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The Chinese economy is slowing down, with 
declining manufacturing, falling exports, 
turbulent capital markets, rising debt levels 
and eroding foreign reserves. GDP growth 
rate fell to 6.9% in 2015, the lowest in a 
quarter of a century. Critical economic 
reforms are not progressing as expected. 
Ratings agency Moody’s Investors Service cut 
its outlook on China’s sovereign bonds from 
“stable” to “negative” on 3rd March 2016. 
Rumours abound that the Chinese economy is 
likely to face a hard landing. Is this true? 

The Report on the Work of the Government 
(hereafter referred as the Report), delivered 
by Premier Li Keqiang to the Fourth Session of 
the 12th National People’s Congress on   
5th March 2016, provides a glimpse of 

1. what had happened in China over the  
past year, 

2. what the government plans to do in 2016  
to shore up the economy, and 

3. the key tasks for the 13th Five-Year Plan 
(2016-2020). 

To understand the policy directions and what 
it might mean in terms of implications to 
businesses in China and beyond, a summary 
is presented below.

Economic overview of 2015

Amid global and domestic uncertainties and 
turbulences, China still managed to have 
made great strides in 2015, among which:

 – GDP reached 67.7 trillion yuan   
(US$10.4 trillion), representing a growth 
of 6.9% year-on-year, the highest among 
the major global economies;

 – Over 13 million new urban jobs have been 
created while employment situation 
remained stable;

 – The service sector as a proportion of GDP 
rose to 50.5% for the first time;

 – Domestic consumption contribution to GDP 
reached 66.4%, the highest level to date;

 – Personal per capita disposable income 
increased by 7.4% in real terms, higher 
than the growth rate of the economy;

 – Energy consumption per unit of GDP fell 
by 5.6%, and the targets on energy 
conservation and emission reductions 
were exceeded;

 – Innovation-driven growth and the 
penetration of the Internet into all 
industries picked up speed, and emerging 
industries grew rapidly; 

 – Utilised foreign direct investment reached 
US$126.3 billion, rising by 5.6%, ranking 
the world’s third largest destination for 
foreign direct investment; 

 – Non-financial outbound investment 
reached US$118 billion, up 14.7%; and 

 – The Made in China initiative was launched. 
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Meanwhile, the Report also recognises that China is confronted with many challenges,  
including a fall in total imports and exports, sluggish growth in investment, overcapacity in 
some industries, mixed growth prospects for different regions, imbalances between 
government revenue and expenditures, latent risks in financial sector, many problems in 
medical care, education, elderly care, food and medicine safety, income distribution and urban 
management. There are inadequacies in the work of government, where some reforms, policies 
and measures have not been fully implemented; a small number of government employees 
either do not or are unable to fulfil their duties, or behave responsibly.

Main areas of focus of government work for 2016

The year of 2016 is the first year of the 13th Five-Year Plan, and is of special significance in 
setting the right tone for achieving China’s goal of “doubling the 2010 GDP and per capita 
personal income by 2020” and building “a moderately prosperous society in all aspects” by 2020.

According to the Report, the main development targets for 2016 are set as follows:

Due to global sluggishness and domestic uncertainties, this is the first time in 20 years that the 
Chinese government set a target range for GDP growth, instead of a specific number. For the 
same reason, the numerical target for imports and exports has been abandoned. Last year the 
government set a growth target of 6% for trade, but in reality total imports and exports ended 
up falling 8% in US dollar terms, decreasing by a further 20% to a new low in 7 years in the 
first two months of 2016.

Well begun is half done. To achieve the long-term development goals, maintaining an average 
annual growth rate of 6.5% and above has become a battle that China cannot afford to lose in 
the next five years. For 2016, stimulating economic growth has become a top priority for the 
government. In the process, it will also undertake a series of structural reforms. 

To put things into perspective, Premier Li has highlighted eight key tasks in his 
government report:

1. Maintaining stable economic policies to boost growth

Proactive fiscal policy

The government plans to raise its fiscal deficit for 2016 to 2.18 trillion yuan, an increase of  
560 billion yuan over last year, with the deficit-to-GDP ratio rising to 3%. Of the deficit,  
1.4 trillion yuan will be carried by the central government, and the remaining 780 billion yuan 
is to be carried by local governments. The increase in government deficit is primarily served to 
cover the loss from the proposed tax cuts.

