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Prologue

Are Chinese statistics reliable?
Are Chinese macro-management tools 
adequate?
Where was the Chinese economy 
headed before 2008?
What are the concerns for 2009?



Chinese Statistics

Lots of progress, but incomplete coverage 
and quality control still problems
Large revisions common
Cross checks needed—seasonal adjustment, 
partner country data, proxies
Perversely, much more reliable during 
abnormal times than normal



Macro-management Tools 

Transiting between command and market
Monetary policy—weak transmission
Fiscal policy—sub-national and off-budget 
transactions
Exchange rate—relatively stronger
Administrative guidance--strongest



Landing a Plane on a Carrier is Never 
Easy, On a Pitching Sea it is Extremely 

Difficult and Hazardous

Normal
Landing



Economic Developments in 2008



Economic Developments in 2008 
Real exports have fallen
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Projections for 2009: The Context

One central concern
o Employment

Two types of rebalancing
o External to domestic demand
o Investment to consumption

Three macro-management challenges
o Fiscal space and monetary expansion
o Government spending, leads and lags
o Contingent liabilities and complementary finance



Employment
Urban employment creation is key
Meaningless magic numbers

o Net addition to labor force
o Pattern of economic activity

Employment and social distress
Things to watch

o Construction
o Internal migration
o Social spending initiatives



Rebalancing 1
Everyone expects a very poor global trade 
environment, so net export contribution is 
likely to be zero, or near to it, despite 
decline in imports
But China has surprised in past downturns, 
and incentives to export are still strong

o Capacity
o VAT rebates



Rebalancing 1



Rebalancing 1



Rebalancing 1
Global Outlook for China: Comparison with Previous Downturns

(Constant Prices, Average Yearly Changes)

1997    1998 2000    2001 2007    2008(e)    2009(p)

World GDP
3.8        2.5 4.2        1.7 3.7 2.5 0.9

China-Weighted World GDP a/
3.7        1.7 4.3        1.4 4.1 2.9 1.1

World Imports
9.7        4.8 12.2      0.3 7.4 6.2 -2.1

China
Exports

22.6      7.1 30.6      9.6 15.3 10.9 3.5
GDP

9.3        7.8 8.4        8.3 11.9 9.0 7.5
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Rebalancing 2
Much depends, therefore, on fiscal stimulus and the 
timing of inflationary pressures

With the November 9 plan, the government 
identified measures in 10 areas to boost domestic 
demand and growth in 2009 and 2010.

o Public housing projects
o Rural infrastructure investment
o Transport infrastructure
o Health and education
o The environment
o Innovation and restructuring
o Post-earthquake reconstruction
o Household income
o Rolling out the VAT reform nationwide in 2009
o Increasing bank lending



Macro-Management Challenges

There is fiscal space
When will inflation 
rear its ugly head?

Fiscal Space



Macro-Management Challenges 

Government Spending—Leads & Lags
Direct boosts to consumption limited, so 
lead time longer
Off-the-shelf investment projects exist 
because of 2006-2008 contraction
Can ramp up new projects, but monitoring 
and supervision is challenging



Macro-Management Challenges
Fiscal Space, Yes, But For How Long?

Length of global downturn and second bite 
at the apple
How much can sub-national governments 
do?
Contingent liabilities—local governments, 
SOE, financial institutions
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