
 
New Book 

᷇ 

 

University of Tokyo and IMF Office for Asia and Pacific 

Modernizing China 
⁯χự ᴟ 

Investing in Soft Infrastructure 
ЊТЕϱрТжϒχ Ɫ 

 

Ằ ᶘʺ⁯∑ ᵁṁỲˢIMFx ϯЅϯ ӽⱧ  



Roadmap 
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ÅSetting the stage 

ÅFiscal policy frameworks 

ÅMonetary and financial policy frameworks 

ÅState-owned enterprise reform and public administration 
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Setting the stage 
China matters as never before 

 

ὂ ệ 
ΤνοσΜ ⁯χ ệ 



Development and global footprint 
ᵫ ΣϢό ᵦτΣΪϥ  

ÅLifting 600 million out of poverty; 
middle class 150-200 million 

ÅPhysical infrastructure benchmark 
(e.g. high-speed trains) 

Å1/3 of global growth 

ÅSpillovers: 1 percent growth shock/ 
0.3 percent in Asia 

 

Å6ᴑ Ϭ ₉ΤϣԏΦ Ϋϥʻ
▀ᵬẘψʺ1ᴑ5 ˙2ᴑ
∕βϥʻ 

Å ϱрТжχЦрЎЫ˔ϼ
ˢ ʿ‰ ˣ 

Å ᵦ χ3 χ1ϜṄ ʻ 

Å ẉ῟ᴮ( ⁯χ ЄдАϼ)
⁯ὊↄτΣΜο Υ1%Ъ
ϱрЕᴞΥϦωʺ ϯЅϯπψ0.3
О˔ЈрЕᾚρὌΥϥʻ  

1.1. ᵦ ▀‰τΣΪϥ ⁯χ ϛϥᶤ› 
ˢ2015 † ᴣχᶤ›ˣ 

⁯ 

⁯ 
 

е˔кАО
ί 

 

ζχ ӽ 
 

ʿIMF ӽ Ὂↄ : ϯЅϯ ӽ (2016 4Ὦ) 



Credit-driven investment model:  
diminishing returns calls for new growth model 

τ μθ ⱢЯДи:  
⇔Ϥχ τϢϤ׃ θσ ЯДиΥ  

ÅGlobal financial crisis stimulus 

ÅCredit-driven investment  

ÅWeaker investment efficiency 

ÅIncreasing consumption will 
be paramount 

 

ÅϽк˔НиỲ ḾṐῇχ▼
ὣ├ 

Å τ μθ Ɫ 

Å Ɫ῟ χ ᴞ 

Å χᶈ ψΩ ᴿ  

1.4. Ɫ ׃ χ ᴞ 
ˢ̋ˣ 

⁯לם ▀ˢGDPx    

ᾢᵦⱢ ἰ 3 ḧӱ ỡ 

GDPτ ϛϥ Ɫ  s ֒
ˣ 

ʿCEIC 



Limits of traditional growth model 
Ṍ χ ЯДиχᾢᵦ 

ÅάǳƴǎǘŜŀŘȅΣ ǳƴōŀƭŀƴŎŜŘΣ ǳƴŎƻƻǊŘƛƴŀǘŜŘΣ ŀƴŘ ǳƴǎǘŀƛƴŀōƭŜ ŘŜǾŜƭƻǇƳŜƴǘέ 
March 2007 (WEN Jiabaoύέ 

ÅGlobal Financial Crisis further increased imbalances and vulnerabilities 

ÅThird Plenum (2013) comprehensive reform blueprint 

Å13th Five-Five Year Plan (2016) focus on growth quality, boosting 
consumption, expanding the services, further opening up the economy, etc. 