Special bonds for local governments will total 400 billion yuan, and local government 
debt-converting bonds will continue to be issued. 

Economic indicators Targets for 2016

GDP growth 6.5% to 7%

CPI increase Around 3%

Creation of new urban jobs At least 10 million

Registered urban unemployment rate Within 4.5%

Fiscal deficit 2.18 trillion yuan

Deficit-to-GDP ratio 3%

Growth of M2 money supply Around 13%

Growth in imports and exports Steady 

Growth of national defence budget 7.6%

Increase in personal income In step with economic growth

Reduction in energy consumption per unit of GDP Above 3.4%

Emission of major pollutants Further reduction



PwCWhat China plans to do in 2016 and the next five years 32

China’s nominal deficit-to-GDP ratio is 
lower than those of other major economies. 
In 2014, the deficit-to-GDP ratio stood at 
4.1% for the United States, 5.7% for the 
United Kingdom, 4% for France and 8.8% 
for Japan. But China’s total debt has now 
estimated to have reached 280% of Chinese 
GDP, higher than that for Germany (250%) 
and lower than that for Greece (320%) and 
Italy (335%). The new deficit will apply 
further pressure on the Chinese economy, 
albeit still manageable in the short term.

Learning from the lessons of the 4 trillion 
yuan fiscal stimulus package in 2008, 
which exacerbated China’s industrial 
overcapacity and the housing bubble, 
Premier Li has made it clear that the 
government will not consider another 
stimulus measure this time. 

Tax reductions

The government plans to drastically cut  
tax and fees for enterprises to reduce  
their burdens. 

Starting from 1 May 2016, the pilot of 
replacing business tax with Value Added 
Tax (VAT) will be extended to the 
construction, real estate, financial, and 
consumer service industries; government-
managed funds set up without authorisation 
will be abolished; the collection of 
contributions to certain government-
managed funds will be suspended or 
consolidated; and more enterprises will be 
exempted from contributing to water 
conservancy construction funds and other 
government-managed funds; exemptions 
from 18 administrative charges which 
currently apply only to small and micro 
businesses will be expanded to include all 
enterprises and individuals. 

Through these measures, enterprises and 
individuals are expected to have their tax 
burdens reduced by a total of over  
500 billion yuan.

Flexible and adequate monetary policy

To spur economic activities, China vows to 
provide sufficient liquidity to the market. 
Both the M2 money supply and aggregate 
financing in the economy will grow by around 
13% in 2016. The government promises to use 
a full range of monetary policy tools to reduce 
financing costs and provide more support for 
the real economy, particularly for small and 
micro businesses as well as agriculture, rural 
areas, and farmers.

The government will further deepen reform 
of the financial sector. Interest rates will be 
further liberalised, and improvements will 
be made to the market-based mechanism for 
setting the RMB exchange rate to ensure it 
remains generally stable. The government 
will encourage private banking, reform stock 
and bond markets and increase the level of 
rule of law in their development, and ensure 
that the proportion of direct financing is 
increased. The Shenzhen-Hong Kong Stock 
Connect will be launched at an appropriate 
time. A catastrophe insurance system will be 
established, and the government will 
promote Internet finance and further 
develop inclusive and green finance.

The long-awaited capital market reform of 
registration-based IPO system from an 
approval-based one is ostensibly missing 
from the Report, meaning it will take longer 
time for the authority to get ready for it, 
despite the confirmed resolve to push 
forward with financial reform.

Delegating powers to local governments

The government will work to ensure that the 
central and local governments receive an 
appropriate share of VAT revenue. Taxes 
suitable as sources of local government 
revenue will be handed over to local 
governments along with the corresponding 
administrative powers. The central 
government’s special transfer payments to 
local governments will be further reduced, 
while general transfer payments will be 
increased by 12.2% in 2016. 

