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China's Economy: What Everyone Needs to Know is a concise introduction to the most
astonishing economic growth story of the last three decades. In the 1980s China was an
impoverished backwater, struggling to escape the political turmoil and economic
mismanagement of the Mao era. Today it is the world's second biggest economy, the largest
manufacturing and trading nation, the consumer of half the world's steel and coal, the biggest
source of international tourists, and one of the most influential investors in developing countries
from southeast Asia to Africa to Latin America.China's growth has lifted 700 million people out of
poverty. It has also created a monumental environmental mess, with smog blanketed cities and
carbon emissions that are a leading cause of climate change. Multinational companies make
billions of dollars in profits in China each year, but traders around the world shudder at every
gyration of the country's unruly stock markets. Most surprising of all, its capitalist economy is
governed by an authoritarian Communist Party that shows no sign of loosening its grip.How did
China grow so fast for so long? Can it keep growing and still solve its problems of environmental
damage, fast rising debt and rampant corruption? How long can its vibrant economy co exist
with the repressive one party state? What do China's changes mean for the rest of the world?
China's Economy: What Everyone Needs to Know answers these questions in straightforward
language that you don't need to be an economist to understand, but with a wealth of detail
drawn from academic research, interviews with dozens of company executives and policy
makers, and a quarter century of personal experience. Whether you're doing business in China,
negotiating with its government officials, or a student trying to navigate the complexities of this
fascinating and diverse country, this is the one book that will tell you everything you need to
know about how China works, where it came from and where it's going.

"If the notion of a middle way sounds intuitively appealing, Arthur Kroeber's book brings rigour to
the debate to show why it is also the most likely outcome. A longtime China analyst now
managing an independent research firm, he launches an assault, albeit courteously worded, on
conventional wisdom from the two opposing camps. What emerges is a nuanced take on an
economy facing serious challenges, ones that do not spell its collapse but could prove
intractable all the same."--The Economist"Thankfully Arthur Kroeber has [condensed] many
years of studying and writing about the Chinese economy into a single-volume portrait
accessible to the generalist. Aside from the clear descriptive prose and judicious organisation
this book achieves two things. On the one hand it lays out a detailed framework of how China
works that will be recognisable to experts, and accessible to newcomers, breaking the whole
into a series of digestible parts. On the other hand it offers a layer of measured assessment
aimed at addressing the full range of pressing issues affecting China."--Forbes"Few have



watched the development of the Chinese economy as closely as Arthur Kroeber. [China's
Economy] is a wide-ranging and authoritative primer on the history and development of China's
unique blend of decentralized economic authoritarianism."--QuartzAbout the AuthorArthur R.
Kroeber is founding partner of Gavekal Dragonomics, a China-focused economic research
consultancy he established in Beijing in 2002 after 15 years as a freelance financial journalist in
Asia, and editor of its flagship publication China Economic Quarterly. He is also head of
research atthe firm's parent company Gavekal, where he advises financial, corporate and
government clients on economic and political developments in China. Kroeber is a senior non-
resident fellow of the Brookings-Tsinghua Center for Public Policy, adjunct professor at Columbia
University's School ofInternational and Public Affairs, and a member of the National Committee
on US-China relations. He lives in Beijing and New York.
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George Fulmore, “Great Overview of Chinese Miracle. This is great book if you want to have a
better understanding of how China did what it did over the past 50 years. The book is easy to
read, for the most part, and provides some very frank insights into the positives and negatives of
what has gone on in China since 1979.The author lived in Bejing for more than 10 years, as a
background to writing this 2016 book, which tells the story of how China got to where it is today,
and where it is headed.The author concentrates on Chinese history over the past 50 years,
when, in 1979, Deng Xiaoping started what the author calls the “reform era.” This was 23 years
after capitalism was banned in China.In 1979, China’s economy was way behind its neighbors:
Japan, South Korea and Taiwan. Japan at that time had the second largest economy in the
world. China had a lot of catching up to do.Agriculture at that time was the biggest industry in
the country. It was concentrated in the countryside, which was overpopulated and
impoverished, per the author. Only about 18 percent of Chinese people lived in cities at that
time. Xiaoping ended the agricultural communes. He saw that the land was returned to
individual landowners. Infrastructure was dramatically improved in rural areas. The first 10
years of the reform era was dedicated to the countryside. Rapid gains in income and prosperity
there followed, but so did inequality.Migration to the cities was prohibited at that time, but the
government, under Xiaoping, began to switch the efforts of reform to the cities, where there was
also growing inequality. By the 2000s, the goal of the government was to move as many people
off the farms into urban areas. By 2013, 53 percent of China’s population lived in cities.Large
plots of rural land were bought by local governments for the development of cities. But much of
these transfers being viewed as unjust, as the farmers could not control the prices for their
land.Per the author, “China’s emergence as a great industrial and exporting power is one of the
truly world-changing events of the last two decades.” By 2014, China had become the second
most powerful nation, economically. In 2009, it became the largest export nation in the world. A
primary reason for these accomplishments was that the government concentrated on building
ports, roads, powerplants, and electrical networks as a base of infrastructure.But the author also
says, “the confluence of historical advantages, good luck and good policy produced an
unusually powerful economy.” He also sites low labor costs in the mix. Special economic zones
attracted foreign investment. Many Hong Kong factories simply relocated to the Chinese
mainland, and most of the imports were shipped out of Hong Kong. The focus was on labor-
intensive light industry that produced cheap textile goods and cheap consumer goods for
export, at the expense of the production of domestic consumer goods.As this second part of the
reform era stabilized, investment in housing and heavy industry was added. By 2014, China was
producing half of the world’s steel. This gave the country the ability to invest billions of dollars in
rail lines, roads, airports, ports and pipelines. This would lead to the development of automotive,
chemical, shipbuilding, machinery and other large-scale industries.Urban housing was
privatized in the 1990s. Previously, it was controlled by the factories for their workers. But the



