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ABSTRACT

This paper reviews the portrayal of Chinese economic history and more recent economic pol-
icy in the book The End of Poverty: Economic Possibilities for Our Time (2005) by the renowned
American economist Jeffrey Sachs, specifically in a chapter entitled ‘Catching Up After Half a
Millennium?. It traverses Sachs’s insights about past developments as well as future directions
in China, particularly in respect of public health and the country’s east-west and north-south
inequalities; and his comparative analysis of the economic reform attempts of China and
the former Soviet sphere, and their differentiated outcomes. Therefore, the paper offers a
meta-analysis of the convergence of Sachs’ analyses as they relate to other literature as well
as empirical evidence not referred to or contrary to predictions made in the text some fifteen
years after its publication.

Keywords: China; Jeftrey Sachs; FDI; Reform and Opening Up; Perestroika
JEL Codes: F00; F59; N70; P36

INTRODUCTION

Jeffrey Sachs, ‘superstar economic adviser to 100 governments,' is among the world’s foremost
development economists. He has advised the governments of former communist countries in
Eastern Europe, Asia and Latin America, and has played a leading role in state-led develop-
mental thinking in the 21st century.

Pointing to the span of his influence, his 2005 book The End of Poverty acknowledges audiences
with actors ranging from former presidents Victor Paz Estenssoro and Gonzalez Sanchez de
Lozada of Bolivia to the Polish leaders Adam Michnik and Jacek Kuron as well as Lech Walesa,
the trade union leader who the Polish break from one-party rule in the 1980s and became its
president in 1990.

Also acknowledged are presidents John Kufuor of Ghana, Obasanjo of Nigeria, Wade of Sen-
egal, Festus Mogae of Botswana, Chissano of Mozambique, Mwai Kibaki of Kenya and Prime
Minister Meles Zenawi of Ethiopia, UN General Secretary Kofi Annan, and World Health
Organization general secretary Gro Harlem Brundtland. Indeed, by virtue of this cast of char-
acters, his book provides a peek into another world, barely recognisable through today’s lenses.
This same volume, now published 15 years ago, contains Sachs’s observations about and rec-
ommendations for governments seeking to develop. Given its entry into the complex and con-
tested field of development economics, the book was subsequently intensively debated.

Writing for The Guardian, John Vidal thought it telling that ‘in 400 pages devoted to eradicat-
ing extreme poverty, Sachs only ever talks about Africa in clichés about hunger, Aids, malaria
and misery, and instead left the reader only able to conclude that ‘the continent - and any-
where else with extremely poor people - is permanently and uniformly suffering...and that
poor countries can only get to the next stage of development with the west’s help. He goes on
to criticise the book for offering simplistic solutions to every problem, comprising swift and
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dramatic ‘neoliberal’ economic interventions (Vidal 2005). In a review in
the New York Times, Prof Daniel Drezner (2005) criticised Sachs for failing
to acknowledge earlier arguments from which he borrowed, observing:

Long-time experts in the field who read this book may feel a strong sense
of déja vu. They should. Much of Sachs’s argument can be summed up in
this passage from Walt W. Rostow’s book The Stages of Economic Growth,
written in 1960: “The creation of the preconditions for takeoff was largely
a matter of building social overhead capital - railways, ports and roads -
and of finding an economic setting in which a shift from agriculture and
trade to manufacture was profitable’ Sachs neglects to mention the extent
to which the Rostow model dominated discussions of development in the
1950s, 1960s and 1970s.

Drezner also argued that Sachs’s book was riddled with inconsistencies,
particularly about the neo-Weberian emphasis of the role of cultural
structures for economic output, despite claiming in the same volume that
‘religious and cultural traditions have prevented women from educating
themselves, which in turn has slowed development’ (Drezner 2005).

But perhaps the most trenchant critique came from Niall Ferguson, who wrote in a New York
Times review of another book - an ideologically opposed one at that, The Bottom Billion by Paul
Collier - that

... debate about [sub-Saharan Africa’s] economic future in recent years has been between two
American economists based in New York. On one side of the argument is Jeffrey D. Sachs,
director of the Earth Institute at Columbia University and the author of The End of Poverty.
On the other is William Easterly of New York University, whose ironically titled White Man’s
Burden lampoons Sachs as a modern version of a 19th-century utopian.