Meanwhile, the government will extend ad 
valorem rates to all resource taxes. It will 
establish a well-regulated mechanism for 
local governments to secure financing 
through bond issuance and make moderate 
upward adjustments to debt ceilings for local 
governments with strong financial resources 
and low debt risks.
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2. Spearheading with supply-side 
structural reform and removing 
growth barriers

Streamlining administrative approvals

The government vows to streamline 
administration, transform the functions of 
the government, and improve its 
performance. It will release the lists of all 
powers and responsibilities of local 
governments, and begin piloting a negative 
list for market. It will revise administrative 
regulations, reduce administrative levies and 
cut red tape to ensure that the people have 
more equal opportunities and greater space 
for creativity. 

The government will carry out the “Internet 
Plus government services” model and 
promote better information sharing between 
government departments, so that the public 
and businesses can make fewer visits to 
government departments to get things done.

Encouraging entrepreneurship

The government pledges to implement the 
strategy of innovation-driven development 
and improve the overall quality and 
competitiveness of the real economy. It 
promises to ensure that enterprises take the 
lead in making innovation, implement 
additional tax deductions for their R&D 
activities and increase tax support for 
high-tech enterprises and science and 
technology business incubators.

Platforms will be created for crowd 
innovation, crowd support, crowdsourcing, 
crowdfunding and demonstration centres 
established for business start-ups and 
innovation. It will strengthen the protection 
and use of intellectual property rights and 
crack down on the infringement of their 
rights and on the production and sale of 
counterfeit products.

Tackling industrial overcapacity

To eliminate overcapacity, the government 
undertakes to shut down outdated production 
facilities, particularly in the steel and coal 
industries. It will proactively address the 
issue of “zombie enterprises” by using 
mergers, reorganisations, debt restructurings 
and bankruptcy liquidations. 

According to the National Development and 
Reform Commission, 100 million to  
150 million tons of steel making capacity and 
500 million tons of coal production capacity 
will be removed in the next five years, causing 
millions of workers to lose their jobs. The 
central government has allocated 100 billion 
yuan in rewards and subsidies to help the 
employees laid off from these enterprises. 

Enhancing technology and product 
quality

In response to Chinese tourists’ shopping spree 
during their overseas trips, the government 
will work to improve the quality of consumer 
goods by bringing domestic quality and safety 
standards in line with international ones and 
establish a system for making producers pay 
punitive compensation for failing to meet these 
standards. It encourages enterprises to use 
flexible and custom-tailored production 
processes and foster a “craftsmanship culture” 
of striving for the best, so that more types of 
products and brand products will be made.

To upgrade manufacturing, the government 
will intensify efforts to promote the 
integrated development of Made in China 
2025 initiative and the Internet Plus action 
plan, build national platforms for innovation 
in manufacturing, carry out pilot programs on 
smart manufacturing and promote green 
manufacturing.

It will accelerate the development of the 
modern service sector, by improving market 
access to the service sector and ensuring 
greater specialisation in producer services 
and higher refinement in consumer services. 
Fibre-optic networks will be developed in 
some cities and linked up with   
50,000 administrative villages. 

Promoting SOE reform

The government will work to improve the 
performance and core competitiveness of 
state-owned enterprises (SOEs), of which 
some will be developed through innovation, 
others through reorganisation or mergers, 
and the rest will be asked to exit the market. 
The government pledges to diversify SOE 
shareholding structures, speed up the process 
of establishing state capital investment and 
management companies through 
reorganisation, and grant more power to local 
governments over reform of local SOEs. 
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China’s sprawling state sector manages  
100 trillion yuan (US$15 trillion) in assets 
and employs around 37 million people, 
accounting for 40% of China’s industrial 
output and 50% of its banks loans. But they 
are also major contributors to China’s debt 
and overcapacity problems. Upgrading the 
state sector and improving its efficiency are of 
great significance to the success of China’s 
supply-side structural reform.

Invigorating the private sector

China’s private sector is an important force in 
China’s economic growth, producing nearly 
90% of the country’s exports, being far more 
profitable than state firms, and employing a 
growing share of the urban workforce, 
according to American economist Nicholas 
Lardy. But for historical and ideological 
reasons, the private sector has encountered 
ups and downs and still faces some 
discriminations today. 

