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Abstract

China's remarkable economic growth may be divided into three phases: (a) the economic
reform initiated by Deng Xiaoping in late 1978 until his south China tour in 1992, (b) from
1992 to accession to the WTO in 2001, (c) from 2001 until now. The key feature of the first
period is to overcome the ideological shackles of planned economy, to tentatively experiment
in a limited way with market economy and to learn from other successful East Asian
economies. The key feature of the second period is to introduce free market economy
experiences in Shenzhen to the rest of the country. The third phase is to integrate the Chinese
economy more closely with the global economy. The move to embrace market economy is
combined with a strong state involvement in the forms of state-owned enterprises (SOEs) and
industrial policies, as well as control of capital flow. The resilience and vitality of the Chinese
economy are demonstrated by how it has emerged from the 2008-9 global crisis in good
shape. While this is heartening and invites admiration, serious problems are emerging:
demographic change, environmental problems, social unrest, income disparity, poor
governance, debts of local government. If the Chinese leadership can display imagination and
strong leadership, most of these problems can be overcome, and the prospect for growth in the
near future is bright.
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