennium Development Goals (MDGs) by 2015 and 
made a major contribution to the achievement of the MDGs globally. Although China’s GDP growth has gradually slowed since 2012, as needed for 
a transition to more balanced and sustainable growth, it is still relatively high by current global standards.

With a population of 1.3 billion, China is the world’s second largest economy and the largest if measured in purchasing price parity terms. China has 
been the largest single contributor to world growth since the global financial crisis of 2008.

Although China has made impressive economic and social development gains, its market reforms are incomplete, and its per capita income remains 
that of a developing country and less than one quarter of the average of OECD countries. The country is on track to eliminate absolute poverty by 
2020 according to China’s current poverty standard (per capita rural net income of RMB 2,300 per year in 2010 constant prices). However, there are 
still an estimated 373.1 million people below the “upper middle income” international poverty line of $5.50 a day. 
Rapid economic ascendance has brought on many challenges as well, including high inequality (especially between rural and urban areas), 
challenges to environmental sustainability, and external imbalances. China also faces demographic pressures related to an aging population and the 
internal labor migration.

China’s rapid economic growth exceeded the pace of institutional development, and there are important institutional and reform gaps that it needs 
to address to ensure a sustainable growth path. Significant policy adjustments are required for China’s growth to be sustainable. Managing 
structural reforms and related risks will not be straightforward given the complexity, size, and global importance of China’s economy.
China’s 13th Five-Year Plan (2016-2020) addresses these issues. It highlights the development of services and measures to address environmental 
and social imbalances, setting targets to reduce pollution, to increase energy efficiency, to improve access to education and healthcare, and to 
expand social protection. The 13th Five-Year Plan’s annual growth target is 6.5%, reflecting the rebalancing of the economy and the focus on the 
quality of growth while maintaining the objective of achieving a “moderately prosperous society” by 2020 (doubling GDP for 2010-2020).

World Bank Group, April 8, 2019, https://www.worldbank.org/en/country/china/overview

https://www.worldbank.org/en/country/china/overview


CIA Economic Overview: April 2019
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Since the late 1970s, China has moved from a closed, centrally planned system to a more market-oriented one that plays a major global role. China has implemented reforms in a 
gradualist fashion, resulting in efficiency gains that have contributed to a more than tenfold increase in GDP since 1978. Reforms began with the phaseout of collectivized 
agriculture, and expanded to include the gradual liberalization of prices, fiscal decentralization, increased autonomy for state enterprises, growth of the private sector, 
development of stock markets and a modern banking system, and opening to foreign trade and investment. China continues to pursue an industrial policy, state support of key 
sectors, and a restrictive investment regime. From 2013 to 2017, China had one of the fastest growing economies in the world, averaging slightly more than 7% real growth per 
year. Measured on a purchasing power parity (PPP) basis that adjusts for price differences, China in 2017 stood as the largest economy in the world, surpassing the US in 2014 for 
the first time in modern history. China became the world's largest exporter in 2010, and the largest trading nation in 2013. Still, China's per capita income is below the world 
average.

In July 2005 moved to an exchange rate system that references a basket of currencies. From mid-2005 to late 2008, the renminbi (RMB) appreciated more than 20% against the 
US dollar, but the exchange rate remained virtually pegged to the dollar from the onset of the global financial crisis until June 2010, when Beijing announced it would resume a 
gradual appreciation. From 2013 until early 2015, the renminbi held steady against the dollar, but it depreciated 13% from mid-2015 until end-2016 amid strong capital outflows; 
in 2017 the RMB resumed appreciating against the dollar – roughly 7% from end-of-2016 to end-of-2017. In 2015, the People’s Bank of China announced it would continue to 
carefully push for full convertibility of the renminbi, after the currency was accepted as part of the IMF’s special drawing rights basket. However, since late 2015 the Chinese 
Government has strengthened capital controls and oversight of overseas investments to better manage the exchange rate and maintain financial stability.