In order to unleash the potentials of the 
private sector, Premier Li promises in the 
Report to drastically relax restrictions on 
entry into markets such as electricity, 
telecommunications, transport, petroleum, 
natural gas and municipal public utilities. He 
further pledges to provide private companies 
the same treatment afforded to SOEs in terms 
of project verification and approval, 
financing, fiscal and tax policies and land 
availability. He reiterates that the government 
will provide equal protection to the property 
rights of entities under all forms of 
ownership. He also encourages private 
companies to participate in SOE reform.

President Xi Jinping, when attending a 
meeting with the Chinese People’s Political 
Consultative Conference National Committee 
on 4th March 2016, reassured that China 
should adhere to its basic economic system, 
with public ownership playing a dominant 
role and diverse forms of ownership 
developing side by side. China remains 
committed to creating a favourable 
environment for the private sector. The 
government will protect property rights and 
interests of all kinds of ownership to 
stimulate vitality and creativity. This will 
hopefully help dispel the worries about any 
new policy changes against the private sector. 

Going forward, the government will need to 
ensure that capital is permitted to flow to 
productive sectors and activities, regardless 
of their state of ownership.

3. Expanding domestic consumption

Removing barriers to consumption

The government plans to improve the 
consumer environment and safeguard the 
rights and interests of consumers. It will 
support the growth of consumption in elderly 
care, health services, housekeeping, education, 
and cultural and sports services; strengthen 
the growth of emerging areas such as 
information goods and services, smart homes 
and personalised fashion; encourage 
interaction between the online and the offline; 
improve logistics networks and express 
delivery services; cut import tariffs on some 
consumer goods and increase the number of 
duty-free stores; carry out nationwide trials to 
set up consumer financing companies, and 
encourage financial institutions to develop 
new consumer credit products.

Promoting effective investment

To make up the weak areas in infrastructure 
and public services, the government will 
launch in 2016 a number of projects set forth in 
the 13th Five-Year Plan, including over  
800 billion yuan investment in railway 
construction, 1.65 trillion yuan on road 
construction, a further 20 water conservancy 
projects, major projects on hydropower, 
nuclear power, ultrahigh-voltage power 
transmission, smart grids, pipelines for oil and 
gas transmission and urban rail transit. The 
central government budgetary investment will 
be increased to 500 billion yuan. 

Funds for specific projects will be raised 
through market-based mechanisms. Local 
financing platforms will be required to shift 
toward market-based financing, the 
securitisation of tangible assets such as 
infrastructure will be explored and debt 
financing increased. The government will 
further promote the public-private partnership 
(PPP) model, strictly honour contracts so as to 
bring the private investors to the table.

Accelerating new urbanisation

Urbanisation is regarded as having the 
greatest potential for boosting domestic 
demand and the most powerful force for 
sustaining economic development. This year, 
the government will step up its efforts of 
granting urban residency to more people from 
rural areas, promoting the development of 
government-subsidised housing in urban 
areas and encourage a steady and healthy 
development of the real estate market.
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Meanwhile, the government will actively 
promote environmentally friendly buildings 
and construction materials, create smart 
cities and improve building quality and living 
environment for the city dwellers.

Optimising regional development

The government plans to push ahead with 
further development of the Belt and Road 
Initiative, the Beijing-Tianjin-Hebei 
integration initiative and the Yangtze 
Economic Belt – the “three key strategies” for 
regional development. It will draw up and 
implement the 13th Five-Year Plan for the 
western region development, revitalise the 
old industrial bases in the Northeast China, 
fuel the rise of the central region and support 
the eastern region. It will also draft a national 
maritime strategy and strengthen China’s 
maritime development.

4. Developing modern agriculture
The government pledges to strengthen its 
support to agriculture, rural areas and 
farmers so as to ensure sustained increases in 
rural incomes. Measures will be taken to 
guide farmers to adjust their production to 
market changes, cut down excessive stockpile 
of food, turn marginal farmland into forest or 
grassland, promote the development of 
scaled-up agricultural operations, promote 
innovation and application of agricultural 
technologies, increase green, high-yield and 
cost-efficient crop production and achieve 
zero growth in the use of chemical fertilisers 
and insecticides. 