government gave residents the option to buy their units in the early 2000s, via process that
made those who controlled urban housing relatively wealthy.There can be no denying the huge
number of urban poor who remain in Chinese cities. Says the author, “China has done a good
job of urbanizing jobs, but a bad job of urbanizing people.” There is an oversupply of high-end
housing, and an undersupply of affordable housing. There is also an estimated 100 million of
migrant workers in China. And, says the author, “the government has done very little to address
individual income inequality.”But it is equally true, he says, that “China’s economic growth since
the 1980s has lifted hundreds of millions of people out of poverty. This is a great
achievement.”The author goes through the history and organizational structure of State Owned
Enterprises (SROs). He says that, today, the SROs tend to be concentrated in the heavy-
industry sectors. He says that many studies show that private firms outperform the SROs and
that the continued conversion of SROs to private firms must continue for China’s economy to
keep growing at a rapid pace. He says that China is burdened with debt from the inefficient
borrowing of SROs for production that was less and less in demand.Some other info from the
book:• At present, China has neither a property tax or an individual income tax. Virtually all
taxes are paid by companies.• It is the world’s biggest consumer of energy, and it is just getting
started, in many ways.• It has plenty of coal, and will probably stay dependent on coal for may
decades. It is by far the biggest polluter in the world.• By 2030, China’s urban population will be
more than 1 billion.• By 2050, one of three Chinese will be over the age of 60.• In 2016, China
sold 28 million cars and trucks. In contrast, about 17.5 million were sold that year in the U.S.•
The population of China’s middle class is about the same as the entire population of the U.S.•
Uncontrollable corruption will eventually force the system into either political collapse or
economic sclerosis.• The Communist Party is the gatekeeper of all information that flows into the
country.• China’s increased prosperity is beneficial to the rest of the world.The author does not
see China today as under the control of a dictator, but under the leadership of the Communist
Party. He feels that China is highly decentralized and that local areas have a great deal of
independence and power, much more than most observers in the outside world perceive. He
also feels that China does not “cheat,” except in ways that every industrial country has done
during catch-up phases.Additionally, he says that “solving the social welfare puzzle is essential if
China is to bridge the vast gulf of income and social inequality that has arisen as the result of the
fast economic growth of the past three decades.”China is in the process of converting its
economy from investment and exports to a domestic consumer economy. Says the author,
“Ultimately, though, a more open and less paranoid political system will be required for Chinese
society to remain vibrant as it grows older and richer.”And, a final thought from the author:
“There is plenty of room in the world for both the U.S. and the Chinese systems, so long as
people on both sides can agree that this peaceful coexistence is a goal worth striving for.Like I
said in the beginning of this review, this is a great book if you want to have a better
understanding of how China did what it did over the past 50 years.In this review, I am just
scratching the surface of all the book has to say or offer.”