The Chinese Government faces numerous economic challenges including: (a) reducing its high domestic savings rate and correspondingly low domestic household consumption; 
(b) managing its high corporate debt burden to maintain financial stability; (c) controlling off-balance sheet local government debt used to finance infrastructure stimulus; (d) 
facilitating higher-wage job opportunities for the aspiring middle class, including rural migrants and college graduates, while maintaining competitiveness; (e) dampening 
speculative investment in the real estate sector without sharply slowing the economy; (f) reducing industrial overcapacity; and (g) raising productivity growth rates through the 
more efficient allocation of capital and state-support for innovation. Economic development has progressed further in coastal provinces than in the interior, and by 2016 more 
than 169.3 million migrant workers and their dependents had relocated to urban areas to find work. One consequence of China’s population control policy known as the "one-
child policy" - which was relaxed in 2016 to permit all families to have two children - is that China is now one of the most rapidly aging countries in the world. Deterioration in the 
environment - notably air pollution, soil erosion, and the steady fall of the water table, especially in the North - is another long-term problem. China continues to lose arable land 
because of erosion and urbanization. The Chinese Government is seeking to add energy production capacity from sources other than coal and oil, focusing on natural gas, 
nuclear, and clean energy development. In 2016, China ratified the Paris Agreement, a multilateral agreement to combat climate change, and committed to peak its carbon 
dioxide emissions between 2025 and 2030.

The government's 13th Five-Year Plan, unveiled in March 2016, emphasizes the need to increase innovation and boost domestic consumption to make the economy less 
dependent on government investment, exports, and heavy industry. However, China has made more progress on subsidizing innovation than rebalancing the economy. Beijing 
has committed to giving the market a more decisive role in allocating resources, but the Chinese Government’s policies continue to favor state-owned enterprises and emphasize 
stability. Chinese leaders in 2010 pledged to double China’s GDP by 2020, and the 13th Five Year Plan includes annual economic growth targets of at least 6.5% through 2020 to 
achieve that goal. In recent years, China has renewed its support for state-owned enterprises in sectors considered important to "economic security," explicitly looking to foster 
globally competitive industries. Chinese leaders also have undermined some market-oriented reforms by reaffirming the "dominant" role of the state in the economy, a stance 
that threatens to discourage private initiative and make the economy less efficient over time. The slight acceleration in economic growth in 2017—the first such uptick since 
2010—gives Beijing more latitude to pursue its economic reforms, focusing on financial sector deleveraging and its Supply-Side Structural Reform agenda, first announced in late 
2015.

CIA World Factbook, “China,” accessed 2.7.19



Declining Chinese GDP Growth: 2013-2018

2018 Report to Congress of the U.S. and China Security Review Commission 115th Congress, 2nd Session, November 2018, p. 58
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Source: World Bank, China Economic Update, May 2015, , p. 10, and http://www.worldbank.org/en/news/infographic/2019/05/31/infographic-china-
economic-update-may-2019.
.
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World Bank, Limited Drop in GDP Growth: 2016-2021?
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Declining Chinese GDP Growth Relative to U.S.: 2010-2050 - I

82

….as China’s technological development begins to converge with major developed countries (i.e., through its adoption of foreign technology), 
its level of productivity gains, and thus, real GDP growth, could slow significantly from its historic levels unless China becomes a major center 
for new technology and innovation and/or implements new comprehensive economic reforms. Several developing economies (notably several 
in Asia and Latin America) experienced rapid economic development and growth during the 1960s and 1970s by implementing some of the 
same policies that China has utilized to date to develop its economy, such as measures to boost exports and to promote and protect certain 
industries. However, at some point in their development, some of these countries began to experience economic stagnation (or much slower 
growth compared to previous levels) over a sustained period of time, a phenomenon described by economists as the “middle-income trap.”

In Percent

Wayne M. Morrison, China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional Research Service, 
Updated June 25, 2019, https://crsreports.congress.gov, RL33534, pp. 9.

https://crsreports.congress.gov/


Declining Chinese GDP Growth Relative to U.S.: 2010-2050 -II

2018 Report to Congress of the U.S. and China Security Review Commission 115th Congress, 2nd Session, November 2018, p. 34.
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This means that several developing (low-income) economies were able to transition to a middle-income economy, but because they were 
unable to sustain high levels of productivity gains (in part because they could not address structural inefficiencies in the economy), they were 
unable to transition to a high-income economy. China may be at a similar crossroads now.
The Economist Intelligence Unit (EIU) projects that China’s real GDP growth will slow considerably in the years ahead, eventually converging 
on U.S. growth rates by the year 2036 (U.S. and Chinese real GDP growth are both projected at 1.6%); for some years thereafter, U.S. GDP 
growth is projected to be greater than China’s.

The Chinese government has indicated its desire to move away from its current economic model of fast growth at any cost to more “smart” 
economic growth, which seeks to reduce reliance on energy-intensive and high-polluting industries and rely more on high technology, green 
energy, and services. China also has indicated it wants to obtain more balanced economic growth. (These issues are discussed in more detail 
later in the report.) 



Source: World Bank, http://www.doingbusiness.org/en/rankings.
.
.