Ferguson then criticises Sachs for his seemingly simplistic notion that ‘Africa can be saved with
$75 billion a year in Western aid. Numerous scholars have debated this, including its feasibility
(Collier 2007) and its appropriateness (Moyo 2010). Significantly, most of the participants in
this debate are based in America - far more so than in the early 2000s.

In this volume in particular, Sachs also addressed a far broader range of topics, referring to
countries where development had been elusive, lacklustre and obtained. Naturally, these coun-
tries included China, whose government he had advised since 1992. This Occasional Paper
seeks to set itself apart by examining a particular set of ideas contained in Sachs’s treatment of
the Chinese model of development, with the aim of reviewing their relevance to contemporary
developments in China and the world pertaining to China. It proceeds by noting key aspects of
Sachs’s understanding of the Chinese economic miracle, particularly comparative insights into
the areas where Sachs has the most experience; namely public health, and China’s economic
reform vis-a-vis those of other former communist societies that did not achieve the same out-
comes as China. It also compares Sach’s predictions about the future of the Chinese economy
to subsequent realities.

Prof Jeffrey Sachs.
Picture: Wikimedia
Commons.
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China has
become the
world's second-
largest economy
after the US, after
displacing Japan
in 2011.
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Discussing this solitary chapter in this otherwise diverse text allows for us to gain insights into
the world as it was in 2005; to examine which expectations and models of the future were pre-
sented; and whether they have proven valid. This review also reveals the extent to which seem-
ingly novel debates on China are not new at all. These are issues to do with China’s projected
slow-down, technology, public health system, the transferability of the Chinese model, as well
as its ability to bridge the economic and infrastructural gap between its eastern and western
regions as well as the milder but still significant disparities in north-south water scarcities. As
the book itself shows, these were already subjects of research and intellectual debate some 15
years ago. Nevertheless, the caprice of macroeconomic patterns as well as state-led develop-
ment also prevail in some instances, particularly the following:

« Since 2006, China has formulated a strategy for engagement with Africa.

 Since 2011, the world has been in the grip of an economic recession that has turned China
into a principal trading partner of and investor in many world regions, including Africa and
Central Asia.

o China has become the world’s second-largest economy after the US, after displacing Japan
in 2011.

« Since 2013, China has had the highest purchasing power parity in the world.
e In 2013, China launched its Belt and Road Initiative.

 Since 2014, China has been a net foreign direct investor.

Furthermore, in line with the advent of the Fourth Industrial Revolution (4IR), China has
emerged as a leader in technology, having experienced a tech sector boom encompassing
e-commerce, supercomputers, biomedical engineering, space exploration, military technology,
as well as alarms in the West about top-down approaches such as ‘Made in China 2025’ and
leadership in 5G technology.

In the first section, I review Sachs’s account of Chinese economic history, with particular
emphasis on its public health policy during the Mao era. In the second, I examine Sachs’s com-
parative analysis of the reforms in China from 1978 against those in Russia and the rest of the
former Soviet sphere in the 1980s. In the third, I summarise Sachs’s discussion of the what he
saw as China’s future challenges. I conclude with a review of some of the areas the Sachs study
overlooked, particularly its internal focus, and its downplaying of the African and Middle East-
ern dimensions of China’s rise and sustained economic growth and incongruent predictions
on further socio-economic reforms and future within China and in China-linked parts of the
world - that is to say, with very little circumscription, much of the world.

CHINESE ECONOMIC HISTORY

Sachs provides a reasonably conventional account China’s economic history. Utilising the
widely acclaimed Angus Maddison dataset on the long-term GDP of various societies over
1 000 years, he notes that, from about 1000 to 1500CE, China was the world’s most advanced
economy in the world, but then declined, with the ratio of Chinese to Western European GDP
per capita changing from 1.2 in 1000CE to 0.6 to 1 in 1500. Therefore, he concludes that the
Chinese economy declined just as the Western European economy began to take off.



This downturn was partially self-inflicted, with China turning its back on the outside world. It
banned international travel, following Zheng He’s path breaking voyages that took him to vari-

ous parts of the world, reaching as far as East Africa. Sachs modulates this somewhat, noting
that this move was also due to renewed anxieties about China’s northern frontier.

