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PREFACE

Having built a moderately prosperous society in all respects that benefits
more than 1.4 billion people, China has entered the stage of building a
society of common prosperity and embarked on a new journey to achieve
its second centennial goals. Common prosperity is an essential require-
ment of socialism, an important feature of China’s modernization, and
a goal that the Chinese Communists continue to pursue, a long march
from generation to generation.

As ecarly as 1955, Mao Zedong put forward the grand vision
of achieving common prosperity under socialism. In the process of
promoting the agrarian socialist transformation, Mao proposed to “make
all rural people common prosperity.”

After the reform and opening up, Deng Xiaoping scientifically
explained the essence of socialism: to emancipate the productive forces,
develop them, eliminate exploitation, eliminate polarization, and achieve
common prosperity. He took a dialectical view of the relationship between
the emancipation of the productive forces and common prosperity, and
proposed “to let some people get rich first and break the poverty trap
while preventing polarization, and finally achieving common prosperity.”

Jiang Zemin pointed out that achieving common prosperity is the
basic principle and essential feature of socialism, which must not be
wavered. In practice, he launched the Regional Coordinated Develop-
ment Strategy, which is also an important task and means of promoting
common prosperity. He stressed that starting from the 9th Five-Year
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Plan, more attention should be paid to supporting the economic develop-
ment of the central and Western regions, gradually stepping up efforts to
counter the trend of widening regional disparities, and actively working
to narrow the gap. During the 10th Five-Year Plan, China began to
implement the strategy for the large-scale development of Western China.

Hu Jintao put forward the Scientific Outlook on Development,
emphasizing the path of common prosperity and promoting well-rounded
human development. Development should be in the interests of the
people, rely on their support, and be of direct benefit to them. The goal
is to ensure that all people have the right to education, employment and
pay, medical and old-age services, and housing so that exploring a path of
a harmonious society.

Since the 18th National Congress of the Communist Party of China
(CPC), General Secretary Xi Jinping has given higher priority to achieving
prosperity for all, attached great importance to poverty alleviation, put
forward the idea of a targeted approach to poverty alleviation, and lifted
nearly 100 million rural poor people out of absolute poverty.

After completing the ambitious goal of building a moderately pros-
perous society, the Party Central Committee clearly proposed to achieve
common prosperity for everyone and made it a long-term develop-
ment goal. Xi stressed that “entering a new stage of development, the
full, correct and comprehensive implementation of the new development
philosophy must pay more attention to the issue of common prosperity,”
and pointed out that “achieving common prosperity is not only an
economic issue but also an important political issue related to the CPC’s
governing base.”

China already has favorable conditions for achieving common pros-
perity. These include: Achieving common prosperity under the leadership
of the Party, which is a political guarantee; Achieving common pros-
perity while maintaining medium to high economic growth and high
income, building the world’s largest moderately developed urbanized
society, and narrowing the gap between urban and rural residents in
terms of per capita income and consumption expenditure with continuous
growth, which is a driving force for economic development; Significantly
enhancing the country’s financial strength and distribution capacity, and
building the world’s largest social security system with universal coverage
and access for all, which is an important guarantee. From 2021 to 2035,
China will make more obvious and substantial progress in the common
prosperity for everyone through three Five-Year Plans.
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Achieving common prosperity is a daunting and long-term task that
faces many challenges. These include urban-rural disparities, uneven
regional development, a large number of vulnerable groups, a still high
Gini coefficient, an inadequate redistributive capacity of the country, and
so on. However, China’s current development base and development
potential are fully capable of addressing these challenges and achieving
common prosperity.

Based on the overall goal and milestones for achieving common pros-
perity in the new era proposed by the Fifth Plenary Session of the
19th CPC Central Committee, and based on the 14th Five-Year Plan
(the first common prosperity plan), we have proposed and designed a
system of five major development goals and quantitative indicators. These
include productivity indicators (4), development opportunity indicators
(3), income distribution indicators (3), development guarantee indicators
(9), and people’s welfare indicators (3). These indicators are systematically
integrated with the main indicators of the 13th and 14th Five-Year Plans,
and forward-looking to 2035 based on the development trends of the
main indicators. They draw up a grand blueprint for building a common
prosperity society step by step, i.e., narrowing the gap between urban and
rural areas, regional development, and residents’ income, achieving equal-
ization of basic public services for all, and realizing the ambitious goal of
making more obvious and substantial progress in common prosperity for
everyone by 2035.

The main tasks for promoting common prosperity for everyone in the
new era include: (1) upholding China’s basic socialist economic system
and promoting the political, institutional, economic, social, and ecological
advantages of common prosperity; (2) implementing the strategy of rural
vitalization, promoting the modernization of agriculture and rural areas,
and accelerating the integrated development of urban and rural areas;
(3) implementing the new-type urbanization plan, realizing the people-
centered urbanization development model, and upgrading the level of
urban governance; (4) realizing the equalization of basic public services,
enhancing the public service policy system covering the entire popula-
tion, and accelerating the process of integrated development of urban
and rural areas, unification of basic public service standards, and policy
convergence; (5) clarifying the responsibilities of governments at all levels
for the provision of basic public services; (6) promoting the equalization
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of non-basic public services; (7) supporting the vitalization and develop-
ment of special types of areas; (8) assisting low-income people with special
difficulties (200 million to 300 million people).

The policy of promoting the building of a common affluent society
for all people requires a national effort. This includes: (1) formulating
a national blueprint for promoting common prosperity, adhering to a
nationwide approach and integrated planning, while encouraging regional
initiative and innovation and allowing each to show its own capabilities;
(2) promoting common prosperity in the context of high-quality devel-
opment, and encouraging all parts of the country to actively promote
the transition from medium to high income and from high to excep-
tional levels of human development in the light of actual conditions; (3)
insisting on placing employment protection as a priority in the policy of
promoting common prosperity, facilitating more adequate and higher-
quality employment, effectively controlling the urban unemployment rate,
contributing to the optimization of employment structure, continuously
improving labour productivity and employment equity, helping the unem-
ployed to train or change jobs for re-employment, promoting equal
employment opportunities for men and women, and reaping the gender
dividend and human capital dividend of China’s high female labor force
participation rate; (4) improving and optimizing the income distribu-
tion system, insisting on synchronizing the growth of residents’ income
with economic growth, increasing labour compensation with the increase
in labour productivity, enlarging the proportion of labour compensation
in the initial distribution, expanding the channels for residents’ income
growth, and promoting the diversification of urban and rural residents’
income sources; (5) building a family-friendly society, such as a childbirth-
friendly society, an elderly-friendly society, and a health-friendly society,
and making full use of China’s unique social advantage of “women
holding up half the world,” and utilizing the traditional mutual assis-
tance and reciprocity of rural families as a zero-distribution mechanism;
(6) strengthening the national system of basic public services, improving
the development mechanism of non-basic public services, and developing
the financial guarantee mechanism of basic public services; (7) improving
the state’s ability to extract financial resources, increasing the proportion
of general public budget revenue and expenditure in the gross domestic
product (GDP), and utilizing the redistribution function of the socialist
state; (8) strengthening the state-owned economy and promoting the
development of the private economy.
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Promoting common prosperity for everyone is an extremely ambitious
development goal that must go through a rather long historical develop-
ment process. Due to its long-term, complex, and arduous nature, the
realization of common prosperity is a protracted struggle that cannot be
rushed or postponed over and over again; it cannot be a “great leap
forward” or a step-by-step approach; it cannot be an equalization of
wealth and poverty, let alone a polarization. According to the regular
characteristics of China’s socialist modernization, respect the objective
law of development, make steady and solid progress, accumulate small
victories for medium victories, accumulate medium victories for the
great victories, accumulate quantitative changes for qualitative changes,
accumulate qualitative changes for tremendous changes.

Beijing, China Angang Hu
Shaojie Zhou



INTRODUCTION: CHINA ENTERS A NEW
STAGE OF COMMON PROSPERITY

As a predominant feature of Chinese-style modernization, achieving
common prosperity for all people is the essential requirement of socialism.

In November 2021, the Resolution of the Central Committee of the
Communist Party of China on the Major Achievements and Historical
Experience of the Party over the Past Century (hereinafter referred to as
the Resolution), which was adopted at the Sixth Plenary Session of the
19th Central Committee of the CPC, pointed out that the new era of
socialism with Chinese characteristics is “the era of gradually achieving
common prosperity for all the people,” that is, all the people will work
together under the leadership of the CPC to build a common prosperous
society. This is another grand strategic goal of Chinese-style moderniza-
tion after the first centennial goal of building a moderately prosperous
society.

In 1979, Deng Xiaoping put forward the strategic goal of building a
“moderately prosperous society” and used the term “moderately pros-
perous home” for the first time to describe the Chinese-style socialist
modernization. Since then, “moderately prosperous level” and “mod-
erately prosperous society” have become the key words of China’s
modernization development over the past 40 years since the reform and
opening up, and building a moderately prosperous society in all aspects
has become the first centennial goal, among which the elimination of
hundreds of millions of people in absolute poverty is the key symbol of
finishing building a moderately prosperous society in all aspects.

xi
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The “two centennial goals” are two important milestones in achieving
the great rejuvenation of the Chinese nation and two key milestones
of fully building a modern socialist country in China. On July 1,
2021, General Secretary Xi Jinping solemnly proclaimed at the ceremony
marking the centenary of the CPC that “Through the continued efforts
of the whole Party and the entire nation, we have realized the first cente-
nary goal of building a moderately prosperous society in all respects. This
means that we have brought about a historic resolution to the problem of
absolute poverty in China, and we are now marching in confident strides
toward the second centenary goal of building China into a great modern
socialist country in all respects.”! This achievement also marks China’s
completion of the target of reducing extreme poverty of the UN 2030
Agenda for Sustainable Development 10 years ahead of schedule.

Socialism with Chinese characteristics has entered a new stage of the
second centennial goal. The overall goal of this stage is to develop China
into a great modern socialist country that is prosperous, strong, demo-
cratic, culturally advanced, harmonious, and beautiful by the middle of
the twenty-first century. Achieving common prosperity is one of the core
tasks of the new stage.

Proposals of the Central Committee of the Communist Party of China
on Formulating the Fourteenth Five-Year Plan for National Economic
and Social Development and the Long-term Goals for 2035 (hereinafter
referred to as “the Proposal”), adopted at the Fifth Plenary Session of the
19th Central Committee of the CPC, provides a outlook of the visionary
goals for 2035, specifying the basic features and main tasks for the basic
achievement of socialist modernization in 2035, namely, “the per capita
GDP will reach the level of moderately developed countries, the size
of the middle-income group will expand remarkably, equitable access to
basic public services will be ensured, and disparities in urban-rural devel-
opment and in living standards will significantly reduce,” and “people
will lead a better life, and more notable and substantial progress will be
achieved in promoting well-rounded human development and achieving
common prosperity for everyone.”? General Secretary Xi Jinping pointed

1 Xi Jinping, “Speech at a Ceremony Marking the Centenary of the Communist Party
of China”, People’s Daily, July 2, 2021.

2 «Qutline of the 14th Five-Year Plan (2021-2025) for National Economic and Social
Development and Vision 2035 of the People’s Republic of China”, People’s Daily,
November 4, 2021.
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out in the note of the Proposal that we must put the promotion of
common prosperity for all the people in a more important position, be
down-to-earth, make unremitting endeavor, and work more proactively
toward this goal. He also stressed in particular that such statement is the
first time in the Party’s plenum document.® This marks a new stage in
China’s march toward common prosperity from 2021 to 2035.*

On August 17, 2021, General Secretary Xi Jinping presided over the
tenth meeting of the Central Committee for Financial and Economic
Affairs, specifically stressed efforts to promote common prosperity in
the pursuit of high-quality development. He pointed out, “Since the
18th Party Congress, the Party Central Committee has grasped the new
changes in the stage of development, put the gradual achievement of
common prosperity for all the people on a more important position,
promoted coordinated regional development, taken strong measures to
protect and improve people’s livelihood, won the tough battle against
poverty, and built a moderately prosperous society of all respects, creating
good conditions for promoting common prosperity. Now it is the histor-
ical stage of solidly promoting common prosperity.”?

“Common prosperity” has become the theme and core goal of China’s
economic and social development in the coming period, and will also
become a key symbol for the basic achievement of socialist modernization,
starting a new Long March to achieve common prosperity for over 1.4
billion Chinese people.

Given this context, this book focuses on the development goal and
practical ways of building a society of common prosperity for all people
by 2035, with the key topic of “making more obvious and substantial
progress toward common prosperity for all people.” This book is divided

3 Xi Jinping, “Explanation of Outline of the 14th Five-Year Plan (2021-2025) for
National Economic and Social Development and Vision 2035 of the People’s Republic of
China”, People’s Daily, November 4, 2021.

41n 2011, the author had proposed that by 2030, China should not only become a
world economic power and innovation power, but also cross the middle-income trap and
move toward a common prosperity society with favorable conditions of: first, the strong
political will of the Party; second, adherence to the socialist road; third, relatively strong
state financial capacity to strongly support the narrowing of the development gap; and
fourth, local innovations that provide valuable experience. See Hu Angang, Yan Yilong,
and Wei Xing, China 2030: Toward Common Prosperity, China Renmin University Press,
2011, p. 130.

5 Xi Jinping, Making Solid Progress Toward Common Prosperity, Qiushi, Vol. 20, 2021.
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into a preface, introduction, and seven chapters, mainly answering the
following major questions: Why did the Party Central Committee put
forward the grand goal of common prosperity? What is the theoretical
basis of common prosperity? How does China, as a socialist developing
country, pursue this grand goal of common prosperity and put it into
practice? Can China achieve the goal of common prosperity in the new
era? What are the favorable conditions and development bases, and what
are the major challenges and risks it may face? What are the overall goals
and strategic thinking for achieving common prosperity? What are the
specific stage development goals and quantitative indicator systems? What
are the major long-term tasks? What are the key policies and concrete
suggestions in promoting common prosperity?

The introduction explains that after fully building a moderately pros-
perous society benefiting more than 1.4 billion people, China has entered
a new era of building a society of common prosperity for all people,
an upgraded version of the Chinese road and a new exploration of the
Chinese development road.

The first chapter elaborates the theoretical basis and ideological sources
of achieving common prosperity in China as the theoretical basis of the
research theme of this book.

Chapter 2 summarizes the social practice of continuously promoting
common prosperity since the founding of New China which can be
divided into three periods. The first is the period of socialist revolution
and construction, which laid the fundamental political premise and insti-
tutional foundation of socialism for achieving common prosperity. The
second is the new period of reform and opening up and socialist modern-
ization, which focused on economic development, removed the economic
straitjacket to unleash productive potential, eradicated extreme poverty,
and made people rich as soon as possible, providing the institutional guar-
antee of the socialist market-economy system and material conditions for
realizing common prosperity. The third is the new era of socialism with
Chinese characteristics, a new era in which people of all ethnic groups
across the country get united and struggle to continuously create a better
life and gradually achieve common prosperity for all people.

Chapter 3 provides an in-depth analysis of the basis and challenges
for achieving the goal of common prosperity. Many favorable conditions
are already in place for China to enter a new era of common prosperity
for all people. Given this, the Party Central Committee, with Comrade
Xi Jinping at its core, has made a major strategic decision to promote
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the achievement of common prosperity, which is consistent with and fully
reflects the fundamental and long-term interests of the whole nation. At
the same time, we must also realize that the achievement of this ambitious
goal faces many challenges and the task is very arduous. However, the
opportunities are greater than the challenges and the solutions are more
than difficulties, which requires actively creating and tightly grasping
the new period of strategic opportunities for development, proactively
responding to various foreseeable and unforeseeable risks and challenges,
and building a common prosperity society together in effectively dealing
with various risks and challenges.

Chapter 4 analyzes in detail the overall goals and indicator system for
achieving common prosperity in the new era. This includes what kind of
society of common prosperity should be built, how this goal should be
achieved in stages and steps; how to design the overall goals and key mile-
stones, and what specific goals and quantifiable and assessable indicators
should be selected. This requires the goal-oriented and problem-oriented
approach, unity of righteousness and innovation, and in-depth study of a
comprehensive alignment with the 2035 vision proposed by the Party
Central Committee, with both a grand vision and an implementable,
operable and achievable phased and step-by-step approach to better build
a society of common prosperity with Chinese characteristics.

Chapter 5 puts forward the major tasks for promoting common pros-
perity in the new era, including adhering to the basic socialist economic
system; implementing the rural revitalization strategy; implementing the
new urbanization strategy; achieving equalization of basic public services;
focusing on supporting the revitalization and development of special types
of areas; and focusing on helping low-income people with special diffi-
culties. These tasks should both reflect the overall nature of promoting
common prosperity and highlight the key points and shortcomings.

Chapter 6 puts forward the main policy thinking and suggestions for
promoting common prosperity, including formulating national and local
action plans to promote common prosperity; promoting common pros-
perity in high-quality development; adhering to the basic state policy
of giving priority to employment; adhering to the socialist principle of
distribution based on labour and the coexistence of multiple modes of
distribution, regulating the order of income distribution and optimizing
the structure of income distribution; actively implementing the national
strategy to cope with population aging and fewer children, and building a
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family-friendly society; and improving the state’s financial drawing power
to fully play to the important role of state redistribution.

Chapter 7, as the conclusion of the book, elaborates on the great prac-
tical significance and world significance of achieving common prosperity
for more than 1.4 billion Chinese people under the leadership of the CPC,
that is, after creating two miracles of rapid economic development and
long-term social stability and eliminating absolute poverty, China is grad-
ually achieving common prosperity for all people and building a socialist
modernization country on all fronts. This has formed a historical baton
mechanism for building socialist modernization with Chinese characteris-
tics and achieving common prosperity, passing from one generation to the
next, writing a new chapter of the Chinese era in the twenty-first century,
and creating a new path for human beings to achieve common prosperity.
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CHAPTER 1

China’s “Miracle of Poverty Reduction”:
From an Extremely Poor Country
to a Moderately Prosperous Society in All
Respects

The process of China comprehensively building a well-off society is one
where the phenomenon of poverty is continuously reduced, and the
people become increasingly prosperous. Poverty alleviation, comprehen-
sive well-being, and common prosperity are interconnected and internally
consistent, yet each has its own emphasis and differences. Poverty allevi-
ation is an important part of and the bottom-line task for comprehensive
well-being. Only by winning the battle against poverty can the “quality”
of a comprehensive well-off society be ensured. Comprehensive well-
being is an important foundation for achieving common prosperity. Only
by realizing comprehensive well-being can a solid foundation be laid for
achieving common prosperity. Common prosperity is the ultimate goal
of poverty alleviation and comprehensive well-being. Only by promoting
common prosperity can the achievements of poverty alleviation and
comprehensive well-being be truly consolidated, further highlighting the
superiority of the socialist system with Chinese characteristics.

This chapter views China’s “poverty reduction miracle” as a perspective
to sort through the historical process of eliminating absolute poverty. It
analyzes the institutional support behind the “poverty reduction miracle,”
thus deeply understanding how China has transformed from a major poor
country to a comprehensively well-off society, and further building a
society of common prosperity.
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1.1 CHINA CREATES A WORLD
“PovERTY REDUCTION MIRACLE”

The concept of “xiaokang” (moderate prosperity) is rooted in traditional
Chinese culture. More than 2000 years ago, it was first mentioned in the
“Book of Songs,” an ancient collection of Chinese poetry. The idea was to
advise rulers to empathize with the hardships of the people’s lives and to
align with the simple wishes and earnest hopes of the people for a peaceful
life. Thus, “xiaokang” embodies the profound cultural heritage of China
and has been a beautiful vision deeply rooted in the hearts of the Chinese
people for thousands of years. However, throughout the thousands of
years of dynastic rises and falls, and the unification and division of the
country, constrained by the level of productive forces and the feudal social
system, the “xiaokang society” has always been a fantasy, and ordinary
people have always lived in poverty, struggling for survival. Especially,
when Western countries successively started industrialization and grad-
ually moved toward modern society, China gradually became a laggard
and marginalized in industrialization. After the Opium War broke out in
1840, the Chinese nation suffered unprecedented disasters, and the state
was weakened and impoverished, with the people living in hardship.
More than 100 years ago, the founding of the Communist Party of
China profoundly changed the course of Chinese history. It deeply altered
the direction and process of the development of the Chinese nation
after modern times, profoundly transformed the destiny and future of
the Chinese people and the Chinese nation, and profoundly changed
the trend and pattern of world development. Under the leadership of
the Communist Party of China, the People’s Republic of China was
established, realizing national independence and people’s liberation, and
initiating China’s industrialization and modernization. After the founding
of the People’s Republic of China, China went through the socialist
transformation of agriculture, handicrafts, and capitalist industry and
commerce, and gradually established a planned economic system. During
the period of the planned economy, China embarked on industrializa-
tion with an extremely low level of economic development and human
capital, and the Chinese economy entered a period of modern economic
growth. Although the Chinese economy experienced significant fluctu-
ations during this period, the average growth rate was higher than any
other period in history, laying an industrial foundation for China’s reform
and opening up. According to data from the National Bureau of Statistics



1 CHINA’S “MIRACLE OF POVERTY REDUCTION”: FROM ... 3

of China, from 1952 to 1978, China’s average GDP growth rate reached
6.1%, and the average per capita GDP growth rate was 4%.

Despite the high growth rate during the planned economy period,
the extremely low level of economic development at the beginning of
the founding of the People’s Republic of China determined that eradi-
cating poverty was a daunting task. At the beginning of the reform and
opening up in 1978, China was still an extremely poor country, one of the
poorest in the world. According to China’s national poverty line standards
in 2010, the rural poverty incidence rate was 97.5%. Therefore, eradi-
cating poverty was an important task that must be completed in China’s
modernization construction, and it was also linked with the concept of
Chinese-style modernization. On December 6, 1979, Deng Xiaoping
responded to questions from Ohira Masayoshi regarding China’s real-
ization of the four modernizations, stating, “Our concept of the four
modernizations is not like your concept of modernization, but a ‘moder-
ately prosperous society’.” He explicitly proposed the goal of establishing
a moderately prosperous society in China by the end of the twentieth
century, pointing out, “What is meant by moderately prosperous, in terms
of gross national product, is an average per capita income of 800 US
dollars.”

Since Deng Xiaoping creatively proposed the concept of “xiaokang”
(moderately prosperous) in 1979, building a moderately prosperous
society has become the political commitment of the Communist Party of
China in governance. Under the leadership of four generations of leaders,
Deng Xiaoping, Jiang Zemin, Hu Jintao, and Xi Jinping, and through
continuous efforts over 40 years, the goal of “moderately prosperous”
has been realized step by step, from “moderately prosperous households”
to a “moderately prosperous society,” from “overall moderate prosperity”
to “comprehensive moderate prosperity,” from “comprehensive construc-
tion” to “comprehensive completion.” The goal of moderate prosperity
has been continuously realized, and the dream of a moderately prosperous
society has become a reality.!

Figure 1.1 reflects the continuous decline in the proportion of the
rural poor in China.? According to the current 2010 national poverty

1 Information Office of the State Council of the People’s Republic of China: ‘China’s
Comprehensive Well-off Society,” September 2021.

2 The ‘1978 standard’ is a low-level subsistence standard set at 100 yuan per person per
year at 1978 prices. Under this standard, food expenditure accounts for about 85% of the
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line, in 1978 nearly all (97.5%) of the rural population were poor; by
2000, 50% of China’s rural population was poor, and China remained
a low-income country; by 2012, 10.2% of China’s rural population was
still poor, representing the segment of the population that was hardest
to lift out of poverty. Since the 18th National Congress of the Commu-
nist Party, with Xi Jinping at its core, the Party Central Committee has
placed poverty alleviation in a prominent position in national governance,
making it the bottom-line task for building a comprehensively prosperous
society. Precision poverty alleviation and targeted poverty eradication have
been adopted as basic strategies, organizing a people’s war on poverty
alleviation. By 2020, China had achieved total poverty alleviation in rural
areas, eliminating absolute poverty, resolving regional poverty, and histor-
ically resolving the issue of absolute poverty that has plagued the Chinese
nation for thousands of years, which has also become a key indicator and
the biggest highlight in the building of a comprehensively prosperous
society.

Since the 18th National Congress, the income of the poor population
in our country has increased significantly. The average disposable income
of rural residents in poor areas increased from 6079 yuan in 2013 to
12,588 yuan in 2020, with an average annual growth of 11.6%, consis-
tently outpacing the national rural average and 2.3 percentage points
higher than the national rural rate. Especially, the work on precision
poverty alleviation has been outstanding. Over 90% of the registered
poor population have received support for industrial poverty allevia-
tion and employment, with an average annual increase in per capita
net income of 30.2%, steadily enhancing their ability to independently
lift themselves out of poverty. Besides significant income growth, the
infrastructure and public service levels in poor areas have also markedly
improved. In terms of infrastructure, all eligible villages have access to

total, basically ensuring a daily caloric intake of 2100 kilocalories per person. However,
the quality of food is relatively poor, with a high proportion of coarse grains in staple food
and a very low proportion of meat and eggs in non-staple food, providing just enough to
satisfy hunger. The 2008 standard’ is a basic subsistence standard set at 1196 yuan per
person per year at 2008 prices. Under this standard, the proportion of food expenditure
is reduced to 60%, basically ensuring ‘adequate food and clothing.” This standard expands
non-food consumption expenses on the basis of the ‘1978 standard.” The 2010 standard,’
which is the current rural poverty standard, is a stable subsistence standard set at a living
level of 2300 yuan per person per year at 2010 prices.
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Fig. 1.1 DProportion of rural poor population in China from 1978 to 2020
(Unit: %)

paved roads, a 99% reliability rate in rural power supply, and 98% broad-
band coverage in poverty-stricken villages in deeply impoverished areas.
In terms of basic public services, every poor village has a health clinic and
village doctor, and the conditions of 108,000 weak compulsory education
schools have been improved. Overall, the production and living condi-
tions of people in poor areas have significantly improved, with “two
no worries” (about food and clothing) notably enhanced, and “three
guarantees” (in education, healthcare, and housing) generally resolved.?
From the perspective of international poverty reduction, China’s
achievements in poverty alleviation can be described as a “poverty reduc-
tion miracle.” As shown in Fig. 1.2, according to World Bank statistics
and based on the global absolute poverty standard of living on less than
$1.90 per day (2011 purchasing power parity), China’s poverty incidence
in 1990 was 72.0%, higher than the global average of 37.8%, and even
higher than the poverty incidence in Sub-Saharan Africa (53.3%). At that
time, China’s poor population accounted for 40.8% of the global poor
population, far exceeding the proportion of China’s population in the
world population (21.4%). Therefore, despite over a decade of reform

3 The above data can be found in: Information Office of the State Council of the
People’s Republic of China: “China’s Practice in Poverty Reduction for Humanity,” April
2021.
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and opening up, China was still a major poor country in the world, and
poverty was a widespread phenomenon in China. However, by 2019,
China’s poverty incidence had decreased to 0.1% according to this stan-
dard, accounting for only 0.2% of the global poor population, and China
had essentially eliminated absolute poverty, while the average poverty
incidence outside China was 10.2%.

It is important to note that the World Bank also provides two other
poverty line standards, namely living on $3.20 per day (lower-middle
poverty line) and $5.50 per day (upper-middle poverty line). Based on
these two poverty line standards, China’s achievements in poverty reduc-
tion are still remarkable. According to the $3.20 per day standard (see
Fig. 1.3), China’s poverty incidence in 1990 was as high as 92.7%, far
exceeding the global average of 56.3%, but this figure has continuously
declined, dropping to 3% in 2019, much lower than the global average
of 23.5%. Similarly, based on the $5.50 per day standard (see Fig. 1.4),
China’s poverty incidence also declined from significantly higher than the
global average to significantly lower.

In this sense, China had eliminated poverty at a relatively high level
by 2020. In the 15 years of implementing the United Nations Millen-
nium Development Goals (1990-2015), China achieved a fundamental
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Fig. 1.2 Proportion of the population living on less than $1.90 per day (Unit:
%) (Data Source Official website of the World Bank)
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transformation from a poor country to a moderately prosperous country,
making an outstanding contribution to the global cause of poverty reduc-
tion. In September 2015, on the 70th anniversary of the United Nations,
former World Bank President Jim Yong Kim highly praised China’s
poverty reduction achievements, saying, “Over the past 25 years, China
has played the greatest role in eliminating extreme poverty in human
history. China is the most experienced country in the world in poverty
eradication.” China’s “poverty reduction miracle” not only made the
greatest contribution to the global poverty reduction cause but also
proved to the world that poverty is not insurmountable. It enhanced the
confidence of developing countries in overcoming poverty and provided
experiences for many developing countries in advancing their poverty
reduction efforts. United Nations Secretary-General Anténio Guterres
believes that the strategy of precision poverty alleviation is the only way
to help the poor and achieve the ambitious goals set in the 2030 Sustain-
able Development Agenda. China’s experience can provide useful lessons
for other developing countries. China’s poverty reduction experience has
been included in the United Nations General Assembly’s “Elimination
of Rural Poverty to Implement the 2030 Agenda for Sustainable Devel-
opment,” contributing Chinese wisdom to promoting global poverty
reduction. In the future, China will also promote international poverty
reduction cooperation based on the concept of building a community
with a shared future for humanity, demonstrating the responsibility of
a major country, and contributing to the advancement of the United
Nations Sustainable Development Goals.

1.2 Tae HistoricAL PROCESS OF CHINA’S
CREATION OF THE “POVERTY REDUCTION MIRACLE”

2019 Nobel laureate in Economics, Abhijit Banerjee, and Esther Duflo
conducted a 15-year-long in-depth study on the poor populations in
18 countries and regions across five continents, showing that the main
causes of poverty include unstable social situations, harsh natural envi-
ronments, backward education levels, and the absence of social assistance
mechanisms. This conclusion is also applicable to the poverty experi-
enced throughout China’s history. To understand the great significance of
China’s poverty reduction, one must start from the 200-year development
history of modern China.
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According to the research of economic historian Angus Maddison,
in 1820, China was not only the country with the largest population
(accounting for 36.6% of the world) but also the country with the
highest total GDP in the world (accounting for 33.3%), with a per capita
income level roughly equivalent to the world average. However, after
the main Western countries rapidly entered the industrialization phase,
China experienced a century of development stagnation and decline. A
fundamental reason for China’s backwardness and suffering in modern
times was the lack of a strong and modern-aware state leadership, which
is an important reason why China could not effectively respond to the
world industrial revolution and why it could not initiate industrialization
and modernization. It was not until 1949, with the establishment of the
People’s Republic of China, that the Communist Party of China ended
the turbulent social situation that had persisted since 1940 and began
independent industrialization and socialist construction. For the “poverty
reduction miracle” in China, the leadership of the Communist Party of
China is the fundamental reason behind all poverty reduction systems.
This chapter will sort out China’s poverty reduction practice from three
aspects: the industrial and human capital foundation created during the
socialist construction period, the rapid economic and social development
since the reform and opening up, and the continuous improvement of
the national poverty alleviation system, seeking the systemic explanation
behind China’s creation of the “poverty reduction miracle.”

1.2.1 The Socialist Construction Peviod Laid the Foundation
for the Creation of the Poverty Reduction Mivacle

The economic and social development during the socialist construction
period laid the industrial and human capital foundation for the creation
of the poverty reduction miracle after the reform and opening up. It was
only after the establishment of the People’s Republic of China that China
truly entered the period of modern economic growth. However, more
than 100 years of poverty and weakness in modern China meant that
the country began socialist construction under extremely backward condi-
tions, and the development situation at the beginning of the new China
can be summarized as “poor and blank.” Therefore, how to promote
economic development and win national independence through indus-
trialization, as well as how to improve national quality through the
development of science, education, culture, and health, became urgent
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needs for national development. This was also a long-term historical task
after the establishment of new China. During this period, China did not
implement a national strategy specifically for poverty reduction, because
poverty was an extremely common phenomenon in this development
period. The basic national conditions of China at that time also deter-
mined that reducing poverty was not an overnight task; its existence was
not a short-term phenomenon, and reducing and eliminating poverty
would inevitably go through several development stages. In fact, until
the beginning of the reform and opening up in 1978, China was still a
major poor country. According to the national poverty line standard of
2010, the rural poverty incidence rate in China in 1978 was 97.5%, and
the rural poor population reached 770 million.

Although China still faced severe poverty issues at the beginning of
the reform and opening up, compared to previous historical stages, the
country achieved economic development during the planned economy
period that surpassed previous historical levels, and the living conditions
of the people were significantly improved. An important manifestation
of this was the significant increase in average life expectancy and educa-
tion levels. China’s average life expectancy rose from 35 years in 1950
to 65.9 years in 1978. Internationally, in 1978, China’s life expectancy
was even slightly higher than that of Mexico, although Mexico’s per
capita income level in 1977 was six times that of China. During this
period, the achievements in the health sector were largely a result of
the development of China’s public health undertakings. For example,
after the establishment of the People’s Republic of China, under the
leadership of the Communist Party of China, governments at all levels
mobilized the masses to carry out continuous, nationwide patriotic health
campaigns, significantly reducing the prevalence of infectious diseases;
despite extremely low levels of economic development, a primary public
health system was established, providing the people with basic, accessible,
and affordable medical and health services and protection, becoming an
important factor in increasing life expectancy. The World Bank highly
praised China’s health development achievements in its “1993 World
Development Report,” stating, “By the late 1970s, health insurance
in China covered almost all urban populations and 85% of the rural
population, a feat unparalleled in other low-income countries.”

In terms of educational development, China’s adult literacy rate
increased significantly, and primary education was basically universal, with
the average years of education rising from 1 year to 4.6 years. According
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to data from the World Bank’s “1983 World Development Report”
and “1984 World Development Report,” China’s adult literacy rate had
reached 69% in 1980, and the enrollment rate in secondary education
reached 44% in 1981, both significantly higher than most low-income
countries and also at the forefront compared to lower-middle-income
countries at the time. The significant achievements in education and
health laid the human capital foundation for further advancing indus-
trialization and urbanization after the reform and opening up, and for
opening up to the outside world and integrating into the global economy,
which also became the human capital foundation for China’s significant
achievements in poverty alleviation.

1.2.2  Sustained High Economic Growth After the Reform
and Opening Up Promotes Large-Scale Poverty Reduction

Economic development is a necessary condition and the fundamental
driving force for poverty reduction. The Eleventh Central Committee of
the Communist Party of China made a historic decision to shift the focus
of the Party’s work to economic construction and implement reform and
opening up. This was a great turning point of profound significance in
the history of the Party since the founding of the People’s Republic of
China, marking the beginning of a new period of reform and opening up
and socialist modernization construction in China, and opening up the
path of socialism with Chinese characteristics, gradually exploring a way
out of poverty. Rapid economic and social development after the reform
and opening up became the main driving force for large-scale and signifi-
cant poverty reduction. On the one hand, economic development laid the
material foundation for social progress, promoting the development of
science, education, culture, and health, and in turn laid the human capital
foundation for economic development. On the other hand, economic
development creates employment opportunities, which play a key role
in lifting the poor out of poverty. Since the reform and opening up,
under the leadership of the Communist Party of China, China has firmly
advanced reform and opening up, continuously established and improved
the socialist market economic system, adopted an economic development
path suited to China’s national conditions, advanced industrialization and
urbanization, created economic opportunities for all people, and drove
down the poverty incidence rate. From 1979 to 2022, over more than
40 years, China’s GDP grew at an average rate of 9.0%, and the per capita
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GDP growth rate reached 8.1%. The sustained high-speed growth of the
economy led to a continuous increase in the per capita income levels of
urban and rural households, thereby continuously reducing poverty.

China’s ability to maintain high-speed growth for over 40 years objec-
tively proves that it chose the correct path of reform and opening up.
After the Third Plenary Session of the Eleventh Central Committee of
the Party, China clarified the development strategy centered on economic
construction, gradually reformed the highly centralized planned economic
system, and gradually established and improved the socialist market
economic system. In practice, China initiated economic reforms from the
rural areas, implemented the household responsibility system, vigorously
developed township enterprises, advanced state-owned enterprise reform,
actively developed individual, private, and foreign-funded economies of
various ownerships, gradually releasing the potential of China’s economic
development, forming a virtuous interaction between economic growth
and urbanization. From the perspective of opening up to the outside
world, China started from establishing special economic zones, opening
coastal port cities, establishing economic development zones, to joining
the World Trade Organization (WTO) in 2001, actively participating in
various regional economic organizations, establishing free trade zones
across the country, actively promoting free trade, China’s participation
in the world economy became increasingly diversified, and its breadth
and depth in the global economy continuously increased, gradually
transforming from a country marginalized in the process of economic
globalization to an important center node in the world economic system.
In 1978, China’s total import and export volume accounted for only
0.8% of the world’s share, rising to 10.4% by 2012, and further to 12.3%
by 2022. China became the world’s largest exporter of goods in 2009
and the world’s largest trading nation in goods in 2013. In the interna-
tional trade system, China has transformed from a learner and adapter
of international trade rules to an active participant in the formulation of
rules.

With the continuous deepening of reform and opening up, China
has also constantly adjusted its population management policies and
employment systems, promoting the development of various types of
non-public sector economies. This has been an important manifestation
of expanding economic freedom and has created employment demand for
the transfer of surplus rural labor and urbanization development. Partic-
ularly, the development of the non-public sector economy has created
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massive employment opportunities for a large number of urban and rural
laborers, providing momentum for the shift of labor from the agricul-
tural sector to the non-agricultural sector. At the beginning of the reform
and opening up, about 70% of China’s labor force was employed in the
agricultural sector. By 1992, this proportion had dropped to 58.5%, in
2002 it fell to 50.0%, and by 2022 it had decreased to 24.1%. The labor
force that moved out of rural areas also drove urbanization development.
China’s urbanization rate rose from 17.92% in 1978 to 65.22% in 2022,
increasing by an average of 1 percentage point each year. The urban popu-
lation grew from 172 million in 1978 to 921 million in 2022, a net
increase of 749 million, equivalent to 2.2 times the current population
of the United States and six times the current population of Japan.

The development of urbanization absorbed a large amount of labor
transferred from rural areas, and the scale of China’s migrant popu-
lation also steadily increased. According to data from China’s popula-
tion censuses, in 1982, the migrant population was only 6.7 million,
accounting for 0.6% of the national population. By 2020, this number had
increased to 375.82 million, accounting for 26.0% of the national popula-
tion. At the same time, the scale of the rural poor population continuously
and significantly decreased from 770 million in 1978, achieving the
elimination of all poverty by 2020. Since the reform and opening up,
the massive transfer of labor from the agricultural sector to the non-
agricultural sector and the migration of rural populations to urban areas
have become the driving forces of China’s economic growth, reshaping
China’s economic geography, and also being the most important direct
cause of the large-scale reduction in the number of poor people. Looking
at the income level of China’s migrant workers, in 2020, the average
monthly income of migrant workers was 4072 yuan, a level equivalent
to 12 times the national poverty line of China in 2020 (4000 yuan).
Therefore, with China’s gradual transition to a socialist market economic
system, sustained high growth and the employment creation and labor
transfer brought about by this growth have become important pillars in
the large-scale reduction of poverty in China.

1.2.3  National Poverty Reduction Strategy and Actions as Key
Pillars of China’s Poverty Reduction Mivacle

Since the reform and opening up, poverty alleviation has been one of the
major tasks of China’s socialist modernization. The Chinese government
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Fig. 1.5 Changes in the total number and proportion of rural poor population
in China from 1978 to 2020

has prioritized poverty alleviation as a key area of national develop-
ment, continuously advancing the implementation of poverty reduction
strategies and policy innovation through a strong national poverty allevi-
ation strategy as a guarantee mechanism. The national poverty alleviation
system has been continuously improved, forming a mature institution-
alized poverty alleviation system with Chinese characteristics, which is
another major pillar of China’s “poverty reduction miracle.” Looking
at China’s national poverty alleviation system, it has gone through four
main stages since the reform and opening up: 1978-1985, 1986-2000,
2001-2012, and 2012-2020 (see Fig. 1.5).