To improve rural infrastructure, the 
government will build or upgrade an 
additional 200,000 kilometres of rural roads, 
build paved roads and provide access to bus 
services to towns and incorporated villages, 
upgrade rural power grids and provide access 
to safe drinking water. E-commerce will be 
introduced into rural areas.

The government vows to lift more than   
10 million rural residents out of poverty in this 
year. The central government funds for 
poverty alleviation will be increased by 43.4%. 

5. Enhancing international 
cooperation

The government aspires to make solid progress 
in pursuing the Belt and Road initiative in 2016 
by coordinating domestic regional 
development and international economic 
cooperation, working with other countries and 
regions to build overland economic corridors 
and maritime cooperation hubs, and promote 
connectivity, economic and trade cooperation, 
and cultural exchanges. 

The government promises to implement 
supporting fiscal, tax, and financial policies, 
establish an RMB overseas cooperation fund 
and make good use of bilateral industrial-
capacity cooperation funds. It will promote 
greater use of Chinese equipment, technology, 
standards and services in the international 
markets and help Chinese manufacturing 
brands gain wider international recognition. 

To stop the decline in imports and exports, 
the government will improve the structure of 
export tax rebate rates, increase short-term 
export-credit insurance, expand trials in 
cross-border e-commerce, support enterprises 
in developing overseas warehouses for export 
products, create innovative ways of 
developing trade in services, encourage 
processing trade to move to the central and 
western regions, and adopt a more proactive 
import policy by expanding the import of 
advanced technology and equipment, key 
spare parts and components.

To attract more foreign investment, the 
government will further relax market access 
restrictions, further open the service sector 
and the general manufacturing sector, and 
simplify procedures for setting up companies. 
It will develop new overseas-oriented 
industrial clusters, and encourage more 
foreign investment in the central and western 
regions as well as in environmental protection 
and modern service sectors to facilitate the 
development of supply-side reform.

China will actively negotiate and sign the 
Regional Comprehensive Economic 
Partnership Agreement, and help speed up 
negotiations on the establishment of the 
China-Japan-ROK free trade zone. It will 
speed up negotiations on bilateral investment 
agreements with the United States and the 
European Union.
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6. Promoting green development
Pollution control and environmental 
protection are high on government agenda. 
For this year, the government pledges to 
fight against air and water pollution by 
cutting chemical oxygen demand and 
ammonia nitrogen emissions by 2%, sulphur 
dioxide and nitrogen oxide emissions by 3%, 
and the density of fine particulate matter 
(PM2.5) in key regions. It will further reduce 
emissions from the burning of coal and 
motor vehicles, promote cleaner and more 
efficient use of coal, increase natural gas 
supply, improve policy support for the 
development of wind, solar, and biomass 
energy, and increase the proportion of clean 
energy in total energy consumption. 

The government will also encourage the use of 
energy-saving and environmental-friendly 
technologies and equipment, promote on a 
larger scale contracted energy management 
and third-party treatment of environmental 
pollution, encourage people to conserve 
energy and water, improve the networks for 
recycling renewable resources, and turn the 
energy conservation and environmental 
protection industries into pillar industries 
underpinning China’s development. 

Commercial logging in natural forests will be 
banned, and a new round of subsidy and award 
policies for grassland ecological conservation 
efforts will be implemented. Continued efforts 
will be made to curb desertification and  
soil erosion. 

7. Improving social development and 
people’s wellbeing

The government will pursue a more proactive 
employment policy and encourage business 
start-ups that create employment. It will help 
laid-off workers find new employment and 
provide basic needs assistance. Over   
21 million training opportunities will be 
provided for migrant workers to improve  
their skills. 

The government will promote fairer access 
to quality education. It will allocate a  
greater share of funds to the poor central 
and western regions, unify the urban and 
rural schemes for funding compulsory 
education, promote distance learning and 
support the development of privately-run 
education institutions. 