Nonetheless, the world continued to trade with China. Or more precisely, the world continued
to buy from China, with the imperial government restricting Western traders to specific ports,
and buying very little from them in turn. Inevitably, this led to the accumulation of currency
(silver) by the Chinese, who were self-sufficient in most areas. The British crafted a scheme
whereby they would smuggle opium - the one product China did not have, and harvested in
northern India and Afghanistan - into China. When, in 1838, the Chinese sought to seize this
illegal substance, the British embarked on what became known as the First Opium War, in
which the British and the West in general came out triumphant and thus in a position to impose
unfair peace treaties that gave ports to Britain and other western countries, thus turning China
into a quasi-colony.

During this period, China was industrialising, albeit in an ‘incipient’ fashion that benefited
the Western powers (Sachs 2005: 152). One of the prominent growth stories at this time was
that of Shanghai, which became a world leader in producing and exporting textiles. Given its
limited and extractive nature, it bolstered resentment against the Europeans, and even against
the imperial monarchy which had allowed this to flourish. Following the fall of the monarchy
in 1911, China’s new republican government could not consolidate its economic base, nor its
rule over China. This gave way to the formation of the Communist Party of China in 1921, and
a Civil War which was interrupted by the Japanese invasion in 1937. Having brokered a tem-
porary truce and united front against the Japanese, the Communists and Nationalists resumed
their fighting in 1945. The Civil War ended in 1949 with a Communist victory, and the birth of
the People’s Republic of China. This is where Sachs makes a fresh contribution to the otherwise

British troops capture
Zhenjiang in the last
major battle of the First
Opium War, July 1842.

[5]
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The People’s
Liberation Army
enters Peking,
January 1949.
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standard historical accounts of China, by detailing the medical revolution introduced under
Chairman Mao Zedong, China’s ruler from the birth of the PRC to his death in 1976.

Chinese public health under Mao

When Mao took over the whole of China in 1949, life expectancy in the country was only 41
years but had reached 65 years old by 1978. Similar improvements were registered in infant
mortality, from 195 out of 1 000 in 1949 to 52 in 1978. On the other hand, over the same period,
average births by Chinese women dropped from six to three. Sachs hails these as indicators
of successes in public health. In particular, the following initiatives are noted. Firstly, ‘major
health campaigns reduced or eliminated the transmission of several infectious diseases, includ-
ing malaria, hookworm, schistosomiasis, cholera, smallpox, and plague’ (Sachs 2005: 153). Sec-
ondly, ‘there was the innovation of the barefoot doctor, a community health worker for rural
areas with basic training in essential services, including prevention and treatment of infectious
diseases’ (ibid). Thirdly, ‘important improvements in basic infrastructure (roads, power, drink-
ing water, and latrines) raised the safety of the physical environment’ (ibid. Lastly, problems
associated with malnutrition were eradicated through ‘major increases in crop productivity’ in
the form of high-yield crops during China’s green revolution.2 For example, between 1961 to
1978, cereal yields went up from 1.2 tons per hectare to some 2.8 tons per hectare.

Nevertheless, as Sachs notes, this period also featured some disastrous policies. Chief among
these was Mao’s unrealistic and unobtained goal known as the Great Leap Forward (1958-
1962) aimed at transforming China into an industrial powerhouse by mandating each family
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to build backyard steel furnaces and melt their steel pots, pans and household items, which
hat ultimately turned out to be sub-par pig iron. Worse still, this came at the expense of tens
of millions of lives as peasant farmers were forced to divert away from planting crops, leading
to large-scale food shortages. Given its brevity, this chapter does not give an in-depth account
of this policy, and does not shed light on lessons learnt by the planners, as could have been
expected from a book by a development policy expert. The book proceeds, however, to the
more widely acclaimed but no less controversial Reform and Opening Up Policy that Chin has
embarked on since 1978.

A much-anticipated slowdown

Since 1978, China has displayed one of the most successful development trajectories ever
recorded, registering per capita growth of about 8 percent over four decades. In other words,
the average person’s income doubled every nine years, and by 2003 had increased eight times
since 1978. China accounts for much of the touted reduction in global poverty in this period.
Sachs calculates that, in 1981, some 64 per cent of the population lived on less than a dollar a
day, but by 2001 this figure had decreased to 17 per cent. Today, according to official data, it
is 1.7 per cent (Xinyu 2019). Sachs gives a lively example of witnessing this at first hand. On
a conference trip to Hainan Island in 1992 organised by the influential Chinese Economists
Society (CES), he observed the construction of the country’s latest newest special economic
zone (SEZ) as follows:

Even the drive to the airport was mesmerizing. We arrived at night and drove for miles past
campfires and torchlights on the side of the road. Each of these, we noted, was actually a build-
ing under construction, with the night shift hard at work, three of four floors up above the
ground on precarious bamboo scaffolding. There was very little heavy equipment, and no
crane in sight. The multi-storey buildings were going up by hand, and they were going up!
(2005: 156).