1.2.3.1  Version 1.0 of China’s Poverty Alleviation System:
1978-1985

At the beginning of the reform and opening up, solving the problem
of food shortage remained an important task for development, and
the rural economic reform represented by the houschold responsibility
system resolved the issue of food and clothing. China’s grain output
increased from 304.77 million tons in 1978 to 407.31 million tons in
1984, and the national per capita grain increased from 316.6 kg to
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390.3 kg. This period saw the fastest growth in grain production since
the founding of new China. Apart from the incentive effect brought
about by the implementation of the household responsibility system,
the Chinese government implemented major policy measures such as
significantly raising grain procurement prices during this period, greatly
motivating the enthusiasm of the vast number of farmers, releasing the
agricultural production potential accumulated in agricultural infrastruc-
ture, technology, and inputs, and reversing the long-term severe shortage
of grain in China. With the promotion of the household responsibility
system in rural areas and the increase in agricultural labor productivity,
new changes occurred in the rural economy. Various types of township
enterprises also entered a period of vigorous development, becoming an
important pillar for promoting rural economic development. The rapid
development of township enterprises also became an important channel
for increasing farmers’ incomes, with the number of employees in town-
ship enterprises rising from 28.27 million in 1978 to 69.79 million in
1985.

The early rural economic reforms achieved great success, laying the
foundation for the next step of China’s economic reforms and signif-
icantly improving the consumption levels of urban and rural residents.
From 1979 to 1985, the per capita consumption level of rural residents
increased from 158 to 357 yuan, and that of urban residents from 434
to 802 yuan. During this period, China’s rural poverty incidence rate
decreased from 97.5% to 78.3% in 1985, a decline of nearly 20 percentage
points, an average decrease of 2.7 percentage points per year. It should be
noted that at this stage, the country had not yet implemented a specific,
nationwide national poverty alleviation policy, and the focus of national
poverty alleviation was on poverty-stricken areas in the Western region.

The poverty alleviation work during this stage mainly relied on
economic development and low-level social assistance, aiming to elim-
inate hunger. During this period, the state established special poverty
alleviation funds and provided poverty alleviation loans to support the
transformation of impoverished and backward conditions in revolutionary
base areas, ethnic minority areas, and remote areas. For example, in
1983, the State Council established the “Three Western” Agricultural
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Construction Leading Group to address poverty in the “Three West-
ern” regions,* launching a comprehensive regional poverty alleviation
development project for 47 counties in the area, aiming to change their
backward infrastructure, harsh ecological environment, and poor living
conditions. These policy practices in poverty alleviation development laid
the groundwork for China to embark on organized, planned, and large-
scale developmental poverty alleviation, which is an important experience
in China’s achievement of large-scale poverty reduction.

1.2.3.2  Version 2.0 of China’s Poverty Alleviation System:
1986-2000

This stage marked the Dbeginning of national-level institutionalized
poverty alleviation development. In 1986, China established the State
Council Leading Group on Economic Development in Poor Areas, which
was renamed at the end of 1993 to the Office of the State Council
Leading Group on Poverty Alleviation and Development (commonly
known as the “State Council Poverty Alleviation Office”). As a delib-
eration and coordination body of the State Council, the State Council
Leading Group on Poverty Alleviation and Development is usually
chaired by a Vice Premier or State Councilor of the State Council, with
members including various ministries, mass organizations, and central
enterprises. Corresponding to the State Council Poverty Alleviation
Office, local governments at various levels also set up corresponding
poverty alleviation offices. These offices play an important role in formu-
lating poverty alleviation policies, coordinating poverty alleviation devel-
opment work, and evaluating poverty alleviation development, and are
crucial in advancing the overall poverty alleviation cause. In 1986, the
State Council Poverty Alleviation Office began to systematically promote
poverty alleviation work, identifying poor counties, poverty standards,
and the poor population, taking poor counties as the target of poverty
alleviation work, and continuously improving the overall ability of society
to participate in poverty alleviation. From 1986 to 1993, 331 coun-
ties were identified as national-level poor counties, with solving the
issue of food and clothing as the main goal of poverty alleviation work.

4 The “Three West” region refers to 19 counties (cities, districts) in the Hexi area of
Gansu, 20 counties (districts) in the arid area of central Gansu represented by Dingxi,
and 8 counties in the Xihai solid area of Ningxia, totaling 47 counties (cities, districts).
The total area of these regions is 380,000 square kilometers.
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Various special poverty alleviation loans, work-for-relief programs, and
financial development funds were arranged to actively create employment
opportunities for the population in poor areas, improve infrastructure
construction in poor areas, and strengthen the development of science,
education, culture, and health in poor areas. By the end of 1993,
according to the 1978 poverty line standard, the rural poor population in
China decreased from 131 million in 1986 to about 80 million.

As the poverty alleviation work advanced, the distribution of China’s
poor population showed clear geographical characteristics, especially
concentrated in areas with harsh ecological conditions, weak infras-
tructure, and lagging social development. Therefore, in 1994, China
proposed the “Eight-Seven Poverty Alleviation Plan,” aiming to focus
human, material, and financial resources, actively mobilize social forces,
and basically solve the issue of food and clothing for the poor popu-
lation by the end of 2000, transitioning from relief-oriented poverty
alleviation to development-oriented poverty alleviation. The goal of this
plan was to fundamentally solve the issue of food and clothing for the
80 million rural poor population at the time within about seven years
(from 1994 to 2000). In terms of the poverty alleviation mechanism,
in addition to the original poverty alleviation mechanism, the plan also
strengthened targeted poverty alleviation by party and government agen-
cies and east—west collaboration in poverty alleviation, encouraging all
of society to participate in poverty alleviation. In terms of the identifi-
cation of poor counties, the plan readjusted the national poor county
standards, identifying 592 national-level poor counties, covering 72.6%
of the poor population. In terms of the implementation of poverty alle-
viation work, in addition to focusing on the livelihood issues of the poor
population, it also paid attention to their living environment, education,
medical health, and development capabilities, focusing on solving the root
causes of poverty.

By the end of 2000, the national “Eight-Seven” poverty alleviation
campaign had made significant progress in poverty alleviation devel-
opment. According to the 1978 poverty line standard, the rural poor
population in China decreased from 70 million in 1994 to 32.09 million
in 2000, and the rural poverty incidence rate dropped to 3.5%. The
production and living conditions of farmers in poverty-stricken areas were
significantly improved. By the end of 2000, the percentage of administra-
tive villages in poor areas with access to electricity, roads, postal services,
and telephones reached 95.5%, 89%, 69%, and 67.7%, respectively. It is
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important to note that the “Eight-Seven” poverty alleviation campaign
made a significant contribution to the United Nations’ Millennium Devel-
opment Goals in advancing poverty reduction. According to the absolute
poverty standard of the World Bank (living on 2.15 international dollars
per day per person at 2017 purchasing power parity), China reduced its
poverty population by 165 million from 1993 to 1999, while the total
reduction in the world’s poor population was 147 million. This indicates
that during this period, the number of poor people in countries other
than China actually increased.

1.2.3.3  Version 3.0 of China’s Poverty Alleviation System:
2001-2012

Entering the twenty-first century, China’s economic and social develop-
ment entered a new era. China’s accession to the World Trade Orga-
nization in 2001 promoted the country’s deeper integration into the
international division of labor, establishing its status as a global manufac-
turing center. As China’s level of economic opening to the outside world
continued to increase, the country’s industrialization and urbanization
entered a new phase, creating favorable conditions for job creation and
poverty reduction. From the perspective of national poverty alleviation
strategy, this period initiated a comprehensive poverty reduction strategy
for the new century, with national poverty alleviation actions becoming
more systematic, diversified, and precise, and the poverty alleviation stan-
dards significantly raised.> By the year 2000, China’s poverty alleviation
efforts were halfway through, with people’s overall living conditions
reaching a moderately well-off level and basically solving the food and
clothing problem for the entire population. However, as pointed out
in the report of the 16th National Congress of the Communist Party
of China, “The well-off society we have achieved is still at a low level,
incomplete, and highly imbalanced.”

According to the national poverty line standard of 2010, China’s rural
poverty incidence rate in 2000 was 49.8%, meaning that half of the rural
population was still in absolute poverty at the turn of the century, and
China’s poverty alleviation work was still a long way off. Therefore, in
2002, the 16th National Congress of the Communist Party of China

51n 2008 and 2010, the national poverty line was substantially adjusted twice, estab-
lishing a national poverty line standard that is higher than the international absolute
poverty line standard.
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proposed “to concentrate efforts in the first two decades of this century
to comprehensively build a higher-level well-off society benefiting over a
billion people.” Further, the 17th National Congress of the Communist
Party of China in 2007 made a comprehensive deployment for achieving
the grand goal of comprehensively building a well-off society, proposing
a higher requirement of “doubling the per capita gross domestic product
of 2020 compared to 2000.” The report of the 18th National Congress
of the Communist Party of China in 2012 officially proposed the goal
of comprehensively building a well-off society. Since the 18th National
Congress, the Party Central Committee has made poverty alleviation a
bottom-line task and a signature indicator for comprehensively building a
well-oft society. Thus, eliminating poverty became a key goal in measuring
the construction of a well-off society.

It should be noted that during this stage, the state promoted poverty
alleviation more actively. One important measure was continuously raising
the poverty line standard. For example, the 2010 standard set in 2011 was
2300 yuan, a significant increase from the 2008 standard (1067 yuan) and
higher than the international poverty line standard of the World Bank.

After 2000, China’s rural social security system was gradually estab-
lished and continuously improved, promoting equalization of public
services between urban and rural areas. This played a positive role
in improving agricultural production, rural social development, and
increasing farmers’ income and living standards, and became an important
pillar in reducing poverty. Firstly, in 2003, China began implementing
the New Rural Cooperative Medical System in rural areas, which played
a significant role in ensuring that farmers received basic health services
and in alleviating poverty caused by illness. By 2008, over 90% of rural
residents in China participated in the New Rural Cooperative Medical
System, achieving full coverage in rural areas.

Secondly, China began implementing rural tax and fee reforms in 2003
and completely abolished the agricultural tax in 2006, while continuously
increasing direct subsidies for agricultural production. For a long time,
the agricultural sector served as a source of funds for the development
of China’s industrial sector. With the complete abolition of the agricul-
tural tax, agriculture and rural areas truly became a subsidized sector of
the national economy, forming a new mechanism of “industry nourishing
agriculture, and cities nourishing rural areas,” and establishing a develop-
ment mechanism of “industry promoting agriculture’ and ‘cities leading
rural areas.”
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Third, in 2007, China comprehensively established a minimum living
standard guarantee system in rural areas, incorporating all eligible rural
poor into the coverage and implementing a safety net for some of the
extremely poor.

Fourth, in 2009, China began implementing a new rural social pension
insurance system, establishing a rural pension insurance system, and
gradually merging it with the urban residents’ social pension insurance,
forming a unified urban and rural residents’ social pension insurance,
becoming one of the important pillars of China’s social security system.

In terms of advancing poverty alleviation, in 2001, the State Council
formulated the “Outline for China’s Rural Poverty Alleviation and
Development (2001-2010)” based on summarizing past poverty allevi-
ation experiences and current poverty characteristics. This was a 10-year
national poverty alleviation action outline, indicating that poverty allevia-
tion is a medium- and long-term strategy for national development. The
outline identified 592 key counties for national poverty alleviation and
development work, and in light of the increasingly dispersed distribution
of the poor population in villages rather than concentrated in poor coun-
ties in the central and Western regions, it explicitly required that specific
measures for poverty alleviation and development be implemented in poor
villages, establishing 148,000 key villages nationwide, covering 76% of the
national poor population.

In terms of working mechanisms, the outline established a rural
low-income poverty standard, strengthened the participation of poor
households in poverty alleviation work, completed the filing and regis-
tration of 106 million poor people, and achieved informational dynamic
management of the poor population. In terms of work priorities, focusing
on the weak links in the production and living conditions of poor villages,
through mobilizing the masses, strengthening departmental coordination,
and intensifying cadre assistance, comprehensive village advancement
in poor villages was enhanced; actively supporting and encouraging
the transfer of labor force training in poor areas, strengthening skill
training for the poor population to promote non-agricultural employment
and increase income; actively advancing industrial poverty alleviation,
supporting and cultivating leading enterprises to drive agricultural struc-
tural adjustment in poor areas, and encouraging farmers to develop
characteristic agricultural industries; vigorously promoting the develop-
ment of social undertakings in poor areas, implementing the “National
Compulsory Education Project for Poor Areas,” implementing the new
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rural cooperative medical system and medical assistance system for the
poor, and actively improving public health services in rural areas of poor
regions.

In 2011, the Central Committee of the Communist Party of China
and the State Council issued the second 10-year rural poverty alleviation
and development outline—the “Outline for China’s Rural Poverty Allevi-
ation and Development (2011-2020)”. This outline explicitly proposed
to accelerate the development of impoverished areas, promote common
prosperity, and achieve the goal of comprehensively building a well-oft
society by 2020. The overall objective is: by 2020, to stably ensure
that the targets of poverty alleviation do not worry about food and
clothing, and guarantee their compulsory education, basic medical care,
and housing. The outline also proposed that the per capita net income
of farmers in impoverished areas should increase at a rate higher than the
national average, and the key indicators in the main areas of basic public
services should be close to the national average, reversing the trend of
widening development gaps. Based on the overall objectives, the outline
set development goals for 2020 in 10 areas including basic farmland
and agricultural water conservancy, characteristic advantage industries,
drinking water safety, transportation, rural dilapidated house renovation,
education, medical health, public culture, population and family plan-
ning, forestry and ecology, and made clear provisions in terms of poverty
alleviation focus, mechanisms, and safeguard measures.

Overall, according to the national poverty line standard of 2010, the
rural poverty incidence rate from 2000 to 2012 decreased from 49.8% to
10.2%, an average annual reduction of 3.3 percentage points, higher than
the reduction rate of poverty incidence from 1978 to 2000 (an average
annual decrease of 2.2 percentage points). During this period, the average
annual reduction in the number of poor people reached more than 30
million, significantly higher than the period from 1978 to 2000 (an
average annual decrease of 14 million). Therefore, the period from 2000
to 2012 was still characterized as a period of large-scale poverty reduction,
making a significant contribution to China’s goal of moving from “overall
achieving a moderately well-off level” at the beginning of the century to
“comprehensively building a well-off society.” According to the interna-
tional poverty line of 1.9 international dollars per day, China’s poverty
incidence rate had dropped to 6.5% by 2012, significantly lower than the
world average (12.9%). In 2012, the World Bank classified China as an
upper-middle-income country for the first time in its national income
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group division (based on the per capita GDP of 2010). Therefore, we
can consider that by 2012, China had successfully crossed the “poverty
trap.”

1.2.34  Version 4.0 of China’s Poverty Alleviation System:
2013-2020

By 2012, China’s poverty incidence rate had reached a relatively low
level, and it was no longer possible to continue reducing it at a rate
exceeding 2% per year. Therefore, from the perspective of eliminating
absolute poverty, China’s poverty alleviation efforts entered a critical and
concluding phase. This meant that the remaining poor population under
the condition of a lower poverty incidence rate often consisted of those
more challenging to help. Due to China’s large population base, there
were still 98.99 million rural poor at the end of 2012. This signifi-
cant number of absolute poor still determined that poverty alleviation
work during this period was a daunting task, becoming a developmental
mission of the Party Central Committee after the 18th National Congress.
General Secretary Xi Jinping also placed high importance on poverty
alleviation work.

At the end of 2012, during his visit to the impoverished and revo-
lutionary area of Fuping County in Hebei Province on the eve of New
Year’s Day, Xi Jinping explicitly stated that the most arduous and heavy
task in building a comprehensively well-off society lies in rural areas.
Without the well-being of rural areas, especially impoverished areas, there
can be no comprehensive well-off society. In November 2013, during his
inspection tour in Xiangxi, Hunan, Xi Jinping for the first time made
important directives of “seeking truth from facts, adapting measures to
local conditions, classifying guidance, and precise poverty alleviation,”
proposing the idea of “precise poverty alleviation” for the first time. This
idea established the ideological foundation for promoting innovation in
the system and mechanism of poverty alleviation, opening up version
4.0 of China’s poverty alleviation system, prominently characterized by
the poverty alleviation strategy with “precise poverty alleviation” as the
main approach. The poverty alleviation system during this period focused
on the multi-dimensional poverty reduction goal of “two assurances and
three guarantees” as the core indicator, paying more attention to the
quality of poverty alleviation and achieving sustainable poverty alleviation.
In practice, developmental poverty alleviation was combined with social
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security poverty alleviation, making the elimination of all poor people an
important goal for comprehensively building a well-off society.

Based on the idea of precise poverty alleviation, the poverty alle-
viation work during this stage strengthened the responsibility of local
governments at all levels, forming a poverty alleviation work mech-
anism under the leadership of the Party, with extensive participation
from governments at all levels and coordinated management by “five-
level secretaries” (provincial, city, county, township, village). The 22
provinces, autonomous regions, and municipalities in central and Western
China signed responsibility agreements for poverty alleviation with the
central government. Governments at all levels mobilized the whole
society, adopting various methods to form a comprehensive poverty alle-
viation work pattern. According to the work content of the Central
Poverty Alleviation Office, poverty alleviation work included 16 tasks,
forming a comprehensive poverty alleviation work mechanism through
the synergy of various policy measures. This stage of poverty alleviation
work also placed high importance on the quality of poverty alleviation,
implementing strict assessment and inspection mechanisms to ensure the
standardization of the process for poor counties and villages to exit
poverty, the accuracy of standards, and the authenticity of results. In terms
of mobilizing social forces to participate in poverty alleviation, contin-
uous innovation in social poverty alleviation models was made, widely
promoting replicable, scalable, and sustainable successful experiences. For
example, China’s e-commerce enterprises have covered 590 poor counties
nationwide, becoming an important driving force for industrial devel-
opment in poor areas and one of the new models of precise poverty
alleviation.

In terms of the poverty alleviation work mechanism, at the end of
November 2015, the Central Poverty Alleviation and Development Work
Conference issued the “Decision of the CPC Central Committee and
the State Council on Winning the Battle Against Poverty,” establishing
a work mechanism of “central coordination, provincial overall responsi-
bility, and city-county implementation.” In implementing precise poverty
alleviation, the precise poverty alleviation work mechanism was contin-
uously improved, focusing on the key link of accurate identification
and registration. The “six precisions” requirements were emphasized,
including precise support targets, precise project arrangements, precise
use of funds, precise measures to houscholds, precise assignment of
personnel by village, and precise poverty alleviation results. Measures
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were tailored according to the types of poverty, implementing the
“five batches” approach of precise poverty alleviation, which includes
“developing production to alleviate poverty,” ‘relocation for poverty alle-
viation,” “ecological compensation to alleviate poverty,” “developing
education to alleviate poverty,” and “social security safety net.” All
social forces were mobilized to build a comprehensive poverty alleviation
development strategy.

In advancing “precise poverty alleviation,” special emphasis was placed
on tackling poverty in specific types of areas. Among them, poverty alle-
viation in deeply impoverished areas, including the “three regions and
three states,” was a key task, solving poverty through the relocation of 9.6
million registered poor. Without the implementation of “precise poverty
alleviation,” achieving poverty alleviation goals in deeply impoverished
areas would have been a very lengthy process. By the end of 2020, all 832
national-level poor counties identified by the State Council Poverty Allevi-
ation Office had been lifted out of poverty, achieving the basic completion
of the poverty alleviation task.

Apart from developmental poverty alleviation, social security safety
nets have also been an important pillar of the poverty alleviation system
since the 18th National Congress. Social security safety nets primarily
targeted those who could not escape poverty due to factors such as
old age, illness, or disability. To address poverty among these popula-
tions, in 2015, General Secretary Xi Jinping made a major deployment
to implement the “five batches” project at the Central Poverty Allevia-
tion and Development Work Conference, with social security safety nets
being one of the projects. In 2020, the Ministry of Civil Affairs and the
State Council Poverty Alleviation Office specifically issued an action plan
for poverty alleviation through social assistance, ensuring “no household
or individual is left behind.” In 2020, the number of people receiving
rural minimum living standard guarantees in China was 36.21 million,
essentially achieving living security for all rural poor.

Currently, China has established the world’s largest social security
system, which is also an important institutional guarantee for all Chinese
citizens to be free from absolute poverty. In 2022, China’s basic medical
insurance covered 1.346 billion people, and basic pension insurance
covered 1.053 billion people. Compared to the overall situation of social
protection development worldwide, China’s achievements in the field of
social security are undoubtedly remarkable. According to the “2020-22
World Social Protection Report” published by the International Labour
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Organization, only 47% of the global population is effectively covered by
at least one social protection benefit, while 4.1 billion people (53% of the
population) are unable to receive income security from their country’s
social protection system.

Opverall, since the 18th National Congress, the Chinese government
has made the elimination of absolute poverty a bottom-line task and
a signature indicator for comprehensively building a well-off society. It
has organized and implemented an unprecedented poverty alleviation
campaign in human history, with the largest scale, the greatest intensity,
and the most beneficiaries, completing the arduous task of eliminating
absolute poverty. The income level of the poor has significantly increased,
and the basic production and living conditions in poor areas have been
noticeably improved.

1.3 DECODING THE INSTITUTIONAL FACTORS
BEHIND CHINA’S “POVERTY REDUCTION MIRACLE”

The World Bank’s “World Development Report 2000,/2001” suggests
that those in poverty exhibit three dynamic characteristics: first, a lack of
opportunities to participate in economic activities; second, a lack of voice
in significant decisions affecting their destiny; and third, vulnerability to
economic and other shocks such as disease, food crises, economic down-
turns, etc. Therefore, poverty is not solely a problem of low income but
is also reflected in many aspects such as development opportunities and
social equality. Consequently, poverty often manifests as a kind of “syn-
drome.” For the poor, falling into poverty is often due to their inability
to overcome objective circumstances beyond their control, such as a lack
of development opportunities locally and a shortage of public services.
Fundamentally, for countries or regions mired in long-term poverty,
poverty is also a reflection of a lack of development governance capacity.
For example, Sub-Saharan African countries had a poverty incidence of
55.7% in 1990, which remained high at 40.2% in 2018. Morcover, even
for high-income and developed countries, eradicating poverty is not an
easy task. For instance, according to the international poverty line of 2.15
international dollars per day (2017 purchasing power parity), countries
like Japan, Greece, Italy, and Spain had poverty incidence rates of 0.7-
0.9% in 2020. In contrast, China’s poverty incidence rate had dropped
to 0.1% by 2020, significantly better than countries at similar stages of
economic development, such as Brazil (2.8% in 2020), and even better
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than the United States (0.2% in 2020). Therefore, eradicating poverty
reflects not only a country’s governance philosophy but also its gover-
nance capacity. From an institutional analysis perspective, the institutional
reasons for China’s poverty reduction miracle can be summarized in the
following main aspects.

Firstly, the leadership of the Communist Party of China (CPC) is the
fundamental political guarantee for China’s creation of the poverty reduc-
tion miracle. This is mainly based on two reasons: One, the ideological
line of ‘emancipating the mind and seeking truth from facts’ has become
the basic follow-through for the CPC’s governance since the reform and
opening-up; Two, the governance philosophy of ‘putting people at the
center’ has always been regarded by the CPC as the fundamental starting
point for pioneering the path of socialist development. Since the imple-
mentation of reform and opening-up in 1978, the CPC established the
basic line of focusing on economic construction, continuously advancing
reform and opening-up, and improving the socialist market-economy
system, achieving over 40 years of sustained high-speed economic growth,
transforming China from a poor country into a moderately well-oft one.
Especially during times of international turbulence, the leadership of the
CPC ensured that China neither reverted to the old path of closure and
rigidity nor took the wrong path of changing flags. Compared to the
transformation of former Soviet and Eastern European socialist coun-
tries after the 1990s, we can see that adhering to the socialist path is
the fundamental guarantee for China’s poverty reduction miracle, and
the leadership of the CPC is the political foundation for adhering to this
path.

Secondly, the leadership of the CPC ensured the strategic and contin-
uous nature of the national poverty alleviation action plan. Strategically,
the national poverty reduction strategy has been progressing in tandem
with over forty years of development since reform and opening-up,
serving as an important development goal of the primary stage of
socialism and a key standard for comprehensively building a moderately
well-off society. In terms of continuity, China’s poverty alleviation policies
have been continuously adjusted, and the target population for poverty
alleviation has been continuously ‘precisified.” For instance, the ‘Eight-
Seven Poverty Alleviation Plan’ focused on poor counties, the ‘Outline
for China’s Rural Poverty Alleviation and Development (2001-2010)’
focused on poor villages, and ‘precise poverty alleviation” focused on poor
households, continuously advancing the cause of poverty alleviation.
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Third, the leadership of the CPC is the political guarantee for the
continued advancement of China’s poverty alleviation efforts. Under the
leadership of the CPC Central Committee, rural poverty alleviation and
development implemented a work mechanism of central coordination,
provincial overall responsibility, and city-county implementation. It fully
mobilized all social forces to participate in poverty alleviation, forming
a comprehensive, full-coverage, and all-round poverty alleviation system.
Gradually, a national poverty alleviation policy system with Chinese char-
acteristics was formed, with three main pillars: economic development as
the basic driving force, comprehensive poverty alleviation policies as a
combined force, and social security as the safety net. China’s poverty alle-
viation system also fully reflects the advantages of the socialist system.
Since 1996, China established the counterpart support policy, which
has played a significant role in the economic and social development of
impoverished areas over the past 20 years.

Fourth, the leadership of the CPC is the organizational guarantee
for the continued advancement of China’s poverty alleviation efforts.
During the poverty alleviation period, the country dispatched a total of
255,000 village work teams and selected more than 2.9 million cadres
from county-level and above party and government organs and state-
owned enterprises and institutions to serve as first secretaries or village
cadres in poor and weak villages, ensuring that grassroots party organiza-
tions played a combat fortress role in poverty alleviation. The leadership
of the CPC also ensured high-quality poverty alleviation. For example, at
the end of 2019, the State Council Leading Group on Poverty Allevia-
tion and Development organized a comprehensive investigation of over
93 million people who had been lifted out of poverty, conducted item-
by-item rectifications, and implemented targeted preventive measures for
nearly 2 million people at risk of returning to poverty and nearly 3 million
at risk of falling into poverty, promptly including them in assistance.

1.4 FroMm THE “POVERTY REDUCTION MIRACLE”
TO BUILDING A SOCIETY OF COMMON PROSPERITY

Achieving common prosperity has always been a consistent goal of the
Communist Party of China (CPC). At its founding, the CPC led the land
revolution and implemented the principle of “the tiller has his land.” After
the establishment of the People’s Republic of China, under the leader-
ship of the CPC, China carried out land reform, abolished the feudal
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land system, and established the socialist basic system. After the reform
and opening up, Deng Xiaoping proposed that “poverty is not socialism,
and socialism aims to eliminate poverty.” Following the 18th National
Congress of the CPC, General Secretary Xi Jinping asserted that “not
a single poor area or individual should be left behind.” In summary,
the CPC has consistently made the people’s aspirations for a better life
its goal, and in this process, eliminating poverty has been an important
milestone.

In his speech at the celebration of the 100th anniversary of the
founding of the CPC, General Secretary Xi Jinping solemnly declared
to the world that, through the continuous efforts of the entire Party
and people of all ethnic groups across the country, China had achieved
its first centenary goal and comprehensively built a moderately well-oft
society across the land of China. The comprehensive establishment of a
moderately well-off society has elevated China’s economic strength, tech-
nological strength, and overall national power to a new level. China’s
GDP exceeded 100 trillion yuan, and the per capita GDP surpassed
10,000 US dollars. China has built the world’s largest social security
system, historically eradicated absolute poverty, and created a “poverty
reduction miracle” in human history. The comprehensive establishment
of a moderately well-off society has created conditions for solving the
problems of unbalanced and inadequate development and promoting
common prosperity. In the journey to achieve the second centenary goal,
steadfastly advancing common prosperity will be the core task of fully
building a modern socialist country and realizing the great rejuvenation
of the Chinese nation. As China steps into the center of the world stage,
building a society of common prosperity for all people is also China’s
major contribution to setting a new paradigm for world development,
creating a new pattern, and shaping a new form of human civilization.
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CHAPTER 2

Common Prosperity Theory Innovation

Common prosperity is the essential requirement of socialism and the core
goal and important feature of socialist modernization with Chinese char-
acteristics, which embodies the value pursuit of Marxist political economy
and is the basic constituent and important part of the theoretical system of
socialism with Chinese characteristics. Since the founding of the People’s
Republic of China, successive generations of the central leadership of
the Communist Party of China (CPC) have put forward the theory and
concept of common prosperity based on the development requirements
of the times. On the occasion of the triumphant completion of the goal
of building a moderately prosperous society, General Secretary Xi Jinping
put forward the general goal and task of common prosperity in the new
era, starting a new journey for the Chinese people to build a common
prosperous society.

2.1 CoMMON PROSPERITY Is A VALUE
REQUIREMENT OF MARXIST PoLITICAL ECONOMY

The historical background of Marxism was the brutal exploitation of labor
by capital at the beginning of the industrialization of Western capitalism.
However, in today’s highly technologically advanced human society, the
gap between the rich and the poor is still a persistent problem in the
major developed countries of the West and one of the basic causes of
their social conflicts. At the same time, many developing countries still
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face the difficult task of eliminating absolute poverty. In the history of
the development of human society, narrowing the gap between the rich
and the poor is an important issue to be considered in every era and in
the development of every society. It reflects the fairness and justice of
social distribution and is influenced by the income distribution system.
The income distribution system is an integral part of the basic economic
system of a country and is influenced by production relations. Although
the realization of common prosperity in human society reflects the fairness
and justice of social distribution, common prosperity is possible only at a
certain stage of development and under a certain social system.

Under the socialist system, the basic principle of social distribution is
ability and work-based. This is the concrete realization of the socialist
public ownership system and the embodiment of the socialist principle
of material interests, one of the basic symbols of socialism, but it is not
the most ideal principle of distribution in human society. Marxist polit-
ical economy holds that the result of income distribution is influenced
by the relations of production, and the productive forces play a decisive
role in the relations of production, so the system of income distribu-
tion is also influenced by the development of the productive forces. From
the perspective of the development of productive forces, the practice of
socialist construction in China for more than 40 years since the reform
and opening up has proved that the socialist market economic system
meets the requirements of the development of productive forces at the
present stage, while the reality of the coexistence of multiple economic
components determines that we can only implement the principle of
distribution based on the distribution of labor as the mainstay and the
coexistence of multiple distribution methods.!

Common prosperity is the social ideal pursued by Marxism. According
to the vision of Marx and Engels, with the further development of the
productive forces, “production will aim at the prosperity of all”? is the
characteristic feature of the new society in the future. Thus, it is clear
that common prosperity is a basic goal of Marxism and a fundamental
objective of our Party in leading the people in the socialist revolution,

1 See, Xu Guangchun, ed., The Dictionary of Marxism, Wuhan: Changjiang Media and
Chongwen Publishing House, 2018, pp. 193-194.

2 Marx/Engels Collected Works, Volume VIII, Beijing: People’s Publishing House, 2009,
p. 200.
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construction, reform, and opening up, and the new era of socialism with
Chinese characteristics.

In fact, China is still in the primary stage of socialism, with a large
population and unbalanced development in urban and rural areas, it is
extremely difficult, long-term, arduous, and complicated to achieve the
goal of common prosperity for more than 1.4 billion people, and there are
no ready-made answers or successful precedents. We cannot make a “great
leap forward,” but only through a step-by-step approach, accumulating
small victories into big ones, from quantitative to qualitative changes.

“Common prosperity is the basic requirement of socialism and an
important feature of Chinese-style modernization.”® Common prosperity
is the ideological foundation and goal of the CPC’s efforts to build the
Party for the public and govern for the people. As the once poorest and
most populous country in the world, how China can lead all its people to
achieve common prosperity is the core goal and main line of the CPC’s
long-term governance. However, given the historical starting point of a
large population and a very low level of productivity development, the
CPC has different constraints and conditions at different stages of devel-
opment, as well as different development goals, policy systems, and social
practices to achieve the grand goal of common prosperity for everyone.

2.2 Tae VisioN oF COMMON PROSPERITY
AT THE EARLY STAGE OF THE FOUNDING
OF THE PEOPLE’S REPUBLIC OF CHINA

After the victory of the New Democratic Revolution, the Chinese
Communists, led by Mao Zedong, through the Chinese People’s Political
Consultative Conference (CPPCC), formulated the Common Program of
the CPPCC and built a new democratic society, clearly stating that “The
People’s Republic of China must abolish all the privileges of the impe-
rialist state in China, confiscate bureaucratic capital to the state property
of the people, systematically transform the feudal semi-feudal land tenure
system into peasant land tenure, protect the public property of the state
and the property of cooperatives, protect the economic interests of the
workers, peasants, petty bourgeoisie and national bourgeoisie and their
private property, develop the people’s economy of the new democracy,

3 Xi Jinping, “Solidly Promoting Common Prosperity,” Qjushi, Vol. 20, 2021.
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and steadily transform the agrarian country into an industrial country.”*
The basic spirit of the economic policy of the new democracy is to take
care of all sides, that is, to implement the policy of “balancing public and
private sectors, labor and capital, mutual assistance between urban and
rural areas, and internal and external exchanges” in order to achieve the
goal of developing production and economic prosperity. In fact, it was to
fundamentally change the situation of old China, where the economy was
very backward and the rich and the poor were polarized.

CPC led a land reform movement on a scale unprecedented in history,
completely abolishing the feudal system of land tenure. By the end of
1952, with the exception of some ethnic areas and Taiwan Province, land
reform had been basically completed in the newly liberated areas, and
poor and middle peasants, who accounted for 92.1% of the rural popula-
tion, occupied 91.4% of the total arable land. It liberated a large number
of peasants and played a major role in promoting and restoring agricul-
tural production, resulting in a general increase in peasants’ incomes,
a marked improvement in their living conditions and an exponential
increase in their purchasing power.® This was also the landmark land
reform in Chinese history. As Mao said, “Land reform is a once-in-a-
lifetime event. From Yao, Shun, Yu, Tang, Wen, Wu, Duke of Zhou,
Confucius to Sun Yat-sen, no one has done it before us.”® For the
first time, nearly 500 million farmers have been lifted out of a long
period of extreme hunger and poverty. In order to avoid new polar-
ization and to develop agricultural production, build water conservancy
and resist natural disasters, Mao further advocated the development of
agricultural production cooperatives to achieve common prosperity. In
December 1953, the Resolution on the Development of Agricultural
Production Cooperatives, drafted under Mao’s auspices, pointed out that
members were constantly discussing the difference between socialism (no
one exploits anyone and everyone becomes rich) and capitalism (the
exploitation of the majority by the few and the impoverishment of the

4 Party Literature Research Center ed., Selection of Important Documents of the People’s
Republic of China, Vol. 1, Beijing: Central Party Literature Press, 2011, p. 2.

5 See, Party History Research Center of the CPC Central Committee, History of the
Chinese Communist Party (1949-1978), Vol. 2, Beijing: History of Chinese Communist
Party Publishing House, 2011, pp. 100-101.

6 Party Literature Research Center ed., The Chronology of Mao Zedong (1949-1976),
Beijing: Central Party Literature Press, 2013, p. 680.
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majority and the enrichment of the few).” The aim was to lead the
peasants to the path of cooperative agricultural production and thus to
common prosperity.

In 1954, the first socialist constitution, the Constitution of the
People’s Republic of China, was formulated, marking China’s entry into
a socialist society.® In October 1955, Mao laid out the grand vision
of achieving common prosperity and power under socialism. He stated,
“Our goal is to make our country much more developed, much richer,
and much stronger than it is now. ...We are implementing such a system
(referring to the socialist system), such a plan (referring to the first five-
year plan), it is possible to get richer and stronger year by year, to
see richer and stronger year by year. Rich hereby means common pros-
perity and strong hereby means common strong. ...Common prosperity
is certain, not something that today does not know tomorrow.”® Mao
linked the common prosperity with the socialist system and the implemen-
tation of a planned economy, pointing out that only the implementation
of a socialist system could make the people, especially the peasants who
constituted the vast majority of the total population, rich, and only the
implementation of a planned economic system could launch industrial-
ization and make the country strong. Under the prevailing conditions of
domestic development and the external situation, initiating the industrial-
ization of the country through the planned economic system was the main
way to realize the people’s prosperity and the country’s strength. There-
fore, Mao was the first creator and practitioner of common prosperity in
China.

7 See, Party Literature Research Center ed., Selected Important Documents Since the
Founding of the People’s Republic, Vol. 4, Beijing: Central Party Literature Press, 1993,
p. 680.

8 Article 4 of the Constitution of the People’s Republic of China provides that the
People’s Republic of China will rely on state organs and social forces to ensure the
gradual eclimination of the system of exploitation and the establishment of a socialist
society through socialist industrialization and socialist transformation. In the Report on
the Draft Constitution of the People’s Republic of China, Liu Shaoqi pointed out that
the socialist transformation of capitalist industry and commerce by the state would be
achieved gradually over a considerable period of time and through various forms of state
capitalism. See Liu Shaoqi, “Report on the Draft Constitution of the People’s Republic
of China (September 15, 1954),” from Selected Important Documents since the Founding
of the People’s Republic, Vol. 5, Beijing: Central Party Literature Press, 1993, p. 484.

9 Mao Zedong Collected Works, Vol. 3, Beijing: People’s Publishing House, 1999,
pp. 495-496.
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2.3 SociArLisT PrRINCIPLE OF COMMON PROSPERITY

It was Deng Xiaoping who first proposed common prosperity as a socialist
principle. He pointed out that in carrying out reform and opening up,
socialism must adhere to two principles: one is public ownership and
the other is common prosperity. After the reform and opening up, Deng
made three major theoretical contributions to common prosperity: First,
he explained the essence of socialism, which is to liberate the produc-
tive forces, develop them, eliminate exploitation, eliminate polarization,
and finally achieve common prosperity. “Socialism is characterized not
by poverty but by prosperity, but this prosperity is the common pros-
perity for everyone.” The second is the “first-rich theory,” that is, “let
some people and some regions get rich first. ... The fundamental goal is
to achieve common prosperity.” The “first-rich theory” recognizes that
it is difficult to achieve the simultaneous prosperity of all the people in
China with a relatively low level of productivity. Therefore, the “first-
rich theory” has practical significance for the faster development of social
productive forces at the development stage of China’s low productivity
level, is more feasible and innovative, and lays the ideological foundation
for the construction of a socialist market economic system. Third, the
theory of common prosperity was put forward.

Deng viewed socialism dialectically in terms of the two main features of
productive forces and common prosperity. On the one hand, he regarded
“letting some people and regions get rich first” as a necessary devel-
opment stage for “achieving common prosperity”; on the other hand,
he was very vigilant against the emergence of polarization. In particular,
after effectively dealing with the political turmoil in 1989, Deng clearly
pointed out to Jiang Zemin and other leaders in charge of the central
government in late 1990 that the greatest advantage of socialism was
common prosperity, which reflected the essence of socialism, and seri-
ously warned that if the polarization was carried out, ethnic, interregional
and class conflicts would develop, and corresponding central and local
conflicts would develop, and chaos might ensue.!? Since then, China has
not experienced such turmoil and has achieved two miracles: long-term
stable and rapid economic growth and long-term social stability.

10 See, Deng Xiaoping Collected Works, Vol. 3, Beijing: People’s Publishing House,
1993, p. 364.



2  COMMON PROSPERITY THEORY INNOVATION 37

Deng also put forward the “special theory” of China’s national condi-
tions. He pointed out that “China’s situation is very special, even if
fifty-one percent of the people get rich first, there are still forty-nine
percent, that is, more than 600 million people are still in poverty, there
will be no stability. Capitalism will not work in China; only socialism and
common prosperity will lead to social stability and development.”!!