 

Åˮӗ χσΜʺНжрІρ ϬὧΜθʺⱱ ᴦ  σᵫ ˯
2007 3Ὦ  

Å ᵦỲ ḾṐτϢϤ ỡ”ρ ήΥήϣτᶈפֿ  

Å╣ ᵓˢ2013 ˣ ᵠᶗχὓᵊ 

Å 13ⱳ5ϸ ὓᵊˢ2016 ˣψʺ χלʺ ᶈ ʺЂ˔РІχ
ήϣσϥὊↄᵫʺם σςϬ ♪ 

 



Rebalancing: complex and interlinked but paramount 
™ ʿ ╛τ ὫΰοΜϥΥ τ  

Rebalancing toward: 

ÅDomestic demand, consumption, and 
services 

ÅSustainable corporate and local 
government debt 

ÅBetter financial sector governance 

ÅMarket allocation of resources 

ÅProductivity and innovation 

ÅInclusive and greener growth 

ÅMarket-friendly transparent 
communication 

 

 

ӟᴞτ βϥ™ ʿ 

Å⁯ χ ʺ ʺЂ˔РІ 

Åⱱ ᴦ σḼỘρ χ№  

ÅỲ χϹНЗрІᵠ  

Å◕ ϬρΣΰοχⱢᾛ  

Å ▀ ρϱЛЦ˔Єдр 

Å ᶧ σϢϤḕẽτ ΰθ  

Å◕ τ ΰθ χΚϥЀЬвИ

Ͼ˔Єдр 

 



tǊƻƎǊŜǎǎΥ ŜȄǘŜǊƴŀƭ ǘƻ ŘƻƳŜǎǘƛŎ ŘŜƳŀƴŘ ŀƴŘ ǎŜǊǾƛŎŜǎΧ 
ʿᵰ Τϣ ʺζΰοЂ˔РІỘϒΧ  

ÅLess reliance on external demand 

ÅGrowing share of private 
consumption, but investment 
(and savings) remains high 

ÅIncreasing share of services 
(service sector now accounts for 
40 percent of employment) 

 

Åᵰ τ βϥӢ Ϭ ᾚ 

Åᾤ χᶤ›Υ ᴥʺΰΤ
ΰ ⱢˢΣϢό ˣψ‰♁
ϘϤ 

ÅЂ˔РІỘχᶤ›Υ ᴥ
ˢЂ˔РІЈϼЌ˔ψᾝ∕
ᾼ χ40%Ϭ ϛϥˣ 

1.5. ᵰ Τϣ ϒχ™  
ˢ GDP ˣ 

Ɫ/GDP s ₮ ˣ 

Ὂ ◦/GDP (֒ ) 

ʿCEIC̋ IMFІЌАТ  



Χōǳǘ ƭŀƎƎƛƴƎ ƛƴ ƛƳǇƻǊǘŀƴǘ ŀǊŜŀǎ  
ΧΰΤΰ σ π ϦοΜϥ 

ÅStrong surge in corporate debt 

ÅCredit-driven growth model/target 

ÅInternational experience sharp 
growth slowdowns (50 percent 
financial distress) 

 

ÅḼỘ№ χẍ  

Å τ ϥ ЯДи/  

Å ᵦτΣΪϥὊᾓΤϣẍ
ᴟχᴦ  Ϭꜘ€ˢ50̋ Υ∞
ˣ 

1.6. ϼйЅАЕχẍὣσ  
ˢ GDP ˣ 

Ɫ ˢLGFVx τϢϥּס 1 

ԁ № 2 

ḼỘ№  

ᴪὓ№  

ʿCEIC̋ IMFІЌАТ  

1 Ɫ (LGFV) τϢϥ№ ψ ꜠σ № ρΰο ήϦοΜσΜʻ
№ ›ὓψ( ꜠σ№ ΣϢό ꜠σ № ρΰο ήϦσΜLGFV№ )ψ

2015 GDPχ 40%πΚμθʻ 
2 ꜠σ № ρΰο ꜡ήϦθLGFV№ χԁ ϬḯϚʻ 
 



Innovative, green, and inclusive growth 
ᶗ πʺḕẽτ ΰΜ ᶧ σ  

ÅLess reliance on physical investment, 
cheap labor, government 
direction/ownership 

ÅMarkets with strong frameworks and 
in line with social and economic goals 
paramount 

Å/ƘƛƴŀΩǎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ 
environmental sustainability (e.g. 
signing the Paris Agreement) 

 