How long can China’s economic miracle last? While literature on the slowdown of the Chinese
economy — with annual GDP growth dropping to about 6.5 per cent over the past two years
— has gained traction, it is not a new topic - it was already receiving attention some 15 years
ago. What was Sachs’s take? As he put it, ‘it is typical for a fast-growing country such as China
to experience a gradual moderation of its growth over time, just as Japan did in the second
half of the twentieth century’ (2005: 155). This was because much of China’s new growth had
resulted from the adoption of imported technologies. As these technologies came into use,
thereby narrowing the income gap with the leading countries, the opportunity for ‘easy’ growth
through the importation of technologies was narrowed as well (ibid). He was ‘optimistic’ that
China would indeed enjoy more decades of rapid growth, thereby narrowing the gap in per
capita incomes that had developed over several centuries (ibid: 164). However, this came with
a caveat: he did not see China catching up with Western European living standards for several
more decades, with the ratio anticipated to be 1:0.6 (i.e., 1500 levels) by 2050. The book’s pre-
2008 heritage is apparent here; China has since become one of the world’s technology leaders
and innovators, with half of all global patents in 2018 filed in the PRC. Moreover, it had 167 of
the 500 most powerful supercomputers, which in 2001 it did not have a single one.3 Since 2014,
China has overtaken the US in purchasing power parity (PPP) terms, and 40 per cent of all new
global growth between 2009 and 2016 occurred in China alone (Allison 2017: 12).

Since 1978, China
has displayed one of
the most successful
development
trajectories ever
recorded, registering
per capita growth

of about 8 percent
over four decades

[7]
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China's success,
Sachs noted,
eluded other
countries that
previously
experimented

with communism.

[8]

COMPARATIVE INSIGHTS

China’s success, Sachs noted, eluded other countries that previously experimented with com-
munism. While, following its market reforms, a boom was under way in China in the 1980s
and 1990s, Eastern Europe and the former Soviet sphere were experiencing ‘a huge and painful
contraction of heavy industry’ (Sachs 2005: 156). These divergent experiences raises numerous
questions, including whether China’s approach has been superior. The standard view, as sum-
marised by Sachs, who had advised several Eastern European governments during their free
market reform processes in the 1990s, is that China’s course was characterised by gradualism,
‘whereas Eastern Europe proceeded radically, indeed by shock therapy’ (Sachs 2005: 156). How-
ever, he did not endorse this standard view; in the first instance, he noted, the Eastern Europe-
ans had been more gradual than their Chinese counterparts, and failed nonetheless. Secondly,
China’s reforms were defined by their episodic rapidness and at times their spontaneity.

Mikhail Gorbachev had experimented with gradual reforms in the Perestroika/IlepecTporixa
(Restructuring) era from 1985, based on his own interpretation of the Chinese experience,
which had after all taken place earlier (about seven years at the time) and offered potential
lessons. Hungary, for its part, also attempted ‘goulash’ socialism and was thus one of the first
communist countries, since Lenin’s New Economic Policy of the 1920s, to attempt a mixture of
socialism and gradual or partial liberalisation. On the other hand, China’s vaunted gradualist
approach showed episodes of ‘breath-taking speed and radicalism’ (Sachs 2005: 156). There-
fore, there must have been other variables at work that had led to the different outcomes.

In this book (as well as subsequent lectures and articles), Sachs grappled with identifying these
factors, drawing on collaboration with professors Wing Thye Woo and Xiaokai Yang. Thus
he identified a fundamental difference between the Soviet and Chinese economies prior to
embarking on their respective reforms. To begin with, China in 1978 was largely agricultural,
with some 80 per cent of its population living in rural areas, and 70 per cent working as peasant
farmers. During the collectivisation period, when peasant farmers lived in communes, yields
had been lower than they could have been and subsequently were, and incentives were lacking.
The 20 per cent of the population who lived in cities mostly worked for state-owned enterprises
(SOEs) and were entitled to lifetime employment and benefits, popularly known as the ‘iron
rice bowl

By contrast, circumstances in the Soviet Union were quite different: by 1978 roughly 60 per
dent of the population lived in urban settings, and 40 per cent in rural areas. The industrial
and services sectors each account for about 40 per cent of the labour force, and the agricultural
sector for the remaining 20 per cent. Importantly, almost all farms in the Soviet Union were
state-owned enterprises, maintained with loans issued by state banks, and subsidies to cover
losses. By contrast, the Chinese peasant communes were taxed by the state and were not the
main recipients of state subsidies. The eventual return to the ‘household responsibility’ system,
in which individual households could farm individual plots for profit, led to a drastic improve-
ment in productivity. ‘China was able, therefore, to begin its reforms with a major burst of agri-
cultural production and a radical market reform of the food sector’ (Sachs 2005: 159).

