CHINA AS NUMBER ONE:
SO WHAT?

Damien Ma
Alaska World Affairs Councill
April 2017



20

14,000

18

12,000

16

14

10,000

12

8,000

10

6,000

4,000

2,000

9toT
Stot
Y7102
€tot
zToT
1T0T
otot
6002
800t
Loot
900t
Soot
%700t
toot
z00T
T00T
000t
6661
866t
L66T
966t
S66t
66t
€66t
661
1661
066t
6861
8861
[gbt
9861
9g6T
786t
€gb1
g6t
1861
og6t

GDP (s billions) Real GDP Growth (%)

% of global GDP (PPP)

Source: World Bank



Convergence
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The era of double-digit growth is over
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The Middle Income Trap:
~$15,000 Per Capita GDP




I The middle-income trap

Income per person relative to the United States, log of %
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China’s “Two 100 Years” Goals:

 Moderately prosperous country by 2020
* High-income country by 2049

* Implies 6.5% average growth through 2020




Reforming Its Way Out:

* Financial capital

 Human capital

« Soclal capital
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Property investment is about 1/6 of GDP

Real Estate Investment
In percent of GOP)
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Source: New York Times




Steel Production, 2014 Aluminum Production, 2013

II Cement Production, 2013 ‘I

Sources: World Steel Association, US Geological Survey



A resource-intensive growth model, despite resource scarcity
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Source: BP Statistical Review of World Energy, 2012




What Does Hebei Have in Common with The EU?

* They produced the same amount of
steel in 2012 (~164 million tons)
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%9 m%% » Hebei produced 50 mn tons more

uﬂ p than Japan, 1.8x US production,
S i 2.1x India, 2.3x Russia, 3.9x
Germany

* “China #1, Hebel #2, Tangshan #3”

Source: Zhai Ruiming, Netease Finance



‘““Crazy Bad”’

Courtesy Bill Bishop
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From Coal to Pork

Pigs slaughtered for food
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Figure 1. Distribution of value for iPhone, 2010
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The Smile Curve
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Note: IT value chain concept first proposed by Taiwan’s ACER founder Stan Shih



Labor has gone from surplus to scarcity
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Chinese population: millions of 18 year olds

|HHH”\IIIH|||um

L &F P D MDD © X O w & o
IS ™ P S PP PP N R D QO g
O A9 A9 A9 O O PO ’19 B N S PR K N SN N LN LA LG LG

26

24

22

20

18

16

14

12

10

-

Source: US Census estimates and projections



-r-"),-.

E/
P = \J\-E-

Dirxital Nymba:
- High : 63
Low : O

0 2550 100 km
O |




The Thucydides Trap:

Rising Power vs. Established Power




Period Ruling Power | Rising Power Result

1 First half of 16th century .t France Hapsburgs I War
2 16th-17th centuries L Hapsburgs Ottoman Empire (' War
3 17th century _— Hapsburgs Sweden : = War
—
4 17th century — Dutch Republic England —l— War
n | | —
Historical record S Late 17th-cary 1611 conuris . Grombriin | et R
H E N
=
6 latel8th-early 19thcenturies == United Kingdom France I I War
o) L]
7 Mid-19th century = qu u"m:mﬁzgdnm' Russia ] War
N Ot SO 00 d 8 19thcentury b France Germany p— War
" BB
9 Late 19th-early 20thcenturies  WEEN . Russia, China Japan o War
10 Early 20th century :: :F; United Kingdom United States E Mo war
I
11 Early 20th century = ? | Russia, U.K., France Germany —— War
12 Mid-20th century - .i‘. 1 Smrlul;in“r::, K Germany War
13 Mid-20th century L= United States Japan ® War
14 1970s-1980s - Soviet Union Japan [ ] No war
15 1940s-1980s BE—  |nited States sovietUnion [ DLy
P L]
16 1990s-present =7 ml u"m:r:l::gdum' Germany - No war

Source: Harvard Belfer Center: “Thucydides Trap Project”



Three Decades of US-China Trade ($ millions)
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Figure 1: Manufacturing Share of U.S. Nonfarm Employment, 1939 - 2015
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Source: Autor, Dorn, and Hanson, 2016.

Figure 2: China's Share of World Manufacturing Activity, 1990 - 2012
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