In September 1988, Deng put forward the strategic idea of “Two
Overall Situations.” He pointed out “The coastal areas should speed up
opening up to the outside world so that this huge area with 200 million
people can be developed faster first, which will lead to better develop-
ment on the mainland, which is a matter of the overall situation. The
mainland should consider the overall situation. In turn, development is
to a certain point, and requires the coast to come up with more power
to help the development of the mainland, which is also a big picture.
At this time, the coast must also obey the overall situation.”'? This is
an important foundation for the implementation of the Great Western
Development Strategy in 1999. In fact, the implementation of China’s
coordinated regional development strategy after the 10th Five-Year Plan
reflects Deng’s vision of “Two Overall Situations.”

In 1992, Deng pointed out in his southern tour speech that “if the rich
get richer and the poor get poorer, polarization will occur, and a socialist
system should and can avoid polarization.”!® This poses a fundamental
task for the Chinese Communists: How to avoid polarization between the
rich and the poor under the conditions of an innovative socialist market-
economy system.

On September 16, 1993, Deng proposed the theme of the era of
common prosperity, “How to achieve prosperity for 1.2 billion people
and how to distribute wealth after getting rich are big problems. The
issue has already been raised, and solving this problem is more difficult
than solving the problem of development.”!* The “first-rich theory” is

1 party Literature Research Center ed., The Chronology of Deng Xinoping (1975-1997),
Beijing: Central Party Literature Press, 2004, p. 1312.

12 Deng Xinoping Collected Works, Vol. 3, Beijing: People’s Publishing House, 1993,
pp. 277-278.

13 Deng Xinoping Collecred Works, Vol. 3, Beijing: People’s Publishing House, 1993,
p. 374.

14 party Literature Research Center ed., The Chronology of Deng Xinoping (1975-1997),
Beijing: Central Party Literature Press, 2004, p. 1364.



38 A HU AND S. ZHOU

mainly to solve the problem of development and break the “poverty
trap,” while the “common prosperity theory” is not only to solve the
problem of sustainable development but also to solve the problem of
social distribution.

Deng’s general layout and top-level design of socialism with Chinese
characteristics at the early stage of reform and opening up established a
socialist market-economy system for China, created an economic system
that guaranteed the liberation and development of productive forces, and
ushered in the miracle of rapid economic development that has lasted
more than 40 years to date.

In November 1993, the Decision of the Central Committee of the
CPC on Some Issues concerning the Improvement of the Socialist Market
Economy, adopted at the Third Plenary Session of the 14th Central
Committee of the Party, pointed out that “the distribution of personal
income should adhere to a system in which distribution according to work
is the mainstay and multiple modes of distribution coexist, reflecting the
principle of giving priority to efficiency and taking into account fairness.
Workers’ individual labor compensation to introduce a competitive mech-
anism to break egalitarianism, the implementation of more work, more
pay, a reasonable gap. Adhere to the policy of encouraging some people
in some regions to get rich first through honest work and lawful business,
and advocate that the rich first drive and help the rich later to gradually
achieve common prosperity.”!® The “first-rich theory” has become the
dominant development policy that aims to break the “poverty trap” and
achieve the level of prosperity from the subsistence level. In a sense, the
“first-rich theory” laid the ideological foundation for the establishment
of the socialist market-economy system, without which the income gap
in the process of establishing the socialist market-economy system would
have triggered strong resistance to reform.

In the middle of the 1990s, there was a breakthrough in China’s
common prosperity policy. In September 1995, Jiang Zemin deliv-
ered a speech at the 5th Plenary Session of the 14th CPC Central
Committee entitled Correctly Handling Some Major Relationships in
Socialist Modernization in which he clearly stated that achieving common
prosperity is the fundamental principle and essential characteristic of

15 Party Literature Research Center ed., Selected Important Documents since the 14th
National Congress of the Chinese Communist Party, Beijing: Central Party Literature Press,
2011, p. 465.
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socialism and must not be shaken. First, from the historical and dialec-
tical point of view, in understanding and dealing with the problem of
regional disparities, we must see that the imbalance in the development
of different regions is a phenomenon that must be a long-term history.
Second, we must attach great importance to regional disparities and take
effective measures to properly address them. Third, we need a process
to solve the problem of regional disparities. Regional disparities should
be narrowed as an important long-term policy must be maintained. He
made it clear that starting from the 9th Five-Year Plan, more attention
should be paid to supporting the economic development of the central
and Western regions, gradually increasing efforts to address the trend of
regional disparities continuing to widen, and actively working to narrow
the gap.' This marks the beginning of the transition from an unbalanced
development strategy to a coordinated development strategy, and from
the stage of “getting rich first” to the stage of “getting rich together.”
In September 1997, the report of the 15th National Congress of the
CPC proposed to adhere to and improve a variety of distribution methods
with the distribution of labor as the mainstay, allowing some people in
some regions to get rich first, then pushing and helping the rich later,
and gradually moving toward common prosperity; implement a distribu-
tion method that combines the distribution of labor with the distribution
of factors, emphasizing efficiency first and taking into account fairness;
regulate the distribution of income so that the income gap tends to be
reasonable, and also pay special attention to preventing polarization. This
shows that poverty is not socialism, and polarization between the rich
and the poor is not socialism. Preventing polarization between the rich
and the poor has always been the greatest challenge facing China in the
process of building a socialist market economy, and achieving common
prosperity for everyone people has always been the most important
symbol and goal of socialist modernization with Chinese characteristics.
On June 17, 1999, in his speech at a symposium on the reform and
development of state-owned enterprises in northwest China held in Xi’an,
Jiang publicly proposed for the first time that there should be no delay in
implementing the Great Western Development Strategy. He pointed out
that gradually narrowing the development gap between regions, achieving
coordinated national economic and social development, and ultimately

16 See, Jinng Zemin Collected Works, Vol. 3, Beijing: People’s Publishing House, 2006,
p. 466.
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realizing common prosperity for everyone are the essential requirements
of socialism and an important issue for the overall situation of China’s
development over the centuries.!” He also introduced the Two Overall
Situations proposed by Deng Xiaoping in 1998 as an important basis for
adjusting the regional development strategy, which has received strong
reactions and firm support from the whole society, especially the people
in the Western region.

On October 11, 2000, the Fifth Plenary Session of the 15th CPC
Central Committee adopted the Proposal of the CPC Central Committee
on the Formulation of the 10th Five-Year Plan for National Economic
and Social Development, making the implementation of Western develop-
ment and the promotion of coordinated regional development a strategic
task. The proposal points out that the implementation of the Great
Western Development Strategy and the acceleration of the development
of the central and Western regions are related to economic development,
national unity, and social stability, as well as coordinated regional develop-
ment and the ultimate realization of common prosperity, which is a major
initiative to achieve the third strategic goal.'® The third strategic goal is to
basically realize modernization, which also means that common prosperity
is a connotation requirement for China to realize modernization.

On November 26, the State Council issued a Notice on the Imple-
mentation of a Set of Policies and Measures for the Development of the
Western Region. The notice proposed “strive to use five to ten years to
make breakthroughs in the western region infrastructure and ecological
environment construction, the development of the western region has a
good start. By the middle of the twenty-first century, the western region
should be built into a new west with economic prosperity, social progress,
stability, national unity, and beautiful mountains and rivers.”!”

In 2002, in the report of the 16th National Congress of the CPC,
Jiang emphasized that the basic focus of the CPC’s policy formulation and
implementation is to represent the fundamental interests of the largest

17 Ibid., p. 340.

18 See, Party Literature Research Center ed., Selected Important Documents since the
15th National Congress of the Chinese Communist Party, Beijing: Central Party Literature
Press, 2011, p. 496.

19 See “Notice of The State Council on Implementing Several Policies and Measures
for the Large-scale Development of the Western Region,” The State Council [2000] No.
33, October 26, 2000.
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number of people, to properly reflect and take into account the inter-
ests of the masses in various fields, and to make the whole people move
steadily in the direction of common prosperity.?® He proposed that one
of the goals of building a moderately prosperous society by 2020 is
to “increase the proportion of the urban population by a large margin
and gradually reverse the trend of widening differences between workers
and peasants, urban and rural areas and regions.” He also specifically
mentioned that “with the goal of common prosperity, the proportion
of middle-income earners will be expanded and the income level of
low-income earners will be raised.”?!

In 2007, Hu Jintao put forward the Scientific Outlook on Devel-
opment in the report of the 17th National Congress of the CPC, the
core of which is “people-oriented, establish a comprehensive, coordi-
nated and sustainable scientific concept of development,” proposing that
“we should always take the realization, maintenance and development of
the people’s fundamental interests as the starting and ending points of
all the work of the CPC and the State, respect the people’s main posi-
tion, give full play to the people’s originality, protect the people’s rights
and interests, follow the path of common prosperity, and promote the
people’s all-round development.”?? The concept put forward the target
requirements of “the basic formation of a coordinated and interactive
development mechanism between urban and rural areas and major func-
tional areas,” “the basic formation of a reasonable and orderly pattern of
income distribution, the majority of middle-income earners, and the basic
elimination of absolute poverty,”?3 and the goal of “striving to provide
all people with education, employment, medical care, health care and
housing, and promote the construction of a harmonious society.” The
goal of “gradually increasing the share of residents’ income in the distri-
bution of national income and the share of labor compensation in the
initial distribution” was put forward for the first time.?*

20 Jiang Zemin Collected Works, Vol. 3, Beijing: People’s Publishing House, 2006,
p. 540.

2L Jiang Zemin Collected Works, Vol. 3, Beijing: People’s Publishing House, pp. 543,
546.

22 Hu Jintao Collected Works, Vol. 2, Beijing: People’s Publishing House, 2016, p. 624.
23 Hu Jintao Collected Works, Vol. 2, Beijing: People’s Publishing House, pp. 627, 628.

24 See, Hu Jintno Collected Works, Vol. 2, Beijing: People’s Publishing House, 2016,
pp. 642, 643.
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In 2012, Hu clearly proposed in the report of the 18th National
Congress of the CPC that the road to common prosperity must be
followed. Common prosperity is the basic principle of socialism with
Chinese characteristics. We must adhere to the basic socialist economic
system and distribution system, adjust the pattern of the national income
distribution, strengthen the regulation of redistribution, focus on solving
the problem of the large income distribution gap, so that the fruits of
development benefit all people more and more fairly, and make steady
progress in the direction of common prosperity. By 2020, the overall
equalization of basic public services will be achieved, the income distri-
bution gap will be narrowed, the middle-income group will continue to
expand, and the number of poverty alleviation targets will be significantly
reduced. Social security will be enjoyed by all, and everyone will have
access to basic medical and health services. Both primary distribution and
redistribution should strike a balance between efficiency and equity, and
redistribution should pay more attention to equity.

After the reform and opening up, the CPC deeply summarized the
positive and negative historical experiences, realized that poverty is not
socialism, broke the traditional institutional constraints, allowed some
people and regions to get rich first, and promoted the liberation and
development of social productive forces.?® As socialism with Chinese
characteristics enters a new era, it is bound to change from the stage of
“getting rich first” to the stage of “getting rich together.”

2.4 ENTERING A NEW STAGE OF COMMON PROSPERITY

Since the 18th National Congress of the CPC, the Central Committee
of the CPC, with Comrade Xi Jinping at its core, has attached more
importance to the gradual realization of common prosperity for everyone
people, made new interpretations of the theory of common prosperity,
and made new arrangements for the strategy of common prosperity.

On November 15, 2012, at a meeting with Chinese and foreign jour-
nalists, Xi solemnly declared that “people’s aspiration for a better life
is our goal” and stressed the need to “unswervingly follow the path
of common prosperity.” Since the 18th National Congress of the CPC,

25 1bid., pp. 624, 626, 642.
26 See, Xi Jinping, “Solidly Promoting Common Prosperity,” Qiushi, Vol. 20, 2021.
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under the leadership of Xi, nearly 100 million people have been lifted out
of absolute poverty and a moderately prosperous society has been built,
opening up a new stage of building a society of common prosperity in
China.

In October 2015, at the Fifth Plenary Session of the 18th CPC Central
Committee, Xi first proposed the Concept of Innovative, Coordinated,
Green, Open, and Shared Development in his note on the Proposal of
the 13th Five-Year Plan of the CPC Central Committee on the Formu-
lation of National Economic and Social Development. The proposal is
designed with the new development concept as the main line. The new
development concept has become the central embodiment of China’s
development ideas, development direction, and focus for the 13th Five-
Year Plan and beyond, and is also the central embodiment of China’s
development experience in the past 30 years of reform and opening
up, reflecting CPC’s new understanding of the laws of development in
China.?” Among them, “Shared development is the essential requirement
of socialism with Chinese characteristics. We must insist that development
is for the people, development is based on the people, and the fruits of
development are shared by the people, and make more effective insti-
tutional arrangements so that all the people can have a greater sense
of benefit from common shared development, enhance the momentum
of development, improve the unity of the people, and make steady
progress towards common prosperity.”?® The essence of shared devel-
opment is that all the people strive, build, and share together. The five
major developments are intertwined, integrated, and promoted by each
other, and have a unified goal. Innovative development is the driving
force of development, coordinated development is the art of develop-
ment, green development is the mode of development, open development
is the booster of development, and shared development is the goal of
development. Among them, both coordinated development and shared
development reflect the requirement of common prosperity. The core and

27 See, Party Literature Research Center ed., Selected Important Documents since the
18th National Congress of the Chinese Communist Party, Beijing: Central Party Literature
Press, 2016, pp. 774-775.

28 Party Literature Research Center ed., Selected Important Documents since the 18th
National Congress of the Chinese Communist Party, Beijing: Central Party Literature Press,
2016, p. 793.
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ultimate goal of the new development concept is to achieve comprehen-
sive human development. Xi also stressed that more effective institutional
arrangements should be made to enable all people to move steadily
toward common prosperity and that the phenomenon of “among the
common people, the property of the rich families is thousands of thou-
sands, while the poor families can only eat chaft and swallow vegetables”
must not occur.?’

The 19th National Congress of the CPC put forward Xi Jinping
Thought on Socialism with Chinese Characteristics for a New Era, the
core content and rich connotation of which can be summarized as the
Eight Clarifications and the Fourteen Imperatives.? In the Eight Clar-
ifications, Xi stressed that “the main contradiction in our society in the
new era is between the people’s growing need for a better life and unbal-
anced and insufficient development.” The Fourteen Imperatives propose
to “adhere to the new development concept” and “insist on safeguarding
and improving people’s livelihood in the course of development.”3! All
of these include the requirement of common prosperity.

In October 2020, at the Fifth Plenary Session of the 19th Party Central
Committee, Xi clearly pointed out that “we promote economic and social
development, ultimately to achieve common prosperity for everyone” and
“we must put the promotion of common prosperity for everyone in a
more important position.”

In January 2021, Xij, in his speech at the opening session of the special
seminar for key leading cadres at provincial and ministerial levels to study
and implement the spirit of the Fifth Plenary Session of the 19th CPC
Central Committee, pointed out that “achieving common prosperity is
not only an economic issue but also an important political issue related to

29 See, Editorial Department of Qiushi, “The Strategic Drawing of Promoting Common
Wealth in the New Development Stage,” Qsushi, Vol. 20, 2021.

30 The Sixth Plenary Session of the 19th CPC Central Committee held in November
2021 adopted the Resolution of the CPC Central Committee on the Major Achievements
and Historical Experiences of the Party’s Hundred-Year Struggle, which further summa-
rizes the core contents of Xi Jinping Thought on Socialism with Chinese Characteristics
for a New Era with the Ten Clarifications based on the Eight Clarifications of the 19th
CPC Central Committee Report.

31 Xi Jinping, “Secure a Decisive Victory in Building a Moderately Prosperous Society
in All Respects and Strive for the Great Success of Socialism with Chinese Characteristics
for a New Era—Delivered at the 19th National Congress of the Communist Party of
China,” People’s Daily, October 28, 2017.
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the CPC’s ruling base. We should consider the needs and opportunities
in an integrated way, make gradual progress in accordance with the laws
of economic and social development, consciously and proactively solve
the problems of regional disparities, urban—rural disparities, and income
disparities, and constantly improve the people’s sense of access, happiness
and security.”3? Therefore, the realization of common prosperity should
be based on economic development, with the aim of laying a political
foundation for the CPC’s long-term rule and the country’s lasting peace.

In March 2021, the Government Work Report emphasized, “Insisting
on doing the best we can and living within our means, strengthening the
construction of universal, basic and bottom-up livelihoods, and formu-
lating an action plan to promote common prosperity so that the fruits of
development can benefit all people in a greater and fairer way.”3® This
also means that the achievement of common prosperity should be based
on objective conditions and clear priorities.

In August 2021, Xi put forward the complete and systematic thought
of common prosperity and the roadmap for its implementation in the new
era of the CPC in the article “Making Solid Progress Toward Common
Prosperity.” He clearly pointed out that since the 18th National Congress
of the CPC, the Party Central Committee has grasped the new changes in
the development stage, attached more importance to the gradual realiza-
tion of common prosperity for everyone, promoted coordinated regional
development, taken strong measures to protect and improve people’s
livelihood, won the battle against poverty, and built a prosperous society
in all respects, thus creating good conditions for promoting common
prosperity. Now we are moving toward the goal of the second century
and have reached the historic stage of firmly promoting common pros-
perity. In order to adapt to changes in the major contradictions of our
society and better meet people’s growing demands for a better life, we
must take the promotion of common prosperity for everyone as the
focus for people’s happiness, and continuously strengthen the founda-
tion of the CPC’s long-term rule. High-quality development requires

32 “In-depth Study and Resolute Implementation of the Spirit of the Fifth Plenary
Session of the Nineteenth Party Central Committee to Ensure a Good Start in Building
a Comprehensive Socialist Modern State,” People’s Daily, January 12, 2021.

33 Li Keqiang, “Report on the Work of the Government—Delivered at the Fourth
Session of the 13th National People’s Congress of the People’s Republic of China on
March 5, 2021,” People’s Daily, March 13, 2021.
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high-quality workers, and only by promoting common prosperity, raising
the incomes of urban and rural residents, and improving human capital
can we improve total factor productivity and consolidate the power base
for high-quality development. He further suggested that four principles
should be adopted to promote common prosperity: encourage hard work
and innovation to get rich; adhere to the basic economic system; do
our best but live within our means; and adhere to gradual and orderly
progress. The general idea is to adhere to the people-centered develop-
ment ideology, promote common prosperity in high-quality development,
correctly handle the relationship between efficiency and fairness, build
a basic institutional arrangement with the coordinated and matching
primary, redistribution, and tertiary distribution, strengthen the regu-
lation of taxation, social security, and transfer payments, and improve
the precision. This will lead to an olive-shaped distribution structure
with a large middle sections and small ends, promote social justice and
people’s all-round development, and enable all people to make solid
progress toward the goal of common prosperity.®* This has become
China’s pragmatic approach to building a society of common prosperity.
The Resolution of the Central Committee of the Communist Party of
China on the Major Achievements and Historical Experience of the Party
Over the Past Century, adopted at the Sixth Plenary Session of the 19th
CPC Central Committee, further emphasized that an important manifes-
tation of socialism with Chinese characteristics entering a new era is “the
era of gradually realizing common prosperity for all people.” The Reso-
lution developed the core elements of Xi Jinping Thought on Socialism
with Chinese Characteristics for a New Era outlined at the 19th Party
Congress from Eight Clarifications to Ten Clarifications, of which the
third clarification is “to clarify that the main contradiction of our society
in the new era is the increasing growth of people’s well-being. The main
contradiction is the contradiction between the people’s growing need for
a better life and unbalanced and insufficient development, and we must
adhere to the people-centered development ideology, develop the whole
process of people’s democracy, and promote the all-round development
of the people and the common prosperity of all the people to make more
obvious and substantial progress.” Also, in discussing the “put the people

34 Xi Jinping, “Making Solid Progress Toward Common Prosperity,” Qjushi, Vol. 20,
2021.
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first” in the Ten Insistences clearly put forward, “adhere to the devel-
opment for the people, development relies on the people, the fruits of
development shared by the people, and unswervingly take the road of
common prosperity for everyone.” Therefore, common prosperity is a
concrete manifestation of “adhering to the supremacy of the people,” an
important basis for ensuring that the CPC maintains a flesh-and-blood
relationship with the Chinese people, an important political issue related
to the CPC’s ruling base, and an important guarantee for the CPC to
lead the people to win greater victories in socialism with Chinese char-
acteristics in the new era, and an important theoretical innovation and
development of Marxism in the twenty-first century.

The CPC’s insistence on innovation in the theory and social practice of
common prosperity is an important contribution to the theory and prac-
tice of socialist modernization with Chinese characteristics and provides
a Chinese solution and Chinese experience for developing countries
to achieve modernization, which has far-reaching international signifi-
cance. As Xi summarized, “China’s modernization is a modernization
with a huge population, a modernization with common prosperity for
all people, a modernization with the harmonization of material and spiri-
tual civilization, a modernization with harmonious coexistence between
man and nature, and a modernization on the path of peaceful devel-
opment.”®® This also means that Chinese-style modernization is not
only modernization in terms of material civilization, but also compre-
hensive modernization based on people, which is a great innovation
of China’s socialist modernization, which comprehensively transcends
several centuries of modernization of Western capitalism, and opens up
a new road of modernization of common prosperity, which is unprece-
dented for sustainable human development in the twenty-first century.

The challenge and task facing China as it enters the middle-income
stage are to avoid the “middle-income trap.” To avoid falling into the
“Westernization trap,” we must adhere to the CPC’s leadership, main-
tain strategic determination, and continue to explore and innovate the
path of development with Chinese characteristics. The reason why we
should pay attention to the middle-income trap is that countries at
the middle-income development stage have changed the social founda-
tion and growth momentum on which their economic development is

35 Xi Jinping, “Grasping the New Development Stage, Implementing the New
Development Concept, and Building a New Development Pattern,” Qjushi, Vol. 9, 2021.
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based. Therefore, if the development transition is not effectively achieved,
economic development will fall into low growth or stagnation, and the
accumulation of social contradictions may also become an important
factor of economic stagnation. In this regard, Xi has given a clear answer.

On February 17, 2014, Xi, in his speech at a seminar for key leading
cadres at the provincial and ministerial levels to study and implement the
spirit of the Third Plenary Session of the 18th Central Committee to
comprehensively deepen reform, made it clear that we should not only
avoid falling into the middle-income trap, but also avoid falling into the
“westernization and differentiation trap.”

On November 10, 2014, at the dialogue between APEC leaders and
representatives of the Business Advisory Council, Xi pointed out, “for
China, the middle-income trap will definitely pass, the key is when to get
over it and how to move forward better after getting over it. The key is
when to step over it and how to move forward better after stepping over
it. We are confident that we can strike a balance between reform, develop-
ment, and stability, and between stabilizing growth, adjusting structure,
improving people’s livelihood, and promoting reform, so that China’s
economy can move steadily and far ahead.” This means that getting out
of the middle-income trap is not only about crossing the threshold of
high income, but also about how to achieve sustained economic growth
at a higher rate after crossing the threshold.

Getting out of the middle-income trap is a necessary development
stage for China to move toward common prosperity, and then reach the
level of middle-developed countries and make obvious and substantial
progress in common prosperity for all people. This provides the contem-
porary world with Chinese theory, Chinese practice, and the Chinese
experience of common prosperity.

The theory of achieving common prosperity for everyone put forward
by the CPC has profound connotations, mainly including three impor-
tant principles: First, all the people do their best, jointly develop the
economic, social, and cultural ecology, and jointly create economic, social
and cultural ecological wealth; Second, all the people get their share,
jointly build, jointly help and share prosperity; Third, all the people share
in harmony, achieve comprehensive human development and comprehen-
sive social progress; Fourth, all people share in harmony, achieve all-round
human development and social progress, and enjoy the fruits of reform
and development and a happy and beautiful life together. Xi pointed out,
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“To achieve common prosperity for 1.4 billion people, we must be down-
to-earth and work for a long time. Not all people will be rich at the same
time, and not all regions will have a standard of prosperity at the same
time. Not only the degree of prosperity of different groups of people will
differ, the timing will vary, but also there will be certain differences in the
degree of prosperity in different regions, so it is impossible to advance in
tandem. This is a dynamic process of forward development, to continue
to promote and constantly achieve results”.3® This shows that common
prosperity is not egalitarianism, let alone sharing a “big pot of rice,” but
advocating and encouraging all people to work to get rich, innovate to
get rich, and start a business to get rich, so that the sense of achievement,
happiness, and security of all people is more abundant, more secure and
more sustainable, making the fruits of reform and opening up more and
more equitable for the benefit of all people.

Xi also emphasized, “A gradual and orderly progress is to be main-
tained. Common prosperity is a long-term goal, a long process, and
cannot be achieved overnight. It needs to be fully estimated that it is
a long-term, difficult, complex process. It cannot be delayed or rushed.
Some developed countries have been industrialized for hundreds of years,
but because of problems with the social institutional systems, the problem
of common prosperity has not been solved, and the problem of disparity
between rich and poor is becoming more and more serious. We must have
patience, accomplish one thing at a time, do a good job, and improve
effectiveness.”®” This also shows that the ambitious goal of achieving
common prosperity for all people is not a short-term task but a long-
term task, not a “quick victory” but a “protracted war.” First, the trend
of widening the income gap between urban and rural areas, regions and
people should be curbed; Second, the continuous narrowing of the rela-
tive income gap should be promoted; Finally, the absolute income gap
should be continuously narrowed. From the perspective of timing, the
short-term goal is that by the end of the 14th Five-Year Plan period,
the common prosperity for everyone will take a solid step forward, and
the gap between residents’ income and actual consumption level will be

36 Xi Jinping, “Making Solid Progress Toward Common Prosperity,” Qjushi, Vol. 20,
2021.

37 Ibid.
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gradually reduced; the long-term goal is that by 2035, the common pros-
perity for everyone will make more obvious and substantial progress; the
longer-term goal is that by the middle of this century, the common pros-
perity of all the people will be basically realized, and the gap between
residents’ income and actual consumption level will be gradually reduced.
The longer-term goal is that by the middle of this century, the common
prosperity of all people will be basically realized, and the gap between
residents’ income and actual consumption level narrowed to a reasonable
range.

In short, since the founding of the People’s Republic of China, the
essence of China’s socialist modernization has been to gradually achieve
common prosperity for everyone. The first step was to establish an inde-
pendent and relatively complete industrial system and national economic
system, entering a period of modern economic growth, and escaped from
the situation of poverty; then to achieve sustained and rapid economic
growth, raise the people’s livelihood from an inadequate subsistence level
to a generally prosperous level and catch up in great strides; then came the
comprehensive completion of a moderately prosperous society for more
than 1.4 billion people, the realization of the First Hundred Years’ Goal
and the opening of a new road to achieve the Second Hundred Years’
Goal. This fully demonstrates the superiority of the leadership of the CPC
and the socialist system, which, under the leadership of the CPC, has
pioneered and innovated the righteous road to common prosperity for
more than a billion people.
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CHAPTER 3

China’s Innovative Practice of Common

Wealth

From the practice of socialist modernization since the founding of the
People’s Republic of China, all the people have gained unprecedented
improvements in economic and social welfare in the course of the
country’s economic development at different stages of development, and
common prosperity has always been the basic guideline of the Communist
Party of China in its governance. However, the way of realizing common
prosperity, the degree of its realization and the form of its manifestation
have been inherited and varied at different stages of development.

From the perspective of China’s actual situation and international
comparison, China has gone through different stages of development,
presenting the regular characteristics of socialist modernization, i.e., the
long-term process from quantitative change to partial qualitative change
(phased), and then quantitative change to qualitative change again. As the
three periods summarized in the Resolution of the Sixth Plenary Session
of the 19th CPC Central Committee, the period of socialist revolution
and construction, the new period of reform, opening up and socialist
modernization, and the new era of socialism with Chinese characteris-
tics, the great achievements of economic and social development have
formed three consecutive and interlocking historical leaps.! In the history

LSee “Resolution of the Central Committee of the Communist Party of China on
the Major Achievements and Historical Experience of the Party’s Centennial Struggle,”
People’s Daily, November 17, 2021.
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of China as well as in the history of contemporary world development, we
have continued to create two major miracles of rapid economic growth
and long-term social stability, and have built a well-off society in all
aspects.?

3.1 THE SOCIALIST REVOLUTION
AND CONSTRUCTION PERIOD

The Resolution of the Sixth Plenary Session of the Nineteenth Central
Committee of the CPC pointed out that the main task facing the Party
during the period of socialist revolution and construction was to realize
the transition from new democracy to socialism, carry out socialist revo-
lution, advance socialist construction, and lay the fundamental political
premise and institutional foundation for the great rejuvenation of the
Chinese nation.?

At the beginning of the founding of the People’s Republic of China,
defending the new regime and winning the country’s independence was
the primary historical task of the Chinese Communist Party. This objec-
tively also required China to start an unprecedented industrialization
construction, especially to establish the foundation of basic industrial
system and defense industry through heavy industrial projects, and to
establish a socialist economic system under the conditions of extremely
backward economy and extremely weak industrialization foundation.

First, the land reform, which completely abolished the feudal land
system, greatly liberated the rural productive forces and enabled the
vast majority of peasants to own their land, greatly motivating them to
produce, and agriculture recovered and developed rapidly as never before.
By 1952, the country’s total grain production had increased by 44.8%
compared to 1945 and also exceeded the highest production of 18.1%
before the founding of New China, directly benefiting the vast majority
of poor peasants. 1953 net monetary income of peasants increased by
123.6% compared to 1949, doubling the income level of peasants and

2 The elimination of various types of poverty refers to the elimination of multidimen-
sional poverty such as income poverty, education poverty, health poverty, information
poverty, and ecological poverty.

3 See “Resolution of the Central Committee of the Communist Party of China on

the Major Achievements and Historical Experience of the Party’s Centennial Struggle,”
People’s Daily, November 17, 2021.
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increasing the retained grain of peasants by 28.2%.* This groundbreaking
land reform liberated hundreds of millions of peasants for the first time
(the rural population was 490 million and the agricultural labor force was
173 million), which can be called the first liberation of Chinese peasants.

After the founding of New China, the Gini coefficient has been signit-
icantly reduced. After years of internal and external wars, earth-shaking
revolution, land reform, and socialist transformation benefiting hundreds
of millions of people, the inequality of primary distribution in New China
has greatly improved. The Gini coefficient has dropped from over 0.56
at the founding of New China to around 0.27 before the reform and
opening up,” a fairly low level among countries with data worldwide.

Second, the three major transformation tasks were completed ahead
of schedule, eliminating exploitation in China and greatly liberating the
social productive forces. At constant prices, by 1957, China’s gross
national product had increased by 55.7% over 1952, of which the primary
industry grew by 20.6%, the secondary industry by 144.4%, the tertiary
industry by 153.2%, and the national consumption level by 24.5%.°
establishing the foundation of the socialist economy.

Under the planned economy system, out of the urgent need to accel-
erate industrialization, the construction of industrialization was once
impetuous and adventurous, and through the campaign mode of develop-
ment led to economic policies deviating from the laws of economic devel-
opment, launching the “Great Leap Forward,” the People’s Commune
Movement and the “Cultural Revolution,” The “Great Leap Forward,”
the People’s Communization Movement and the “Cultural Revolu-
tion” caused major economic and political shocks and several negative
growths in the level of consumption of the population (1959-1961,
1968, 1974),”with the economic growth rate significantly lower than the
potential growth rate (around 9%). In constant prices, the average annual

4 See Pang Song, China in the Maoist Era (1949-1976) (I), Communist Party History
Press, 2003, p. 119.

5 Wang Shaoguang, “Common Wealth and the Four Distributions: An International
Comparison and Its Implications,” State of the Nation Report, No. 4, 2022.

6 See “70 Years of Brilliance”, edited by the preparation team of “70 Years of Bril-
liance: New China’s Economic and Social Development Achievements 1949-2019”, China
Statistics Press, 2019 edition, pp. 373, 377.

7 1Ibid., p. 377.
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growth rate of GDP was 5.9% from 1952 to 19768 with a loss of at least
3.1 percentage points; from 1952 to 1978, the per capita consumption
growth rates of urban and rural residents were 3.0% and 1.8%, respec-
tively, and in fact the relative gap between urban and rural residents’ per
capita consumption expenditures is widened. At current prices, it widened
from 2.37 times in 1952 to 2.93 times in 1978.° During this period, the
people generally lived below the poverty level or low-income level, and
the annual per capita consumption level of the nation’s residents in 1976
was only 171 yuan, which was not rich at all, let alone common prosperity.
On the whole, during the planned economy, the level of national resi-
dents’ consumption expenditure was still significantly improved relative
to the previous historical stages, increasing by 65.6% in constant prices
compared to 1952.10

During this period, despite the negative effects of egalitarianism in the
economic sphere on economic development, great and unprecedented
progress has been made in promoting equity in the social sphere, creating
opportunities for equitable development for the people, and creating a
human capital dividend for reform and opening up. For example, China’s
vigorous development of education, the eradication of illiteracy among
young adults, and the establishment of cooperative medical care in rural
areas not only promoted social equity and justice, reflecting the superi-
ority of the socialist system, but also laid the foundation of human capital
for the rapid economic growth achieved after the reform and opening
up. !

Overall, the period 1949-1978 was a very low-income phase of the
country’s development, with GDP per capita rising from $119 in 1952
to $385 in 1978,12 with significant progress in economic development,

8 Ibid.
9 Ibid.
10 1pid.

1 1n 1952, the Working Committee for Eradicating Illiteracy of the Central People’s
Government was established, and in 1956, the National Association for Eradicating Illit-
eracy was founded. 1956, the decision on eradicating illiteracy issued by the Central
Committee of the Communist Party of China and the State Council pointed out that
eradicating illiteracy was a major cultural revolution in China and an extremely important
political task for the country in its socialist construction.

12 gee Brilliant 70 Years, edited by the preparation team of Brilliant 70 Years: New
China’s Economic and Social Development Achievements 1949-2019, China Statistics
Publishing House, 2019 edition, p. 373.
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albeit below potential growth rates. In terms of purchasing power parity
(PPP) 2017 international dollars,!3 it rose from 212 international dollars
to 600 international dollars, an increase of 2.83 times, with an average
annual growth rate of 4.1%, significantly higher than India’s 1.7% during
the same period'#; national revenue capacity has increased substantially,
with general public budget revenue rising from 25.6% of GDP in 1952
to 30.8% of GDP in 1978.1® Not only was it conducive to promoting
the industrialization of the country, it was also conducive to investing in
human capital for the entire population. Before 1949, China was a popu-
lous country filled with illiterates, with 90% of the country’s population
being illiterate or semi-literate, and only about 20% of urban school-age
children enrolled in school. It was estimated that in 1950, the average
number of years of education for the population over 15 years old was
only about 1.0. As a result of vigorous nationwide literacy campaigns
and accelerated development of primary and junior high school education
as well as high school and university education, the net enrollment rate
of primary school-age children increased from 25.0% in 1949 to 94.0%
in 1978, and the gross enrollment rate at the junior high school level
increased from 3% to over 50%. According to Angus Maddison estimates,
the average years of schooling for the population aged 15-64 rose from
1.6 years in 1950 to 4.09 years in 1973, with an average annual growth
rate of 4.2%. from 1952 to 1978, the average annual growth rate of factor
investment in education was as high as 4.49%, higher than Japan’s 1.19%
in the same period, which is related to the fact that the per capita level of
education in Japan was much higher than that in China in 1952, which

13 The main basis of this paper for international comparison using PPP is that the
five major agencies, the United Nations, the European Commission, the Organization for
Economic Cooperation and Development (OECD), the International Monetary Fund,
and the World Bank, explicitly require that international comparisons (ICP) follow the
PPP method (PPP, constant international dollars). United Nations et al. eds: Chinese
edition of the 2008 SNA, China Statistics Press, 2012, p. 6.

14 See [Eng.] Angus Maddison, The Long-Term Performance of the Chinese Economy:
960-2030 AD, translated by Wu Xiaoying and Ma Debin, Shanghai People’s Publishing
House, 2008, p. 59.

15 Gee “70 Years of Brilliance”, edited by the preparation team of “70 Years of Bril-

liance: New China’s Economic and Social Development Achievements 1949-2019”, China
Statistics Press, 2019 edition, pp. 361, 379.
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is equivalent to more than five times of the per capita level in China.'® Tt
is estimated that the average number of years of education for the popu-
lation over 15 years of age rose from 1.0 in 1950 to 4.8 in 1978, an
increase of 4.8 times, with an average annual growth rate of 5.8%, signif-
icantly exceeding the growth rate of GDP per capita (4.1%), a record in
Chinese and world history; life expectancy per capita rose from 35 years
before the founding of New China to 65.9 years in 1978 (see Table 3.1),
much higher than India’s 52.8 years and higher than the world average
(62.2 years), setting a historical record for the increase in life expectancy
per capita in China and the world. This great achievement fully reflects
the superiority of the socialist system and the universality of social equity,
and has laid the most important foundation of human capital (especially
education and health) for the reform and opening up.

Practice has shown that the establishment of the socialist system has
opened up a path to common prosperity in China. The Chinese people
have since stood up and created a fairer society than at any time in modern
history, with the masses of the people, especially the workers and peas-
ants, gaining the status of masters of society.!” This was the first step
toward common prosperity in China, the era of institutional foundation
for eliminating political inequality and social inequality.'®

In short, the Chinese Communists, represented mainly by Comrade
Mao Zedong, “laid the fundamental political prerequisites and institu-
tional foundation for the great rejuvenation of the Chinese nation” and
“achieved the most extensive and profound social transformation in the
history of the Chinese nation, realizing the great stride of a poor and
populous Eastern country into a The great leap into socialist society.”!”
During the period of socialist revolution and construction, Mao Zedong
left the world not only valuable historical experience but also profound

16 See [Eng.] Angus Maddison, The Long-Term Performance of the Chinese Economy:
960-2030 AD, translated by Wu Xiaoying and Ma Debin, Shanghai People’s Publishing
House, 2008, pp. 64, 66, 68.

17 See Hu Angang, A Treatise on thePolitical and Economic History of China (1949~
1976), Tsinghua University Press, 2008 edition, p. 534.

18 See Hu Angang, Yann Yilong, and Wei Xing, “2030 China: Towards Common
Wealth,” Renmin University of China Press, 2012, p. 131.

19 Resolution of the Central Committee of the Communist Party of China on the Major
Achievements and Historical Experiences of the Party’s Centennial Struggle,” People’s
Daily, November 17, 2021.
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Table 3.1 Major development indicators in China (1952-2020)

Year  Human GDP per  GDP per Pey capitn  Per capita  Per capita
development  capita capita Years of expectation  Life
index (yuan) (2017) education  Years of expectancy
(international  (year) education (age)
dollars) (years)
1952 119 212 1.0 41
(1.0) (1950)
1978 385 600 4.8 65.9
(2.82)
1990 0.501 1663 1424 6.4 8.8 68.6
(6.71)
2000 0.591 7942 3452 7.9 9.6 71.4
(16.26)
2010 0.702 30,808 8885 9.9 129 74.8
(41.85)
2020 0.765 72,000 16,411 10.8 14.1 77.5
(76.84)

Data source

GDP per capita (yuan): NBS website, data in parentheses are based on 1952 as 1.0 times

GDP per capita (2017 international dollars): World Bank website, where data for 1952 and 1978
are extrapolations by the authors

Human Development Index, years of education expected per capita: 1990-2020 data from the United
Nations Development Programme (UNDP) website

Life expectancy per capita, years of education per capita: 1990-2020 data from the national census
data

The rest of the data are the authors’ calculations

historical lessons in terms of the theory and practice of exploring the laws
of socialist development. In this regard, the Resolution on Certain Histor-
ical Issues of the Party Since the Founding of the People’s Republic,
adopted at the Sixth Plenary Session of the Eleventh Central Committee
of the Party in June 1981, realistically evaluated the historical status
of Mao Zedong in the Chinese Revolution, fully affirmed the great
significance of Mao Zedong Thought as the guiding ideology of our
Party, and especially affirmed the gradual establishment of the correct
path for building a modernized and strong socialist country suitable for
China’s situation since the Third Plenary Session of the Eleventh Central
Committee of the Party, further specifying the correct path for building
a socialist modernized and strong country. It has further pointed out the
direction of our social undertakings and the work of the Party to continue
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to move forward, opened a new stage of continuing to explore the inno-
vative road of socialism with Chinese characteristics, and gradually laid
the foundation of the socialist system, economic foundation, and social
foundation for the realization of common prosperity.