Spontaneity (i.e., bottom-up reform) was another differentiating factor. In the two years
between 1977 and 1979, the commune system underwent spontaneous disbanding, as villages
across the PRC took advantage of the power and ideological vacuum following Maos death
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(Sachs 2005: 160). ‘After decommunization spread like wildfire, it was validated by the Com-
munist Party of China in 1979, but the real action was spontaneous’ (ibid). As a result, food
yields drastically improved, increasing food supplies to the urban areas, leading to a ‘win-win’
for both city and village dwellers.

More rapid reforms were introduced in the 1980s and 1990s, yielding ‘highly positive results’
(Sachs 2005: 160). Firstly, the government gave peasants the freedom to leave their farms and
to start working in industry in townships and village enterprises (TVEs). Because of this, ‘mil-
lions of industrial jobs opened up in hundreds of thousands of enterprises’ (ibid:161). Secondly,
living up to the ‘opening up’ component of the policy, China liberalised trade and investment
in special Economic Zones. As intended, foreign investors saw money-makers at hand’ as they
could bring in foreign technology and capital on the one hand and gain access to low-wage
labour for labour-intensive productions in a stable country with lowly taxed free zone on the
other. Thus the farming sector gave way to labour which could buttress China’s manufacturing
export sector. Within a number of years, China, began to experience an export boom reliant
on labour-intensive exports such as garments, textiles, footwear, plastics, toys, and electronics
assembly. The selection of the SEZs was partially shaped by economic history, with the current
sites displaying a ‘remarkable degree of overlap’ with the sites involved in the initial opening of
the Chinese economy in the mid-19 century (ibid: 161). The key difference, however, lay in the
fact that the SEZs under the PRC were ‘a matter of sovereign choice’ and were based partially
on the lessons recently generated by the successes of Korea, Taiwan, Hong Kong and Singapore
(ibid: 161).

Sachs’s arguments are in line with the normative literature, though a number of scholars and
theoretical traditions emphasise particular facets of China’s political economy, as summarised
in the box overleaf.

Skyscrapers in
Lujiazui, Shanghai -
showpiece of China’s
explosive development
since 1979.

Picture: Wikimedia
Commons.
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THEORIES ABOUT CHINA'S
ECONOMIC RISE

F. Harrod and Evsey Domar: A country’s growth rate
is largely dependent on the productivity of its capital
as well as the rate of new investment, which is itself
determined by the rate of domestic savings. In the early
phase of China’s development, its capital was highly
productive because there were considerable unfulfilled
investment needs, the limiting factor having been the
lack of domestic savings to finance these investments.
Sachs points to the role played by the Chinese overseas
community in partially closing this gap.

Robert Lucas and Paul Romer; Yukon Huang: Among
the factors identified by these scholars as determinants
of innovation and technical progress are structural
ones, including the benefits accrued through agglom-
eration in large urban centres, and institutional factors,
such as the role of competition in driving innovation.
The rapid development of China’s coastal cities led to
growth in initiative and entrepreneurship. This fron-
tier expanded outward as well, as competition with
the rest of the globe led to domestic improvement in
standards, whilst inter-provincial competition and the
rapidly growing MNCs heightened competition within
Chinaitself.

Arthur Lewis: In this model, countries that start off
with a high amount of low-wage labour are better off as
growth is considered to be driven by an upward move-
ment by labour from agriculture to high-productivity
industry. When the PRC started its reform programme in
1978, some 80% of its labour were peasant farmers who
were subsequently able to move into townships and
village enterprises (TVEs) and cities and SEZs to work
in export manufacturing, initially of foreign-imported
technologies, but presently, this is increasingly domi-
nated by domestically-developed technology.