A. Menon, “Highly readable overview of China's Economy and the context of its developement.
The Chinese economy is consistently a topic that dominates political and economic
discussions. The nature of the Chinese economy is often misunderstood and aspects of it can
be grossly overstated while others underrepresented. China's Economy discusses many
aspects of the largest global economy in purchasing power, exploring the drivers of growth and
the political economy that has defined the last 30 years for the country. One gets a sense of the
history as well as the challenges it faces for the future. Avoiding sensationalist content the book
gives very good balanced perspectives on the critical issues that are often quoted in the news
including its debt, its corruption levels, its trade policy and its actual economic weight in the
global economy.The book is split into 12 chapters covering a host of topics. The author starts
with discussing the huge rural to urban transition that started to occur with the reforms during
Deng Xiaoping's leadership. One gets a sense of the low base that growth started from as well
as the scale of the transition that needed to occur. China remains a relatively rural population for
where it is on the income per capita spectrum. The author discusses how china focused on
growing its capital base along the coast to drive export led growth, similar to other Asian tiger
economies and discusses the rise of the export proportion of the economy which peaked at 30%
of GDP right before the financial crisis. That proportion has since diminished as infrastructure
investment has rebalanced demand from export to domestic (creating a host of other problems,
namely much higher credit intensity). The author discusses the size of the SOE sector and how
it has gone through cycles in which the entire economy was SOE dependent to the early part of
last decade when large layoffs in the SOE space occurred to try to improve efficiency. The
decline in profitability of the SOE sector is also discussed in the aftermath of the financial crisis
as credit was a directed towards that sector to drive GDP growth with a decline in the export
sector. The author discusses the fiscal side in China and how despite it having a politically
dominant central government, its economic system leads to much more provincial spending.
The tension between central government and provincial economic goals and priorities is
discussed and the author gives insight into why reform can be so difficult at times when goals
are conflicting. The financial system is discussed and statistics are given on how credit has
been allocated. The author discusses the interest rate system and the migration of loans from
state to household that is occurring. The author also discusses how the investment led growth
led to a degradation of the environment and the subsidies on energy for investment led to
unbalanced use of commodities and negative externalities in the form of pollution and
overinvestment. The author discusses how there is a central government desire to reorient the
economy but a provincial level civil unrest risk that comes with layoffs in heavy industries.
Demographics are covered and the reader gets a history of the one-child policy and the views
on human capital that the party took over the years. This has most recently been relaxed but the
author discusses the low fertility rates despite this as the cost of living has gone up. The
consumer economy is also discussed and the author gives context to the heavy investment that
has taken place. The author discusses the capital stock/GDP ratio of China and the US and how



high investment share of GDP is to be expected. The author does also reiterate that the high
investment share is unsustainable and the recent boom has created imbalances but the starting
point was such that claims of under-consumption are out of context. The author discusses
inequality and corruption and the political economy of the growth. He discusses the reasons for
the recent crackdown on corruption executed under Xi Xinping. In particular the author
highlights how the growth model of heavy investment to fuel growth led to easy opportunity to
skim from the political elite- the value of such a strategy was positive despite its impact on the
social contract of the people and the party in the early stages but at this point it is fuelling
inefficiency. China's Gini coefficient has risen massively as wealth was transferred from rural to
urban as housing was privatized and the political class capitalized on public spending. As a
result of the declining productivity of capital investment the willingness to tolerate corruption has
become much lower as it is counterproductive now. This leads the author to discuss the growth
model and its need for change.China's economy is of central importance to global growth and
has been the largest contributor for some time. Its economy is often misunderstood and
criticisms of policy are often a way for those criticizing to avoid self reflection. The author
discusses some of the most important topics concerning the Chinese economy including its
politics, its demographics, its productivity, its financial system and its growth model. The author
also discusses China's role in global politics as well as its soft power. There is much uncertainty
that cannot be cleared up regarding China and its path of development but this book gives much
insight for those wanting to try to weigh the odds of various outcomes.”