3.2 THE NEw PERIOD OF REFORM,
OPENING UP AND SOCIALIST MODERNIZATION

The Resolution of the Sixth Plenary Session of the 19th CPC Central
Committee points out that the main task facing the Party in the new
period of reform, opening up and socialist modernization is to continue
exploring the right path for building socialism in China, liberating and
developing the social productive forces, freeing the people from poverty
and making them rich as soon as possible, and providing vigorous insti-
tutional guarantees and material conditions for rapid development to
achieve the great rejuvenation of the Chinese nation.2°

At the beginning of reform and opening up, China’s basic national
condition was still a large population, a thin base, and a per capita GNP
that still ranked behind the world.?! In 1978, China’s per capita GNI
was US$200 (current price), which was only 10.4% of the world average
per capita level (US$1929), ranking 175th among 188 countries and
regions in the world, and in the last 6.9% position in the world.?? China
accounted for 22.3% of the world’s population,?? with the largest rural
population in the world, totaling 790 million people, accounting for
29.8% of the world’s rural population, 1.52 times the share of India in
the world (19.7%).2* China is also the country with the largest number
of poor people in the world. According to the low international poverty

20 gee “Resolution of the Central Committee of the Communist Party of China on
the Major Achievements and Historical Experience of the Party’s Centennial Struggle,”
People’s Daily, November 17, 2021.

21 See Documentary Research Office of the Central Committee of the Communist Party
of China, edited by: Selected Important Documents since the 13th National Congress
(above), People’s Publishing House, 1991 edition, p. 10.

22 ee National Bureau of Statistics, China Statistical Abstract 2021, China Statistics
Press, 2021, p. 208.

23 World Bank database.
24 Calculated from World Bank database data.
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line of less than 1.90 international dollars per person per day consump-
tion expenditure, the incidence of poverty in China was 88.3% in 1981,
and the number of people under poverty line was as high as 884 million,
accounting for 46.45% of the world’s population under poverty,?® which
is much higher than the proportion of China’s population in the world’s
population. This was the biggest basic national condition of China at the
beginning of reform and opening up, and the biggest initial condition
and constraint of China’s socialist modernization.

For this reason, the first thing was to break through the “poverty trap”
and start the era of “getting rich first.” This determined China’s basic
national policies: first, to implement family planning and control the rapid
growth of the total population,?® without which the rate of capital accu-
mulation could not be increased; second, to implement the rural reform
of the household joint production contract responsibility system to drasti-
cally reduce the absolute poverty in rural areas; third, to invest in people’s
education and health care to raise the level of human capital of all people;
fourth, to create jobs for more than a quarter of the world’s urban and
rural labor force; fifth, to open up to the outside world, integrate into the
world economy, develop labor-intensive industries, give full play to the
advantages of labor resources, expand exports, and improve international
competitiveness.

The greatest achievement of the new reform and opening-up period
is the reduction of the vast majority of the rural poor. As a country
with a large population under poverty, the development experience of the
international community does not provide us with ready-made answers
or paths on how China can break the “poverty trap,” which is a global

25 Calculated from World Bank database data.

26 The report of the 12th Party Congress in 1982 pointed out: “In the development
of our economy and society, the population issue has always been an extremely important
issue. The implementation of family planning is a basic state policy of China. By the
end of this century, we must strive to control our population to within 1.2 billion. Our
population is now at its peak of fertility, and too rapid a population growth will not only
affect the increase of per capita income, but also the supply of food and housing, the
satisfaction of education and labor employment needs, will become serious problems, and
may even affect social stability.” See “Selected Important Documents Since the Twelfth
National Congress” (above), edited by the Literature Research Office of the Central
Committee of the Communist Party of China, Central Literature Publishing House, 2011,
p. lo.
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development problem. It is based on a profound summary of both posi-
tive and negative historical experiences since the founding of New China
that Deng Xiaoping clearly pointed out that poverty is not socialism, and
that socialism should eliminate poverty. Based on China’s basic condition
of being in the low-income stage, he creatively proposed the development
strategy of “getting rich first,” that is, to let some people get rich first,
and the rich first will lead the rich later, and eventually achieve common
prosperity. Through the strategy of unbalanced development, the “cake”
was made bigger faster in order to break through the “poverty trap.” To
this end, the Third Plenary Session of the Twelfth Central Committee of
the Party held in 1984 clearly stated that “the policy of encouraging some
people to get rich first is in line with the law of socialist development and
is the inevitable pathway for the whole society to get rich.”?”

At the beginning of reform and opening up, China’s economic system
reform first made great achievements in rural areas, which accounted for
more than 80% of the country’s total population. The full implementation
of the household production contract responsibility system stimulated
800 million peasants’ great enthusiasm for production, breaking through
the “poverty trap” first among all low-income countries and providing the
most effective development path and Chinese experience for developing
countries.

First, agriculture continued to grow, from 1978 to 1990, the value
added of agriculture increased by 90.7%, with an average annual growth
rate of 5.5%, which was both a historical record for China and significantly
outpaced the growth rate of the world value added of agriculture (2015
USD prices) during the same period (3.5%). China’s share of the world
value added of agriculture increased from 17.0% in 1978 to 20.3%,%8
while China’s share of the world’s agricultural land area only increased
from 10.6% in 1978 to 12.4% in 1990,%° and China’s share of inland
water resources decreased from 7.4% to 6.6% of the world.3°

Second, national per capita grain production increased from 317 to
390 kg, and rural per capita disposable income increased from 133.6 yuan

27 The Literature Research Office of the Central Committee of the Communist Party
of China, edited by: Selected Important Documents since the 12th National Congress (in
Chinese), Central Literature Publishing House, 2011, p. 64.

28 Calculated from World Bank database data.
29 Calculated from World Bank database data.
30 Calculated from World Bank database data.
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to 686.3 yuan, an increase of 2.7 times in real terms at constant prices,
with an average annual growth rate of 8.6%, a record in Chinese history
and a world record.

Third, the number of rural poor and the incidence of poverty nation-
wide have dropped significantly. According to China’s rural poverty
standard in 1978, the national rural poverty population dropped from
250 million in 1978 to 85 million in 1990, and the incidence of poverty
dropped from 30.7% to 9.4%.3! According to the World Bank’s low
international poverty line standard of less than 1.90 international dollars
consumption expenditure per person per day, by 1990, the incidence
of poverty in China dropped to 66.6%, the international poverty line
population decreased from 884 million in 1981 to 761 million, and its
proportion in the world dropped from 46.45% in 1981 to 41.16%.%? It
should be noted that from 1978 to 1990, it took China only 12 years to
basically solve the problem of feeding 840 million rural people (with rural
population accounting for as much as 27.8% of the world’s population),
feeding a total population of 1.14 billion, or 21.5% of the world’s total
population.33

This is the second liberation of Chinese farmers after the land reform.
In 1990, Deng Xiaoping made it clear that “socialism is not about a few
people getting rich and the majority getting poor, it is not about that.
The greatest superiority of socialism is common prosperity, which is a
reflection of the essence of socialism.”3*

In early 1992, Deng Xiaoping further pointed out in his Southern
Talk that “the essence of socialism is to liberate the productive forces,
develop them, eliminate exploitation, eliminate polarization, and ulti-
mately achieve common prosperity.” This is the biggest difference
between socialist modernization and capitalist modernization. Deng
Xiaoping specifically stated, “To take the road of socialism is to gradually
achieve common prosperity.”3> To this end, China must achieve common

31 See National Bureau of Statistics, China Statistical Abstract 2021, China Statistics
Press, 2021, p. 69.

32 World Bank database.
33 World Bank database.

3% Selected Writings of Deng Xinoping, Volume 111, People’s Publishing House, 1993
edition, p. 364.

35 Ibid., p. 373.
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prosperity in stages and steps, and also by “classification guidance” by
region, by urban and rural areas, and by population groups.

Thus, Deng Xiaoping creatively proposed a roadmap for achieving
common prosperity, that is, “in two steps”: the first step is to “get rich
first,” “let some people get rich first”; the second step is “common pros-
perity,” “let the ones who got rich first help those who got rich later, and
eventually reaching common prosperity.”

China’s modernization development in the primary stage of socialism
has formed interlocking development stages with different priorities; the
period 1978-2001 was the stage of “getting rich first” and the stage of
achieving the basic level of prosperity, guided by the unbalanced develop-
ment strategy. Without “getting rich first,” it would have been difficult
for China, with a population of over 1 billion, to break through the
“poverty trap” under low-income conditions. Only when the “poverty
trap” is broken and the problem of food and clothing is solved can China
gradually move toward the stage of “common prosperity.”

By 2000, China achieved ahead of schedule the strategic goal of
quadrupling its GNP as proposed by Deng Xiaoping. At constant prices,
in 2000, China’s GDP was equivalent to 6.55 times that of 1980, and
GDP per capita (international dollars in 2017) rose from 679 interna-
tional dollars in 1980 to 3452 international dollars in 2000, equivalent
to 5.08 times that of 1980.3¢ From an international perspective, China
has moved from the low-income stage to the lower-middle-income stage,
and people’s lives in general have achieved a historic leap from poverty
to subsistence to well-off levels, with national per capita consumption
expenditure equivalent to 3.49 times that of 1980, and the Engel coef-
ficient of rural households falling from 67.7% (absolute poverty type)
in 1978 to 49.1% (subsistence type) in 2000. The Engel coefficient of
urban households dropped from 57.5% (subsistence type) to 39.2% (well-
off type).3” The number of years of education per capita increased from
less than 5 years in 1981 to 7.9 years in 2000; life expectancy per capita
increased from 65.9 years in 1978 to 71.4 years in 2000; the Human
Development Index (HDI) reached 0.591, achieving a leap from a low
to a medium level of human development. Especially worth mentioning

36 Calculated from World Bank database data.

37 See National Bureau of Statistics, China Statistical Abstract 2002, China Statistics
Press, 2002 edition, p. 91.
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is that China has created the world’s largest number of new jobs. From
1978 to 2000, the total number of employed people nationwide rose
from 401.52 million to 720.85 million, an increase of 319.33 million,
an average of 14.52 million new jobs per year, equivalent to 1/3 of the
world’s new jobs.

In 2000, China began to enter the stage of building a moderately pros-
perous society in all aspects. After the people’s life in China had generally
achieved the historic leap from subsistence to well-off, in November
2002, the 16th Party Congress clearly put forward the goal of building
a higher level of well-oft society benefiting more than one billion people
by 2020. It was proposed that “with the goal of common prosperity,
the proportion of middle-income earners should be expanded and the
income level of low-income earners should be raised.” This marks that
after China has basically reached the second step of modernization at the
well-off level, it has started to move gradually from the “first rich” to the
new stage of “common prosperity.”

By 2006, China had stepped into the ranks of middle-income coun-
tries. China’s GDP per capita exceeded US$2000 (current price), which
is close to 6000 international dollars by 2017 international dollars, close
to the average level of the world’s low- and middle-income countries
(6500 international dollars), but significantly lower than the average level
of the world’s middle- and high-income countries (9900 international
dollars),®® and the Engel coefficient of urban and rural residents has
decreased to 35.8% and 43.0%, respectively.

In October 2007, the 17th Party Congress put forward the “people-
oriented” scientific development concept, insisted on comprehensive,
coordinated and sustainable development, and clearly proposed that by
2020, a reasonable and orderly pattern of income distribution would be
basically formed, middle-income earners would be in the majority, abso-
lute poverty would be basically eliminated, and people’s affluence would
be generally increased; efforts would be made to raise the income of low-
income earners, gradually raise the standard of poverty alleviation and
the minimum wage, and gradually reverse the trend of widening income
distribution. The systematic goal of building a moderately prosperous
society in 2020 was redesigned, proposing the new goal of quadrupling
the per capita GDP by 2020 compared with that of 2000 is put forward;

38 World Bank database.
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building a moderately prosperous society in all aspects must be a society of
common prosperity, and the proportion of middle-income earners must
be in the majority, exceeding 50% (equivalent to 700 million people and
250 million households), and efforts are made to transform more and
more low-income earners into middle-income earners.

By 2010, China’s GNP and per capita income of urban and rural resi-
dents had doubled compared to 2000, with per capita GDP reaching
8885 international yuan, entering the middle and high-income stage;
the human development index reached 0.702, moving from the middle
human development level to the high human development level; per
capita life expectancy reached 74.8 years, already higher than the per
capita life expectancy of middle and high-income countries (73.5 years).
The urbanization rate of our resident population has approached 50% (at
49.95%). The rural poverty population has been reduced from 462.24
million in 2000 to 165.67 million by 2010 rural poverty standards,
creating a higher level of favorable conditions for the full realization of
a well-off society benefiting 1.4 billion people in 2020.

3.3 NEw ErA oF SocIiALisM
WITH CHINESE CHARACTERISTICS

The Resolution of the Sixth Plenary Session of the 19th CPC Central
Committee pointed out that since the 18th CPC National Congress,
socialism with Chinese characteristics has entered a new era. The main
task facing the Party is to achieve the first century of struggle, embark on
a new journey to achieve the second century of struggle, and continue to
advance toward the grand goal of achieving the great rejuvenation of the
Chinese nation.?”

Since the 18th Party Congress, socialism with Chinese characteristics
has entered a new era, and the Party’s theoretical innovation and practical
innovation in governance have become important features, among which
the promotion of common prosperity has become a major development
task at this stage.*? In this sense, the new era of socialism with Chinese

39 See “Resolution of the Central Committee of the Communist Party of China on
the Major Achievements and Historical Experience of the Party’s Centennial Struggle,”
People’s Daily, November 17, 2021.

40 The Chinese society in 2030 is a society of common prosperity and a common
world. It includes the following three aspects: first, a common affluent society in China;
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characteristics is “the era of gradually realizing common prosperity for all
people.”

On November 17, 2012, General Secretary Xi Jinping made it clear in
his speech at the first collective study of the Political Bureau of the 18th
Central Committee that common prosperity is the fundamental principle
of socialism with Chinese characteristics, so it is necessary to make the
fruits of development benefit all people more and more fairly and make
steady progress toward common prosperity.*!

In October 2015, General Secretary Xi Jinping clearly put forward
the new development concept, including the concept of sharing, at the
Fifth Plenary Session of the 18th Party Central Committee. He stressed
that sharing is the essential requirement of socialism with Chinese char-
acteristics. It is necessary to insist that development is for the people,
development relies on the people, and the fruits of development are
shared by the people, and make more effective institutional arrangements
so that all people can have more sense of gain in the common and shared
development, enhance the momentum of development, improve the unity
of the people, and make steady progress toward common prosperity.*> He
further pointed out in his speech at the forum for people outside the Party
held by the Central Committee that “the sharing of the fruits of reform
and development by the general public is the essential requirement of
socialism and an important manifestation of our Party’s adherence to the
fundamental purpose of serving the people wholeheartedly. The devel-
opment we pursue is the development for the benefit of the people, the
affluence we pursue is the common wealth of the people. The ultimate
criterion for judging the success of reform and development is whether
the people enjoy the fruits of reform and development together.”*3

second, common prosperity between China and the world; and third, coexistence and
co-prosperity between human beings and nature. See Hu Angang, Yanyan Yilong, and
Wei Xing, “2030 China: Toward Common Wealth,” Renmin University of China Press,
2011, pp. 11-13.

41 gee Xi Jinping on Governance, Volume 1, Foreign Languages Press, 2018 edition,
p- 13.

42 gee “Selected Important Documents Since the 18th National Congress” (in Chinese),
edited by the Literature Research Office of the Central Committee of the Communist
Party of China, Central Literature Publishing House, 2016 edition, p. 793.

43 The CPC Central Committee Held a Symposium for People Outside the Party, and

Xi Jinping Presided and Delivered an Important Speech,” People’s Daily, October 31,
2015.
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In May 2016, General Secretary Xi Jinping clearly pointed out when
chairing the 13th meeting of the Central Leading Group of Finance and
Economics that expanding the middle-income group is related to the
realization of the goal of building a moderately prosperous society in
all aspects, an inevitable requirement for transforming and adjusting the
structure, and an inevitable requirement for maintaining social harmony
and stability and the long-term stability of the country.**

By 2020, China had become the world’s largest middle- and high-
income country with a high level of human development. In 2020,
China’s GDP per capita reached 72,000 yuan, equivalent to 76.84 times
that of 1952 in constant prices and 4.73 times that of 2000 in 2017
international dollars; China’s GDP per capita reached 16,411 interna-
tional dollars, already close to that of the world’s middle and high-income
countries, the human development index reached 0.765, among the
world’s high human development levels; the number of years of educa-
tion per capita reached 10.8; the life expectancy per capita reached
77.5 years, which is higher than the average of middle and high-income
countries (75.9 years) and significantly higher than the world average
(72.7 years).*>

By 2020, China had become a country with the largest middle-income
group in the world. The National Bureau of Statistics (NBS) has deter-
mined that the standard for the middle-income group in China is an
average annual income of 100,000-500,000 yuan per family of three,
which is equivalent to 33,000-165,000 yuan per capita. To facilitate inter-
national and historical comparisons, the middle-income group is defined
as having an income of 10-100 international dollars per person per day
according to the World Bank at purchasing power parity (PPP). Based
on the PPP conversion factor of 4.225,%¢ in 2020, the per capita daily
income of China’s residents reached 20.9 international dollars, of which
the per capita disposable income per person per day in urban and rural
areas reached 28.4 international dollars and 11.1 international dollars,
respectively, passing the international middle-income threshold and is
an international marker for the full realization of a well-oft society. If

44 gee  “Steadfastly Promoting Supply-Side Structural Reform and Continuously
Expanding the Middle-Income Group in Development,” People’s Daily, May 17, 2016.

45 World Bank database.
46 World Bank database.
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we divide the national per capita disposable income by quintiles, the
per capita disposable income of 20% of high-income households is 52.1
international dollars per day, 20% of upper-middle-income households
is 26.7 international dollars, 20% of middle-income housecholds is 17.0
international dollars, 20% of lower-middle-income households is 10.7
international dollars, and the four groups account for 80% of the total
population, totaling 1.129 billion people; 20% of low-income households
were 5.1 international dollars, totaling 282 million people. The per capita
disposable income structure of the population developed from “60—40”
makeup in 2015 to a new “80-20” makeup in 2020 (see Table 3.2). It is
expected that by 2030, 20% of low-income households will double their
per capita disposable income (including transfer payments) to reach more
than 10 international dollars per person per day, transforming from the
current “80-20” to a new pattern of middle income for the entire popu-
lation. But by quintiles, there is still a large gap in the disposable income
per capita of our residents.

At present, the actual consumption level and consumption welfare
of urban and rural residents in China have reached the middle-income
level. By 2020, the Engel coefficient of urban and rural households will
drop to 27.6% and 30.0% respectively, which is an affluent consumption
structure. Most historically and globally significant, China has completely
lifted hundreds of millions of people out of absolute poverty for the first
time in thousands of years,*” achieving the primary goal of the United
Nations’ 2030 Sustainable Development Goals (SDG) on poverty erad-
ication 10 years ahead of schedule. In addition, basic medical insurance
covers more than 1.3 billion people and pension insurance covers nearly
1 billion people, building the world’s largest, most socialist, and well-
off society that benefits 1.4 billion people. This proves that the socialist
system is capable of completely eliminating absolute poverty in a relatively
short period of time, and will also achieve the historic leap from making
a few people rich first to making the majority rich, and eventually making
all people rich. This lays a more solid foundation for the development of
China’s future (2021-2035) to achieve common prosperity.

Under the leadership of the Party Central Committee with Comrade
Xi Jinping at the core, China completed the task of eradicating poverty by
2020, historically solving the problem of absolute poverty and achieving

47 According to China’s current rural poverty standards, 462.24 million rural poor
people in 2000, all of them will be out of poverty by 2020.
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Table 3.2 Disposable income per capita by quintile grouping (2015, 2020)

Per capita in Daily per capita Per capita in Per capita per
2015 in 2015 2020 day in 2020
Disposable Disposable income  Disposable Disposable
income (International $/  income income
(RMB, Yuan) dny) (RMB, Yuan) (International
$/dny)

National 21,966 14.9 32,189 20.9

residents

Low-income 5221 3.6 7869 5.1

households

(20%)

Lower middle 11,894 8.1 16,443 10.7

class

households

(20%)

Intermediate 19,320 13.1 26,249 17.0

income

households

(20%)

Upper middle 29,437 20.0 41,171 26.7

class

households

(20%)

High-income 54,543 37.1 80,294 52.1

households

(20%)

Source of data for disposable income per capita (RMB, Yuan): China Statistics Bureau, China
Statistical Abstract 2021, China Statistics Press, 2021, p. 59

Daily disposable income per capita (I$) is calculated as a private consumption PPP conversion factor
(I$) of 4.027 in 2015 and 4.225 in 2020. Source World Bank database

the ambitious goal of building a moderately prosperous society in all
aspects, which is itself the development path of practicing common
prosperity.

First, the number of poor people in various categories of national
poverty line standards has been reduced. At the beginning of reform and
opening up, according to the 1978 rural poverty line standard, the rural
poor population in China was 250 million people with a poverty inci-
dence rate of 30.7%, which was reduced to 32.09 million people by 2000,
and the poverty incidence rate dropped to 3.5%. According to the 2010
poverty line standard, the rural poverty population was still as high as
462.24 million in 2000, which was reduced to 165.67 million by 2010,
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and after the battle against poverty, all of them will be out of poverty
by 2020 (see Table 3.3). According to data published by the Chinese
government, the per capita net income of the rural poor who have estab-
lished a record card, increased from 2982 yuan in 2015 to 10,740 yuan in
2020, a nominal increase of 3.60 times. Based on the private consumption
purchasing power factors of 4.027 and 4.225, respectively, as provided
by the World Bank database, this growth corresponds to an increase in
income from 2.0 to 7.0 international dollars per person per day, which
is already above the high international poverty line (5.50 international
dollars per person per day expenditure). The average rural low-income
standard, which increased from 2068 per person per year in 2012 to
5842 in 2020,*% increased 2.82 times in nominal terms. With private
consumption purchasing power factors of 3.665 and 4.176, respectively,
as provided by the World Bank database, this corresponds to an increase
in the per person per day LPS from 1$1.55 to 1$3.84, which is already
above the international mid-poverty line standard (I$3.20 per person
per day expenditure). This marks that by 2020, “all rural poor under
China’s current standards have been lifted out of poverty, all poor coun-
ties have been removed, and nearly 100 million rural poor have been
lifted out of poverty, making a significant contribution to the cause of
global poverty reduction. China will continue to consolidate and expand
the results of poverty eradication, solidly promote common prosperity,
and continuously improve the level of people’s well-being.”*”

Second, China has reduced the number of poor people in all categories
of international poverty line standards, which has greatly contributed to
the significant reduction of absolute poverty globally and has world signit-
icance. According to the data published by the World Bank, based on the
low standard of the international poverty line (daily consumption expen-
diture per person is less than 1.90 international dollars), the incidence
of poverty in China was as high as 88.3% in 1981. That figure fell to
40.5% in 1999, a reduction of 47.8 percentage points, and the absolute
poverty population was reduced from 883.84 million to 509.94 million,
a reduction of 373.9 million from 1981. By 2016, the number of people

48 See Party Group of the National Rural Revitalization Bureau of the Communist Party
of China, “The Great Miracle in the History of Human Poverty Reduction,” Seeking
Truth, No. 4, 2021.

9 xi Jinping’s Congratulatory Letter to the International Forum on Human Experience
in Poverty Reduction,” People’s Daily, December 15, 2020.
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Table 3.3 Rural poverty in China (1978-2019)

Year 1978 Standard 2010 Standard

Poor people Poverty incidence Poor people Poverty incidence

(10,000 people) (%) (10,000 people) (%)
1978 25,000 30.7 77,039 97.5
1980 22,000 26.8 76,542 96.2
1985 12,500 14.8 66,101 78.3
1990 8500 9.4 65,849 73.5
1995 6540 7.1 55,463 60.5
2000 3209 3.5 46,224 49.8
2005 2365 2.5 28,662 30.2
2010 16,567 17.2
2015 5575 5.7
2016 4335 45
2017 3046 3.1
2018 1660 1.7
2019 551 0.6

Data source National Bureau of Statistics, China Statistical Abstract 2021, China Statistics Press,
2021, p. 69

under poverty in China decreased to 6.91 million, and the incidence of
poverty fell to 0.5%. The share of China’s poor population in the world’s
poor population also decreased from 46.45% in 1981 to 0.1% in 2016.
The world’s poor population decreased from 1.903 billion in 1981 to
720 million in 2016, a total reduction of 1.183 billion people, of which
China has reduced 877 million people cumulatively, with a contribution
rate of 74.1% (see Table 3.4).

According to data published by the World Bank, based on the inter-
national poverty line mid-standard (consumption expenditure of less than
3.20 international dollars per person per day), the incidence of poverty in
China was as high as 90.0% in 1990 and fell to 5.4% in 2016, a reduction
of 84.6 percentage points, or an average of 3.3 percentage points per year,
and the number of people under poverty decreased from 102.9 million to
74.67 million, a reduction of 932.77 million from 1990. The number of
poor people decreased from 102,900,000 to 74,670,000, or 932,277,000
less than in 1990, an average annual decrease of 35,880,000. The share
of China’s poor population in the world’s poor population also fell from
35.3% in 1990 to 4.0% in 2016, a cumulative decline of 31.3 percentage
points, or an average annual decline of 1.2 percentage points. The total
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Table 3.4 Comparison of China and world poverty population status (1981-
2016)

Tear China World China’s poor
population
Poor people Poverty Poor people Poverty share of the
(10,000 incidence (10,000 people)  incidence world
people) (%) (%) (%)
1981 88,383.59 88.3 190,292.74 42.15 46.45
1984 79,060.86 75.8 185,859.60 39.06 42.54
1987 66,498.12 60.8 174,581.47 34.81 38.09
1990 76,122.91 66.6 184,959.86 35.01 41.16
1993 67,554.69 57.0 185,460.13 33.49 36.43
1996 51,464.57 421 166,595.80 28.78 30.89
1999 50,993.64 40.5 169,218.92 28.04 30.13
2002 41,040.73 32.0 158,750.77 25.3 25.85
2005 24,516.75 18.8 132,689.36 20.37 18.48
2008 19,455.49 14.7 120,500.53 17.83 16.15
2010 14,991.37 11.2 107,732.52 15.56 13.92
2013 2517.33 1.85 76,640.66 10.68 3.28
2015 962.23 0.70 72,834.3 9.9 1.32
2016 691.36 0.5 72,012.8 9.7 0.10
Amount of —-87,692.23  —-87.6 —118,279.94  —32.45 —45.35
change from
1981-2016

The low international poverty line standard is 1.90 international dollars per day
Data source World Bank database

number of poor people in the world decreased from 2.919 billion in
1990 to 1.886 billion in 2016 during the same period, a total reduction
of 1.033 billion people, of which China reduced a total of 933 million
people, with a contribution rate of 90.3% (see Table 3.5). After the 18th
Party Congress, eliminating absolute poverty has become a key task for
the development of people’s livelihood. The per capita disposable income
of rural residents in poor areas nationwide has increased from 6079 yuan
in 2013 to 12,588 yuan in 2020, with an average annual growth rate
of 11.6%, mainly because the proportion of wage income and business
income of poor people has increased year by year.® This shows that rural
residents in poor areas do not rely on “blood transfusion,” but mainly

50 See Information Office of the State Council, “China’s Practice of Human Poverty
Reduction,” People’s Daily, April 7, 2021.
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on their own hard work to get out of poverty. In terms of international
comparisons, the PPP factor®! is equivalent to an increase from 4.3 to 8.1
international dollars per person per day, which exceeds the high interna-
tional poverty line (less than 5.5 international dollars per person per day
in consumption expenditure).

By 2020, China has basically eliminated the population in the three
international poverty line standards. This demonstrates to the world that
only socialism with Chinese characteristics can completely eliminate abso-
lute poverty in 30 years (1990-2020), making a significant contribution
to the elimination of absolute poverty for humanity and going down in
the history of world development.

Table 3.5 Comparison of absolute poverty population status between China
and the world (1990-2016)

Year China World China
absolute
Absolute Poverty Absolute Poverty poor people
poverty incidence poverty incidence share of the
population (%) population (%) world
(10,000 (10,000 (%)
people) people)
1990 102,899.7 90.0 291,897.6 55.2 353
1993 98,843.2 834 302,757.0 54.6 32.6
1996 89,221.6 72.9 299,704.9 51.7 29.8
1999 85,911.8 68.3 305,674.6 50.6 28.1
2002 74,117 4 57.7 295,788.0 47.1 25.1
2005 56,486.6 432 275,144.0 422 20.5
2008 45,9495 34.6 259,137.8 38.3 17.7
2010 38,2159 28.5 244.,041.6 352 15.7
2013 16,464.7 12.1 206,928.0 28.8 8.0
2015 9622.3 7.0 192,753.4 26.2 5.0
2016 7466.6 5.4 188,569.6 25.4 4.0
Amount of —93,277 4 -83.0 —103,328 -29.8 -31.3
change from
1990-2016

The standard in the international poverty line is 3.2 international dollars per day
Data source World Bank database

51 3,838 and 4.225 in 2013 and 2020, respectively. Data source World Bank database.
ppp factor, i.e. private consumption (local currency unit per international dollar).
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In addition to reducing the population of all types of income poverty,
China’s rural areas have also reduced other types of poverty. First, it
has reduced the population of unsafe drinking water. According to data
released by the Ministry of Water Resources, since the implementa-
tion of the 13th Five-Year Plan, the central government has invested a
total of 26.5 billion yuan in rural drinking water, and from 2016 to
2019, the average annual consolidation and improvement of drinking
water safety population is about 57 million people. By the end of June
2020, the problem of drinking water safety for poor people nationwide
will be fully resolved. Second, the number of people under education
poverty has been reduced. The compulsory education guarantee system
has been implemented to eliminate educational poverty. Since 2006, the
policy of exempting school fees and miscellaneous expenses, providing
free textbooks and subsidizing living expenses for boarding students from
economically disadvantaged families (“two exemptions and one subsidy”)
has been implemented for rural students. By August 2020, the “two
exemptions and one subsidy” had covered rural areas nationwide, and
the phenomenon of dropping out of compulsory education in poor areas
was basically eliminated. Third, the number of poor people in health
has been reduced. The basic medical insurance system for the poor has
been established and improved, and the problem of people returning
to poverty due to illness has been effectively solved. 2019 will see the
full abolition of the ceiling line for reimbursement of major diseases
for the poor. In 2016-2019, the proportion of out-of-pocket medical
expenses for the poor has dropped from 43% to about 10%. Fourth, the
number of people living in poverty has been reduced. Since 2017, the
average household subsidy standard for the renovation of rural dangerous
houses in deep poverty areas has been increased to 16,000 yuan. Since
the 18th Party Congress, a total of 7.9 million households and 25.68
million poor people have left their dangerous residences such as mud and
straw houses and adobe houses and lived in safe housing. Meanwhile,
a total of 10.75 million households such as rural low-income house-
holds, scattered-support special hardship cases, and families with disabled
persons in difficulty have been supported to renovate their dangerous
houses.”?

52 See Chen Xifen and Han Jun, eds. Practice and Experience in China’s Fight Against
Poverty, People’s Publishing House, 2021, pp. 2-3.
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On July 1, 2021, on the occasion of the 100th anniversary of the
founding of the Communist Party of China, General Secretary Xi Jinping
officially announced to the whole country and the whole world that
after the continuous struggle of the whole Party and the people of all
ethnic groups, we have achieved the first 100-year goal, built a moderately
prosperous society on the Chinese land, solved the problem of absolute
poverty in a historic manner, and are moving forward with vigor toward
the second goal of building a socialist modern power in a comprehensive
manner. We are marching forward with vigor toward the second 100-year
goal of building a strong socialist modern country.®3

It can be seen that Chinese socialist modernization has gone through
different stages of development, showing regular characteristics, i.e. a
long-term historical evolution process from quantitative change to partial
qualitative change (stage by stage) and then from quantitative change to
total qualitative change, while surpassing capitalist modernization, not
only making some people rich first, but also making the whole people
gradually achieve common prosperity, creating a new path of human
modernization.

In short, since the founding of New China, especially after the reform
and opening up, China has “completed in just a few decades the indus-
trialization process that developed countries have gone through for
hundreds of years, creating two miracles of rapid economic development
and long-term social stability,”>* as well as the world miracle of reducing
and eliminating all kinds of poverty. From now on, the overall task of
the CPC is to achieve socialist modernization and the great rejuvena-
tion of the Chinese nation, and to build a strong, democratic, civilized,
harmonious, and beautiful modernized socialist country in the middle
of the century on the basis of building a moderately prosperous society
in two steps, so as to promote the great rejuvenation of the Chinese
nation through Chinese-style modernization. This indicates that in the

53 See Xi Jinping, “Speech at the Congress to Celebrate the 100th Anniversary of the
Founding of the Communist Party of China,” People’s Daily, July 2, 2021.

54 «Resolution of the Central Committee of the Communist Party of China on the
Major Achievements and Historical Experiences of the Party’s Centennial Struggle,”
People’s Daily, November 17, 2021.
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future, China will create two new miracles: a strong socialist modern state
and common prosperity for all people, and will continue to surpass the
modernization of the developed countries in the West, opening up a new
and righteous path for the developing countries.
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CHAPTER 4

Foundations and Challenges for Achieving
Common Prosperity

4.1 CHARACTERISTICS OF A CHINESE-STYLE
COMMON PROSPERITY SOCIETY

Going forward, China has the opportunity to realize common prosperity
for every one of'its 1.4 billion people and has increasingly favorable devel-
opment conditions and a strong development capacity to further create a
great innovation in human development. After creating a miracle of rapid
economic growth and long-term social stability for more than 40 years,
and building a moderately prosperous society with a population of more
than 1.4 billion, China will once again create a new miracle on earth. At
the same time, China will face many challenges. By leading the people,
relying on them, and stimulating their creativity, the CPC will surely
achieve the great goal of common prosperity for everyone.

After China achieved the ambitious goal of building a moderately pros-
perous society in all respects, General Secretary Xi Jinping promptly put
forward the realization of common prosperity for everyone and made it a
long-term development goal and task.

In February 2021, Xi further expounded the theory of common
prosperity systematically and completely, stressing that “Adhere to the
people-centered development ideology and unswervingly follow the road
of common prosperity. The road to ruling a country begins with enriching
the people. We have always firmly held the position of the people,
stressing that eradicating poverty, improving people’s livelihoods, and
achieving common prosperity are the essential requirements of socialism,
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an important manifestation of our CPC’s adherence to the fundamental
goal of serving the people wholeheartedly, and a major responsibility of
the CPC and the government.”!

In August 2021, Xi, in a speech at the 10th meeting of the Central
Financial and Economic Affairs Commission, pointed out that since the
18th National Congress of the CPC, the Party Central Committee has
grasped the new changes in the stage of development, attached more
importance to the gradual realization of common prosperity for everyone,
promoted coordinated regional development, taken strong measures to
protect and improve people’s livelihoods, won the battle against poverty,
built a moderately prosperous society, and created good conditions for
promoting common prosperity. Now we have reached the historic stage
of firmly promoting common prosperity.? It is necessary to further answer
the question, “What kind of society is a society of common prosperity?
We argue that common prosperity has the following five important
characteristics.”

First, a society of common prosperity is a society with higher produc-
tivity development. The liberation and development of society’s produc-
tive forces are the prerequisites for achieving common prosperity. The
basic characteristics of socialist productive forces with Chinese character-
istics can be summarized as a “one center, five dimensions” productivity
system: the people as the center is the starting point, base point, and core
point of the comprehensive development of productive forces; the “five
dimensions” of productive forces are economic productivity, scientific
and technological productivity, social productivity, cultural productivity,
and ecological productivity. The functionalities of the five productive
forces are: economic productivity is the material foundation; scientific
and technological productivity is the intellectual support; social produc-
tivity is the guarantee of people’s livelihood; cultural productivity is the
spiritual guidance; ecological productivity is the prerequisite for sustain-
able development; the five productive forces create five kinds of wealth:
economic productivity creates economic wealth; scientific and technolog-
ical productivity creates scientific and technological wealth; social produc-
tivity creates social wealth; cultural productivity creates cultural wealth;

1 Xi Jinping, “Speech at the National Summary Commendation Conference on Poverty
Eradication,” People’s Daily, February 26, 2021.

2 See Xi Jinping, “Making Solid Progress Toward Common Prosperity”, Qiushi, No.
20, 2021.
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ecological productivity creates ecological wealth; ecological productivity
creates ecological wealth. The five major productive forces are interre-
lated, promote each other, integrate with each other, develop in the same
direction, peer development, win-win development, unified to serve the
people-centered development goals, and further deepen reform is the key
to promoting the five major productive forces to achieve leap-forward
development.? Thus, we will continue to promote the common sustain-
able development of all people, create wealth together, share the fruits,
and achieve the goal of common prosperity together.

Second, the common prosperous society is a modernized society with
a much higher level of economic development. In principle, China will
achieve the ambitious goal of socialist modernization 15 years ahead of
schedule, i.e., significantly surpassing the expected goal of quadrupling
per capita GDP from 2000 to $4000 (1980 prices) between 2030 and
2050, as set by Deng Xiaoping in 1987.% By 2035, China’s per capita
GDP will reach the level of middle-income countries ($15,000-20,000 at
current prices) and more than $32,000 international dollars at purchasing
power parity 2017 international dollars.

Third, the society of common prosperity is a modern socialist society
with richer connotations. We will achieve high-quality development, a
better life for the people, and a higher quality of life based on building
a moderately prosperous society in all respects. By 2035, China’s human
development index (HDI) will reach a high level of human development
by international standards.

Fourth, a moderately prosperous society is a socialist society in which
people develop comprehensively. It meets people’s growing demands for a
better life and their growing demands for democracy, rule of law, equality,
justice, security, environment, culture, social security, and so on. By inter-
national comparison, it creates a new socialist modern society with “five
in one.”

3 Hu Angang, Zhang Wei, and Zhang Xin, “Comprehensive Development of the Five
Major People-Centered Productive Forces,” Journal of Tsinghua University, Vol. 33, 2018.

4 On April 30, 1987, Deng Xiaoping pointed out that the more important goal we set
is still the third step, to quadruple in the twenty-first century in 30-50 years to reach
roughly 4000 U.S. dollars per capita. China will reach the level of medium developed,
this is our ambition. By then, people like me will be gone, but I believe our present dolls
will accomplish this task. See Deng Xinoping Collected Works, Vol. 3, Beijing: People’s
Publishing House, 1993, pp. 226-227.



82 A HU AND S. ZHOU

Fifth, the society of common prosperity is a socialist society in which
the gap between urban and rural areas and regions continues to narrow.
It realizes the integration of public services and public facilities in urban
and rural areas, regional integration, and national integration.

In short, the core task of socialist modernization with Chinese char-
acteristics through 2050 is to implement six five-year plans and gradually
achieve the ambitious goal of common prosperity for everyone in several
successive steps. To embark on a new “Long March,” we have the rare
conditions of time, place, and human resources, but we also face great
challenges, both foreseeable and unforesecable.

As we enter the new era, China already has favorable political,
economic, and social development conditions to realize common pros-
perity for everyone. Compared to building a moderately prosperous
society for more than one billion people by 2020, as proposed by the
CPC Central Committee 20 years ago, fully building a society of common
prosperity for more than 1.4 billion people not only has a higher starting
point for development but also has richer development experience and
stronger development capacity.