Medium World Bank Chinese Doing Business Ranking: 2019
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Comparative Savings, Investment and Spending Rates

Wayne M. Morrison, China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional Research Service, 
Updated February 5, 2018, https://crsreports.congress.gov, RL33534, pp. 10.

https://crsreports.congress.gov/


Decline in Chinese Fixed Asset Investment: 2012-8/2018

2018 Report to Congress of the U.S. and China Security Review Commiss115th 
Congress, 2nd Session, November 2018, p. 34
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Labor Cost Index for China and Selected Countries Relative to the United States:1990-2016
(U.S. level =100) 

Chinese Labor Costs are Becoming Less Favorable 

Source: Economist Intelligence Unit. 

Notes: The labor cost of producing one 

unit of output, indexed to U.S. levels. 

Wayne M. Morrison, China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional Research Service, 
Updated February 5, 2018, https://crsreports.congress.gov, RL33534, pp. 10.

https://crsreports.congress.gov/
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Source: Wayne M. Morrison, China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional 

Research Service, Updated June 25, 2019, https://crsreports.congress.gov, RL33534, pp. 14.

Labor Cost Index for China and Selected Countries Relative to the United States:2000-2018
(U.S. level =100) 

Chinese Labor Costs are Becoming Less Favorable 

https://crsreports.congress.gov/
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China’s Economic Rise: History, Trends, Challenges, and Implications for the United States, Congressional Research Service, 
Updated February 5, 2018, https://crsreports.congress.gov, RL33534, p. 39

Shifts in Current Account Balances as a Percentage of 
GDP for China and the United States: 2000-2016

https://crsreports.congress.gov/


Source: World Bank, Human Development Report, Statistical Annex, http://www.doingbusiness.org/en/rankings, 
http://report.hdr.undp.org/, CIA World Factbook, accessed 18..6.2019.
.
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Medium UN Human Development Index Ranking: 2018
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Mixed Progress in Dealing with Poverty
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Source: World Bank Group, China Systematic Diagnostic, Report 113092-CN, 2017, p. 20



Source: World Bank, , China-Systemic Country Diagnostic, Report No. 113092-CN, 2017, p. 46. See pages 30-46 for analysis.

The Remaining Chinese Poverty Challenge in Rural Areas
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Poverty Head Count Ratio in China,
National and by Urban and Rural Areas: Percentage of 

Population
That Consume Less than US$1.90 Per Day in 2011 PPP

Impact by Region, and On Migration to East



Source: US Census Bureau, International Data Base, https://www.census.gov/data-
tools/demo/idb/region.php?N=%20Results%20&T=13&A=separate&RT=0&Y=1951,1953,1960,1970,1980,1990,2000,2010,2019,2030,2040,2050&R=-
1&C=CH, Accessed August 21, 2019.

US Census Bureau Estimate of Diminishing Post-2030 Population Pressure
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Source: US Census Bureau, International Data Base, https://www.census.gov/data-
tools/demo/idb/region.php?N=%20Results%20&T=13&A=separate&RT=0&Y=1951,1953,1960,1970,1980,1990,2000,2010,2019,2030,2040,2050&R=-
1&C=CH, Accessed August 21, 2019.

US Census Bureau Estimate of Population Pyramid
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China’s Uncertain Demographics: Population 2000-2100

CSIS, China Power Project, https://chinapower.csis.org/aging-problem/.

China’s fertility rate has fallen to below 
population replacement levels (the amount of 
births needed to sustain population size) at 
just 1.7 children per woman. In order for a 
population to maintain its size, the total 
fertility rate must be around 2.1 children per 
woman. China’s population is expected to 
peak around 2025 at about 1.4 billion, and 
then to begin a steady decline.
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Source: UN, World Population Prospect, 2019, https://population.un.org/wpp/Graphs/Probabilistic/POP/TOT/156. .
.

UN Estimate of Ongoing Drop in “Youth Bulge,” Employment, 
and Child Dependency Needs
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https://population.un.org/wpp/Graphs/Probabilistic/POP/TOT/156


Source: UN, World Population Prospect, 2019, https://population.un.org/wpp/Graphs/Probabilistic/POP/TOT/156.
.

UN Estimate of Ongoing Drop in “Youth Bulge” and Employment and 
Dependency Ratio Needs
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https://population.un.org/wpp/Graphs/Probabilistic/POP/TOT/156


Source: UN, World Population Prospect, 2019, 
https://population.un.org/wpp/Graphs/Probabilistic/POP/TOT/156.
.