Robert Solow and Trevor Swan: Labour (or human
capital) is considered an input into the aggregate pro-
duction process. The World Bank’s first ever study in
China (1983) reported that ‘despite slow growth of the
average level of consumption, China’s most remarkable
achievement has been to make low-income groups far
better off in terms of basic needs than their counter-
parts in most other poor countries! In light of China’s
projected slow down in population, since stabilising
in 2010, it has been suggested that China might soon
need to increase government spending on human
capital.

Source: Compiled by the author, based on Raiser
(2019), ‘Chinas rise fits every development model.

[10 ]

In sum, then, the zones were a combination of low-cost labour, accompanied by the availability
of international technology, and an increasing ‘torrent’ of investment funds, both from domes-
tic savings but increasingly in the 1990s from foreign direct investment (ibid: 160). Even among
the BRICS countries, the most closely watched emerging economies, China stands out as the
largest recipient of FDI (see Figure 1). Moreover, it has since become a net foreign investor.

Inward FDI into China, however, had three components: long-distance capital flows from
financial and industrial centres in the EU and the US; offshore Chinese communities in other
parts of the world, especially Asia; and circular transactions via Hong Kong and back to main-
land China.

However, the SOE sector has reformed only gradually. Throughout the reform period, Sachs
wrote (ibid: 161), SOE wages increased, while profits decreased and burdens on the budgets and
banking sector multiplied. In other words, the ‘iron rice bowl” appeared to be truly unbreak-
able. But dents appeared in the late 1990s when SOE reform began to take shape. Thus China’s
success has by no means been based on gradualism. By contrast, Eastern Europe in 1989 and
the Soviet Union in 1991 had virtually no non-state owned enterprises (i.e., the equivalent of
the communes) that could be easily or spontaneously liberalised. Governments had to continue



UJ CACS Occasional Paper No 9 | April 2020

subsidising them in a ‘macro economically unfavourable context, as they were already overbor-
rowed internationally.

o A combination of further disadvantages challenged the USSR and Eastern Europe:

o They had large external debts, which was not the case with China.

o Unlike China, they did not have long coastlines able to support export-led growth.

o They did not have a large and compliant overseas community which acted as foreign
investors.

o Their reforms coincided with a dip in the price of oil, whereas China’s did not.

o Lastly (and perhaps paradoxically), the Soviet Union was more industrialised, using tech-
nologies that were incompatible with Western technologies, whereas the PRC could more
easily adopt Western models.

In diagnosing Chinas future challenges, Sachs succeeded in identifying long-standing chal- — —————
lenges the country is grappling with in contemporary times. We turn to this future-oriented
analysis below. The other great

economic challenge
noted by Sachs was

PROGNOSTICATING CHINA'S CHALLENGES China having to

. o ) ) ) . decide on the role

Sachs started by assessing the east-west divide which he rightly characterised as striking. ) .

. . . o - of the state in social
China’s coastal provinces, he observed, were advantaged by their proximity, ‘both in time and

proximity costs, to major world markets by sea-based trade’ (ibid: 164). He characterised the and environmental

Tibetan Plateau and the deserts of Central Asia as ‘forbidding borders, with enormous trans- protection in the
port costs and great distances to major world trading centers” (ibid). As result, not much FDI face of market
had been seen in these parts of China, and the gap would be addressed ‘partly through an inter- reforms

nal migration of job seekers leaving the west and heading east’ (ibid: 165). By then, some 150

million people had already moved from the centre to the coastal provinces as seasonal but also
as permanent migrants, constituting the world’s greatest human migration.

Anticipating major (if also controversial) public works currently under way in that part of
China, Sachs also noted that the gap would have to also be partly addressed through invest-
ment by the coastal provinces in the interior in order to help improve infrastructure, indus-
trial development and social development through better schools and better health services.
In other words, as a more recent World Bank review has put it, in the face of an absent eager
private sector ‘the role of competition as a driver of innovation has been replaced with state-led
innovation drives’ (Raiser 2019: 2).

Sachs also talked about a north-south divide which, while not as glaring as its east-west coun-
terpart, was still quite significant. A central issue in this regard was water scarcity in the north,
due to lower rainfalls. Already, he noted at the time, the Chinese government was looking to
spend ‘tens of billions of dollars’ to redirect and divert rivers from the south to the north in
‘three great canals, though even then there were concerns over effectiveness and ecological
impacts (Sachs 2005: 165).