4.2 FouNDATIONS OF CHINA’S PROGRESS
TowaARD A COMMON PROSPERITY SOCIETY

4.2.1  Achieving Common Prosperity Under the Leadevship
of the Communist Party of China

China’s greatest political advantage in achieving a society of common
prosperity for everyone is its adherence to the overall leadership of the
Communist Party of China.

First, the Party Central Committee has made an important strategic
decision to promote common prosperity for everyone. In the Note on
the Proposal of the CPC Central Committee on Formulating the 14th
Five-Year Plan for National Economic and Social Development and the
2035 Visionary Goals, Xi Jinping pointed out that “common prosperity is
the essential requirement of socialism and the common expectation of the
people.”® Ultimately, our promotion of economic and social development

5 Xi Jinping, “Note on the Proposal of the Central Committee of the Communist Party
of China on Formulating the Fourteenth Five-Year Plan for National Economic and Social
Development and the Visionary Goals for 2035,” People’s Daily, November 4, 2020.
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is to achieve common prosperity for everyone. This important deci-
sion fully reflects China’s unique national leadership ability, namely the
strong political will, firm political determination, scientific political deci-
sion, and Party-wide political consensus of the Party Central Committee
with Comrade Xi Jinping at its core. The success of the strategic decision
is the greatest success, which is the guarantee of the strategic decision to
achieve common prosperity for everyone.

Second, the Party Central Committee has formulated a strategic goal
and a road map for realizing common prosperity. Following the recom-
mendations of the Fifth Plenary Session of the 19th CPC Central
Committee, the country has formulated the 14th Five-Year Plan and
the 2035 Vision. This is the country’s first action plan and roadmap to
implement the sound promotion of common prosperity. On the road
to promoting common prosperity for everyone, we must adhere to the
CPC’s overall leadership, mobilize the whole of society, all the people,
and all levels of government, and mobilize the whole nation’s efforts to
do great things for all the people. This is the greatest guarantee of political
mobilization to achieve common prosperity for everyone.

Third, the major decisions of the Party Central Committee have won
a high degree of consensus and broad support from the whole society.
When Deng Xiaoping proposed the first rich theory, it caused great
controversy, but later proved to be a major innovation and an important
way to break out of the “poverty trap.” When Jiang Zemin proposed the
goal of “building a moderately prosperous society” at the 16th National
Congress of the CPC, some people doubted whether this goal could be
achieved because of the impact and influence of the Asian financial crisis,
the difficult plight of state-owned enterprise reform, and the layoffs of
tens of millions of workers in state-owned and collectively owned enter-
prises. When Hu Jintao set the goal of building a moderately prosperous
society at the 18th National Congress of the CPC, the whole CPC and
the whole society had “Three Confidence” (confidence in our chosen
path, confidence in our theories, confidence in our political system).® At
the 19th National Congress of the CPC, Xi formally proposed the third
strategic vision of fundamentally realizing socialist modernization 15 years
ahead of schedule by 2035, and also explicitly put forward the ambitious

6 Hu Jintao, “Steadfastly Advancing Along the Road of Socialism with Chinese Charac-
teristics and Striving to Build a Moderately Prosperous Society in All Aspects—Report at
the 18th National Congress of the Communist Party of China,” Qjushi, No. 22, 2012.
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goal of taking a solid step toward the common prosperity for everyone,
which won a high degree of consensus among the whole CPC and all
ethnic groups and won unprecedented social support. This is the greatest
social guarantee for realizing common prosperity for everyone.

4.2.2  Achieving Common Prospevity Under the Condition
of Maintaining Medium and High Economic Growth

China already has the economic strength and economic conditions to
achieve common prosperity and can achieve the four doubling goals by
2035.

First, economic strength must be brought to a new level to achieve the
doubling of GDP. The basic economic condition for achieving common
prosperity is to maintain medium and high economic growth. It is
expected that in the coming period, China’s economic growth rate will be
in the medium and high-speed (about 5%) growth stage (see Table 4.1),
China’s economy has huge development potential, growth inertia, and
growth momentum. It is expected that by 2035, China’s total GDP will
double that of 2020, rising from 101.6 trillion yuan in 2020 to more than
210 trillion yuan at constant 2020 prices, reaching a cumulative total of
more than 2250 trillion yuan.

In 2017, the international dollar is expected to rise from 23.01 tril-
lion international dollars in 2020 to more than 48 trillion international
dollars in 2035, increasing the proportion of world GDP to about 27%
and maintaining the contribution rate to world GDP growth at more than
1/3, becoming a true world economic power. This is the most important

Table 4.1 Forecasted average annual growth rate of key economic indicators in
China (2021-2035) (Unit: %)

2021-2025  2026-2030  2031-2035 2021-2035

GDP 5.7 4.8 4.1 About 5
GDP per capita 5.3 4.6 4.1 About 5
Labor productivity 6.0 5.0 4.2 5 or more
Disposable income per 5.8 49 4.1 About 5
inhabitant

Per capita consumption level of 5.8 5.0 4.1 About 5
residents

Note The data in the table are measured at constant prices in 2020
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economic foundation for our country to achieve common prosperity for
everyone.

Second, to double the per capita GDP to reach the level of middle-
developed countries. It is expected that in the coming period, China’s
GDP per capita will still maintain medium-high growth, reaching more
than 150,000 yuan in 2035 from 72,000 yuan in 2020 at 2020 RMB
prices and reaching 33,500 yuan in 2035 from 16,100 international
dollars at purchasing power parity 2017 international dollars, equivalent
to more than 40% of the U.S. GDP per capita level, reaching the level
of medium-developed countries. This is a solid economic foundation for
our country to achieve common prosperity for everyone.

Third, to double the total labor productivity and narrow the relative
gap with developed countries. It is expected that in the coming period,
China’s total labor productivity will be slightly higher than the economic
growth rate because the proportion of China’s employed population has
been declining, especially the proportion of agricultural employment has
been significantly reduced to less than 20%, which will have a struc-
tural optimization effect on the improvement of labor productivity. The
continuous increase in the average years of education of the working-age
population and the continuous increase in the per capita capital stock of
the labor force will together contribute to a continuous increase in total
labor productivity with an average annual growth rate of more than 5%.
This is the production base for doubling the per capita income of the
population.

Fourth, to double the growth of the per capita income of residents. It
is expected that in the coming period, the per capita disposable income
of China’s residents will grow at an average annual rate of more than 5%,
rising from 32,200 yuan in 2020 to more than 65,000 yuan in 2035,
equivalent to an increase from 21 international dollars per person per day
to more than 42 international dollars per person per day in 2035, entering
the international middle-income standard range (10-100 international
dollars per person per day). This is the basic condition and international
benchmark for achieving common prosperity for everyone.

The goal of doubling four key economic indicators by 2035 is both
necessary and feasible. Historical experience is worth summarizing. In
2002, the Party Central Committee proposed the goal of quadrupling
GDP by 2020 with an average annual growth rate of 7.2%, while the
actual result was 5.28 times with an average annual growth rate of 8.7%.
2021-2035 can be considered as the bottom line with an economic
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growth rate of 4.8% to achieve the doubling of GDP and strive to reach
5% and above (see Table 4.1) so that China’s economic wheel can move
steadily and far.

China has many favorable factors to maintain medium to high
economic growth. First, China’s domestic savings rate is still signifi-
cantly higher than the world average. In 2020, China’s domestic savings
rate was 44.5%, higher than the world average (26.1%),” and the total
domestic investment rate was 43.5%, also higher than the world average
(25.6%), and the capital stock will continue to grow, which means that
China’s economic growth rate will be at least twice that of the world
economy.® Second, China’s labor force participation rate remains high.
In 2020, China’s labor force participation rate was 75.9%, higher than
the world average (66.5%),” of which the female labor force participa-
tion rate will be 68.6%, also significantly higher than the world average
(52.6%).10 Finally, the contribution rate of China’s scientific and techno-
logical progress continues to increase, which is also the most important
factor in sustaining medium and high-speed growth. The contribution
rate of China’s scientific and technological progress has increased from
55.3% in 2005 to over 60% in 2020. These advantages can be maintained
in the future. As the total volume of China’s economy becomes larger and
larger, economic growth is shifting from high speed to medium and high
speed by the objective law. The driving force of economic growth relies
more and more on factors such as scientific and technological innovation,
improvement of human capital and labor productivity level, expansion of
the domestic market size, and development of the world market.

4.2.3  Achieving Common Prospevity Under the Conditions of High
Income

In the future, our country will achieve common prosperity for everyone at
the level of high-income and middle-income countries, demonstrating the
“a rising tide lifts all boats” effect and the scale effect of large countries.

7 World Bank database.

8 For a detailed analysis, see Hu Angang, Yanyi Long, Tang Xiao, and Liu Shenglong,
2050 China’s Comprehensive Building of a Socialist Modern Power, Hangzhou: Zhejiang
People’s Publishing House, 2018, pp. 135-148.

9 World Bank database.
10 World Bank database.
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First, China enters the stage of high-income countries (14th and 15th
Five-Year Plan periods) and then reaches the level of moderately devel-
oped countries (16th Five-Year Plan period). The common prosperity for
everyone in China is based on high income, the level of middle-developed
countries, and the high level of human development, and will continue to
leap to a new level from quantitative to qualitative changes. It should be
noted that the size of our total population (1.41 billion people in 2020)
has already surpassed that of the Organization for Economic Coopera-
tion and Development (OECD) countries (1.37 billion people in 2020),
setting a new record in the history of world modernization, which is
unprecedented both in terms of the size of the mega-population and the
scale effect of the market in large countries, as well as its impact on the
world, making it a miracle after the creation of the two great miracles of
building a moderately prosperous society in all aspects and eliminating
absolute poverty. It has become the next miracle after the two mira-
cles of building a moderately prosperous society and eliminating absolute
poverty.

Second, the sources of income of our residents have become more
diversified. In addition to the growth of wage income, the share of net
business income, net property income, and net transfer income (both
government and intra-houschold) have increased. Even the bottom 20%
of the population (mainly the rural population, about 284 million people)
with the lowest incomes still managed to more than double their per
capita income, exceeding the international minimum or lower-middle-
income standard (10-100 international dollars per person per day) and
becoming a middle-income group.

Third, the size of the middle-income group is growing rapidly.
Looking at the per capita disposable income of residents by quintile (see
Table 4.2), by 2035, low-income households will reach 11.1 interna-
tional dollars per person per day, lower-middle-income households will
reach 22.6 international dollars, middle-income households will reach
35.8 international dollars, upper-middle-income housecholds will reach
55.1 international dollars, and high-income households will exceed 100
international dollars. This means that almost all of China’s population is
at the lowest level of international middle income according to the World
Bank standard, i.e., the daily income per person is more than 10 inter-
national dollars, among which 40% of the population with daily income
per person is more than 50 international dollars and 40% of the popula-
tion with 20-50 international dollars, forming an “olive-shaped” income
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Table 4.2 Daily disposable income per inhabitant by quintile (2020-2035)
(Unit: International Dollar/day)

2020 2035 2020-2035 2035 Relative
Average annual multiplier for 2020
growth rate (%)

Low-income households 5.1 11.3 5.3 2.17
(20%)

Lower-middle class 10.7 22.6 5.1 2.11
households (20%)

Intermediate income 17.0 35.8 5.0 2.08
households (20%)

Upper-middle-class 26.7 55.1 4.9 2.05
households (20%)

High-income 52.1 104.8 47 1.99
households (20%)

National per capita 20.9 437 5.0 2.08

disposable income

Note Data for 2020 are in international dollars for 2017 based on a purchasing power parity (PPP)
factor of 4.225. Data for 2035 are forecast data

distribution pattern with two small ends and a large middle. The “olive”
pattern of income distribution is formed. Therefore, it is crucial for the
state and society (including enterprises and institutions) to ensure the
continuous income growth of low-income households and strive for a
higher-than-average growth rate of the per capita income of low-income
households. For some low-income groups, direct financial transfer subsi-
dies (“direct subsidies”) can be used as one of their income sources, so
that the income growth rate of low-income households is higher than the
local per capita growth rate and higher than the income growth rate of
high-income households, thus reducing the Gini coefficient.

4.2.4  Building the Lavgest Intevmediate Developed Urbanized
Society in the Wovid

In the future, China will build an urbanized society with the largest urban
population in the world, more prosperous, more developed, and more
diverse.

First, China is still in the process of rapid development of urbanization.
By 2035, China will realize the construction of a new type of urbaniza-
tion, and in 2020, China’s urban resident population was 902 million,
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accounting for 63.9% of the country’s total population and 20.7% of the
world’s total urban population. It is expected that by 2025, the country’s
urban resident population will reach more than 1 billion, accounting for
more than 70% of the country’s total population, exceeding the average
urbanization rate of middle and high-income countries (67.6% in 2020);
reaching nearly 1.1 billion in 2035, accounting for 78% of the coun-
try’s total population, slightly lower than the 81% of OECD countries
(2020 data).!! China’s cities and towns are still the main places to absorb
the rural transfer population, and deepening the reform of the house-
hold registration system plays an active role in promoting people-centered
urbanization. By 2035, we aim to eliminate the difference between urban
and rural household registration and the institutional dual structure
between urban and rural areas.

Second, China’s rural population has been greatly reduced. The diffi-
culty of common prosperity is concentrated in rural areas, and only by
continuously reducing the rural population can we continuously make
farmers rich. China’s rural population will decrease from 510 million
people in 2020 to 320 million people in 2035, or about 190 million
people, an average annual decrease of 12 million people, down from 16
million people in 2010-2020. This will help further narrow the relative
income gap between urban and rural residents, and improve the level of
national per capita transfer payments to rural residents and the capacity
of basic public services. In the period ahead, China will make significant
progress in integrating urban and rural infrastructure and continue to
narrow the gap between urban and rural areas in education, health care,
culture, and other social undertakings, all of which will greatly contribute
to the convergence of human capital indicators such as life expectancy and
average years of education of the working-age population between urban
and rural areas, and continuously improve rural labor productivity and
income levels. This is the basic way to make rural people rich (Table 4.3).

4.2.5  Continuing to Narvow the Gap Between Urban and Ruval
Per Capita Income and Consumer Expendituve

The income of China’s urban and rural residents will continue to rise,
and the relative gap will continue to narrow. From 2020 to 2035, the

1 World Bank database.
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Table 4.3 Total population and urbanization rate in China (2010-2035)

2010 2020 2025 2035

Total population (billion people) 13.40 14.12 14.36 14.53
Urban resident population (billion people) 6.70 9.02 10.05 11.33
Urban household population (billion people) 6.42

Rural population (billion people) 6.71 5.10 4.86 3.20

Urbanization rate (%) 49.95 63.39 70.0 >78

Household Urbanization (%) 455

Note Data for 2010 and 2020 are from the National Bureau of Statistics, China Statistical Yearbook
2021, Beijing: China Statistics Press, 2021, pp. 35-36. Data for 2025-2035 are measured by Yu
Miao at a total fertility rate of 1.80 for women

per capita disposable income of urban residents is expected to rise from
43,800 yuan to 83,200 yuan, with an average annual growth rate of 4.4%,
while the per capita disposable income of rural residents will grow at
an average annual rate of 6.1%, and the relative gap between the per
capita disposable income of urban and rural residents will The relative
gap between the per capita disposable income of urban and rural residents
will continue to narrow, from 2.56 times in 2020 to less than 2 times in
2035. Meanwhile, the relative gap between urban and rural residents will
continue to narrow as the per capita consumption expenditure of urban
and rural residents will continue to increase from RMB 27,000 to RMB
56,400 in 2020-2035, with an average annual growth rate of 5.0%, while
the per capita consumption expenditure of rural residents will increase
from RMB 13,700 to RMB 33,200, with an average annual growth rate
of 6.1%. The relative gap between urban and rural residents per capita
consumption expenditure will continue to narrow, from 1.97 times to
less than 1.7 times.

The Engel coefficient of urban and rural houscholds in China will
continue to decline and converge. It is expected that by 2035, the
Engel coefficient of urban and rural residents will decrease from 29.2%
and 32.7% in 2020 to 19.6% and 21.8%, respectively (see Table 4.4),
indicating that the actual consumption structure of urban and rural
households in China will reach the level of middle-developed countries.
It is worth noting that the increase in the consumption level of urban
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and rural residents may have side effects. At present, the rate of over-
weight and obesity among urban and rural residents of all ages in China
continues to rise.!?

The per capita living area of urban and rural residents in China will
continue to increase. The per capita living area of urban residents will
increase from 39.0 square meters in 2018 to more than 50 square meters
in 2035, and the per capita living area of rural residents will increase from
47.3 square meters in 2018 to more than 55 square meters in 2035.
The average number of cars owned by urban and rural residents per
100 houscholds will double.'® This indicates that the actual living stan-
dard and consumption structure of urban and rural residents in China

Table 4.4 Comparison of per capita indicators for urban and rural residents
(2020-2035)

Indicators 2020 2025 2030 2035 2020-2035 average
Growth rate or amount
of change (%)

Per capita disposable income (ynan)

Cities and towns 43,834 55,143 68,719 83,205 44
Rural 17,132 23260 31,570 41,654 6.1
Urban/rural (times) 2.56 2.37 2.18 <2.00

Per capita consumption expenditure (ynan)

Cities and towns 27,007 37411 46,621 56,449 5.0
Rural 13,713 18,813 25295 33217 6.1
Urban/rural (times) 1.97 1.99 1.84 <1.70

Engel coefficient (%)

Urban (%) 29.2 23.8 22.1 19.6 -9.6
Rural (%) 327 26.5 244 21.8 -10.9

Note Data for 2020 are from the National Bureau of Statistics, China Statistical Abstract 2021,
Beijing: China Statistics Press, 2021, pp. 56-57. Data for 2025-2035 are the author’s calculations.
All are in 2020 prices

12 According to data from the Report on the Status of Nutrition and Chronic Diseases
of the Chinese Population (2020), more than half of Chinese adults are already overweight
or obese, with an overweight rate of 34.3% and an obesity rate of 16.4% among adult
residents (>18 years).

13 In 2020, the number of cars per 100 households in China’s urban and rural areas
will be 44.9 and 26.4, respectively. In the coming period, China’s urban and rural areas
will enter the stage of car popularization, that is, the number of cars per 100 houscholds
will be more than 50, especially clean energy cars will be popular.
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will reach the level of middle-developed countries, which has become an
important feature of basic modernization.

The country is experiencing an unprecedented miniaturization of the
family household, with the average household size declining from 3.10
persons in 2010 to 2.62 persons in 2020.* Tt will continue to decline
and maybe around 2.10 persons by 2035, i.e., a shift from “three-person
households” to “two-person households” over 20 years. The number of
one-person households is also on the rise, with the total number of house-
holds nationwide continuing to grow from 402 million in 2010 to 494
million in 2020 and then increasing by at least another 100 million by
2035. The main reason for the increase in the number of family house-
holds is the increase in the number of single-person households, which is
largely influenced by aging and fewer children and is also related to the
concept of marriage and non-marital childbearing.

4.2.6  Improving National Financial Strength and Distribution
Capacity

China’s general public budget revenue is expected to more than double
from 18 trillion yuan in 2020 to more than 36 trillion yuan in 2035.15
Among them, the total transfer payments from the central government
to local governments will increase from 10 trillion yuan to more than
20 trillion yuan, with the cumulative amount of both reaching 400 tril-
lion yuan and 225 trillion yuan, respectively. This will become the basis
of the national fiscal attracting capacity and transfer capacity for China
to achieve common prosperity for everyone. National fiscal capacity and
fiscal expenditure have a decisive influence on the adjustment of income
disparity through redistributive means.

1% Bulletin of the Seventh National Census (No. 2)—National Population Situation, NSO
website, May 11, 2021.

15 Between 2004 and 2019, the national general public budget revenue increased from
2.64 trillion yuan to 19.04 trillion yuan, which is 6.0 times the 2004 level in 2019, and
the share of GDP increased from 16.3 to 19.3%. See National Bureau of Statistics, ed.,
China Statistical Abstract 2021, Beijing: China Statistics Press, 2021, p. 73.
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4.2.7  Building the Largest Universal Social Secuvity System
in the World

The number of people covered by China’s basic pension insurance has
increased from 136 million in 2000 to 999 million in 2020; the number
of people covered by unemployment insurance has increased from 104 to
217 million; and the number of people covered by work injury insurance
has increased from 43.5 million to 267 million. The number of people
participating in national basic health insurance will increase from 37.87
million to 1.361 billion,'® with the participation rate stabilizing at over
95%, reaching or even exceeding the total population of OECD countries
(1.360 billion people) and the participation rate (91.2% in the United
States in 2017, of which the private health insurance participation rate
is only 63.1%). By 2030, the entire population of China will achieve
full coverage of all social security programs, which is a socialist system
guarantee and social security advantage to achieve common prosperity for
everyone.

4.2.8  Implementing Three Five-Year Plans Effectively

The effective implementation of the Five-Year Plan has become a strategic
means to achieve common prosperity for everyone. The Outline of the
Fourteenth Five-Year Plan for National Economic and Social Develop-
ment of the People’s Republic of China and Vision 2035 (hereinafter
referred to as the Outline) is the first five-year plan that firmly promotes
common prosperity.!” Among the six major development goals, two
(“Achieving new results in economic development” and “Achieving new
levels of people’s well-being”) are directly related to common prosperity.
Ten of the 20 major quantitative indicators and five of the 20 minor
quantitative indicators reflect the theme of solidly promoting common
prosperity and serve as the basic basis for designing the overall goal and

16 See National Bureau of Statistics, China Statistical Yearbook 2021, Beijing: China
Statistics Press, 2021, pp. 794-795.

17 The Outline clearly put forward: adhere to the people as the center, adhere to the
main position of the people, adhere to the direction of common prosperity, always do
development for the people, development relies on the people, the fruits of development
shared by the people, safeguard the fundamental interests of the people, stimulate the
enthusiasm, initiative, and creativity of the people, promote social justice, enhance the
well-being of the people, and constantly realize the people’s aspirations for a better life.
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indicator system for achieving common prosperity in the new era, as well
as important indicators for annual monitoring, mid-term evaluation, and
post-term evaluation during the 14th Five-Year Plan period.

Through implementing the 14th Five-Year Plan, the 15th Five-Year
Plan, and the 16th Five-Year Plan, China will spend 15 years gradually
promoting the ambitious goal of common prosperity. During these three
five-year planning periods, China will gradually improve the institutional
mechanism for promoting common prosperity for everyone and make
obvious and substantial progress.

In conclusion, after more than 70 years of socialist modernization,
especially since the reform and opening up, China’s economic strength,
scientific and technological strength, national defense strength, and
comprehensive national power have stepped up to a new level, and have
entered the forefront of the world, with the political, economic, social,
cultural, and the ecological conditions to achieve common prosperity. We
are more confident and capable of achieving the great goal of common
prosperity for everyone than at any other time in history.

4.3 CrrricAL CHALLENGES
TO ACHIEVING COMMON PROSPERITY

China has achieved the twin miracles of rapid economic growth, long-
term social stability, and the elimination of absolute poverty, and will
continue to achieve common prosperity for its people. In the process,
China will face many unfavorable constraints and major challenges, which
are naturally related to China’s national characteristics. First, China will
always be the most populous country, and even if the total population of
India exceeds that of China in the future, the total population of China
will still be over 1.4 billion. Second, China is a vast country with great
geographical differences, and uneven development of different regions
is rare in the world. Finally, the gap between urban and rural areas in
China is so wide that it exceeds that of the world’s major high-income
countries, and it is a long-term development task to narrow the income
gap and equalize basic public services. As we can see, there is no prece-
dent for achieving common prosperity for everyone, and China needs to
explore the path of achieving common prosperity according to its national
conditions.

Achieving common prosperity is also an inevitable condition for allevi-
ating or solving the main contradiction of our society. At present and for
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a considerable period in the future, the main contradiction in our society
has turned into the contradiction between people’s growing demand for
a better life and unbalanced and insufficient development, which is the
most fundamental national condition of our country and is highlighted as
a major challenge in five aspects.

4.3.1  Move Than Tens of Millions of People in Need

Ensuring that the incomes of the 70 million rural poor who have been
lifted out of poverty in China can continue to grow at a relatively fast pace
is an ongoing task and an important foundation for promoting common
prosperity. By 2035, China will ensure that the per capita income level of
the rural population that has been lifted out of poverty will more than
double again, including raising transfer payments such as government
financial subsidies, social security, public services, etc. to a new level. In
addition, China has several special hardship groups, such as urban areas
with about 5.5% of the surveyed unemployed population (more than 25
million people). With the comprehensive victory in poverty alleviation,
more than 7 million poor people with disabilities who have been issued
a record card have been lifted out of poverty on schedule, 9.634 million
people with disabilities have been included in the minimum living security,
and nearly 3 million poor people with severe disabilities have been indi-
vidually insured.'® According to the data released by the Ministry of Civil
Affairs, there are still more than 57 million low-income people in China,
accounting for 4.0% of the country’s total population, and a dynamic
monitoring information system should be established for such people.
Therefore, no matter what level of development China has reached, there
will always be about 5% of the population (about 70 million people) who
belong to the key needy groups, and this group will become the key target
group for the state and the whole society to help and support. The polit-
ical advantage of the leadership of the Communist Party of China, the
institutional advantage of the socialist society, the advantage of the state’s
financial redistribution ability, and the advantage of social donations and
assistance should be transformed into the unique national advantage of

18 See “Don’t Fall Behind on the Road out of Poverty: Overview of China Disabled
Persons’ Federation’s Efforts to Help People with Disabilities Fight Poverty,” People’s
Daily, April 30, 2021.
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great socialist common prosperity, and more than 90% of the popula-
tion should be mobilized and utilized to help and assist the 5% of the
population in key difficulties.

4.3.2  Seveve Lack of National Redistribution Capacity

The national fiscal capacity has been declining, and the redistribution
capacity is seriously insufficient. After the reform of the “tax sharing
system,” the ratio of the national general public budget revenue to GDP
has gone through a process of “first rising, then falling,” first from 10.7%
in 1994, when the tax sharing system was reformed, to 22.1% in 2015,
and then to 18.0% in 2020, which is still lower than 19.0% in 2007
despite a decrease of 6.1 percentage points. It then fell to 18.0% in
2020, a decrease of 6.1 percentage points, but still less than the 19.0%
in 2007. Meanwhile, the ratio of general government expenditure to
GDP decreased from 25.5% in 2015 (the peak) to 24.2% in 2020, also
a decrease of 1.3 percentage points, and the difference between general
government expenditure and revenue as a ratio of GDP increases from
3.4 percentage points to 6.2 percentage points, a typical overdraft type of
government finance (over 3%) that was the highest in China, as well as the
highest since the reform and opening up, becoming even more unsustain-
able.! An important reason for the widening fiscal gap since 2015 was
the supersized tax cuts. According to data released by the Ministry of
Finance, from 2016 to 2020, the national macro tax burden decreased
from 17.47% to 15.2%, and the total export tax rebate increased from
1.17 trillion yuan to 1.45 trillion yuan, corresponding to a decrease in the
share of total exports from 8.5% to 8.1%. The new tax cuts and fee reduc-
tions totaled more than 7.6 trillion yuan,?? corresponding to the share
of GDP in the same period. This directly subsidizes exporters and indi-
rectly subsidizes foreign importers and consumers, and although it helped
achieve the short-term goal of “maintaining employment and exports,” it
also causes a significant and continuous decline in the long-term national

19 See National Bureau of Statistics, China Statistical Abstract 2021, Beijing: China
Statistics Press, 2021, p. 73.

20 For a detailed analysis, see Hu Angang and Wang Shaoguang, Increasing the Shave of
State and Central Fiscal Revenues and Expenditurves in GDP, Tsinghua University Institute
of National Condition, National Condition Report, June 23, 2021.
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fiscal appeal and redistributive capacity. In addition, the level of develop-
ment of the country’s third distribution capacity is grossly inadequate,
with public charities receiving only about 0.15% of GDP in cash and
goods.?!

At present, the polarization of rich and poor is not only a global chal-
lenge and problem but also the biggest development challenge facing
China. As Xi said, “At present, the global income inequality problem is
prominent, some countries are divided between the rich and poor, the
middle class collapsed, leading to social tearing, political polarization,
populism proliferation, the lesson is very profound! Our country must
resolutely prevent polarization, promote common prosperity, and achieve
social harmony and stability.”>? This fully reflects the political will and
development goals of the CPC and the government and is the distinc-
tive feature and development direction of the new era of socialism with
Chinese characteristics.

The next decade or so will still be an important strategic opportunity
period for China, which must be grasped firmly and explored fully, and
promoting the building of a common prosperity society is the core task
and development goal. China already has many favorable conditions and
development advantages for making solid progress toward common pros-
perity and has won the support of the whole nation, but at the same
time, it faces many development challenges and problems that need to be
solved, among which the serious lack of national financial resources and
redistribution is the biggest challenge. But the opportunities outweigh
the challenges, and there are always more solutions than difficulties. In
a world power with more than 1.4 billion people and nearly 500 million
households, it is rare, and thus more remarkable in the world, that we
can achieve common prosperity for everyone. China already has growing
economic strength, scientific and technological strength, comprehensive
national power, increasingly obvious political advantages, institutional
advantages, and policy advantages. These advantages will be able to ensure

that we achieve the ambitious goal of common prosperity for everyone in
2035.

21 sce Wang Guan, “Taxation’s Basic Pillar Safeguard Role Is Increasingly Played,”
People’s Daily, June 18, 2021.

22 See Xi Jinping, “Making Solid Progress Toward Common Prosperity”, Qjushi, No.
20, 2021.
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CHAPTER 5

Prospects for Building a Common Prosperity
Society in the New Era

General Secretary Xi Jinping pointed out that we have now reached the
historic stage of firmly promoting common prosperity. The common pros-
perity is for everyone, the prosperity of people’s material and spiritual
lives, not the prosperity for a few people, and not egalitarianism. We
should study the goals of different stages and promote common pros-
perity step by step.! The Central Economic Work Conference in 2021
proposed that “we should correctly understand and grasp the strategic
goals and practical ways of achieving common prosperity.”?

This chapter deals with the strategic goals for achieving common
prosperity, including the overall goals and milestones, the quantitative
calculation and analysis of the five major goals, and the quantitative
indicators for promoting common prosperity.

L See Xi Jinping, “Making Solid Progress Toward Common Prosperity”, Qiushi, No.
20, 2021.

2 «Central Economic Work Conference Held in Beijing,” People’s Daily, December 11,
2021.
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5.1 OVERALL GOALS AND MILESTONES

Accelerated development is a critical foundation and imperative for
achieving common prosperity. Without development, common pros-
perity cannot be achieved, and without accelerated growth, it cannot be
achieved promptly. Achieving social justice is influenced by many factors,
the most critical of which is the level of economic and social development.
To steadily advance common prosperity, we must consistently prioritize
economic development as the core, and continuously unleash and culti-
vate productive forces to lay a solid material foundation for all people to
achieve common prosperity.

Based on the assessment of the situation, the Party Central Committee
proposed the strategic goal of “three steps” for common prosperity. The
basis for the overall goal of achieving common prosperity for everyone is
the Outline adopted at the Fourth Session of the 13th National Congress
of CPC. The first strategic goal of common prosperity proposed in the
Outline is: By the end of the 14th Five-Year Plan period, common pros-
perity for everyone will take a solid step forward, and the gap between
residents’ income and their actual consumption level will be gradually
narrowed. The second strategic goal of common prosperity is that by
2035, the per capita GDP will reach that of the middle-developed coun-
tries, the middle-income group will expand significantly, basic public
services will be equalized, the gap between urban and rural regional
development, and the gap between residents’ living standards will be
significantly reduced, and the common prosperity for everyone will make
more obvious and substantial progress. This indicates that 2035 is only
an important milestone for China to achieve common prosperity and that
achieving common prosperity is a longer-term goal to strive for. The third
strategic goal of common prosperity is that by the middle of this century,
common prosperity for everyone will be realized, and the gap between
residents’ income and actual consumption level will be narrowed to a
reasonable range.? This is to realize the two great goals of “people’s pros-
perity and the country’s strength,” one of which is to realize the common
prosperity for everyone, and the other is to build a strong socialist modern
country.

3 See Xi Jinping, “Making Solid Progress Toward Common Prosperity”, Qiushi, No.
20, 2021.
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Based on this, the goal of achieving common prosperity for everyone
is consistent with the strategic plan of the 19th National Congress of the
CPC to achieve strong socialist modernization in the next 30 years in two
stages. In the first stage, by 2035, the common prosperity for everyone
will be more obvious and substantial, and socialist modernization will be
realized; in the second stage, by the middle of this century, the common
prosperity for everyone will be realized, and a rich, strong, democratic,
civilized, harmonious and beautiful socialist modernized power will be
built. This is both a necessary stage of socialist modernization with
Chinese characteristics and common prosperity, a stage of mutual conver-
gence, and a stage of gradual quantitative change to great qualitative
change.

Achieving common prosperity in China is a continuous and progressive
development process with different stages, and it is particularly important
to set targets for different stages. To achieve substantial progress and ulti-
mately attain common prosperity for everyone by the mid-century, six
Five-Year Plans need to be formulated and executed between now and
2035, from the 14th Five-Year Plan period. Our focus will be on estab-
lishing key milestones and defining crucial tasks in the 14th Five-Year Plan
and the years leading up to 2035, in order to achieve common prosperity
through increased development, economic growth, and strengthened
national power.

The 14th Five-Year Plan is the opening-up plan for China to promote
common prosperity. The overarching objective of this plan is to advance
common prosperity. To achieve this goal, the following major tasks will be
undertaken: consolidating poverty alleviation achievements, comprehen-
sively implementing the rural revitalization strategy; driving the devel-
opment of a new form of urbanization, enhancing urban services for
the mobile population, and promoting inclusive and sustainable urban
growth of higher quality; improving the income distribution system and
aligning the three distribution systems; prioritizing employment poli-
cies and promoting better and higher-quality employment opportunities;
using reform as the catalyst to build a high-quality education system,
advance the construction of a healthy China, and improve the multi-
tiered social security system. The key is to achieve the major economic
and social development goals of the 14th Five-Year Plan on schedule and
fully accomplish major strategic tasks, so that China’s economic strength,
scientific and technological power, comprehensive national strength, and
people’s living standards can leap to a new and higher level.
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5.2 DEVELOPMENT GOALS AND INDICATOR SYSTEM

The Outline adopted at the Fourth Session of the 13th National Congress
of CPC embodies Xi Jinping’s Thought of Socialism with Chinese Char-
acteristics for a New Era, with a particular emphasis on the overarching
goal of advancing common prosperity for everyone. The Outline serves
as the foundation for measuring progress toward this goal, establishing
specific quantitative indicators, and building a comprehensive indicator
system to evaluate the main economic and social development targets for
the 14th Five-Year Plan period and beyond 2035. This is in accordance
with the requirements for common prosperity and based on the proposals
for formulating the 14th Five-Year Plan for National Economic and Social
Development and the 2035 Long-Range Objectives.

The establishment of the common prosperity indicator system should
adhere to five basic principles. First, it fully reflects the requirements
of the connotation of common prosperity in socialism with Chinese
characteristics put forward by the Party Central Committee and divides
the quantitative indicators into five categories, including productivity
indicators, development opportunity indicators, development guarantee
indicators, income disparity indicators, and people’s well-being indica-
tors. The indicators are to promote sustainable development, strengthen
and optimize public services, compensate for market failures, and fulfill
government functions, to be comprehensive, scientific, and quantita-
tive. Second, the evaluation indicators are selected according to the
availability of data, to facilitate statistics, observation, evaluation, compar-
ison, and implementation. Third, we make full use of the important
indicators that embody the promotion of common prosperity in the
14th National Five-Year Plan, especially the indicators of people’s well-
being (7 priority indicators and 5 sub-priority indicators). Fourth, we
emphasize the representativeness of indicators and set the most repre-
sentative indicators in important areas. Fifth, we adopt internationally
accepted comparable indicators, such as GDP per capita (2017 PPP),
total labor productivity (2017 PPP), life expectancy per capita, average
years of education of the working-age population, human development
index (HDI), and Gini coefficient to facilitate historical longitudinal
comparisons and international cross-sectional comparisons.

The common prosperity indicator system with Chinese characteris-
tics has been designed based on a retrospective quantitative analysis of
past data to assess its feasibility. This system takes a forward-looking
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approach and provides trend forecasts for the period between 2020 and
2035 (covering three five-year plans), reflecting the development trend
of common prosperity and guiding decision-making. The results may
differ from expectations and can be adjusted accordingly, especially for
the expected indicators. The system also compares China’s performance
with internationally accepted indicators, such as the human development
index, with the aim of making China the first populous country in the
world to achieve common prosperity. The indicator system provides a
feasible, continuous, and adjustable framework for the annual monitoring
of common prosperity, mid-term evaluation of the five-year plan, and
subsequent evaluations. The following section outlines the five major
categories and individual indicators that make up the common prosperity
indicator system.

5.2.1  Productivity Indicators

First, the growth of gross domestic product (GDP). This is the core indi-
cator that measures the level of economic development in our country
and reflects the comprehensive economic strength and international
competitiveness of our country, providing the material basis for achieving
common prosperity for all people. In the future, our country still has
huge potential for development, a growth momentum, and is in a stage
where the goal of reaching the per capita Gross Domestic Product of
a medium-developed country by 2035 according to the proposals of
the Party Central Committee. By 2035, GDP in our country can still
maintain a high-speed growth, with an actual growth rate of around
5%. Maintaining this high-speed potential growth rate is in line with the
speed, structural optimization, and energy transformation of our country
entering the high-income development stage and is also conducive to
realizing high-quality economic development. Additionally, this growth
rate is significantly higher than the average growth rate of 2% for other
high-income countries and still has a significant catch-up effect, which
can be seen as a growth bottom-line indicator. Based on constant prices
in 2020, by 2035, our country’s GDP is expected to increase from 10.16
trillion yuan in 2020 to more than 21 trillion yuan, equivalent to rising
from 23.01 trillion international dollars to more than 48 trillion interna-
tional dollars. The proportion of our country’s GDP (2017 international
dollars) in the world’s GDP will continue to rise significantly, from 17.4%
to around 27%, with our economic strength making continuous progress
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and providing a solid material basis for promoting common prosperity for
all people. At the same time, per capita GDP in our country is expected
to double, from 72,000 yuan in 2020 to 146,000 yuan in 2035, equiv-
alent to rising from 16,800 international dollars to more than 33,500
international dollars. This means that our country will transition from a
high-income level (before 2025) to a medium-developed country level
(by 2035), and become an important marker for achieving the goal of
common prosperity for all people.

Second, the growth of total labor productivity. Labor income is the
main source of income for urban and rural residents in China, and the
growth of labor income mainly comes from the continuous growth of
labor productivity. The increase in per capita physical capital stock and
human capital level will improve labor productivity. According to the
requirement of the 14th Five-Year Plan that the growth of labor produc-
tivity of all employees is higher than the growth of GDP, by 2035,
the average annual growth rate of labor productivity of all employees
in China will be more than 5%, more than double that of 2020, and
the relative labor productivity level of the United States will rise from
25% to more than 40% (seec Table 5.1). In terms of demographic trends,
the total number of employed people in China has reached its peak
(2017) and is slowly declining, the agricultural labor force continues to
decline, and economic growth mainly depends on the improvement of
labor quality, technological progress, and institutional innovation. The
sustained increase in total labor productivity will help promote the “two
rises”: First, to increase the proportion of labor compensation in national
income*; Second, to continue to increase the proportion of wage income
in per capita disposable income (55.7% in 2020), which will greatly
contribute to the common prosperity for everyone.

