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China: High Elite Quality points to
sustained growth ahead

Chind’s overall global ranking in the EQx2023
has moved up and to # 22 (from # 27 in the
EQx2022), suggesting that the country has cont-
inued to improve its ability to deliver Value th-
rough the business models of its elite system. Chi-
na performed extremely well across many areas
including in the Pillars of Creative Destruction
(ii.6, rank # 9), Giving Income (iii.7, rank # 6),
Capital Value (iv.11, rank # 1) and Labor Value
(iv.12, rank # 14). Given a turbulent world eco-
nomy impacted by the COVID-19 pandemic and
its affermath, this performance points to the resi-
lience of Chind’s political and economic elites
and their ability to respond constructively to un-
certainty and risk.

This rise in Elite Quality elicits one key question:
how can a middle-income country like China
have a score that is comparable to an advanced
economy? The answer, as discussed in my com-
ment on the EQx2022 report, is traceable to Chi-
na’s long history of state formation and the evo-
lution of a bureaucratic system that focuses on
the long-term and hence on Sustainable Value
Creation. For example, Inflation, an extractive
elite business model that is attractive to elites in
times of crises and now rearing its head in many
countries around the world to hurt ordinary citi-
zens, is absent in China, which enjoys price sta-
bility (DOI, iv.11, rank # 1). Looking forward, the
question above might also be framed slightly dif-
ferently: when will China’s GDP per capita match
its Elite Quality score?

Chapter 4: EQx2023 Analysis and Interpretation

China’s score and ranking in the EQx is much
higher than its income per capita. One might
look at the fitted value differentials for a selection
of 32 countries as an indication of GDP per ca-
pita (ppp) growth prospects, and see that China
is well below the fitted line. This strongly suggests
that China is likely to increase its income per ca-
pita levels in the future until these match those of
countries that have similar levels of Elite Quality.
Specifically, the current GDP per capita of about
USD12,000, or USD19,000 in ppp terms, is poi-
sed to at least double. How so?

Income and productivity growth is enhanced
mainly by technology advances which are made
possible by scaling up the level of human and
physical capital. But for a huge country like Chi-
na, its sheer size means that capital accumulati-
on processes require a much longer time period
to reach the threshold affer which technology is
the key to economic growth. My assessment is
that China is on course fo moving closer to such
a threshold. The fact that China is now facing
more friction with the West will not help this
ascendent trajectory, but neither will it derail
Chinad'’s progress as long as its domestic elite bu-
siness models continue to emphasize Value Cre-
ation and refrain from extractive value transfers.

China has made clear its long-term income
growth goals for 2035 and 2050. The doubling
of its GDP will be achieved on the basis of conti-
nued reforms and a dynamic political elite that
will facilitate investments in the country’s human
and physical capital. The productive balance
between political and economic elites, a combi-
nation of state capacity and competitive markets,
lies at the core of the Chinese model.

Zhang Jun
Professor of Economics
Fudan University
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