The other great economic challenge noted by Sachs was China having to decide on the role of
the state in social and environmental protection in the face of market reforms. This particularly

[11]
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Figure 1: FDI in BRICS countries, 2000-2018
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Source: Compiled by the author, based on data drawn from World Bank (2020).

highlights the flip side of the elimination of the communes. Dismantling that system also meant
dismantling ‘the only rudimentary public health system that existed, which was based on the
commune structure’ (ibid: 165). As a results since the 1980s, the rural poor had to depend on
out-of-pocket payments for health care, and for several years, infant mortality rates increased
in many rural areas. The SARS outbreak brought to the fore the urgency of public health. In
the wake of that 2003 epidemic, ‘China discovered that it utterly lacked a functioning public
health system in rural areas,; especially ‘one capable of surveillance and control of epidemics’
(ibid: 165). Therefore, Sachs prescribed that in the coming years, the PRC would need to ‘build
a system of social protection, and most notably a system of public health care, especially in the
rural areas’ (ibid: 166).

At the time of writing, the world was grappling with the coronavirus crisis. Sachs’s book high-
lights the degree to which these issues are long-standing. The final verdict about China’s man-
agement of the virus still needs to be delivered, but early readings have largely commended the
government’s proactivity, including the rapid construction of a hospital in a matter of several
days, and utilising robotics both for building work as well as caring for patients.4 On the other
hand, some analyses of the outbreak of the virus already link it to the issues which Sachs’ book
dwells on - particularly the liberalisation of the agricultural sector to such a degree that China’s
‘wet markets, by this point owned by a powerful elite with substantial lobbying capacity, in
Wuhan became the epicentre of the virus’ outbreak (Li, 2020; 29 January).®

Inevitably, however, Sach’s book does not take account of several other challenges and pros-
pects that have emerged since its publication. This includes current levels of indebtedness by
provincial and city governments — including the ‘hidden debt’ referred to be Weinland and Liu
(2019)6 - caused by attempts to outcompete one another in meeting national targets. This debt
could reach $560 billion by the mid-2020s. National debt is US$ 4.3-trillion, 51% of GDP. Most
of it is domestic, with foreign debt standing at about 14.3% of GDP, down from an all-time high
of 17.0% in 2014 CEIC Data 2019).
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Another challenge is China’s increasingly ageing population. Though not dealt with in Sachs’s
book, many studies have noted that the One-Child Policy has led to increased demands on
grandchildren, who have to provide care for two parents and four grandparents. The country’s
large population, one of its principal economic boons, is expected to start declining after 2029.
The government has predicted that the country’s population will peak at around 1.4 billion peo-
ple in that year, but will subsequently experience an ‘unstoppable’ decline down to 1.36 billion
by the year 2050. Economically, this means a reduction of the labour force by as much as 200
million people (Fensom 2019).

China is not necessarily unique in this regard, writes the World Bank Country Director for
China and Mongolia, Martin Raiser (2019):

As an upper-middle-income country (UMIC), China is now facing many of the same chal-
lenges confronted by these economies earlier in their history, such as declining productivity
growth as the forces of structural change run out of steam, and a rapidly ageing labor force.
These developments have been fuelling fears of a middle-income trap.

China seems to be responding to all three challenges. First, it has focused on automation, as
part of high-quality production by highly skilled labour. In line with the much-anticipated
4IR, China is expected to be a leader in smart factories, 3D printing, the Internet of Things
(through 5G), and other aspects of this quantum leap in production. According to Emily Craw-
ford (2019), China’s pursuit of this strategy, under the theme ‘Made in China 20257 is ‘a central
part of Chinass strategy to transition from a country known for making toys and t-shirts to one
that leads in advanced technologies. Because of the scale of China’s ambition, this has raised
anxieties in Washington® and has been less emphasised by the Chinese government.’

Second, China is actively recruiting foreign workers from neighbouring countries as well as
more distant ones. This will also promote regional integration, as China will be a fulcrum point
for many people in Asia seeking greener pastures. The establishment of more than 530 Confu-
cius Institutes — tasked with teaching Mandarin and promoting Chinese culture -between 2004
and 2018 (Jakhar 2019) has made this task easier to accomplish. Indeed, by 2010, an estimated
100 million people had already learnt Chinese via these institutions. By 2019, there were some
900 000 foreign workers in China, 23.7 per cent in increasingly cosmopolitan Shanghai.'