Third, the average years of education of the working-age popula-
tion. Xi pointed out that “high-quality development requires high-quality
workers, and only by promoting common prosperity, raising the incomes
of urban and rural residents, and improving human capital can we
improve total factor productivity and consolidate the power base of

4 According to Zhang Yu et al., calculations, the share of labor compensation in China’s
GDP was 53.4% in 1990, fell to 43.7% in 2008 (the low point), and rose to 47.5% in
2017. See Zhang Yu et al., Socialist Political Economy with Chinese Characteristics: System,
Operation, Development, and Openness, Beijing: Higher Education Press, 2021, p. 123.
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high-quality development.”® This indicator refers to the average number
of years of academic education (including adult academic education,
excluding non-academic education) received by a country’s working-age
population, which fully reflects the level of human capital and the quality
of the labor force. The average number of years of education among
China’s working-age population is projected to increase from 9.7 in 2010
to 12.3 in 2035, with a projected average annual growth rate of 0.9%.
This represents an increase from 10.8 years in 2020 and is expected to
reach 11.3 years in 2025. The growth rate in years of education is higher
than the average of countries with very high human development levels,
which was 12.0 years in 2018 (see Appendix).® Total national human
capital (the product of the working-age population and the population’s
average years of schooling) will increase from 10.8 billion person-years in
2020 to 12 billion person-years in 2035. The human resources in China
are expected to be the world’s largest, despite the country’s population
ranking second globally after India. With an average annual growth rate
of 0.7% in human capital, China is poised to continue its position as a
leading global provider of human resources. While the quantitative popu-
lation dividend is declining, the human capital dividend continues to rise
and is becoming one of the country’s most important sources of sustain-
able economic growth. Notably, China will remain the world’s largest
labor force, 1.63 times the size of India’s in 2020.” The main reason is
that China’s female labor force participation rate will be as high as 68.6%
in 2019, significantly higher than India’s (22.3%) and the United States’
(67.9%).8

Fourth, talent resources. Talent refers to people who have certain
professional knowledge or specialized skills, perform creative work, and
contribute to society, are workers with high ability and quality in human
resources, and are the first resource for economic and social develop-
ment.” China’s total talent resources grew from 120 million people in

5 See Xi Jinping, “Making Solid Progress Toward Common Prosperity”, Qiushi, No.
20, 2021.

6 United Nations Development Programme (UNDDP).
7 World Bank database.
8 World Bank database.

9 See “Outline of the National Medium- and Long-term Talent Development Plan
(2010-2020)”, Chinese Government Website, June 6, 2010.
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2010 to 220 million people in 2020, a net increase of 100 million people,
accounting for the proportion of total employment from 15.8% to 29.3%.
The presence of professional and technical personnel in China’s work-
force continues to grow, accounting for over half of the total number.
The number of full-time equivalent personnel in research and develop-
ment has more than doubled and is expected to break the 10 million
mark annually. As a result, China’s advantage in terms of scale, quality,
and competitiveness of its talent pool will become increasingly promi-
nent. These developments will help the country realize its strategic goal
of becoming a world leader in innovation and a “strong talent coun-
try” as outlined by the Fifth Plenary Session of the 19th CPC Central
Committee.

In conclusion, China is still in the fast-paced development stage, which
presents favorable conditions for common prosperity. First and foremost,
the prosperity of all people must be achieved, with a shift from a middle
to high-income level, and ultimately reaching a level of medium develop-
ment. This requires wealth through labor, meaning a continuous increase
in the productivity of all workers, “enhancing the human capital and
professional skills of society as a whole,” and “providing more people
with opportunities to become wealthy.”!?

5.2.2  Development Opportunities Indicators

First, the urbanization rate of the resident population. In 2020, China’s
urban population will reach 902 million, accounting for 20.7% of the
world’s total urban population and 3.2 times the urban population of
the United States.!! The urbanization rate of the resident population
has reached 63.89%,'? which is higher than the world urbanization rate
(56.15%), but still significantly lower than the urbanization rate of OECD

10 Xi Jinping, “Making Solid Progress Toward Common Prosperity”, Qjushi, No. 20,
2021.

1 World Bank database.

12 Tn 2002, the National Development and Reform Commission predicted that China’s
urbanization rate would increase by one percentage point per year in the future and
exceed 50% by 2020. See the preparation team of this book, Guidance Readings on the
Report of the 16th National Congress of CPC, Beijing: People’s Publishing House, 2002,
p. 80.
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countries (81.5%).1% The potential for further urbanization among the
resident population remains vast.'* It is projected that the rate of urban-
ization among the resident population in China will steadily rise to nearly
70% by 2025, with the urban population expected to surpass 1 billion.
By 2035, this rate is anticipated to reach 78-80%, approaching that of
countries in the Organization for Economic Cooperation and Develop-
ment (OECD). This will result in a total urban population in China of
over 1.13 billion, surpassing the urban population of OECD countries,
which stood at 1.11 billion in 2020, with an average annual growth of 13
million people. China’s future urbanization development should signifi-
cantly increase the urbanization rate of household population from 45.4%
in 2020 to over 70% in 2035, and increase the urban household popula-
tion from 641 million in 2020 to over 1 billion, realizing the joint drive
of the urban resident population and household population. This requires
accelerating the citizenship of the new urban population and the equal-
ization of basic public services (which can be called the “New Two” of
urbanization), which not only fully reflects the people-centered develop-
ment philosophy but also is a population growth driver to expand urban
and even national domestic demand. At the same time, the total rural
population will be reduced from 510 million to about 300 million,!® i.e.,
another 200 million rural people will be transferred to cities and towns
in 15 years,'® accelerating the process of increasing the citizenship of the
transferred rural population. This “one plus one minus” will significantly
increase the total size of China’s middle-income population, significantly
reduce the number of low-income people (per capita disposable income
below 30,000 yuan, 2020 prices) and also help to further narrow the gap
between urban and rural income consumption, from 1.97 times in 2020
to about 1.50 times, and basically realize the urban and rural popula-
tion equalization of public services, and further accelerate the promotion

13 World Bank database.

14 China’s urban population will increase from 66.558 million in 2010 to 901.99
million in 2020, an increase of 236.41 million, or an average annual increase of about
23.64 million.

15 Between 2010 and 2020, the total rural population will decrease by 164 million
people and the urban population will increase by 236 million people.

16 China’s total rural population will decline from 674.14 million in 2010 to 503.79
million in 2020, a cumulative decline of 170.35 million, or an average annual decline of
about 17 million.
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of all people toward common prosperity. To avoid discrimination against
the urban migrant population, it is proposed to stop using the term “non-
resident population” and to refer to them collectively as “new citizens.”
They are an important part of the urban population and a source of
vitality for economic and social development to better reflect social equity.

Second, the number of new urban jobs. This indicator refers to the
difference between the number of new jobs in urban areas and the
number of attrition (due to retirement and casualties), which is not only
a development indicator reflecting economic growth and job creation
but also a basic indicator for achieving common prosperity. The employ-
ment priority policy is one of the three major macroeconomic policies
in China and one of the core macroeconomic goals, fully reflecting that
“employment is the foundation of people’s livelihood.” During the 13th
Five-Year Plan period, the total number of new jobs in China’s urban
areas reached 65.64 million, exceeding the expected target of 50 million,
with an average of 13.13 million new jobs per year. In the near future,
China’s cities and towns will still face the pressure of total employment
and structural contradictions in employment, with more than 10 million
new workers such as college graduates every year, and a large number
of rural workers moving into employment. For example, China’s home
economics industry employees reached 30 million people, of which about
90% are from rural areas. During the span of the 13th Five-Year Plan, the
annual average growth rate of revenue generated by the domestic service
industry has exceeded 20%. At present, there is a shortage of over 20
million workers in this sector, presenting a vast opportunity for growth
and development.!” There are also various key groups of employees, and
the need to continue to expand urban employment capacity and open
up new employment channels. In the 14th Five-Year Plan period, the
number of new jobs in urban areas is expected to be more than 11
million per year, and the cumulative number is more than 55 million.
The number of urban jobs will increase from 463 million in 2020 to
613 million in 2025, with an average annual growth rate of 1.9%, and
account for 61.6% of the total number of jobs in the country from 2020
to 2025. The share of total employment in the country will increase
from 61.6% in 2020 to more than 66.7% in 2025 and about 75% in
2035, which also means that more than 150 million new jobs will be

17 See Xiao Juan, “Give Full Play to the Role of Domestic Service Industry in
Promoting the Rural Income,” People’s Daily, December 17, 2021.
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created, creating a continuous urban employment dividend. As the total
urban population and new citizens continue to grow, the employment
potential is huge, but so is the employment pressure. “Employment is
the greatest livelihood,” and ensuring high-quality full employment is
always the top priority for economic development and an important way
to achieve common prosperity.

Third, urban survey unemployment rate. This indicator fully reflects
the national urban employment situation, fully reflects the employment
priority strategy and active employment policy, and promotes the realiza-
tion of fuller and higher-quality employment. According to the structure
of China’s working-age population and the development trend, setting
the survey unemployment rate within 5.5%! can be regarded as basically
achieving full employment, which is within the socially acceptable range.

In conclusion, “Encouraging hard work and innovation for prosper-
ity”1? is the foundation for fostering common prosperity. Labor is the
origin of wealth generation and the fundamental means of achieving pros-
perity. Labor encompasses not only manual labor but also intellectual
labor, producing not only economic, scientific, and social wealth but also
intellectual, cultural, and environmental wealth. “Enhancing the capacity
for employment and entrepreneurship and increasing the potential for
prosperity” is key to realizing this goal.?°

5.2.3  Income Distribution Indicators

First, the per capita disposable income of the residents. Continuous
improvement in the income level of the people is the core indicator
of solid promotion of common prosperity. During the 14th Five-Year
Plan period, the growth of disposable income per capita will be basi-
cally synchronized with the growth of GDP. By 2035, China’s disposable
income per capita will double, with an average annual growth rate of
about 5%. At the same time, the proportion of labor remuneration in the

18 In 2019-2020, China’s urban survey unemployment rate will be 5.2%. In the 14th
Five-Year Plan period, China will control the urban survey unemployment rate to within
5.5%, but there will still be more than 25 million unemployed people.

19 Xi Jinping, “Making Solid Progress Toward Common Prosperity,” Qjushi, No. 20,
2021.

20 Thid.
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initial distribution will be continuously increased, and the mechanism of
synchronous growth of wages and labor productivity will be improved.

Second, the ratio of urban and rural per capita disposable income.
China has entered a stage where the gap between urban and rural resi-
dents’ per capita disposable income is gradually narrowing,?! from 2.56
times in 2020 striving to fall to within 2.0 times by 2035. This is one of
the important signs to promote the common prosperity of China’s urban
and rural residents. For rural residents, low-income households still do
not reach 10 international dollars per person per day, corresponding to a
population size of more than 36 million people. Raising the income level
of this group is the key to narrowing the income gap between urban and
rural residents.

Third, the Gini coefficient of disposable income per inhabitant. This
indicator is used to measure the extent to which the distribution of
income (consumer spending in some cases) of individuals or households
deviates from a perfectly average distribution in an economy. According
to data from the National Bureau of Statistics, China’s Gini coefficient is
still as high as 0.465 in 2019, down only 0.026 relative to its high level
(0.491) in 2008. By 2035, it should strive to drop to below 0.4. This
is a very daunting task, which means that the role of redistribution in
regulating income distribution has to be greatly enhanced.

In addition to these indicators, several monitoring indicators can be
set, such as the Gini coefficient of per capita income of urban and rural
residents, the share of labor compensation in the total income of the initial
distribution (52.2% in 2019),2? the monitoring of per capita disposable
income and consumption expenditure and structure (Engel coefficient)
of the lowest 5% of the population (about 70 million people), etc.

In conclusion, the indicators of income distribution serve as a key
representation of the distribution of wealth and its trend among urban
and rural residents and different income groups in China. To achieve
common prosperity, it is essential for national and local statistical depart-
ments to conduct comprehensive and standardized household income and

21 The relative gap between the per capita disposable income of urban and rural resi-
dents in China has decreased from 2.99 times in 2010 to 2.56 times in 2020, with an
average annual decrease of 1.5%.

22 Calculated based on the 2019 Statement of Financial Flows (Non-Financial Trans-
actions). See National Bureau of Statistics edited, China Statistical Abstract 2021, China
Statistics Press, 2021, p. 48.
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expenditure surveys, and provide insightful analysis for informed decision-
making. Timely and transparent announcements of the results to the
public are also crucial.

5.24  Development and Security Indicators

First, increase the gross enrollment rate of preschool education, achieving
inclusive preschool education nationwide.?® This indicator refers to the
ratio of the number of preschool students to the total number of
preschool age groups set by the state, reflecting the people’s expecta-
tion of “education for the young.” According to the 14th Five-Year Plan,
the gross enrollment rate of preschool education in China will increase
from 85.2% in 2020 (surpassing the level of OECD countries, 79.8%
in 2019%%) to over 90% in 2025. According to the China Education
Modernization 2035, the gross enrollment rate of preschool education
will exceed 95% in 2035 (see Appendix), which can strive to exceed
97% and better reflect the equity of early childhood education. From the
perspective of international experience, preschool education has a very
high private rate of return (lifelong benefits) and social rate of return, and
is an area of human capital investment that cannot be ignored, becoming
an important human capital condition for achieving common prosperity.

Second, the gross enrollment rate of high-school-level education. This
indicator refers to the proportion of students enrolled in general high
schools, adult high schools, and secondary vocational schools to the total
population of the state-specified age group for high school level educa-
tion. China has entered a highly universal stage of high school level
education (gross enrollment rate above 90%), and the gross enrollment
rate is expected to increase from 91.2% in 2020 to more than 92% in 2025
and to more than 97% in 2035 (see Appendix). On this basis, 12 years
of compulsory education will be gradually implemented, and 12 years of
compulsory education will be achieved nationwide by 2035.

23 Inclusive preschool education includes preschool education provided by public
kindergartens and inclusive private kindergartens. National People’s Congress Committee
on Finance and Economy and National Development and Reform Commission, eds.,
“Interpretation of the Outline of the Fourteenth Five-Year Plan for National Economic and
Social Development of the People’s Republic of China and Vision 2035,” China Planning
Press, 2021, p. 370.

24 World Bank Database.
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Third, the gross enrollment rate of higher education. This indicator
refers to the ratio of the number of students enrolled in higher educa-
tion institutions to the total population of the state-defined age group for
higher education, aiming to expand the scale of talent training in China
and make them become the human capital support for industrial transfor-
mation and upgrading and high-quality economic development. In 2020,
the gross enrollment rate of higher education in China has reached 54.4%
and the total scale of schooling reached 41.83 million, exceeding the
original target of 36.8 million, but still in the universalization enhance-
ment stage (gross enrollment rate greater than 50%). The Outline sets
the expected target of 60% gross enrollment rate in higher education by
2025 and will achieve the expected target of 65% gross enrollment rate
in higher education by 2035 as proposed in China Education Modern-
ization 2035. We expect that China’s higher education gross enrollment
rate will reach about 65% by 2025 and should strive to reach over 70% by
2035, approaching the level of OECD countries (76.8% in 20202°), after
which it will enter a maturity period and become an important driver for
expanding the size of middle income. It is expected that China’s popu-
lation above college level will rise from 218 million in 2020 to more
than 320 million in 2035, adding more than 100 million more people,
which means at least 100 million more middle-income people. The role of
talents as the first resource of China’s socialist modernization has become
more prominent, as well as the ability to create social and family wealth.

Fourth, the basic pension insurance participation rate.?® This indicator
refers to the population participating in basic pension insurance, which
reflects the income security of “old-age security.” In 2020, China’s basic
pension insurance participation rate will exceed 91% and is expected to
reach more than 95% in 2025, basically achieving full coverage of the
statutory participants, covering more than 1 billion people, and achieving
full coverage by 2035 (see Appendix), thus realizing income security for
the entire elderly population.

25 World Bank Database.

26 Participation rate of basic pension insurance = population participating in basic
pension insurance (basic pension insurance for urban employees + basic pension insurance
for urban and rural residents) / population to be insured under the policy (population
aged 16 and above minus full-time school students and active military personnel among
them) x 100%.
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Fifth, basic medical insurance coverage rate. Basic medical insurance
is an important guarantee of “medical care for the sick.” In 2020, the
number of people insured by basic medical insurance will reach 1361.31
million and the participation rate will remain stable at over 95% and is
expected to reach over 98% by 2025, with full coverage by 2030.

Sixth, national and urban-rural maternal and child health indicators.
This indicator mainly reflects the level of public health services and health
levels in urban and rural areas are toward convergence, and taking the
lead in reaching the level of OECD countries. This includes the infant
mortality rate (%o), children under-five mortality rate (%o), and maternal
mortality rate (1,/100,000) indicators. In 2020, China’s infant mortality
rate dropped to 5.4%., already lower than the OECD countries’ 5.9%o
(data of 2019), children under-five mortality rate dropped to 7.5%o,
already close to the OECD’s 7.0%o (data of 2019), and maternal mortality
rate fell to 16.9 per 100,000, also lower than the OECD countries’ 18
per 100,000 (data of 2017).

Seventh, the number of childcare places for infants and toddlers under
the age of 3 per 1000 population. The significance of this indicator is to
effectively solve the outstanding problem of shortage of care services for
infants and toddlers under the age of 3 in China’s urban and rural areas,
and to achieve the livelihood goal of “providing education for young
children.” China only started to develop childcare services for infants
and toddlers under 3 years old during the 13th Five-Year Plan period.
In 2020, the number of childcare places for infants and toddlers under
the age of 3 per 1000 population is only 1.8, and the total number of
childcare places nationwide is only 2.54 million. For this reason, the 14th
Five-Year Plan uses this indicator for the first time, and by 2025, the
number of childcare places for infants and toddlers under the age of 3
per 1000 population will reach 4.5, and the total number of childcare
places nationwide will reach about 6.4 million, equivalent to more than
2.5 times the number in 2020.

Eighth, the proportion of nursing-care beds in nursing homes. This
indicator refers to the proportion of nursing-care beds to the total number
of beds in elderly care institutions, which aims to meet people’s expec-
tation of “care for the elderly.” The National Medium- and Long-term
Plan for Actively Coping with Population Aging proposes to increase the
number of nursing-care beds from 40% in 2019 to 50% in 2022 and 80%
in 2035.
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Ninth, the proportion of new subsidized housing in towns and cities to
new residents. This indicator reflects the people-oriented concept of new
urbanization, providing affordable housing for new urban residents and
creating opportunities for them to share the dividends of urbanization.

Tenth, the coverage of volunteer service sites in the community inte-
grated service facilities. The development of volunteerism is important for
building a society of common prosperity and is conducive to improving
the level of social governance at the grassroots level. This indicator is also
the planning target proposed by the Ministry of Civil Affairs in the 14th
Five-Year Plan for the development of civil affairs.

Eleventh, the coverage rate of township (street) wide elderly care
service institutions with comprehensive functions. This indicator reflects
the strengthening of the provision of community elderly services in
response to the aging of the population, and the construction of a pattern
of community participation in elderly care. This indicator is also a plan-
ning indicator proposed by the Ministry of Civil Affairs in the 14th
Five-Year Plan for the development of civil affairs.

In conclusion, the development and security indicator is an important
indicator that puts the people at the center and reflects the develop-
ment ability of all the people and fully reflects the superiority of the
socialist system: investing in the people, improving the people’s liveli-
hood, improving the development ability of the people and enhancing
their happiness.

5.2.5  People’s Welfarve Indicators

First, the per capita disposable income of residents. Continuously raising
the income level of all people and expanding the middle-income group?”
are the prerequisites for promoting the common prosperity of China’s
urban and rural residents. As China’s total population has entered the
peak plateau period, it is possible to achieve the growth of disposable
income of residents in line with the growth of GDP. By 2035, the national

27 The middle-income group refers to a group with stable income, substantial families,
comfortable living, and consumption levels and lifestyles that are compatible with the
level of economic and social development over a period of time. See “Interpretation of the
Fourteenth Five-Year Plan for National Economic and Social Development of the People’s
Republic of China and Outline of the Vision 20357, edited by the Committee on Finance
and Economy of the National People’s Congress and the National Development and
Reform Commission, China Planning Press, 2021, p. 378.
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per capita disposable income of residents will double from 32,200 yuan
in 2020 to more than 64,400 yuan, and according to the annual income
of a family of three from 96,600 yuan to 193,100 yuan, reaching the
standard of middle-income families of the National Bureau of Statis-
tics that the group with an average annual household income between
100,000 yuan (annual per capita income of 33,000 yuan) and 500,000
yuan (annual per capita income of 165,000 yuan).”® Looking at the
income levels of residents by quintiles (see Table 5.2), the population
entering the middle-income range grows from about 576 million people
in 2020 to about 1168 million people in 2035, and there are still 20% of
low-income households with about 292 million people who have not yet
reached the middle standard. For the purpose of international compar-
ison, the international middle-income standard proposed by the World
Bank should be used: 10-100 international dollars per person per day
of income or expenditure. According to the calculation of the private
consumption purchasing power parity conversion factor provided by the
World Bank,?? the daily income per person in China will rise from 21
international dollars in 2020 to 42 international dollars in 2035, all of
which will reach the middle-income level and become a middle-income
society with a very large population size in the world, and a major sign
of common prosperity for everyone. Among them, 20% of high-income
households will have a per capita daily income of over 100 international
dollars, placing them at the world’s high-income level. Meanwhile, 20%
of upper-middle-income households will have a per capita income of
more than 50 international dollars, and 20% of middle-income house-
holds will have a per capita income of over 30 international dollars. 20%
of lower-middle-income households will have a per capita income of over
20 international dollars, while 20% of low-income households will surpass
the middle-income threshold and become the focus of state and societal
support. China will roughly form a 4 to 1 new pattern of redistribution or
three distributions, namely, concentrating 80% of the population to help

28 See National People’s Congress Committee on Finance and Economy and National
Development and Reform Commission, eds., “Interpretation of the Outline of the Four-
teenth Five-Year Plan of the National Ecomomic and Social Development of the People’s
Republic of China and the Vision 2035,” China Planning Press, 2021, p. 378.

29 The PPP conversion factor is the number of units of a country’s currency needed
to purchase the same amount of goods and services in the domestic market as would
be purchased in the United States using one dollar. This conversion factor is applied to
private consumption (i.e., household final consumption expenditures).
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20% of the key people, which better reflects the superiority of the socialist
system. Consideration can be given to designing a national or regional
basic income standard, based on which direct transfers from the central
government to localities will be implemented, with the scale of transfers
accounting for about 2% of GDP to subsidize or support 20% of the key
population. Low-income people, with a total population size of less than
300 million, are mainly rural low-income people. We will increase their
per capita daily income from 10.4 international dollars to about 20 inter-
national dollars, fully reflecting the advantages of the socialist society’s
system of “supporting the weak.”

Second, the Engel coefficient of urban and rural residents. Engel
coefficient refers to the proportion of household food consumption
expenditure to total consumption expenditure, which is inversely corre-
lated with per capita income or consumption level and can reflect the
actual living standard and quality of urban and rural residents. Since the
reform and opening up, the Engel coefficient of urban and rural resi-
dents in China has shown a continuous and rapid decline and convergence
(see Table 5.3), from absolute poverty (above 60%) to subsistence (above
50%), to moderate prosperity (above 40%), to affluence (above 30%), and
will successively enter the stage of more affluence (less than 30%). The
two indicators are expected to decline from 27.6% and 30.0% in 2019
to 25.5% and 27.9% in 2025, and further to 21.3% and 23.0% in 2035,
respectively. This fully reflects the level of “higher quality of life” and also
reflects the trend of significantly narrowing the gap between the real living
standards of urban and rural residents.

Third, life expectancy per capita. This indicator refers to the average
number of years a newborn baby is expected to survive and is a compre-
hensive reflection of health care, people’s health, quality of life, and social
development, and is one of the three synthetic indicators of the United
Nations Human Development Index, as well as an objective indicator that
fully reflects health equity. The most important indicator of moderniza-
tion is still people’s health, which is the basis of people’s happy lives.
General Secretary Xi Jinping pointed out that “people’s health is an
important symbol of socialist modernization.”3® By 2025, China’s per
capita life expectancy will increase by one more year to 78.5 years. The

30 “Showing Greater Efforts in Serving and Integrating into the New Development
Pattern and Striving to Write the Fujian Chapter of Building a Comprehensive Socialist
Modern State,” People’s Daily, March 26, 2021.



A. HU AND S. ZHOU

118

9/T'% Jo 1015¢] wors1oAU0d uondwmnsuod aead g0 Y3 Aq painseswr oIe sIe[jop [euoneuraiul agrel rordnmuw swodur eided 1od oy Aq
pamseawr a1e vIep Ge07 65 "d ‘T70T ‘SSIJ $onsneI§ BUIYD ‘[70T IOBNSQY [Ed0SHeIg BUMYD ‘SONSHelS JO Neding [eUOHEN WOy dIe )z JO eie( 220N

9¢l 89 ¥8.°0T T6€°01 (%0T) SIUIPISIT [eINT JO SPIOYISNOY SSE-I[PPI-TIMO]
19 re 79¢€6 789% (%07¢) SIUIPISAI [eINI JO SP[OYISNOY IWOIUT-MO]
§Te Tl 9T ¥ TeTLT SIUOPISAT Termy
S'LS 8'8C 899°/8 Fegcy SJUAPISII UeqI()
(%02)
8501 6'CS $9.L 18% 788°0%C SP[OYasNOY dWOIUT-YSIEY
(%02)
(44 14T TE0°L¥T 915‘eTI proyasnoy 1ddn J[ppry
(%02)
9¥¢ €L1 P6¥°LST L¥L8L SP[OYASTIO]-2WOdUT A[PPIN
(%02)
L'1e 801 85986 6te‘6¥ 3SNOY JPPIW-10MO]
(%02)
70T TS ¥IT'LY L09°€T SP[OYASNIOY WOIUT-MOT
vy (a4 8T1'€61 $95°96 SJUDPISAT [BUOTIEN
se0c 0coc $€0T 0coc
(Z10z
U1 SAVJIOY [VU0IIVUAITUL)
amosur (jrvy v11dws 4ad (uwnk) wvndvs 4ad amoiur
SPAVPUVIS [DU0LIVULIIU] TONUUY VI PAVPUDIS ISIULLY))

(6€07—0707) sepumb Aq swodur ojqesodsip eides 1od pue [euoneN 'S 9[qel,



5 PROSPECTS FOR BUILDING A COMMON PROSPERITY ... 119

Table 5.3 Engel coefficient of urban and rural households in China (1978-
2035)

Year Urban resident households (%) Rural vesident households (%)
1978 57.5 67.7
2000 37.7 49.1
2010 35.7 41.1
2019 27.6 30.0
2025 25.5 27.9
2030 234 25.8
2035 21.3 23.0

Note Data of 1978, 2000, and 2010 are from the National Bureau of Statistics, China Statistical
Abstract 2012, China Statistics Press, 2012 edition, p. 104; data of 2019 are from the National
Bureau of Statistics, China Statistical Abstract 2020, China Statistics Press, 2020 edition, p. 57; data
for 2025, 2030, and 2035 are the authors’ calculations

“Health China 2030” Plan Outline proposes the goal of reaching 79 years
of age by 2030. By 2035, it will reach 79.5 years (see Appendix),3! close
to the level of OECD countries (80.9 years in 201932). By 2030, life
expectancy per capita in China will be improved significantly, the level of
the main health indicators of the population will enter the ranks of high-
income countries, and health equity will be basically realized.?3 For this
purpose, the indicator of healthy life expectancy per capita can be intro-
duced to improve simultaneously with the indicator of life expectancy per
capita.

Fourth is the Human Development Index (HDI). This indicator is the
core indicator of human development advocated by the United Nations,
which is a composite indicator based on three dimensions: life expectancy,

31 According to the Lancet, life expectancy in China will reach 81.9 years in 2040.
32 World Bank Database.

33 In 2018, China’s per capita life expectancy was 77 years, and healthy life expectancy
was 68.7 years, a difference of 8.3 years, which means that residents have roughly more
than 8 years to survive with illness. The Opinions of the State Council on the Imple-
mentation of Health China Action issued in July 2019 proposes to implement health
promotion actions for the elderly, and states that it is important to popularize dietary
nutrition, physical exercise, regular medical checkups, for the elderly health management,
mental health and rational use of drugs, improve the health service system for the elderly,
improve the policy on home and community-based elderly care, promote the integration
of medical care, explore the long-term care insurance system, create a livable environment
for the elderly, and promote the realization of healthy aging of the population.
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education level, and quality of life (gross national income per capita,
purchasing power parity, 2011 international dollars), using a standard-
ized calculation method. In 2019, China’s Human Development Index
reached 0.761, ranking 85th out of 189 countries in the world. By 2035,
China’s HDI is expected to improve to 0.850 (see Table 5.4), ranking
in the top 40 in the world.?* This is one of the comprehensive measure-
ment markers for China to become a medium-developed country. Gross
human development (defined as the product of HDI and total popula-
tion) will rise from 1.073 billion HDI in 2019 to 1.226 billion HDI in
2035, a cumulative increase of 14.3%, with an average annual growth rate
of 0.8%. For this reason, the author particularly recommends the adoption
of HDI as the most important indicator for achieving common prosperity
for international comparison, and to gain support from the international
community (such as the United Nations Human Development Program
and other agencies) and third-party assessment. This will greatly promote
the global cause of human development and provide Chinese solutions
and experience for developing countries to reduce poverty and achieve
modernization and common prosperity.

According to the human development trend of each region in China, it
is expected that by 2035 all regions in China will enter the extreme high
human development index group (see Tables 5.5). In 2020, all regions
of the country, except Tibet, which belongs to the medium HDI group,
will reach the high HDI level, accounting for 75.7% of the total popula-
tion; those reaching the extreme high HDI level will account for 23.8%
of the total population. All regions of the country will have significantly
increased their HDI from 2020 to 2035. The proportion of the popula-
tion in the high HDI group to the total population will decrease from
75.7% in 2020 to 10.8% in 2035, and the proportion of the popula-
tion in the extreme high HDI group to the total population will increase
from 23.8% in 2020 to 89.2% in 2035 (see Tables 5.5), which indicates
that 90% of the Chinese population enters a state of extreme high human
development. This is one of the major international markers for achieving
common prosperity for everyone in 2035, reflecting the trend of equal-
ization of major public services and the basic convergence of the HDI in
all regions of the country, and a strong proof that the Chinese socialist
system promotes human development.

34 Equivalent to the 2019 HDI for Croatia (0.851), which ranks 43rd out of 189
countries.
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Table 5.5 Share of HDI groups in total national population by region (31
regions) (2020-2035) (Unit: %)

Group 2020 2025 2030 2035
Moderate HDI group (less than 0.70) 0.8 0 0 0

High HDI group (0.70-0.79) 75.7 53.4 25.5 10.8
Extreme high HDI group (>0.80) 23.8 46.3 74.2 89.2

Note The data in this table was measured with the assistance of Shi Zhidan

In conclusion, the objective to promote common prosperity for all is
a cornerstone of the 14th Five-Year Plan and the 2035 vision. It aligns
with the interests of over 1.4 billion people and represents a comprehen-
sive approach to enhancing the quality of life for all. The goals are clearly
defined and measurable, providing a framework for ongoing monitoring
and evaluation, both at the national and local levels. Additionally, the
objectives align with the Human Development Index, a widely recognized
global benchmark for human progress, and will have a transformative
impact on global economic and human development. By striving toward
these goals, China aims to lead the way in creating a more equitable and
prosperous future for all.

Realizing common prosperity for everyone is a long-term journey that
will span multiple stages of development, including the transition to the
intermediate stage of socialism and beyond. While the year 2035 serves as
a crucial first step toward achieving this goal, it is important to understand
that it is just the beginning of a larger and more ambitious objective.
Hence, it is imperative to adopt a proactive and determined approach
toward this objective, while being grounded in reality and constantly
seeking the truth through practical and evidence-based measures. In
doing so, we can make substantial progress toward creating a society
“where all individuals are able to achieve common prosperity by 2035
and beyond.”3?

35 «proposals for formulating the 14th Five-Year Plan (2021-2025) for National
Economic and Social Development and the Long-Range Objectives Through the Year
2035,” People’s Daily, November 4, 2020.
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CHAPTER 6

The Major Task of Promoting Common
Prosperity in the New Era

The main goal of achieving common prosperity is to comprehensively
narrow the gap between urban and rural areas, regional development,
and residents’ income, achieve equalization of basic public services for
all people, and achieve “more obvious and substantial progress in the
common prosperity for everyone” by 2035. This is an important part of
China’s socialist modernization strategy to enrich the people (common
prosperity) and strengthen the country. For this purpose, according to
the Outline of the 14th Five-Year Plan, we propose an action plan to
study and formulate how to promote common prosperity and clarify the
basic direction, main objectives, key tasks, pathways, methods, and policy
measures for common prosperity.

6.1 ADHERE TO THE BASIC
SociarList EcoNnoMIC SYSTEM

Adhere to the basic socialist economic system of China and unswerv-
ingly follow the path of common prosperity for everyone. The provi-
sions outlined in the Fourth Plenary Session of the 19th CPC Central
Committee clearly defined the basic socialist economic system, which
encompasses public ownership as the primary form, while multiple owner-
ship systems coexist and flourish in a joint development model. Labor-
based distribution remains the foundation, while multiple distribution
methods are allowed to coexist, forming the socialist market-economy
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system. These elements work together to establish the fundamental prin-
ciples of the basic socialist economic system. These efforts are critical to
promoting common prosperity and will help to build a brighter future for
everyone.

In order to achieve common prosperity, it is imperative to adhere
to the principles of the socialist market-economy system. This system
combines the strengths of a market economy with the basic principles
of socialism, maximizing the market’s role in resource allocation while
also leveraging the government’s competence. This results in an effective
balance between market forces and government intervention, promoting
the creativity and vitality of market participants, and ensuring that
the benefits of economic growth are equitably distributed throughout
society. An important role of an effective government is to encourage
entrepreneurship and ensure employment. The nation’s market subjects
are both entrepreneurial subjects and subjects of middle-income groups.
On September 6, 2021, the head of the State Administration of Market
Supervision pointed out that from 2012 to the end of July 2021, China’s
market subjects grew from 55 to 146 million, an increase of nearly 100
million, and individual business houscholds increased from 40 to 98
million. The number of private and individual employment rose from
199.25 million in 2012 to 405.24 million in 2019,! more than doubling,
increasing its share of national employment from 26.0% to 52.3%, an
increase of 26.3%, or an average of 3.8% per year, creating the largest
number of new jobs in the world.? By 2035, the total number of market
entities in China will increase by another 100 million to 250 million,
which are not only the subjects of creating various types of employment,
but also the economic subjects of creating various kinds of wealth, and
moreover, the social subjects of achieving common prosperity and jointly
utilizing and giving full play to the scale effect of the large unified market
unique to China.

Adhere to the public sector as the mainstay, the common develop-
ment of a variety of ownership of the economy. First, vigorously play

1 See National Bureau of Statistics, China Statistical Abstract 2020, China Statistics
Press, 2020 edition, p. 40.

2 According to the World Bank database, in 2020, China’s labor force reaches 22.9%
of the world’s population, significantly higher than India’s labor force as a share of the

world’s population (13.9%) and significantly higher than China’s total population as a
share of the world (18.2%).
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the important role of the public sector economy in promoting common
prosperity. To ensure the sharing of development benefits by all people in
China, public ownership and the dominant role of state-owned enterprises
play a crucial role as institutional guarantees. They have made signif-
icant contributions to advancing national progress, enhancing financial
stability, improving living standards, delivering essential public services,
reducing disparities in development, and maintaining national security
and growth. These institutions also serve as critical support for preserving
the CPC’s leadership and the socialist system. After more than 70 years
of continuous accumulation, China’s state-owned economy has grown
and the efficiency of state-owned capital allocation has been continu-
ously improved. By 2020, national state-owned assets will reach 635.2
trillion yuan, equivalent to 988 times the national capital stock in 1978
(643 billion yuan), with an average annual growth rate of 17.8% in
nominal terms, exceeding 11.3% from 1952 to 1978,% equivalent to
6.25 times the total GDP in 2020 (101.6 trillion yuan).* Overall, state-
owned assets still dominate the total assets of society, and the state-owned
economy still dominates, both of which belong to the common wealth
of all people and are the largest resource base for achieving common
prosperity for everyone. The Fifth Plenary Session of the 18th CPC
Central Committee proposed that “private enterprises should be encour-
aged to enter more fields in accordance with the law, and non-state capital
should be introduced to participate in the reform of state-owned enter-
prises,” and state-owned enterprises, especially central enterprises, should
actively and steadily promote mixed-ownership reform. According to the

3According to the author’s calculation, in 1952, the total value of fixed assets in
the country was 40-50 billion yuan, among which, the total value of fixed assets of
state-owned enterprises accounted for 48-60%; by 1978, the national capital stock was
643 billion yuan, among which, the total value of fixed assets of state-owned enterprises
accounted for 80% and was 514.4 billion yuan. 1952. The average annual growth rate
was 12.5% in 1978. See Hu Angang, A Treatise on the Political and Economic History of
China (1949-1976), Beijing: Tsinghua University Press, 2008, p. 564.

4 Among them, the total capital assets of state-owned enterprises were RMB 268.5
trillion, the total assets of state-owned financial enterprises were RMB 323.2 trillion,
and the total state-owned assets of administrative institutions were RMB 43.5 trillion.
In addition, the total area of state-owned land nationwide was 523.338 million hectares,
accounting for 54.5% of the total land area. See “Promoting the optimization of layout
and structure to enhance the efficiency of state-owned capital allocation”, “Optimizing the
pattern of development and protection to enhance the efficiency of resource utilization,”
People’s Daily, October 22, 2021.
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information released by SASAC, the number of enterprises with mixed-
ownership systems in central enterprises accounts for more than 70%,
and listed companies have become the main carrier of mixed reform in
central enterprises, with 67% of total assets, 65% of operating income
and 86% of profits of central enterprises coming from listed compa-
nies. The mixed-ownership reform has promoted various types of owned
capital to complement each other’s strengths, promote each other, and
develop together, effectively improving the allocation and operational
efficiency of state-owned capital.> Therefore, based on the fundamental
position of the state-owned economy in the national economy, we should
firmly support state-owned capital and state-owned enterprises to become
stronger, bigger, and better, and enhance the competitiveness, innova-
tion, control, influence, and risk resistance of the state-owned economy.
Among them, the number of Chinese enterprises (including Hong Kong)
in the “World Top 500” has risen from 9 in 2000 to 124 in 2020, of
which 92 are state-owned enterprises. In fact, state-owned enterprises not
only have the goal of pursuing corporate efficiency but also undertake
the strategic objectives given by the state, such as safeguarding the macro
economy, promoting economic development, maintaining national secu-
rity, achieving social harmony, etc.® It also fully reflects the advantages
of state-owned economic system, scientific and technological innova-
tion, international competition, and prevention of major risks. As General
Secretary Xi Jinping has repeatedly stressed, “State-owned enterprises are
an important material and political foundation of socialism with Chinese
characteristics and an important pillar and relying force for the Party to
govern and prosper the country.” Second, vigorously develop the non-
public economy so that it can play an increasingly large role in promoting
common prosperity. Since the reform and opening up, the non-public
economy has developed rapidly, playing a role of “half of the moun-
tain” in promoting economic growth, creating jobs, innovating science
and technology, increasing tax revenue, etc., and has become an impor-
tant part of the socialist market economy with Chinese characteristics.
The private economy contributes more than 50% of China’s tax revenue,
more than 60% of GDP, more than 70% of technological innovation, more

5 See Li Wenjia, “Peng Huagang: State-Owned Central Enterprises Have Undergone
Profound Changes in Four Important Areas,” Corporate Observer, October 18, 2021.

6 See Zhang Yu et al., “Socialist Political Economy System with Chinese Characteristics:
Operation, Development, Openness”, Beijing: Higher Education Press, 2021, pp. 138-139.
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than 80% of urban labor employment, more than 90% of the number of
enterprises, and has become the largest foreign trade entity in China.”
The number of non-state-owned enterprises has grown from small to
large and from weak to strong, and the number of them entering the
“World Top 500” has increased from 1 in 2004 to 32 in 2020, becoming
the “Emerging Corps of China.” The biggest difference with the private
economy of western capitalist countries is that both the public economy
and the non-public economy in China are important components of
the socialist market economy with Chinese characteristics, and are the
economic basis for the development of socialist society in China, which
can be regarded as the two-legged approach of the eastern giant of China.
On the road to “common prosperity,” the two complement each other
and give full play to their respective advantages and roles.