UN Estimate of Ongoing Rise in Aging Population and, and Old 
Age Dependency Needs
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https://population.un.org/wpp/Graphs/Probabilistic/POP/TOT/156


Percentage of Chinese above the retirement age is expected to reach 39 percent of the population by 2050. At that time, China’s dependency ratio (the number 
of people below 15 and above 65 divided by the total working population) is projected to increase to 69.7 percent, up from 36.6 percent in 2015. This means that 
China will have a proportionally smaller working-age population with the responsibility of providing for both the young and old.

UN View of China’s Changing Demographics: Aging and Sex 1970-2050

CSIS, China Power Project, https://chinapower.csis.org/aging-problem/. Data source is UN World Population Prospects.

1970 2000

2020 2050
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http://blogs.wsj.com/chinarealtime/2015/03/10/china-sets-timeline-for-first-change-to-retirement-age-since-1950s/
http://esa.un.org/unpd/wpp/Download/Standard/Population/
https://chinapower.csis.org/aging-problem/


China’s Continuing Sexual Imbalance: UN Estimate of Ratio 
of Males to Females in Percent: 1950-2100
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Year   Males/ Year   Males/ Year Males/   
Females Females Females 

1950 107.9  2005 105.6 2060 104.2    
1955 107.1 2010 105.7 2070 105.2
1960 106.4 2015 105.6 2075 105.5
1965 105.4 2020 105.3 2080 105.6
1970 105.4 2025 104.9 2085 105.6
1975 105.4 2030 104.5 2090 105.5
1980 105.4 2035 104.0 2095 105.1
1985 105.4 2040 103.7 2100 104.7
1990 105.4 2045 103.5
1995 105.4 2050 103.5
2000 105.4 2055 103.8

Source: UN, World Population Prospect, 2019, https://population.un.org/wpp/Graphs/Probabilistic/POP/TOT/156, and https://population.un.org/wpp/DataQuery/. 
.

https://population.un.org/wpp/Graphs/Probabilistic/POP/TOT/156
https://population.un.org/wpp/DataQuery/


An Aging 

Population 

and 

Growing

Health 
Issues
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Source: World Bank Group, 
China Systematic 
Diagnostic, Report 113092-
CN, 2017, p. 40.



China’s Gender Gap vs. Aging: Population 2015-2050

CSIS, China Power Project, https://chinapower.csis.org/aging-problem/.

Ratio of males to females was 1.06:1 in 
2015. Projected to be 1.08: 1 in 2050. 
But, gender roles may be more 
important than number. 

Aging may be far more serious. China is aging 
at a rate that few countries have matched 
historically. 

While it will take China 20 years for the 
proportion of the elderly population to 
double from 10 to 20 percent (2017-2037), 
this process took 23 years in Japan (1984-
2007), 61 years in Germany (1951-2012), and 
64 years in Sweden (1947-2011). 

Japan is the oldest country in the world, and 
has aged more quickly than most other 
nations. In 2015, 9.5 percent of the 
population of China was aged 65 or older. 
The UN projects this percentage to 27.5 by 
2050.

102

http://www.un.org/esa/population/publications/bulletin42_43/zeng_yi.pdf
http://esa.un.org/unpd/wpp/
http://esa.un.org/unpd/wpp/


The Asian Development Bank (ADB) estimated that more than 75 percent of the broader Asia-Pacific region suffers from water insecurity, and that South 
Asia’s problems are severe. The subregion, much of which relies on water from the Tibetan Plateau, supports more than 20 percent of the world’s 
population but only accesses 8 percent of the world’s water resources.

Scores of upstream water projects underway, such as water diversion or dam construction, may alter the quality and quantity of water available to lower 
riparian states. While the greater Himalayan region as a whole struggles to deal with growing demand for water, individual countries face different 
challenges. Some depend on external water flows—for example, Bangladesh, Pakistan, and Uzbekistan have 91.4 percent [PDF], 77.7 percent, and 80 
percent dependency ratios [PDF] (the amount of total renewable water resources originating beyond a country’s borders), respectively.

India and China top the list of countries with the greatest number of people living without access to safe water, 75.7 million and 63.1 million respectively, 
based on a March 2016 report from global charity WaterAid. Water pollution has also increasingly been linked to elevated levels of cancer in local 
communities, especially in China and India.
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China’s Reliance on (Clean) Water from Tibet

Source: Eleanor Albert, “Water Clouds on the Tibetan Plateau,” Council on Foreign Relations, May 9, 2016. https://www.cfr.org/backgrounder/water-clouds-tibetan-plateau

https://www.cfr.org/backgrounder/water-clouds-tibetan-plateau