Third, China is pursuing the longer-term Belt and Road Initiative, aimed at expanding its
investment base, promoting regional and global integration, and boosting the economic role
of Chinas semi-peripheral western territories. Crucially, Sachs’s tract conceptualisation of the
east-west problem did not account for external variables and motivations that would justify
the expenditure China is looking to carry out along the BRI. These include projected access to
Eurasian and African markets, and the need to diversify away from the geopolitically unfavour-
able Pacific route.

This blind spot is perhaps one of the book’s greatest strengths; it underlines the need to sub-
mit developmental debates to continued scrutiny in terms of different traditions, methodolo-
gies and datasets. Of course, fresh data raises new questions; that is to say, the picture may
only finally be cleared when all the stakeholders are able to offer insights from their respec-
tive standpoints. With China, if nothing else, all corners of the world have become epistemic
stakeholders.

China is pursuing
the longer-term Belt
and Road Initiative,
aimed at expanding
its investment base,
promoting regional
and global integration,
and boosting the
economic role

of China's semi-
peripheral western
territories
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An electronics factory in
Shenzhen - an example of
high-quality production
by highly skilled labour.
Picture: Wikimedia
Commons.
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ENDNOTES
1

Far from complimentary, the same author proceeds to declare, however, that ‘Sachs seems to
be suffering a dose of advanced consultivitis - symptoms include a swollen ego and a fervent
belief that you can change the world. In a work littered with tales of meetings with presidents
and global dignitaries, he plays the moral economist who goes from country to country handing
out pills and mopping the fevered brows of administrations in economic crisis’ (Vidal 2005).

Recently, Eisenman (2018: 248) argues against the conventional wisdom which takes for granted

that the communes were sites of poor productivity which led farmers to abandon it and in its
place presents a divergent view; that the commune was instead the catalyst for the modernisa-
tion of agriculture, led to increases in productivity, and thereby lay much of the foundation for
the rapid growth that took place in the 1970s and beyond.

Graham Allison adds that ‘while China’s supercomputers previously relied on American proces-
sors, its top computer in 2016 was built entirely with domestic processors’ (2017: 18).

Having noted that the 2003 SARS outbreak had been spread mostly to and through health work-
ers, the country has deployed telehealth devices and robots in order to minimise human contact
in hospitals.

Vox. 2020 (6 March). “How wildlife trade is linked to coronavirus,” YouTube. Available at: https://www.you-
tube.com/watch?v=TPpoJGYIW54 (Accessed: 23 March 2020).

For Chinese governments, ‘hidden debt’ often refers to debt obligations that do not appear
directly on government books but are still considered liabilities. Local government financing
vehicles (LGFVs), or companies operated by municipal or provincial officials, are a primary source
of the ‘hidden debt load’ (Weinland and Liu 2019).

Under MIC 2025, nine sectors have been pegged as ‘priority areas’. These are ‘improving man-
ufacturing innovation, integrating technology and industry, strengthening the industrial base,
fostering Chinese brands, enforcing green manufacturing, promoting breakthroughs in ten key
sectors, advancing restructuring of the manufacturing sector, promoting service-oriented manu-
facturing and manufacturing-related service industries, and internationalizing manufacturing’
(PRC Government 2015).
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8 As Crawford (2019) has noted: ‘The plan has become a political flashpoint in the Trump admin-
istration’s trade war with China. Vice President Mike Pence invoked the country's ire when he
lambasted Made in China 2025 — its sweeping industrial planning strategy — as a directive to
obtain American intellectual property.’

9  Within weeks of Trump’s first tariff announcement in June 2018, the Chinese government
started to downplay MIC 2025 and has avoided mentioning the plan since (which Trump held up
as evidence that, thanks to him, China had abandoned the plan). Chinese media has been barred
from reporting on it. And in March of this year [2019], [Prime Minister] Keqgiang did not mention
MIC 2025 in his annual government work report for the first time since its announcement’ (Craw-
ford 2019). Nevertheless, ‘spoken or otherwise, there seems to be consensus that the principles
behind MIC 2025 are alive and well — China just isn’t using that name anymore’ (ibid).

10 According to Xing (2019), As of the end of 2018, there were 215 000 foreigners living in the city
with work visas, with about 18 000 of them considered to be high-level talents, the most across
the country'. Also see International Labour Organization 2017.President Donald J. Trump and US
officials meets with Chinese Vice Premier Liu He in the Oval Office of the White House, 4 April 2019.
White House / Shealah Craighead.
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