Improve the system in which distribution according to labor is the
mainstay and multiple modes of distribution coexist. The Decision
of the CPC Central Committee on Several Major Issues Concerning
Adhering to and Improving the Socialist System with Chinese Char-
acteristics and Promoting the Modernization of the State Governance
System and Governance Capability, adopted at the Fourth Plenary Session
of the 19th CPC Central Committee, established this system as the
basic economic system of China for the first time and adhered to and
improved it. The first distribution is to adhere to the socialist principle
of distribution according to labor, adhere to the principle of more work
for more pay, focus on protecting the labor income of workers, espe-
cially raising the labor compensation of front-line workers, continuously
increasing the proportion of labor compensation in the initial distribu-
tion,® accounting for at least 50% of the total income of the initial

7 See Zheng Wujing, “Exploration of the Basic Economic System and the Road to
Common Wealth,” People’s Daily, November 4, 2021.

8 Workers> remuneration refers to the total remuneration that workers should receive
for engaging in production activities, including both monetary and in-kind forms of
remuneration.
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distribution,” improve the mechanism of reasonable wage increase, espe-
cially raising the income of low-income groups,!® implement the action
plan to expand the middle-income group and continuously increase the
proportion of the middle-income group. Insisting on the coexistence
of various distribution methods and continuously improving the policy
system of distribution according to various production factors (labor,
capital, land, knowledge, technology, management, information, etc.) is
conducive to mobilizing the enthusiasm of various economic agents to
create various social wealth (economic, social, cultural, intellectual and
ecological wealth, etc.). The government should promote various types of
economic organizations to fulfill not only their external social responsibil-
ities but also their internal social responsibilities, and narrow the income
gap within economic organizations. In general, the initial distribution
is the result of market allocation of factors, but it is also necessary to
focus on regulating the order of the initial distribution. In particular,
Wang Shaoguang believes that the most important thing to curb the
trend of widening income disparity is to make great efforts in the initial
distribution.

Improve the redistribution mechanism. The secondary distribution is
to improve the national (government) redistribution adjustment mech-
anism, the core of which is to build a fiscal and tax policy system that
is conducive to common prosperity, establish and improve personal or
family income and property information systems, improve the personal
income tax system, strengthen tax regulation and supervision of high-
income earners, protect legal income, resolutely outlaw illegal income,
and reasonably enhance the role of income tax, property tax, and other
taxes in regulating income distribution.!! Improve a high-quality social

9According to the 2019 Statement of Financial Flows (Non-Financial Transactions)
(II), workers’ compensation totaled 51.42 trillion yuan, accounting for 52.3% of the total
income of the initial distribution (which was 98.38 trillion yuan). See National Bureau of
Statistics, China Statistical Yearbook 2021, China Statistics Press, 2021, p. 101.

10 1n 2020, the per capita disposable income of low-income households (20%) in the
quintile nationwide is $7869, equivalent to an income of $5.20 per person per day,
which is still below the world’s high poverty line of $5.50. Even if disposable income per
capita doubles by 2035, it is still just above the world middle-income floor of 10-100
international dollars per person per day.

11 According to the 2019 flow of funds table, property income totaled 19.22 trillion
yuan, accounting for 19.5% of total initial distribution income; income tax, property tax,
and other current taxes were 477.3 billion yuan, accounting for 4.8% of total initial
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security system covering all people. By 2020, the number of social secu-
rity card holders nationwide will reach 1.335 billion, directly benefiting
more than 120 million retirees. In particular, the basic pension insur-
ance participation rate will increase from more than 90% (999 million
people) in 2020 to more than 95% in 2025, achieving full coverage for
all people by 2035, while gradually increasing the level of basic pension
for urban and rural residents; health service system is more complete,
providing basic public services for all people and achieving a significantly
higher level of parity.

Emphasize the role of the tertiary distribution, actively develop social
philanthropy, and vigorously advocate conscious and voluntary relief of
the poor and needy. Vigorously promote corporate ESG investment and
continuously enhance the awareness of corporate social responsibility. In
addition, actively explores the realization form of the tertiary distribution,
with the social system playing a distributive role as the defining standard.
Playing the role of the social system for common prosperity and creating
a social and cultural atmosphere of wealth for good is also an important
aspect of the superiority of the socialist system.

6.2 COMPREHENSIVE IMPLEMENTATION
OF RURAL REVITALIZATION STRATEGY

General Secretary Xi Jinping pointed out that “the modernization of agri-
culture and rural areas is the general goal of implementing the rural
revitalization strategy” and “the work of the three issues of agriculture
in the new era must be promoted around the general goal of modern-
izing agriculture and rural areas.”!? This is a major shift and upgrade
of the focus of China’s “three issues of agriculture.” The 14th Five-
Year Plan proposes that “the road of socialist rural revitalization with
Chinese characteristics, the comprehensive implementation of the rural
revitalization strategy, the strengthening of work to supplement agri-
culture, urban and rural areas, and the promotion of the formation of
a new industrial-agricultural-urban-rural relationship of mutual promo-
tion, complementary urban and rural areas, coordinated development and

distribution income. See National Bureau of Statistics, China Statistical Yearbook 2021,
China Statistics Press, 2021, p. 101.

12 The Governance of China, Volume III, Foreign Languages Press, 2020 edition,
p. 257.
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common prosperity, to accelerate the modernization of agriculture and
rural areas.”!® This is exactly the way to realize the common prosperity
of the rural population.

Enhancing the modernization of agriculture is a pivotal objective in
China’s agricultural development and an integral part of implementing
the rural revitalization strategy. The fundamental way out for agriculture
lies in modernization, but the modernization of agriculture in China is
not an isolated modernization, but a modernization of “four synchroniza-
tion,” that is, the “parallel mode” of industrialization, informatization,
urbanization, and agricultural modernization.'* However, among the
“four synchronization,” agricultural modernization is the biggest short
board but also has the biggest development potential. China can make full
use of industrialization, urbanization, informatization, and e-commerce!®
to drive and promote agricultural modernization, give new momentum to
agricultural and rural modernization, and innovate a new era of agricul-
tural and rural development model. In the near future, China will make
significant progress in agricultural modernization, based on building a
modern agricultural industrial system, optimizing the agricultural struc-
ture, combining agriculture, forestry, animal husbandry, and fishery,
integrating the primary, secondary, and tertiary industries, enhancing the
industrial chain and value chain, and improving the economic, ecological

13 «Outline of the Fourteenth Five-Year Plan of the National Economic and Social
Development of the People’s Republic of China and Vision 2035,” People’s Daily, March
13, 2021.

14 See the preparation team of this book, In-depth Implementation of Rural Revital-
ization Strategy, Beijing: China Planning Press and China Market Press, 2021 edition,
p. 70.

15 Agricultural e-commerce refers to the vigorous development of agricultural e-
commerce and other new forms of new models of agriculture, encourage e-commerce
platform companies to carry out rural e-commerce services, the formation of online and
offline integration, agricultural products into the city and agricultural and consumer goods
to the countryside two-way circulation of the new pattern, also includes the implementa-
tion of special agricultural products production areas pre-cooling project and “express to
the countryside” project. Encourage Internet enterprises to establish agricultural service
platforms that link production and marketing, and accelerate the development of e-
commerce involving agriculture. See National Development and Reform Commission,
“The 13th Five-Year Plan of the National Economic and Social Development of the People’s
Republic of China” Guidance Reading Book, People’s Publishing House, 2016 edition,
p. 113.
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and social benefits. The construction of a modern agricultural produc-
tion technology system and service system is the fundamental support,
and we should accelerate the construction of agricultural mechanization,
water conservancy, information technology, intelligence, green, standard-
ization, such as to increase the comprehensive mechanization rate of crop
cultivation, seeding, and harvesting to 75% by 2025, and to increase
to more than 80% by 2035, fundamentally changing the reliance on
human and animal power and traditional agricultural production methods
of “depend on Heaven for food.” We should also improve the utiliza-
tion rate of agricultural resources, land productivity, product value-added
rate and labor productivity, and enhance the comprehensive agricultural
production capacity and risk resistance capacity. With the development of
modern agriculture in terms of scale, intensification, and specialization, it
is necessary to accelerate the training of a new generation of professional
farmers and the formation of high-quality agricultural entrepreneurs and
production and management team.

Achieving rural modernization is not only an important goal of China’s
modernization but also the goal of implementing a rural revitalization
strategy. As General Secretary Xi said, “Rural modernization includes
both the modernization of ‘things’ and ‘people’, as well as the modern-
ization of rural governance system and governance capacity. We should
adhere to the design of agricultural modernization and rural modern-
ization as one and promote them together to realize the leap from a
large agricultural country to a strong agricultural country.”'® The world
modernization process shows that agricultural modernization and rural
modernization are a whole and must be integrated and coordinated.

Rural modernization will reach a new level. The goal of “beauty
of rural area” is basically realized, and the rural living environment is
obviously improved, especially the rural water, electricity, roads, gas,
communications, radio and television, logistics, unified planning, stan-
dards, construction, and management and services, basically reaching
the modernization level of local towns. The rural ecological environ-
ment has fundamentally improved, the basic realization of beautiful and
livable countryside, so that rural tourism has become a new impetus for
rural development. To modernize farmers, China needs to incorporate

16 The Governance of China, Volume III, Foreign Languages Press, 2020 edition,
p. 258.
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the training of young individuals in this field into the national prac-
tical personnel training program, as requested by General Secretary Xi
Jinping, to ensure the success of the agricultural industry.!” This depends
on the modernization of farmers” human capital, which is expected to
increase from 31% in 2018 to more than 60% in 2035 for those with
high school or higher education and especially to increase the proportion
of those with college education or higher, so as to create a large number
of new farmers with professionalism, specialization, and high quality and
to promote a significant improvement in the quality of farmers’ employ-
ment. The goal of “enriching farmers” will be basically achieved, and the
productivity and income level of farmers will continue to improve, with
agricultural labor productivity expected to increase from 44,000 yuan per
person in 2020 to more than 90,000 yuan per person in 2035, and the
per capita disposable income of farmers will increase from 17,100 yuan
to more than 35,000 yuan, equivalent to a daily income of more than
22 international dollars per person and the proportion of low income
continues to decrease. The aim of modernizing rural governance has been
largely attained, with rural grassroots party organizations serving as the
driving force behind the promotion of rural governance. They lead the
way for farmers to establish various cooperatives, expand new collective
and mixed economies, revitalize underutilized rural resources, and foster
collective and farmer-led shareholder initiatives. We should also actively
expand the channels for farmers to increase their income, increase their
income from various types of property (property, agricultural land, and
forestry, agricultural machinery, financial assets, etc.), introduce various
kinds of social capital, vigorously develop the rural mixed-ownership
economy, grow the rural collective economy and increase the collec-
tive income of rural areas. Refine regular support mechanism for rural
low-income population, including the provision of rural public welfare
jobs, increase labor income, and lead farmers on the road to common
prosperity.

The implementation of a rural revitalization strategy requires
promoting integrated urban-rural development and continuously
narrowing the development gap between urban and rural areas. In terms
of policy orientation, it should accelerate the integration of urban and

17 The Literature Research Office of the Central Committee of the Communist Party
of China edited, Selected Important Documents since the 18th National Congress, Central
Literature Publishing House, 2014 edition, p. 679.
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rural infrastructure construction, promote the connection of urban and
rural markets, promote the convergence of income and consumption
expenditure of urban and rural residents, equalize basic public services,
unify standards and parallel systems.'® The implementation of China’s
rural revitalization strategy should be integrated with the development of
new urbanization, so as to be focused, distinctive, and sustainable.

Strengthen the regular support for the rural low-income population.
Carry out dynamic monitoring of the rural low-income population and
implement tiered and classified assistance. For the rural low-income popu-
lation with working ability, China insists on development-type assistance,
and help them improve their endogenous development ability through
developing industries and improving their employment capacity so that
they can become rich by hard work. For those who have lost their working
ability, based on the existing social security system, they will be included in
the scope of rural low-income insurance or special hardship assistance and
support, and given special assistance and temporary assistance according
to the type of difficulty in a timely manner.!” After the completion of the
target task of poverty eradication, the 14th Five-Year period should serve
as a consolidation phase for poverty eradication in counties under poverty,
so as to “ride with someone after helping the person get on a horse.”
During the transition period, we should maintain the overall stability of
the existing major support policies, and optimize and adjust them one
by one, reasonably grasp the rhythm, strength, and time frame, gradu-
ally realize a smooth transition from concentrating resources to support
poverty eradication to comprehensively promote rural revitalization, and
promote the historical shift of the focus of the “three issues of agriculture”
work. China has also been working on the implementation of various poli-
cies to ensure that no gaps are left in the work and no gaps are left in the
policies.

18 See National People’s Congress Committee on Finance and Economy and National
Development and Reform Commission, eds. “Interpretation of the Outline of the Four-
teenth Five-Year Plan of the National Economic and Social Development of the People’s
Republic of China and Vision 2035,” China Planning Press, 2021, p. 317.

19 gee “Opinions of the State Council of the Central Committee of the Communist
Party of China on Accelerating Agricultural and Rural Modernization by Comprehensively
Promoting Rural Revitalization,” People’s Daily, February 22, 2021.
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6.3 COMPREHENSIVE IMPLEMENTATION
OF THE NEW URBANIZATION STRATEGY ERA
OF SocIALISM WITH CHINESE CHARACTERISTICS

The new urbanization is people-oriented urbanization with the goal of
improving the inclusiveness, livability, and sustainability of urban develop-
ment. In the future, China’s new urbanization still has huge development
space and social demand and continues to absorb new citizens on a large
scale, absorbing at least 200 million rural transfer population by 2035. In
2020, the urbanization rate of China’s resident population was 63.89%,
while the urbanization rate of the household population was only 45.4%,
so there is still much room for improvement and the gap between the two
indicators needs to be significantly reduced. By 2035, the urbanization
rate of the resident population will reach about 80%, and the popula-
tion size will expand from 900 million in 2020 to about 1.16 billion, an
increase of about 260 million people. Even so, it is still smaller than the
scale of 340 million new permanent residents in urban areas from 2005 to
2020. Increasing the urbanization rate of the resident population is still
the biggest driving force for China’s economic development and social
progress in the future, and it is also a key area to realize the common
prosperity of everyone. The main policy measures include the following
aspects.

First, deepen and accelerate the implementation of the reform of the
household registration system to speed up the civilization of the agricul-
tural transfer population. In 2020, the proportion of urban population
in the country’s total population was 63.89%, but there were still 261
million people with agricultural registration, which can be increased by
18.5% if they are converted locally. According to the 14th Five-Year Plan,
two major household settlement targets and policies will be implemented
as a matter of priority: to abolish all household settlement restrictions in
cities with a resident population of less than 3 million, to fully relax the
conditions for settling in large Type I cities with a resident population of
3-5 million, and to gradually implement the policy of integrating house-
hold settlement in mega cities with a resident population of more than
5 million. By around 2030, the majority of large cities and mega-cities
nationwide will basically implement a residence permit system to replace
the household registration system. Therefore, the essence of accelerating
the urbanization process is to speed up the citizenship of the agricultural
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household population, accelerate the transfer of farmers, and reduce them
on a large scale in order to make them rich.

Second, further improve the coverage level and access level of the basic
public service system. Basic public services such as pensions, medical care,
and education are provided to urban residents based on their place of
permanent residence. Social security for individuals can be transferred
across provinces to facilitate settlement in different places. The central
transfer payments should fully consider the financial affordability of public
service expenditures in each region, and continuously improve the level
of equalization of basic public services between regions and between
urban and rural areas. Local governments should conduct a comprehen-
sive inventory of public property resources and invest in them as property
resources to serve the “old and young” population, so as to reduce the
number of elderly people and children left behind in rural areas.

Third, actively promote the construction of urbanization with the
county as the main carrier. This is an important carrier for absorbing
the local rural population and the population of small towns. County
economic development is an important task for China’s urbanization in
the future, and it is also the most fundamental driving force for the
development of county urbanization. As China’s urbanization moves to a
higher level, the economic development of counties in different regions of
China will show relative differentiation, and the population distribution
in different counties will also change significantly. Therefore, to effectively
grasp the direction of county urbanization development, it is important
to leverage the strengths of local resources and industries to drive county
economic growth while also aligning with China’s overall urbanization
trend and avoiding excessive construction of county towns. Furthermore,
the potential of digital technology should be fully harnessed to boost the
inherent driving force of county economic development.
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6.4 COMPREHENSIVELY ACHIEVE FULL
PARrITY OF BASsic PUBLIC SERVICES

We must insist on doing our best and living within our means to improve
the public service policy system.?® To promote the well-being of all
and address issues of social justice, ensuring equal access to basic public
services is crucial. The government’s investment in these services, which
include education, employment, insurance, health care, social services,
housing, and culture, is a testament to the strengths of China’s socialist
system and its ability to provide high-quality services at a low cost to
the population. By continuously improving these services, China can
work toward creating a fairer and more equitable society for all. Building
upon the framework of the 14th Five-Year Plan, the government aims to
further clarify the goals for providing basic public services by 2030 and
2035. This will involve refining national standards and making necessary
adjustments to better serve the needs of the population. The goal is to
establish a system of providing basic public services based on the place
of permanent residence, ensuring equal access for all residents in both
urban and rural areas. The quality and level of basic public services will be
improved in line with economic development and per capita income, with
a focus on closing the gap in service standards between urban and rural
areas. The government also aims to accelerate the process of integrating
urban and rural areas and unifying basic public service standards,?! with
a specific emphasis on improving the standard and availability of basic
public services in rural communities, to ensure full coverage and equal
access to all.

Clarify the responsibilities of governments at all levels to provide basic
public services. Reasonably increase the central and provincial govern-
ments’ responsibilities for basic public services and expenditures, with
emphasis on continuously improving the integrated service management

20 See “Central Economic Work Conference Held in Beijing,” People’s Daily, December
11, 2021.

21 See National People’s Congress Committee on Finance and Economy and National
Development and Reform Commission, eds., Interpretation of the Outline of the Fourteenth
Five-Year Plan of the National Economic and Social Development of the People’s Republic
of China and Vision 2035, Beijing: China Planning Press, 2021, p. 317.
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platform at the grassroots level, improving the standardization, special-
ization, and informatization of public services provided by grassroots
governments, and innovating the way public services are provided.

Vigorously promote the equalization of non-basic public services.
Accelerate the development of standards and lists of non-basic public
services, support the participation of various social parties, and expand
the supply of inclusive services, including the provision of diverse non-
basic public services in diverse ways such as public construction and
private operation, government purchase of services, and government-
society cooperation, to meet the diverse livelihood needs of all parties
and promote the development of diverse local service industries.

Improve the public service policy guarantee system. The first is to
continuously increase the proportion of general public budget revenue
to GDP, reaching 22% in 2015 in the first step and further increasing it
to about 25% in the second step in order to basically meet the basic public
service needs of more than 1.4 billion people. The second is to improve
the efficiency of basic public services, including the size of the population
served, key populations, and key regions, and the improvement of major
livelihood indicators, especially employment, social security, healthcare,
education, culture, and people in need (such as low-income people and
the disabled). In particular, the priority is to promote the national coor-
dination of basic pension insurance, which will help protect and facilitate
the payment of pensions to the elderly population.

6.5 FoCUSES ON SUPPORTING SPECIAL TYPES OF AREAS’
COMPREHENSIVE REVITALIZATION AND DEVELOPMENT

China’s regional unbalanced development characteristics will persist for a
long time, and we should focus on implementing a comprehensive revi-
talization development strategy with the whole country’s efforts. This
includes old revolutionary regions (Central Soviet Region, Shaanxi-Gan
Ning, Dabie Mountain Region, Left, and Right River Region, Sichuan-

Shaanxi and Yimeng Old Region), ethnic regions, border region,?? areas

22 China has the longest land border and the largest number of neighboring countries
in the world, with a total land border length of about 22,000 km and borders with 14
countries.
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out of poverty,”? ecological degradation areas (including high altitude
areas), resource depletion areas and old industrial cities, involving nearly
400 million people.’* These areas are relatively backward in terms of
economic and social development levels and have become the promi-
nent short board of China’s coordinated regional development. They are
also fragile ecological environment areas in China and are responsible for
important functions such as ecological security, energy security, border
security, etc. They are the most difficult and important part of the national
coordinated regional development strategy and require the country to
implement a comprehensive revitalization strategy.

We should implement the grand strategies of sustainable development,
high-quality development, green development, synergistic development,
and common development, gradually realizing the goal of common pros-
perity, and make efforts to promote the comprehensive revitalization and
development of special types of areas. Precise policies will be applied
to different types of areas to solve the long-term support mechanism
for relative poverty and continuously stimulate endogenous development
momentum, and it is expected that after three five-year plans, by 2035
special types of areas will be higher than the national average in terms
of per capita gross regional product and per capita income of residents.
The above policies will strive to narrow the gap with the national average,
strive for basic public services to approach or reach the national average,
improve infrastructure interconnection and interoperability, improve the
level of economic, social, and ecological development, and gradually
narrow the development gap between special type areas and developed
areas.

The National Development and Reform Commission’s “14th Five-Year
Plan for the Revitalization and Development of Special Types of Regions”
has constructed a “1+N” policy system for comprehensive revitalization.
To enhance regional development, separate plans should be created for

23 By 2020, a total of 832 poverty-stricken counties nationwide will have all been
removed, 128,000 poverty-stricken villages will have all been listed, and the problem
of regional poverty in 14 concentrated contiguous special hardship areas will have been
solved. See Information Office of the State Council: “Chinese Practice of Human Poverty
Reduction,” People’s Daily, April 7, 2021.

24 Gee National Development and Reform Commission Writing Team, “Promoting
Poverty Alleviation and Revitalizing Development in Special Types of Areas,” China
Planning Press, 2020, pp. 226-227.
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each type of region. The mechanism for central coordination, provin-
cial overall responsibility, and city and county implementation should be
improved. This will address long-standing issues such as the underde-
veloped economy, homogeneous industrial structure, low-income level
of residents, inadequate basic public services, poor infrastructure inter-
connectivity and efficiency, resource depletion, and poor ecological envi-
ronment. Accurately positioning regional development, implementing
policies effectively, and improving long-term support mechanisms will
increase the capacity and power of endogenous development. The well-
being of the people should be the core goal, and new models and
approaches to revitalizing development should be developed. The unique
cultural, ethnic, and ecological advantages should be transformed into
economic advantages, special tourism industries should be developed,
and the protection of border, ecological, resource, and industrial secu-
rity should be strengthened. These efforts, along with the provision of
national and regional public products, will contribute to the prosperity
and strength of the entire country.

6.6 Focus oN HELPING LOW-INCOME
PEOPLE WITH SPECIAL DIFFICULTIES

The low-income group mainly refers to 20% of low-income households,
with about 282 million people belonging to about 100 million house-
holds. In 2020, the per capita disposable income of low-income people
was 7869 yuan, equivalent to 5.2 international dollars per person per
day, and even if the per capita income doubles by 2035, it will only
reach more than 10 international dollars per person per day, close to the
international middle-income bottom line. This part of the population is
roughly divided into two main categories: a group of people in difficulty
who lack the ability to work and lack income. By the end of 2019, there
were 11.53 million people with disabilities in difficulty and 14.33 million
people with severe disabilities in China respectively, totaling 25.86 million
people, accounting for 1.85% of China’s total population, and the subsidy
coverage rate reached 100%. At present, this group is basically included
in the minimum living security. By the end of 2020, more than 7 million
poor people with disabilities who have established their own cards will
be lifted out of poverty, 9.634 million people with disabilities will be
included in the minimum living security, and nearly 3 million poor people
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with severe disabilities will be separately insured.?® This group, totaling
19.634 million people, accounting for 1.40% of the total population, is
still a special group of people that the state will focus on helping. The state
should continue to strengthen the implementation of the special system of
living allowance for people with disabilities in difficulty and care allowance
for people with serious illnesses, and ensure that basic social security
(medical insurance, pension, low-income insurance, etc.) is covered as
much as possible, and gradually raise the level of minimum living security
to cover the bottom line of basic living, so as to “send charcoal in snow”
for people with special difficulties. It is necessary to improve the employ-
ment support system for people with disabilities, and provide support in
employment, training, and labor protection, so that they can have the
opportunity to create wealth and achieve some degree of economic inde-
pendence, fully reflecting the superiority of the socialist system. The other
category is the 20% of the country’s low-income households living mainly
in rural areas, central and western regions, and ecologically fragile areas.
They have the ability and willingness to work but mainly lack labor oppor-
tunities (equivalent to surplus labor), moreover, they lack opportunities
to increase their income. This requires creating more development oppor-
tunities for them to transform from agricultural labor to non-agricultural
labor, from agricultural population to non-agricultural population, and
from unskilled labor to skilled labor, so that their income from labor
will keep increasing as a proportion of household income.?® The state
should vigorously help them get out of their difficulties and move from
the low-income level (7869 yuan per capita income in 2020, equivalent to
5.2 international dollars per person per day) to the middle-income level
(15,000 yuan per year, equivalent to 10 international dollars per person
per day) as early as possible and keep growing their income level.

25 See “Not Falling Behind on the Road Out of Poverty—Overview of China Disabled
Persons’ Federation’s Efforts to Help People with Disabilities Fight Poverty,” People’s
Duaily, April 30, 2021.

26 According to data published by the National Bureau of Statistics, the share of wage
income of rural residents in poor areas increased from 34.1% to 35.3% from 2016 to
2019, with an average annual nominal growth rate of 12.5%. According to data published
by the State Council Leading Office of Poverty Alleviation and Development Group,
27.29 million poor laborers went out to work in 2019, involving 2/3 of the country’s
poor population, with income from work accounting for 2/3 of the income of these
households. See Chen Xiwen and Han Jun, eds., Practice and Experience in China’s
Poverty Eradication Efforts, People’s Publishing House, 2021, p. 8.
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How to determine the minimum living security expenditure standard
in China? There are two different standards to choose from: one is to
continue to set the domestic minimum income standard. For example,
on the basis of the current rural poverty standard in 2010, the 2020
rural minimum living security expenditure standard will be 4600-5000
yuan, which is equivalent to roughly two times the 2010 standard (2300
yuan). The per capita disposable income of rural residents in poor areas
nationwide has increased from 6079 yuan in 2013 to 12,588 yuan in
2020, striving to reach more than 25,000 yuan by 2035 at 2020 prices.?”
To this end, the state empowers localities (at the provincial level) to
establish a minimum standard of rural per capita disposable income and
continuously adjust upward the local minimum living security expenditure
standard. The other is that reference is made to international standards.
For example, the World Bank International High Poverty Line Standard is
5.5 international dollars per person per day. According to this poverty line
standard, China’s poverty incidence rate dropped from 53.5% in 2010 to
24.0% in 2016, a decrease of 29.5%, or about 4.9% per year on average,
which is significantly lower than the world average poverty incidence rate
(44.8%), slightly higher than the poverty incidence rate in middle- and
high-income countries (22%), and significantly higher than the poverty
incidence rate in high-income countries (1.5%).28 Referring to the World
Bank’s private consumption purchasing power factor, the daily income
per person in rural areas in poor areas of the country rises from 4.3 inter-
national dollars in 2013 to 8.2 international dollars in 2020.2° Taking
into consideration the various policy subsidies offered by the government
to rural residents, such as the waiver of school fees and miscellaneous
expenses for compulsory education, free textbooks and subsidized living
expenses for boarding students from economically disadvantaged families,
basic and major medical insurance, medical assistance (with a reduction
in per capita comprehensive protection of 474 RMB), and the renova-
tion of dangerous houses (with an average household subsidy of 16,000
RMB), the actual economic welfare of rural residents in China surpasses
the international high poverty line. It is due to China’s unprecedented

27 In 2020, the per capita disposable income in the western rural areas will be 14,111
yuan, doubling to more than 28,000 yuan by 2035.

28 World Bank Database.

29 China’s private consumption purchasing power factor is 3.838 and 4.225 in 2013
and 2020, respectively. Data source World Bank database.
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effort in the war against poverty during the 13th Five-Year Plan period
that by 2020, the number of people living in poverty under the interna-
tional high poverty line has been significantly reduced. By 2035, the per
capita disposable income in poor areas in China is expected to more than
double, with a per capita daily income of over 16.4 international dollars,
bringing it within the international middle-income income range.

It should be noted that among the main indicators of economic and
social development in the 14th Five-Year Plan, there are seven indica-
tors of people’s livelihood and well-being, and “elimination of poverty
among the rural poor” is no longer included as an indicator, but this does
not mean that China’s task of eliminating poverty has been completed.
According to the poverty line standard of 5.5 international dollars per
person per day, there will still be about 5% of China’s population in 2020,
i.e., about 70 million people in poverty. It is expected that by the end
of the 14th Five-Year Plan, China will have basically eliminated poverty
under the high international poverty line standard of the World Bank,
and the original poverty eradication achievements will be further consol-
idated. China will move from the stage of eliminating absolute poverty
to the stage of reducing relative poverty, and will fully utilize more than
90% of the population, i.e., 1.27 billion people, to help 70 million people
on the international high poverty line to get out of poverty permanently.
Since China’s total population base is so large that any one percentage
point of relative poverty incidence involves about 14 million people,
the term “special hardship group” can be used in practice to imple-
ment different target-oriented and precise assistance policies according
to different special hardship groups.

In conclusion, building China into the world’s largest society of
common prosperity is a long-term, difficult, yet great task, which will
create a new path for human development. The most fundamental reason
why China has been able to build the world’s largest society of absolute
poverty into the world’s largest society of moderate to high income in the
past 40 years or so is the correct leadership of the Communist Party of
China. If “without the Communist Party, there would be no New China,”
then “without the Communist Party, there would be no moderately pros-
perous China.” Similarly, in the future, “without the CPC, China will not
be able to achieve common prosperity.”
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CHAPTER 7

Policy Ideas for Promoting Common
Prosperity

7.1 FORMULATION OF AN ACTION PLATFORM
TO PROMOTE COMMON PROSPERITY

In accordance with the Outline of the 14th Five-Year Plan of the National
Economic and Social Development of the People’s Republic of China and
the Vision 2035, we will formulate an action program and implementa-
tion plan to achieve common prosperity by 2035 and define the main ways
of development in the political, economic, social, cultural, and ecological
construction fields.

Develop a policy system to promote common prosperity, mainly
including high-quality development, income growth and income distri-
bution, entreprencurship and employment policy, education and devel-
opment of human resources policy, equalization of basic public services
and non-basic public services policy, social security and transfer payment
policy, regional coordinated development policy, and urban—rural integra-
tion and development policy.

It is necessary to both adhere to the national overall and integrated
planning and encourage regional initiatives and innovation, demon-
strating their capabilities. In view of the fact that the incomes of various
categories of China’s population will exceed the international standard
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bottom line of middle income (per capita income or expenditure of 10—
100 international dollars per person per day) in 2021-2035,! due to the
great differences in actual living standards and price levels in different
regions, it is suggested that instead of using the national statistical caliber
of relatively poor people in developed countries, we can continue to
follow the caliber of urban and rural people or families in difficulty, grad-
ually unify the minimum income guarantee system for urban and rural
residents, and use the minimum income guarantee as a source of income
pockets for special groups. In fact, the minimum security system for urban
and rural residents becomes a direct transfer payment from the govern-
ment to special groups of people. The local minimum income guarantee
standard, determined by each region according to the level of develop-
ment and ability, should be included in the local implementation program
as the main responsibility. The central government financing to the central
and Western regions and other areas, especially the areas that have been
out of poverty, continue to increase direct subsidies to support the efforts
of the state redistribution function. In addition, the minimum income
guarantee system should be integrated with the pension system, so that
eventually all non-working individuals are covered by social security.

7.2  PrROMOTING COMMON
PROSPERITY IN QUALITY DEVELOPMENT

Promoting common prosperity is characteristic of the times. In the new
era of socialism with Chinese characteristics, the promotion of common
prosperity must be based on high-quality development and the overall
layout of the “Five-in-One.” To achieve the goal of common pros-
perity, we must first make the “pie” bigger and better through the
common struggle of the whole nation, and then cut and divide the “pie”
well through reasonable institutional arrangements. This is a long-term
historical process, and we should steadily move toward this goal.?

L The per capita disposable income of rural residents in poor areas increases from 6079
yuan in 2013 to 12,588 yuan in 2020, equivalent to an increase from 4.0 international
dollars to 8.3 international dollars per person per day. This already exceeds the interna-
tional high poverty line proposed by the World Bank, which is an expenditure of 5.5
international dollars per person per day.

2 See “Central Economic Work Conference Held in Beijing,” People’s Daily, December
11, 2021.
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China’s economy has entered the stage of high-quality develop-
ment. High-quality development must fully embody the new develop-
ment concept, that is, development in which innovation becomes the
first driving force, coordination becomes an endogenous feature, green
becomes the universal form, openness becomes the necessary path, and
sharing becomes the fundamental purpose. High-quality development is
the development to better meet the growing needs of more than 1.4
billion people for a better life. Entering a new stage of development, the
Party Central Committee with Comrade Xi Jinping as the core places
the realization of common prosperity for all people on a more impor-
tant position and must insist on promoting common prosperity through
promoting high-quality development and through common hard work.?

Our society will move into the high human development group. This
means that the whole country will move from a high human develop-
ment level to a very high human development level (HDI > 0.800) (see
Tables 5.4 and 5.5). It means that the country’s economic development,
people’s health, and education level as a whole will move to another new
level, marking a significant increase in the level of common wealth.

Develop the sharing economy in an orderly and regulated manner
to improve the efficiency of resource utilization. The sharing economy
is an innovative business form that emerged with the change of digital
interconnection technology, which can improve the efficiency of resource
utilization and thus the quality of economic growth, and can transform
the economic growth model by sharing resources and innovative produc-
tion methods. The development of the sharing economy can help create
jobs and promote common prosperity. China has the largest number of
Internet users in the world and has several fast-growing digital platforms,
which along with the formation of a new form of social sharing economy
have become a new way to promote common prosperity. According to the
Annual Report on the Development of China’s Sharing Economy (2021),
China’s sharing economy will have a transaction size of 3.38 trillion yuan
in 2020, accounting for 3.3% of the country’s total GDP. The number
of participants in the sharing economy is about 830 million, accounting
for 58.8% of the total population, and the number of people involved in
providing services is about 84 million, equivalent to 11.2% of the total
employment. From 2021 to 2035, the average annual growth rate of

3 See Liu He, “Must Achieve High-Quality Development,” People’s Daily, November
24, 2021.
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China’s sharing economy will remain above 10%. The sharing economy
has become a new type of socialist economic form with Chinese char-
acteristics, a green and sustainable development model, and has created
uncountable jobs and channels to get rich.

At the same time, in order to protect the massive amount of personal
information and consumers’ rights and interests, effective market behavior
regulation, guidance, supervision and governance should be carried out
in order to guide and encourage the orderly development of the sharing
economy and make it an important way to achieve common prosperity.
In addition, we should give full recognition to the positive role of the
sharing economy in “stabilizing employment” and “protecting people’s
livelihood” through flexible employment mode, and at the same time, we
should strengthen the guidance to the sharing economy platform enter-
prises, clarify the social responsibility of the platform enterprises, and
proactively protect the rights and interests of employed people. At the
same time, it is necessary to strengthen the guidance for sharing economy
platform enterprises, clarify the social responsibility of platform enter-
prises, and proactively protect the rights and interests of the employees
of such enterprises.

7.3 ADHERE TO THE BASIC NATIONAL
Poricy or GIVING PRIORITY TO EMPLOYMENT

Common prosperity has to be achieved through hard work and wisdom,
which requires common prosperity to be achieved with fuller and higher-
quality employment as the basic guarantee, not only to create more
employment opportunities and achieve employment equity but also to
enable those who are employed to love their jobs and improve the sense
of access and self-fulfillment opportunities of those who are employed.
Employment has always been the largest source of livelihood in China,
and our Party has always placed employment as a priority in economic
and social development. The reason why China has achieved the first
100-year goal of building a moderately prosperous society on schedule
is that the Party Central Committee and the State Council have always
placed employment in a prominent position in economic development,
effectively implemented the employment priority strategy, promoted the
continuous expansion of employment in China’s cities and towns, and
continuously absorbed rural labor, so that the scale of rural employment
continued to decline and the number of agricultural laborers transferred
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continued to remain high. 2000-2020, the number of urban employment
nationwide has increased by 231.2 million, an average annual increase
of 11.56 million,* creating the largest employment and new jobs in the
world.

In the future, with the further development of urbanization in China,
the pressure to create jobs in cities and towns will remain heavy. It is
expected that by 2035, the scale of urban employment in China may
increase by about 150 million people, adding more than 10 million
people each year, rising from 460 million in 2020 to more than 600
million. The Party Central Committee has put forward the general goal of
employment work in the new era, namely to strive for fuller and higher-
quality employment. To this end, it is important to continue the practice
of prioritizing employment in macro policies. First, to achieve the goal
of fuller employment, do everything possible to expand urban employ-
ment capacity, to ensure that more than 10 million new urban jobs are
created each year,” and to fully absorb the rural migrant urban labor
force as well as key groups such as retired military personnel. The second
is to promote the optimization of employment structure. The tertiary
industry has become the largest industry in absorbing new employment
and transferring employment and is expected to increase its share of total
employment from 47.7% in 2020 to over 60% in 2035. The policy orien-
tation should further create policy dividends for the development of the
tertiary industry, especially to give full play to the role of new industries,
new business models, and new modes within the tertiary sector. Third, to
achieve the goal of higher-quality employment, to ensure that the level of
labor compensation or wages and labor productivity increase in parallel
and continuously but also to make employment an important way for
workers to improve the level of human capital. Fourth is to promote
the continuous improvement of labor market and facilitate the move-
ment of labor from low-productivity sectors to high-productivity sectors.
Fifth is to achieve the goal of high-quality entrepreneurship, create a
favorable entreprenecurial environment for the whole society, comprehen-
sively improve the employment and entrepreneurial ability of workers,

4 See National Bureau of Statistics, China Statistical Abstract 2021, China Statistics
Press, 2021, p. 40.

5 The national 13th Five-Year Plan proposed to add more than 50 million new jobs in
urban areas, but the actual number of new jobs was 65.64 million, with an average of
13.13 million new jobs per year.
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encourage employment first and then entrepreneurship, encourage and
support market players, especially for micro and small enterprises, indi-
vidual entrepreneurs and other market players to create a favorable
entrepreneurial and development environment, and give full play to their
role in creating and absorbing new employment.® Sixth, to encourage
and support new employment forms such as self-employment, flexible
employment, and flexible employment for all kinds of people, to provide
conditions for flexible employment to participate in insurance, and to
provide standardized and authoritative recognition services for vocational
qualifications of freelancers. Seventh, improve the monitoring and early
warning mechanism of employment demand and unemployment, control
the urban survey unemployment rate to 5.3% or less, and help the unem-
ployed to train or change jobs for re-employment. Even if the survey
unemployment rate is controlled at around 5%, there will still be 25—
30 million unemployed people. This becomes the biggest challenge to
achieving common prosperity. Therefore, the highest priority must always
be given to continuously creating new jobs and effectively controlling
the unemployment rate, and using the balance of unemployment insur-
ance benefits mainly for retraining and re-employment of the unemployed
(including urban migrant workers).

Improve the quality of human capital and professional skills of the
whole society. China’s talent workstation is at a new historical starting
point, and already has a large scale, excellent quality, constantly optimized
structure, and increasingly prominent role of the talent team.” China’s
university-educated population ranks first in the world, and its advantages
have become more prominent. It is expected that by 2025, the population
of college-educated people in China will rise from 218 million in 2020 to
266 million, and further rise to 393 million by 2035, surpassing the total
population of the United States. The human capital level of China’s labor

6 Small and medium-sized enterprises contribute more than 80% of jobs. At the end
of November 2021, China’s registered market entities reached 150 million, 43.17 million
micro and small enterprises of all types and 102 million individual business households.
Private enterprises rose from 19.67 million to 31.05 million (in 2019), accounting
for 90.3% of the actual enterprises, forming the world’s largest country in terms of
market subjects and becoming an important force driving China’s economic growth and
employment.