Coordinated reform of medical services, 
medical insurance, and the medicine industry 
will be adopted. In 2016, the government will 
realise full coverage of the serious disease 

insurance scheme, and allocate 16 billion 
yuan for medical assistance and subsidies, 
rising by 9.6% over last year. The government 
will merge the basic medical insurance 
systems for rural and non-working urban 
residents and raise government subsidies for 
the scheme from 380 to 420 yuan per capita 
per annum. Basic annual per capita 
government subsidies for public health 
services will be increased from 40 to 45 yuan. 
Basic pension benefits for retirees will be 
raised as well. 

The government will promote urban and 
rural community development. It will support 
the participation of people’s organisations, 
such as trade unions, Communist Youth 
League organisations, and women’s 
federations in social governance. It will work 
to untie industry associations and chambers 
of commerce from any connections they still 
have with government agencies. Social 
organisations will be developed and regulated 
in accordance with the law, and support will 
be awarded to the development of specialised 
social work, volunteer services and charity.

The government will promote the reform and 
development of the cultural sector by 
developing new types of Chinese think tanks, 
promoting the integrated development of 
traditional and new media and making more 
public cultural resources available in rural 
and urban communities.

8. Improving government reform 
and its public services

The government aspires to build a law-based, 
innovative, clean, and service-oriented 
government that the people are satisfied with. 
To achieve the goal, it promises to improve 
transparency of government by making use of 
both traditional and new media including the 
Internet to respond in a timely manner to 
social concerns. 

It will ensure to perform government duties 
in accordance with the law and carry out 
government activities with the rule of law. 
Steps will be taken, such as reducing or 
limiting certain powers and adopting new 
forms of supervision, to eliminate room for 
rent-seeking and eradicate the breeding 
grounds of corruption. 

The government will improve oversight and 
accountability systems, root out incompetence, 
inertia, negligence and show zero  
tolerance for those who are on the government 
payroll but do not perform their duties.
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China’s 13th Five-Year Plan

The draft 13th Five-Year Plan for Economic 
and Social Development Premier Li presented 
to the Congress for its review and approval 
was drawn up on the basis of the Chinese 
Community Party Central Committee 
Recommendations for the 13th Five-Year Plan 
for Economic and Social Development 
(http://www.pwccn.com/home/eng/
prosperity_masses_2020.html) adopted in 
October 2015. 

When introducing the 13th Five-Year Plan to 
the National People’s Congress, Premier Li 
indicated three guiding principles: always 
putting economic and social development as 
the top priority; rigorously promoting 
structural reform; accelerating the 
development of the new economy, including 
new technologies, industries and business 
models. In particular, he underlined the 
following six aspects:

1. Maintain a medium-high rate of 
growth and promote the 
development of industries 
towards the medium-high end

 – Build a moderately prosperous society in 
all respects and double the 2010 GDP and 
per capita personal income by 2020;

 – GDP to grow at an average annual rate of 
at least 6.5% in the next five years;

 – Advanced manufacturing, modern 
services, and strategic emerging industries 
as a proportion of GDP to rise 
significantly;

 – Per capita labour productivity to rise from 
87,000 yuan to over 120,000 yuan;

 – China’s aggregate economic output to 
exceed 90 trillion yuan.

2. Ensure that innovation better 
drives and energises development

 – Implement a strategy of innovation-driven 
development by launching new national 
science and technology programs and 
building first-class national science centres 
and technological innovation hubs;

 – Encourage the public to start businesses 
and make innovations;

 – Promote the extensive application of big 
data, cloud computing and the Internet of 
Things;

 – China’s investment in R&D to reach  
2.5% of GDP;

 – The contribution of scientific and 
technological advances toward economic 
growth to reach 60%. 