Jennifer in NH, “Clearly written and comprehensive. Dr Kroeber covers a vast range of key topics
about China's economy and does so in a very accessible style. This book is a wonderful
resource.”

Adam Carlton, “Clearly written and balanced take on the history and future prospects for China.
This book seems the best modern survey of the Chinese economy. I was interested in whether
China is still a planned economy (as Michael Roberts has argued: "Xi takes full control of
China’s future") or whether it has reverted to capitalism. I also wanted to get a sense of where
the modernisation campaign has got to, and the prospects for coming political change.Kroeber's
book is useful for all these questions. It's incredibly well-informed; about as well-written as any
book on Chinese political economy could be; and compelling and astute in its observations. As
far as I can gather, despite the remarkable growth in the capitalist sector in recent decades (the
powerhouse of the economy), the 'dominant heights' of the economy are still politically
controlled by the Communist Party. This includes both the SOEs and some of the larger
capitalist companies, where the ownership structure is opaque.Kroeber argues that China has
reached the end of its massive extensional period of growth and is now pivoting to intensive
growth, relying on worker upskilling, an enhanced service sector, a further increase in the market
sector at the expense of the deadbeat SOEs and Chinese leadership in technological



innovation. This process is hard to reconcile with Xi's increasingly authoritarian policies (which
are themselves driven by the need to break the power of defenders of 'the old ways'). It seems
that another kind of pivot will be needed in the early 2020s if growth on the new course is to be
sustained.Kroeber emphasises that China is still, in terms of GDP per head, a poor country. It
will take many decades to catch up with the G7 advanced capitalist countries. This is worth
remembering when encountering yet another scaremongering article about the imminent
Chinese challenge to American global hegemony.”

Brian Lait, “Very informative. The unfortunate part about this book is that it was published some
4 years ago, and for me the most interesting subject is the 'march' of Xi Jinping over these past
few years.That said, this book is a mine of information whether with its sensible comments about
pollution in a developing nation, or the scary fact that the country's labour force runs into
hundreds of millions.I guess that one day China, both in terms of its own quality and sheer
volumes will outstrip everyone else by whatever means you care to measure.A very interesting
and informative read, even though I got lost amongst all the statistics and other information.”

J. A. Garlick, “The best analysis of China's economy available. As a scholar of China, I can state
categorically that this is the most outstanding book on China's economy thus far. It is extremely
objective and backed up with copious amounts of data. The author has been working in China
for decades, and has assembled an enviable amount of statistical information. In addition he has
observed China for a long time, enabling him to form a clear picture of the strengths and
weaknesses in the economy.This is not really an easy read, but is chock-full of very valuable
information and concise, clear summaries of particular issues in short sections, so these can be
picked out one by one as the reader requires. This makes it an excellent resource, and one
which I am intending to refer to frequently in class.”

os, “Superb overview of China past, present and future.... If you want one book to help you
understand China as am economic, political and social entity this as good as it gets. Balanced,
through and comprehensive it reads brilliantly. You will rarely encounter such an informative and
engaging book. What is particularly interesting is how the author is able to neatly show how the
Chinese since the demise of Mao have managed to bring their country from a backward
agrarian society where poverty and lack of enterprise and drive were the norm, to being a
country where anything remains possible. Political reform Western style may not be on the
agenda but wealth creation alongside increased social inclusion definitely are. Who, asks the
author can realistically at least in the short term this trade- off between increased prosperity and
political pluralism?Topics include: land reform, urbanisation, trade, environmental issues,
demographic issues and much else besides. Think you know China? –think again! Read this and
find out for sure.Recommended.”



Dickens, “Superb. What an excellent book. Being generally interested in economics, investing
etc. I have always been aware of the growth of China. As I type this, a Chinese executive has
been arrested by Canada for sanctions busting, films such as The China Hustle and various
documentaries on ghost cities paint horror stories of what potentially will befall gullible
westerners and a tariff war is taking place. This book explains it all, in an easy read. Well
researched and honest this will strip away the BS taking place and put things into context.
Recommended, not just for economists.”

The book by Arthur R. Kroeber has a rating of  5 out of 4.6. 335 people have provided feedback.
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