Å Ɫʺ Ỳ ʺ χ
ΰ Ϟḩ ϒχӢ Ϭᾚϣβ 

Åếᾧσ ϙϬⱱκʺּזᵓʾὊↄ
├τΣΪϥЁ˔иρԁ ΰθ◕
⌠ϤψΩ ᴿ  

Å ⁯χⱱ ᴦ σḕẽ⌠Ϥϒχ︡
Ϥ ϙˢ ʿОзẸ ϒχ╥ᴥˣ 

 

1.9. ϯЅϯʿᵃẠ20 ḧχЅИ◙ χ ᴟ 
ˢЅИἰ ʺ1990 ӟ‭ˣ 

⁯ʺ ◕ ˢ2008 ʺ
35.2x  ⁯ʺ ˢ2008 ʺ
39.4x  Ізжрϸˢ2006 ʺ40.3x  

  ˢ2011 ʺ53.7x  

жϷІˢ2008 ʺ36.7x  

ϱрЖКЄϯʺ ◕ ˢ2011 ʺ
42.2x  

ϱрЖКЄϯʺ ˢ2011 ʺ
34.0x  

ЄрϹЪ˔иˢ2010 ʺ48.0x  

ϱрЖʺ ◕ ˢ2009 ʺ39.3x  

ˢ2010 ʺ28.7x  

НрϽжДЄвˢ2010 ʺ32.1x  

ḫ⁯ˢ2010 ʺ34.1x  

ТϰзСрˢ2009 ʺ43.0x  

ϱрЖʺ ˢ2009 ʺ30.0x  

Ый˔Єϯˢ2009 ʺ46.2x  

ЦЕЗЭˢ2008 ʺ35.6x  

ϸрЩЅϯˢ2008 ʺ37.9x  

КО˔иˢ2010 ʺ32.8x  

Ќϱˢ2009 ʺ40.0x  

ʿᶆ⁯ Ṑḩʺ ᵦỴ“ʺIMFІЌАТ▄  

ʿᶧᾬ ψ ựχД˔Ќ ︣ᴦ ρζχЅИἰ  



Market allocation of resources 
◕ χⱢᾛ  

ÅEconomic liberalization, but limited 
market discipline (e.g. bankruptcies) 

ÅNeed to enforce rules 

ÅFirm exits 

ÅSocial safety nets and resolution 
frameworks 

 

ÅὊↄχꜛ ᴟʺθιΰᾢ σ
◕ ṛ ˢ ʿ σςˣ 

Åṛ χ☼ם  

ÅḼỘχ  

Åּזᵓ Ј˔ТГϰКАЕρᵔὨ
χ ϙ 

1.10. χ ϙ 
ˢὯ ʺ2014 ˣ 

⁯ ЖϱБ ϱрϽжрЖΣϢ
όϳϴ˔иЇ 

⁯ 

ʿ ⁯∆ ʺCredireform̋ Euler Hermes̋ Sinotrust̋ U.S. Trust Offices̋ϱϻзІ№
ᵃộ 



LƴǾŜǎǘƳŜƴǘ ƛƴ άǎƻŦǘέ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ŀƴŘ ǇƻƭƛǘƛŎŀƭ ŜŎƻƴƻƳȅ 
ˮЊТЕ˯ϱрТжϒχ Ɫρ ⱵὊↄ 

ÅάƻǾŜǊŎƻƳƛƴƎ ƛƴǎǘƛǘǳǘƛƻƴŀƭ ŎƘŀƭƭŜƴƎŜǎέ ΧƎǊŜŀǘŜǊ ŜƳǇƘŀǎƛǎ ƻƴ άǎƻŦǘ ŀǊŜŀǎέ 
(Premier LI, September 2016) 

ÅOvercome strong vested interest groups (President XI, September 2016) 

ÅExternal anchors (e.g. WTO accession in 2001) fostered competition and 
enterprise restructuring 

 

Åˮ χ₉ χ⁬ ˯Χˮ ЊТЕ ˯Ϭ τ ♪ˢ2016 9Ὦʺ
ЀЮрЕˣ 

Åế σṌ ᾂ׃ϬϜν ׃ Ϭ  s 2016 9Ὦʺ ⁯ᴪ︠ ˣ 

Åᵰ ԍˢ ʿ2001 χWTOᴥ ˣ τϢϤʺẵ ρḼỘ™ Ϭ
ήϦθ 

 