3. Make progress in new 
urbanisation and agricultural 
modernisation as well as in 
balancing development between 
urban and rural areas and 
between regions

 – Permanent urban residents to account for 
60% of China’s population, and 45% of the 
Chinese people to be registered as 
permanent urban residents;

 – Grant urban residency to around  
100 million rural people living in urban 
areas; rebuild rundown areas in cities 
involving about 100 million people; and 
enable around 100 million rural residents 
to live in local towns and cities in the 
central and western regions;

 – Develop water conservancy in agriculture 
and the modern seed industry, and 
encourage appropriately scaled-up 
agricultural operations;

 – Form north-south and east-west 
intersecting economic belts along the 
coastline, the Yangtze River, and major 
transportation routes, and foster new 
growth poles and city clusters that facilitate 
the development of surrounding areas;

 – Increase the length of high-speed railways 
in service to 30,000 kilometres and link 
more than 80% of big cities in China;

 – Build or upgrade around   
30,000 kilometres of expressways;

 – Achieve full coverage of access to 
broadband networks in both urban and 
rural areas.
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4. Encourage green ways of working 
and living and speed up efforts to 
conserve ecosystems and the 
environment

 – Take actions to prevent and control air, 
water and soil pollution; intensify 
ecological conservation and restoration 
efforts;

 – Ensure that water consumption, energy 
consumption and carbon dioxide 
emissions per unit of GDP are cut by 23%, 
15%, and 18% respectively, and that forest 
coverage to reach 23.04%;

 – Develop and use energy and resources 
much more efficiently and make 
improvement to the quality of ecosystems 
and the environment;

 – Strive for major progress in the control 
and prevention of air pollution and ensure 
that the air quality of cities at and above 
the prefectural levels is good or excellent 
for 80% of the year. 

5. Deepen reform and opening up to 
create new institutions for 
development

 – Uphold and improve the basic economic 
system;

 – Establish a modem system on property 
rights;

 – Ensure a rule of law government is 
basically in place;

 – Allow the market to play the decisive role 
and the government to play a supporting 
role in resource allocation;

 – Make breakthroughs in pursuing the Belt 
and Road Initiative and in China’s 
cooperation with other countries on 
industrial capacity;

 – Optimise imports and exports, and 
significantly increase the proportion of 
trade in services;

 – Roll out the management system of 
pre-establishment national treatment and 
a negative list;

 – Progressively build a network of high-
standard free trade areas. 

6. Ensure that progress is made in 
raising living standard, and that 
everyone shares the fruits of 
development 

 – Fight hard to win the war against poverty 
and help lift out of poverty all rural 
residents falling below the current 
poverty line;

 – Achieve poverty alleviation in all poor 
counties and areas;

 – Put in place a national catalogue of basic 
public services;

 – Establish more equitable and sustainable 
social security systems;

 – Ensure that all schools providing 
compulsory education comply with 
educational standards, that everyone has 
access to secondary education;

 – Ensure that the average number of  
years of schooling received by the 
working-age population increases  
from 10.23 to 10.8 years;

 – Create over 50 million new urban jobs;

 – Improve the income distribution system, 
reduce the income gap, and increase the 
proportion of the middle-income group in 
the whole populace;

 – Improve systems of government housing 
support, including the rebuilding of   
20 million housing units in rundown 
urban areas;

 – Build a Healthy China and achieve a 
one-year increase in average life 
expectancy; 

 – Build a modern system of public cultural 
services.
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Conclusion

The Chinese economy is facing tough challenges. Maintaining a relatively high  
growth rate while pushing for a consumption and services-led transition won’t be  
easy. But as President Xi has pointed out, China’s basic economic fundamentals have 
not changed, China’s commitment to reform and opening up remained intact, and the 
Chinese government still has many tools and resources to offset the downside risks. 
The government’s action plans for 2016 and the 13th Five-Year Plan period give us  
full confidence that the Chinese economy is on a path of a more sustainable and  
healthy growth. 

Today, China is already the world’s biggest economy in purchasing power parity terms. 
According to a recent PwC research The World in 2050, China, with the GDP growing at 
just 3.4% per annum, is likely to overtake the US to become the world’s largest economy 
by 2025. 

In a world of “New Normal,” size still matters. The Chinese Government and leadership 
also recognise that to meet the goals of the 13th Five-Year Plan they need to strike a 
delicate balance between growth at 6.5%, encouraging efficiency through innovation and 
technology, unemployment and job creation, environmental and social considerations 
and efficient government and continuous structural reform.
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