7 See “In-depth Implementation of the Strategy of Strengthening the Country with
Talents in the New Era, Accelerating the Construction of a World Important Talent
Center and Innovation Highland,” People’s Daily, September 29, 2021.
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force will continue to improve, with the average years of education of the
working-age population rising from 10.8 years in 2020 to 11.3 years in
2025 and 12.3 years in 2035. In 2020, there are more than 200 million
skilled workers nationwide, accounting for 26.7% of total employment,
which is an important source of middle-income group that gets rich
by labor and skills. Among them, 58 million people are highly skilled,
accounting for nearly 30% of the skilled personnel. “In the 14th Five-
Year Plan period, it is expected that there will be more than 40 million
new skilled personnel, and the world’s largest army of highly skilled labor
force will be built. By 2035, China will become the world’s most impor-
tant talent and innovation highland, science and technology innovation
team to make important progress, to become the world’s largest scale of
various types of talent countries. Among them, the full-time equivalent
of China’s personnel engaged in research and experimental development
(R&D) activities will grow from 5.09 million person-years to more than
10 million person-years, and the R&D manpower investment will double.
By 2035, China will have a clear advantage in the competition for talent in
many fields, and the country’s strategic scientific and technological forces
and high-level talent ranks among the world’s top.®

Promote equal employment opportunities for men and women and
narrow the gap between men’s and women’s labor remuneration and
pensions. In 2020, the proportion of women in China’s total popula-
tion will be 48.8%; in 2019, the proportion of women in China’s total
labor force will be 43.6%, which is already close to the average of OECD
countries (44.4%). The labor force participation rate of women (aged 15—
64) in China is as high as 68.6%, which is also higher than the average
of OECD countries (64.8%). According to data published by UNESCO,
the gross enrollment rate of women in higher education in China has
increased from 13.9% in 2003 to 63.9% in 2020, while the gross enroll-
ment rate of men in higher education has increased from 16.9% to 53.6%
in the same period.” With female life expectancy per capita and healthy

8 Ibid.
9 World Bank database.
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life expectancy continuing to be higher than that of males,'? the condi-
tion is ripe for a gradual increase in the retirement age of the female
workforce. At the same time, increasing labor compensation and pension
levels in the female labor market is a major policy that is conducive to the
compatibility of national prosperity and personal enrichment incentives.

7.4  OPTIMIZATION OF INCOME
DISTRIBUTION STRUCTURE

Adhere to the socialist principle of distribution according to labor as the
main body, a variety of distribution methods coexist, improve the income
distribution system, and optimize the income distribution structure.

Some scholars believe that under the socialist system, the basic principle
of distribution according to factor inputs is to take distribution according
to labor as the mainstay and other distribution methods as a supplement.
At the current stage of development, the distribution according to labor
has balanced efficiency and fairness. It is necessary to “insist on more
work and more pay, focus on protecting the income of labor, increase
the labor remuneration of workers, especially front-line workers, and
raise the proportion of labor remuneration in the initial distribution.”!!
Encourage enterprises to establish a system of employee stock ownership
and implement a system of profit sharing or excess profit sharing.

The country’s economic development should insist on achieving the
basic synchronization of the growth of residents’ income with economic
growth as an important goal. It is expected that from 2021 to 2035,
the growth rate of per capita income of residents will be maintained
at about 5%, and the income of residents (at constant prices) will be
doubled from 32,200 yuan in 2020 to 64,400 yuan in 2035, which is
equivalent to an increase from 21 international dollars to more than 42

10 The difference between the national average life expectancy of women and men
increased from 4.99 years in 2010 to 5.79 years in 2015, respectively. See National
Bureau of Statistics, China Statistical Abstract 2016, China Statistics Press, 2016 edition,
p. 18.

 Decision of the Central Committee of the Communist Party of China on Several
Major Issues on Adhering to and Improving the Socialist System with Chinese Character-
istics and Advancing the Modernization of the State Governance System and Governance
Capacity, People’s Daily, November 6, 2019.
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international dollars per person per day. The total size of the middle-
income population will be more than doubled, thus driving the level of
per capita consumption of residents, leading to a simultaneous doubling
of per capita consumption and total consumption of the population.

Adhere to the basic synchronization of labor compensation increase
and labor productivity increase. It is expected that from 2021 to 2035,
the real wages of people employed in urban units will increase at a rate
of about 6%.!? The average monetary wage will increase from 97,400
yuan in 2020 to 233,000 yuan in 2035. At the same time, the minimum
wage is reasonably raised, which is also an important step to prevent the
income gap from widening. Each region can decide on its own to adjust
the monthly minimum wage according to the local cost of living as well
as economic growth.!3

Increase the proportion of labor remuneration in the initial distribu-
tion. Distribution according to labor is still the main source of income
for residents in China. Among them, wage income is an important part
of labor income. The share of wage income in the national per capita
disposable income of residents is dominant, with a national average of
55.7% in 2020, including 60.2% in urban areas, down 5.0 percentage
points from 65.2% in 2010, and 40.7% in rural areas, basically the same
as the 41.0% in 2010. We should continue to invest in the human capital
(education and training) of workers, continuously increase the number of
years of education per capita as well as increase vocational education and
training to continuously improve the skill level of workers, which in turn
will continuously improve the total labor productivity and continuously
increase the proportion of wage income.

Expand the channels of income growth for residents and promote
diversification of income sources for urban and rural residents. Encourage
and support all kinds of entrepreneurship to increase net business income,

12 From 2010 to 2020, the average real wage index of employed persons in urban
units nationwide, with an average annual growth rate of 7.6%. See National Bureau of
Statistics, ed. China Statistical Abstract 2021, China Statistics Press, 2021, p. 45.

13 Since 2021, 20 provinces, autonomous regions and municipalities directly under the
Central Government have raised their minimum wage standards. 2021, effective August
1, Beijing adjusted its monthly minimum wage standard from RMB 2200 to RMB 2320,
an increase of RMB 120. The minimum wage rate for part-time employees is RMB 25.3
per hour, and the minimum wage rate for part-time employees on statutory holidays is
RMB 59 per hour. See the China Wage website.
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which is also essentially labor income; encourage diversified investment of
households to increase net property income.

Improve multi-level social security system, and gradually achieve
universal coverage, urban and rural areas, fair and uniform. Reasonably
divide the sharing of pension responsibilities among the state, units, and
individuals, and provide institutional guarantee for individual accumula-
tion of pensions. With the growth of economic and financial strength,
gradually raise the basic pension standard and the minimum guaran-
teed income standard for urban and rural residents, and increase the net
income from transfer payments, especially to increase the level of social
security for the aging rural population.

Improve the social insurance system, achieve full coverage of unem-
ployment insurance and work injury insurance for workers (especially
urban migrant workers and flexibly employed workers, etc.), and increase
the coverage of corporate pension insurance. Improve the multi-pillar
pension insurance system, encourage the development of corporate and
occupational pension systems, and vigorously develop the third pillar of
pension insurance. By the end of 2020, the size of corporate pensions
will be 2.25 trillion yuan, accounting for 2.2% of the total GDP, with
great room for development; accelerate the development of the third
pillar of pension insurance nationwide, encourage insurance industry prac-
titioners to innovate commercial pension insurance products, and regulate
commercial insurance development.

Improve the social assistance system. No matter how much China has
grown, there will always be people with special difficulties and low-income
families, so it is necessary to establish and improve the basic livelihood
assistance system, such as the implementation of basic income assistance,
so that the assistance recipients can meet the local minimum wage and
minimum living standards, and the implementation of special assistance
services. In particular, the level of special subsidies for people with disabil-
ities should be continuously increased, and the growth rate of subsidies
should be higher than the growth rate of national or local per capita
disposable income, so as to cover the bottom of the pile and reflect
“humanistic care and fair priority” for them. Promote the development
of social charity, play the role of charity and other third distribution, and
improve financial and tax incentives.

Regulate the order of income distribution and reasonably regulate
excessive income. We should reject egalitarianism, killing the rich to help
the poor, killing the rich to become poor, or falling into the trap of
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welfarism. More than 1.4 billion people will step into modernization
together through joint efforts.!*

7.5 BUILDING A FAMILY-FRIENDLY SOCIETY

China has already entered a period of accelerated population aging and
childlessness. Population aging will be the basic national condition of
China for a long period of time in the future. In 2000, the propor-
tion of China’s population aged 65 and above was 6.96%, and it rose
to 13.50% in 2020.'> The proportion of China’s population aged 65
and above in the world population aged 65 and above has increased
from 20.5% in 2000 to 23.3% in 2020, which is higher than the propor-
tion of China’s population in the world population.!® According to the
population growth model, China’s population aged 65 and above will
increase from 190 to 327 million from 2020 to 2035, an increase of
136 million people, and an average annual increase of 9 million people,
with an average annual growth rate of 3.7%. The proportion of popula-
tion aged 65 and above will increase from 13.5% in 2020 to 22.5% in
2035, significantly higher than that of the OCED countries at 17.4%.!7
The total number of aging population is large, the growth rate is fast,
there are large geographical differences, the population is aging before
it gets rich, the pension gap is widening, the elderly service industry is
underdeveloped, and a significant number of the elderly population has
become a relatively low-income group. At the same time, China is also
gradually entering an unprecedented period of less childbearing, with the
proportion of young children (0-14 years old) continuing to decrease and
starting to fall below that of OECD countries. In the future, the problem
of “the old and the young” will become two major challenges for China’s
demographic situation. On the one hand, the aging of the population
will generally increase the burden of social pensions and reduce the will-
ingness to have children, which in turn will aggravate the aging of the

14 gee Liu He, “Must Achieve High-Quality Development,” People’s Daily, November
24, 2021.

15 See National Bureau of Statistics, China Statistical Yearbook 2021, China Statistics
Press, 2021, p. 36.

16 World Bank database.
17 World Bank database.
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population; on the other hand, the increase in the number of young chil-
dren may be more serious than the aging of the population, which in turn
will aggravate the aging of the population.'3

To this end, the Central Committee of the Communist Party of
China and the State Council have formulated a Medium and Long-term
National Plan for Actively Coping with Population Aging, which clearly
puts forward three stages of goals: by 2022, China’s institutional frame-
work for actively coping with population aging will be initially established;
by 2035, the institutional arrangements for actively coping with popu-
lation aging will be more scientific and effective; by the middle of this
century, the institutional arrangements for coping with population aging
that are compatible with a strong modernized socialist country. By the
middle of this century, the institutional arrangements for coping with
population aging will be mature and complete. It also makes strategic
arrangements and specific tasks, including: first, consolidating the social
wealth reserve to cope with population aging. Second, to improve the
effective supply of labor in the context of population aging. Third, to
create a high-quality service and product supply system for the elderly.
Fourth, to strengthen the scientific and technological innovation capacity
to cope with population aging. Fifth, to build a social environment of
old age, filial piety and respect for the elderly, to build an age-friendly
society,'? i.c., a social service system of “fun for the elderly, learning for
the elderly, achieving for the elderly, nurturing for the elderly and having
medical care for the elderly,” to further develop the world’s largest social
service industry for the elderly, to improve the level of happiness of the
elderly, and to come out with a social service system with Chinese charac-
teristics. We will make a positive response to the aging of the population
with Chinese characteristics, as General Secretary Xi Jinping asked, “Let

18 See Yu Miao and Hu Angang, “Building a People-Centered Family-Friendly
Society—Proactively Addressing the Challenges of Aging and Ultra-Low Fertility,” State
of the Nation Report, December 3, 2021.

19 §ee “The Communist Party of China Central Committee and State Council issued

the National Medium- and Long-term Plan for Actively Coping with Population Aging,”
People’s Daily, November 22, 2019.
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the elderly share the fruits of reform and development and enjoy their old
age peacefully.”2?

Building a family-friendly society with Chinese characteristics.
According to the data of the 7th National Census, China’s total popu-
lation reached 1.41 billion people, and the number of family house-
holds rose from 400 million in 2010 to 490 million, with an average
annual increase of nearly 10 million households, and the average size
of family households decreased from 3.10 persons in 2010 to 2.62
persons in 2020.2! By 2030, China’s family households will further
rise to nearly 600 million. To this end, we should not only adhere to
the people-centered but also adhere to the family-centered, to build a
“family-friendly” society with Chinese characteristics as the goal, in-depth
implementation of the family happiness and well-being project.??

First, to build a “child-friendly” society. The main objectives include
developing child welfare, promoting gender equality, and promoting
work-family balance. Within families, we should promote equality
between husband and wife, shared childcare and other family affairs, and
harmonious family building. We will continue to improve the external
support system for families, effectively reduce the cost of living for
families, promote the maturation of policies and systems for family
reunification, family stability and harmony, and actively promote the
implementation of the new fertility policy.

In 2020, the total number of elderly people over 60 years old in China
reached 264 million and will exceed 300 million in the 14th Five-Year
Plan period. General Secretary Xi Jinping pointed out that we should
look at the aging society and the life of the elderly positively.?® The main
goal is to create a social culture of tolerance, acceptance, respect, and

20 Implementing the National Strategy for Actively Coping with Population Aging: Let
the Elderly Share the Fruits of Reform and Development and Enjoy a Happy Old Age”,
People’s Daily, October 14, 2021.

21 See National Bureau of Statistics, China Statistical Yearbook 2021, China Statistics
Press, 2021, p. 36.

22 The Outline of the Fourteenth Plan for National Economic and Social Develop-
ment of the People’s Republic of China and the Vision 2035 sets a special section on
“Strengthening Family Construction”, and for the first time proposes to implement the
project of family happiness and well-being and build a policy system to support the safe
development of families.

23 See Ma Xiaowei, “All-out efforts to promote high-quality development of aging work
in the new era,” People’s Daily, December 24, 2021.
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help for the elderly. By 2030, life expectancy per capita in China will
reach 79 years, and the population of elderly people aged 60 and above
will reach 380 million. With reference to the successful practice of precise
poverty alleviation, implement precise help policy measures for them by
age group and service type: the low-age elderly population (60-69 years
old), of which this part of the elderly population with advantages such
as experience and skills, relatively good physical condition and able to
take care of themselves, is the main force to develop the elderly power
capital; the middle age elderly population (70-79 years old), which can be
divided into self-care, semi-self-care, and full-care types, and adopt flex-
ible and personalized policies; the senior population aged 80 and above,
which is the key group for care and support. While actively advocating
aging at home, we are vigorously developing social elderly services, public
welfare-type elderly institutions, and commercial elderly institutions that
meet different needs for elderly services.

Third, to build a “health-friendly” society, the main objectives include
improving the medical security system, strengthening the level of health
services and management investing in the public health security system,
promoting the equalization of public health services, and popularizing
public health care knowledge; establishing a “broad coverage, high effi-
ciency, and moderate level” medical treatment and assistance system;
developing a cutting-edge medical scientific research and development
system, and promoting the coordinated development of Chinese and
Western medical science; and building a “health-friendly” service commu-
nity, so that “the old and the young” become the main recipients of
services, providing precise public health and medical services.

The fourth is to give full play to China’s unique social advantage of
“women can hold up half the sky” and the advantages of a large country’s
scale. In the concrete implementation of the measures proposed in the
14th Five-Year Plan to “gradually delay the statutory retirement age,”
the implementation can be categorized and adjusted in small steps.?* It
is suggested that the retirement age for women with a college degree or
above be the same as that for men. In particular, life expectancy per capita

24 Reference can be made to the German gradualist approach: the German government
decided to extend the retirement age by one year, one month a year, for 12 years starting
January 1, 2012; and then by one year, two months a year, for another six years, to
extend the retirement age to 67 in 2030.
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for women is 5.8 years higher than that for men. (2015 national data),?®

but the retirement age for women is five years before men. In addition,
China’s female human capital is getting higher, with the gross enrollment
rate of women in higher education increasing from 13.9% in 2003 to
63.9% in 2020, an increase of 50 percentage points,>® the world’s fastest-
growing country in terms of gross enrollment rate in higher education,
and women are truly “half the sky” in all walks of life. This requires the
full play and use of China’s unique “women can hold half the sky” gender
advantage, health advantage, professional advantage, and scale advantage.

Fifth, give full play to the traditional mutual assistance and reciprocity
type of zero-round distribution mechanism of rural families. Develop
and expand the collective (mutual) economy in the vast rural areas and
increase the collective common property. The government should provide
guarantees in direct transfer payments, basic public services, infrastruc-
ture, habitat environment, rural toilet conversion, etc., and give full play
to the zero-round distribution mechanism unique to peasant families,
such as the two-way mechanism for parents to raise their children and
children to support their parents, which is an important basis for achieving
common prosperity within rural areas.

7.6 IMPROVE NATIONAL PUBLIC SERVICE SYSTEM

A sound national public service system is an important pillar for building a
society of common prosperity for all people. The Fifth Plenary Session of
the 19th CPC Central Committee clearly put forward the strategic goal of
equalizing basic public services by 2035. This indicates that China needs
to use three more five-year plans to establish a national basic public service
system that is compatible with the goal of basically realizing socialist
modernization. By 2035, China will basically realize the equalization of
basic public services, basically build a national basic public service system
with universal coverage, more balanced, higher quality, more convenient,
and more sustainable, achieve full population coverage of basic public
services, continue to narrow the income gap between regions and urban
and rural areas, significantly improve the level of equalization of basic

25 See National Burcau of Statistics, China Statistical Abstract 2016, China Statistics
Press, 2016 edition, p. 18.

26 World Bank database.
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public services, and meet people’s multi-level and diverse needs for basic
public services.

Establish and improve the national basic public service system and raise
the level of equalization of basic public services. Promote the unification
of basic public service systems and standards for urban and rural residents,
and establish a dynamic adjustment mechanism to continuously improve
the quality of basic public services and the level of protection. Basic
public services are mainly related to public education, employment and
entrepreneurship, social insurance, health care, social services, housing
security, public culture, national fitness, welfare and resettlement, services
for the disabled, and other areas. Basic public services should be provided
universally and precisely, so as to improve the efficiency of public resource
investment.

Actively develop non-basic public services to better meet the diverse
needs of the general public. First, actively develop quasi-basic public
services, including kindergartens, vocational education, and special educa-
tion at non-compulsory education levels, and vigorously promote socially
run medical services, care services for key groups, guaranteed housing,
etc., and actively explore various forms of government-social capital
cooperation with public welfare objectives, while giving subsidies to
participating social capital through fiscal and taxation means. Second,
vigorously develop operational public services to meet the diverse needs of
residents for social public services through market mechanisms, and also
make operational public services an important means of creating employ-
ment and solving shortages of social services. This requires innovating
multiple forms of non-basic public service supply and supporting the
market and grassroots organizations, enterprises and community service
organizations, and social parties and beneficiary publics to jointly establish
diversified social service institutions or organizations.

Prioritize the protection of the financial expenditure needs of basic
public services. Clarify the central and local affairs and expenditure
responsibilities in the field of public services, increase the financial support
of the central and provincial governments for the provision of basic
public services, increase the government’s efforts to purchase basic public
services, and evaluate the social effects of basic public services supported
by public finance, report to the National People’s Congress at the same
level, and make timely announcements to society.
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7.7  PLAY THE IMPORTANT
ROLE OF STATE REDISTRIBUTION

National financing is the most important institutional arrangement to
play the role of redistribution and an important means to promote the
common prosperity of all the people. Finance should not only strongly
support high-quality development, make the economic cake bigger and
stronger, and serve to create national wealth but also improve secondary
income distribution, share the economic cake, and promote the equaliza-
tion of basic public services through transfer payments, thus promoting
the common prosperity of all people. The lack of national financial
drawing capacity is the biggest constraint on the country’s redistribu-
tive capacity. Internationally, most high-income countries have a relatively
high proportion of government fiscal revenue to GDD.

Continuously increase the proportion of general public budget revenue
and expenditure to GDP. As China enters the stage of high-income level,
we can afford to continuously increase the proportion of general public
budget revenue and expenditure to GDP, and increase financial trans-
fers to local governments, thus narrowing the regional development gap.
The first step is to increase the share of general public budget revenue to
GDP from 18.0% in 2020 to more than 22% in the 14th Five-Year Plan
period.?” Accordingly, the proportion of general public budget expendi-
ture to GDP will increase from 24.2% to more than 25%. In the second
step, by 2035, China’s GDP per capita will reach the level of medium-
developed countries, and the share of general public budget revenue and
expenditure in GDP will strive to reach 28% and 30%, respectively.?®
Better play the important role of the state in redistribution. Contin-
uously improve the livelihood orientation of national and local public

27 After aligning with international statistical caliber, including income from state-owned
capital operation, income from social insurance fund, income from governmental funds
(excluding income from land concessions) and net income from land concessions, the
adjusted fiscal revenue as a share of GDP is above 30% from 2010 to 2014. See Peng
Gang, Nie Fuqiang, and Zhu Hui, “Rethinking Several Statistical Issues on the Share of
Fiscal Revenue in GDP,” Economic Statistics (Quarterly), No. 2, 2016.

28 According to Wang Shaoguang, the state must have and maintain a certain level of
fiscal drawing power (at this stage, the proportion of fiscal revenue and social security
fund revenue to GDP should reach and remain at 30%-35%); on the expenditure side,
the focus should be on meeting the basic needs of the broadest number of people (not
“wants and needs”).
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finance. Spend on the people with what is taken from the people, espe-
cially in public expenditure areas such as education, health care, social
security and employment, cultural undertakings, resource conservation
and environmental protection, and transportation.

Give full play to the redistributive function of the socialist state. This is
the institutional arrangement for promoting the common prosperity of all
people. Article 6 of the Constitution of the People’s Republic of China
stipulates that “the distribution system in which distribution according
to labor is the mainstay and multiple modes of distribution coexist is
upheld.” Improve the personal income tax system, adjust the personal
income tax rate at an appropriate time, regulate the order of income
distribution, reasonably regulate excessive income, regulate the collection
of capital income tax, curb the disorderly expansion of capital, set out
a negative list, and resolutely crack down on all kinds of illegal income.
Promote real estate tax reform, and gradually move from pilot to universal
implementation nationwide. Increase social security and transfer payments
to prevent polarization, reduce unfairness in the initial distribution, and
fully reflect the superiority of the socialist system. It should be particularly
noted that the various and varied tax deductions and exemptions have
actually reduced the source of state tax revenue, which not only leads to
a continuous decline in the proportion of general public revenue to GDP
but also directly affects the redistributive capacity of the state.

Make the state-owned economy stronger, better, and bigger. The
Third Plenary Session of the 18th CPC Central Committee emphasized
that we must unswervingly consolidate and develop the public sector
economy, adhere to the main position of the public sector, play a leading
role in the state-owned economy, and continuously enhance the vitality,
control, and influence of the state-owned economy. This is an impor-
tant economic foundation to ensure that all ethnic groups in China share
the fruits of development, and an important guarantee to consolidate the
Party’s ruling position and adhere to China’s socialist system, as well as
a socialist economic foundation for building a common wealthy society.
Article 7 of the Constitution of the People’s Republic of China provides:
“The state-owned economy, that is, the socialist economy owned by
the whole people, is the dominant force in the national economy. The
state guarantees the consolidation and development of the state-owned
economy.” In terms of the number of registrations, the number of state-
owned enterprises in China decreased from 442,000 in 1996 to 133,000
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in 2017, and the proportion of the number of national enterprise regis-
trations decreased from 16.8% in 1996 to 0.73% in 2017. On the one
hand, although the proportion of state-owned enterprises is decreasing,
the overall influence and control are still guaranteed; on the other hand,
in order to make the state-owned economy stronger, better, and bigger,
it must have “dos” and “don’ts” and scize the key areas related to the
national economy and people’s livelihood.

Continue to encourage the development and growth of China’s private
economy (meaning non-state economic components such as the private
and individual economy) to make greater contributions to job creation
and increased tax revenue. The number of private enterprises nationwide
increased from 443,000 in 1996 to 14,369,000 in 2017, an increase of
31.4 times, with an average annual growth rate of 18.0%, and the propor-
tion of the number of all enterprises increased from 16.9% to 79.4%.%°
In 2020, the proportion of tax revenue paid by the private economy
reached 60.1% of the national tax revenue,3° and with the same tax rate
for corporate tax, large and medium-sized private enterprises still have
some potential for tax revenue. Encouraging the development and growth
of the private economy is also a basic requirement for strengthening and
consolidating the foundation of the socialist economy, and is a basic way
for all people to move toward common prosperity. At the same time,
non-public economic entities should be guided to gradually adjust the
mutual relationship between owners, managers, and ordinary workers in
production, improve the status of ordinary workers, and actively create
harmonious socialist labor relations.

In short, “Now, it has reached the historical stage of solidly promoting
common prosperity.” As a world power with a population of more than
1.4 billion people, China is at the current stage of development, and the
problem of unbalanced and insufficient development is very prominent,
which also highlights the value of common prosperity even more. There-
fore, promoting the common prosperity of all people is a great historical

29 From the holding situation, 16.204 million privately held enterprises in 2017,
accounting for a high proportion of 89.5% of all enterprises. Businessmen-invested enter-
prises and foreign-invested enterprises in Hong Kong, Macao, and Taiwan were 130,000
and 137,000 respectively, with a total of 267,000, accounting for only 1.5% of all enter-
prises. See “70 Years of Brilliance” by the preparation team of “70 Years of Brilliance: New
China’s Economic and Social Development Achievements (1949-2019)”, China Statistics
Press, 2019 edition, pp. 77-78.

30 State Administration of Taxation.
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task with extremely ambitious goals and far-reaching effects, which
requires a long period of time to achieve, and is a protracted struggle
of socialist modernization construction. Achieving common prosperity
should neither be rushed nor be delayed forever; it should neither be the
Great Leap Forward, nor take uniform steps; it should not be egalitari-
anism, and much less become polarization. The development of China’s
socialist modernization should be carried out in accordance with the
regular characteristics of the development of China’s socialism, steady and
solid. The state should encourage each region to create different models
of common prosperity according to the practical situation, to be shared
not only by the local people but also by the whole country. In this sense,
the Opinions of the Central Committee of the Communist Party of China
and the State Council on Supporting Zhejiang’s High-Quality Develop-
ment and Building a Demonstration Zone of Common Wealth can both
explore new paths and accumulate successful experiences for other parts
of the country to promote commonwealth, summarize shortcomings, and
provide guidance to avoid detours.
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CHAPTER 8

The Chinese and World Significance
of Achieving Common Prosperity

Common prosperity is a fundamental goal foreseen by Marxism. In his
Economic Manuscripts 1857-1858, Marx pointed out that in the new
social system, the development of social productive forces would be so
rapid that production would aim at the enrichment of all people. In the
modern history of the world, there were decades of socialist practice in
the Soviet Union and Eastern European countries, but this social prac-
tice failed around 1990 with the collapse of the Soviet Union and the
dramatic changes in Eastern Europe, and all these countries also became
class-divided and stratified countries, a great historical regression.! Only a
very few socialist countries such as China and Vietnam have explored and
innovated the socialist path of common prosperity in the light of their
national conditions and achieved important results. Why was China able
to achieve this great result? It is because the Communist Party of China
(CPC) has made it its original mission to “work for the happiness of the
Chinese people and the rejuvenation of the Chinese nation” since the day
it was born.

The New Democratic Revolution achieved a great victory. The
founding of the People’s Republic of China marked the achievement of
national independence and liberation of the people, completely ended the
history of a semi-colonial and semi-feudal society, completely ended the

1 Russian GDP per capita (2017 international dollars) fell 42.5% in 1998 compared to
1990 and did not exceed 1990 levels until 2006. See World Bank database.

© The Author(s) 2024 167
A. Hu and S. Zhou, China in 2035,
https://doi.org,/10.1007 /978-981-97-0938-0_8


http://crossmark.crossref.org/dialog/?doi=10.1007/978-981-97-0938-0_8&domain=pdf
https://doi.org/10.1007/978-981-97-0938-0_8

168 A HU AND S. ZHOU

history of a very small number of exploiters ruling over the vast number
of working people, completely ended the scattered situation of the old
China, completely abolished the unequal treaties imposed on China by
the powers and all the privileges of imperialism in China, and realized
the great leap from several thousand years of feudal autocracy to people’s
democracy in China. This has created a fundamental political foundation
and social conditions for the realization of common prosperity.

The socialist revolution and construction achieved great victories. The
Party led the people to complete the socialist revolution, eradicated all
systems of exploitation, and achieved the great leap into socialist society
and socialist industrialization in a large oriental country with a large popu-
lation, which laid the fundamental institutional and material foundation
for achieving common prosperity.

Great victories have been achieved in reform and opening up and
socialist modernization. The liberation and development of social produc-
tive forces have enabled the people to get rid of poverty and become rich
as soon as possible, achieving a historic leap from inadequate subsistence
to general well-off and toward overall well-off, advancing the great leap of
the Chinese nation from standing up to becoming rich and laying a more
solid economic foundation and a better institutional system for achieving
common prosperity for all the people.

As socialism with Chinese characteristics enters a new era, China
has achieved the first hundred-year goal and started a new journey to
achieve the second hundred-year goal, the level of modernization of the
national governance system and governance capacity has been continu-
ously improved, and the era of unity and struggle of the people of all
nationalities to continuously create a better life and gradually achieve
common prosperity for all people has begun.

This is the historical baton mechanism of modernizing socialism with
Chinese characteristics and building a society of common prosperity for
all people, passing from one generation to the next, one generation to
the next, and one generation to the next. From land reform liberating
the peasants to solving their food and clothing and living at a well-off
level, from eradicating absolute poverty to building a well-oft society in
all respects, and from low-income to middle- and high-income, more than
1.4 billion people have become richer than ever. This has laid a more solid
economic, social, and institutional foundation for China to enter a high-
income level and reach the level of medium-developed countries in the
future. As a result, China has “completed the industrialization process
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that developed countries have gone through for hundreds of years in just
a few decades, creating two miracles of rapid economic development and
long-term social stability”.?

From the 100th anniversary of the founding of the Communist Party
of China, the general task of our Party is to realize socialist moderniza-
tion and the great rejuvenation of the Chinese nation, and to build a
strong, democratic, civilized, harmonious, and beautiful socialist modern-
ized power in the middle of this century in two steps on the basis of
building a moderately prosperous society in all aspects and to promote
the great rejuvenation of the Chinese nation with Chinese-style modern-
ization. This indicates that in the future, China will build a strong socialist
modern country and achieve common prosperity for all people. This will
definitely surpass the modernization model of the developed Western
countries and open up a new and righteous path for the developing
countries.

China, as one of the countries with the largest number of poor people
in the world, will have a significant and far-reaching impact on the world,
from solving subsistence to reaching a moderately well-oft level, from
eliminating absolute poverty to fully achieving common prosperity. Based
on the World Bank’s international poverty line standard of spending less
than 3.10 international dollars per person per day, China’s poor popula-
tion has decreased from 884 million in 1981 to 6.91 million in 2016,
a reduction of 874 million people, and the incidence of poverty has
dropped from 88.3% to 0.5%, taking the lead in achieving the interna-
tional community’s proposed “Sustainable Development” (SDG) core
goal of ending extreme poverty, contributing up to 74.1% to world
poverty reduction.® This fully reflects the world significance of China’s
poverty reduction, that is, China’s success in poverty reduction means the
success of poverty reduction in the world and provides Chinese experience
and important lessons for developing countries to reduce poverty.

As the world’s largest developing country, China’s development has
had a decisive impact on the world landscape. In 2000, China entered the
middle- and low-income stage, and the world’s middle- and low-income

2 Resolution of the Central Committee of the Communist Party of China on the Major
Achievements and Historical Experiences of the Party’s Centennial Struggle,” People’s
Daily, November 17, 2021.

3 World Bank database.
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population reached 82.0% of the world’s population*; in 2010, China
entered the middle- and high-income stage, and the world’s middle- and
high-income population doubled to 2.663 billion people, accounting for
38.5% of the world’s total population; by 2021, China will enter the
high-income stage, and the world’s high-income population will increase
from 2.856 billion in 2020 to 4.303 billion, accounting for 52.6% of
the world’s total population; by 2035, China will enter the medium-
developed stage, and the total population of medium-developed countries
(such as OECD countries) will double from the current 1.36 billion to
2.72 billion, accounting for of the total world population will increase
from 17.7% now to about 33.3% in 2035. At the same time, China’s
Human Development Index will increase from 0.761 in 2019 to more
than 0.850 in 2035, doubling the share of the current population of
very high human development countries in the world’s total population
as well. This is all an important sign of China’s becoming a medium-
developed country and a major contribution to world development.

China’s comprehensive establishment of the world’s largest socialist
society of commonwealth will fundamentally change the world’s
economiic, political, and governance patterns over the centuries since the
emergence of capitalism and its global expansion. China under common
prosperity will greatly promote inclusive, sharing, and sustainable global
development, especially accelerating the equalizing trend between the
global north and south. It will also open up a new road and a new era
for mankind to move toward common development, common prosperity,
and common sharing with over a billion population.

China entering a new era of socialism with Chinese characteristics has
laid a more solid foundation for the realization of building a strong
socialist modern country in all aspects. Firstly, achieving common pros-
perity for all people is the social and popular foundation for building a
strong socialist modern state; secondly, achieving the goal of building a
strong socialist modern state comprehensively has laid a solid economic
and material foundation for common prosperity for all people; finally,
achieving common prosperity and building a strong socialist modern state
support each other, interact and promote each other, and will continue
to write a great miracle in the history of China and human development.

4 World Bank database.
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In short, China has taken a big step closer to the center of the world
stage and is closer to, more confident in, and more capable of achieving
the grand goal of the great rejuvenation of the Chinese nation than at any
other time in history, influencing the world, shaping the world, achieving
the world and contributing to the world as never before. We can say
that more than one billion people in China, under the leadership of the
Communist Party of China, are on the road to common prosperity, and
by the middle of this century will have fully built a modern socialist state
and achieved the great rejuvenation of the Chinese nation, validating what
Mao Zedong predicted in 1949: “The righteous path on earth is the
vicissitudes of the world.”
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EPILOGUE

Achieving common prosperity for all people is the basic goal of China’s
socialist modernization. In this regard, we also have a process of contin-
uous study, continuous research, and deepening understanding.

In 1991, based on my understanding of China’s national conditions
and my medium- and long-term development outlook for the twenty-
first century, I argued that China’s modernization should not be the
modernization of a few people (the affluence of a few populations, the
development of a few regions, and the prosperity of a few cities), but
the modernization of the entire population, i.e., the modernization of
the rural areas that make up the majority of the country’s population. In
the process of China’s modernization, the economic system and distri-
bution system that have proven to be effective for more than 40 years
(meaning 1949-1991) should be adhered to and improved by institu-
tional reforms. This will enable the entire population to live at a generally
well-off level by the beginning of the twenty-first century, avoiding the
disparity between the rich and the poor, which will undoubtedly lead to
the overall progress and comprehensive development of society, and will
continue to strengthen the Party’s ruling base. In the long run, China will
reach the level of medium-developed countries by 2050, thus achieving
common prosperity for all people is of special importance. It will not only
fully demonstrate the superiority of the socialist system but also enable
a huge population of 1.5-1.6 billion people to live a relatively affluent
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life, which will be the most wonderful scene in the world modernization
process.

In 1995, I suggested that during the Ninth Five-Year Plan, conditions
should be created to gradually narrow the relative regional disparities.!
In September 1995, Jiang Zemin’s speech at the Fifth Plenary Session
of the 14th CPC Central Committee, “Correctly Handling Some Major
Relationships in Socialist Modernization,” clearly stated that “narrowing
the regional gap should be an important policy to be adhered to in
the long run.” “Starting from the ‘Ninth Five-Year Plan’, more atten-
tion should be paid to supporting the economic development of the
central and western regions, gradually increasing efforts to address the
trend of continuing widening regional disparities, and actively working
toward narrowing the gap.”? In the same year, Wang Shaoguang, Kang
Xiaoguang, and I published a book entitled “China’s Regional Disparity
Report,” which provided a research basis for the central government to
formulate China’s regional development strategy and which became one
of the most cited works in academia.

In 1999, Wang Shaoguang and I published China: The DPolitical
Economy of Uneven Development. The book uses political economy
theory to analyze the pattern of regional disparity changes in China
since the reform and opening up, and examines not only the economic
causes and economic consequences of this pattern, but also its political
causes and political consequences; it proposes not only economic propo-
sitions and economic policies to narrow the regional development gap
but also political propositions and institution-building proposals to solve
the problem. Taken together, this depends on two important variables:
first, whether the government’s political will to narrow the regional gap
is strong or weak; and second, whether the government’s ability to influ-
ence capital flows is strong or weak. If the government only has the
political will to narrow the gap but lacks the means and capacity to inter-
vene, it will likewise fail to achieve the goal of narrowing the regional
gap. The book suggests that China’s regional development policy goals
should be set as follows: in the short or medium term, first focus on the
continued widening of the economic development gap and narrowing

1 See Hu Angang, Hu Angang Collection: China’s Ten Relationships Toward the
Twenty-first Century, Heilongjiang Education Press, 1995, p. 89.

2 Selected Writings of Jiang Zemin, Vol. 1, People’s Publishing House, 2006 edition,
p. 466.
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the gap in the level of basic public services for the population in each
region; in the medium and long term, strive to narrow the relative gap in
economic development; in the longer term, aim to narrow the absolute
gap in economic development; and ultimately, aim to eliminate absolute
inequality. For this goal, we can only keep approaching but cannot fully
reach it.®> On June 17, 1999, when Jiang Zemin hosted a symposium
on the reform and development of state-owned enterprises in the north-
west region in Xi’an, he officially proposed that the strategy of Western
development should be implemented without losing time. He pointed out
that gradually narrowing the development gap between regions, achieving
coordinated national economic and social development, and ultimately
achieving common prosperity for all people is the essential requirement
of socialism and a major issue concerning the overall situation of China’s
development across the centuries. The implementation of Western devel-
opment, to promote the reform and construction of the country, for the
long-term stability of the country, has great economic, social, and political
significance.

In August 1999, under the auspices of Academician Sun Honglie,
I authored the report “Some Suggestions for Accelerating the Devel-
opment of Northwest China in the Early 21st Century” on behalf of
the Department of Geosciences of the Chinese Academy of Sciences.
According to Jiang Zemin’s request of “accelerating the development of
the western region under the condition of developing socialist market
economy, we should have new ideas,” we suggested in the report that the
primary goal of accelerating the development of the northwest region is to
“put people first” to achieve “enrich the people.” It is composed of three
major strategies: first, the knowledge development strategy, that is, the
use of knowledge for development, strengthen investment in population
education, health, and various types of knowledge, and improve the ability
of all citizens to acquire, absorb and exchange all kinds of knowledge and
information; second, the human resources development strategy, that is,
to expand employment opportunities, develop labor-intensive industries,
and reduce urban and rural poverty; third, the sustainable development
strategy, to improve the ecological environment as the fundamental,

3 See Wang Shaoguang and Hu Angang, “China: The Political Economy of Uneven
Development,” China Planning Press, 1999, pp. 1-2.

4 See Jiang Zemin’s Selected Writings, Vol. 2, People’s Publishing House, 2006 edition,
pp. 340, 342.
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protecting the ecosystem centered on the oasis, protecting the source
and upstream areas of the Yellow River and Yangtze River, taking rational
use of water resources and water conservation as the key, comprehensive
control of soil erosion and desertification, and implementing protective
development of strategic resources (such as oil).

In 2001, the book “Region and Development: A New Strategy for
Western Development,” which I edited, was published to make a more
in-depth and systematic study for the implementation of the Western
Development Strategy.

On November 8, 2002, the report of the 16th Party Congress
proposed for the first time that in the first 20 years of this century, we
should concentrate our efforts on comprehensively building a higher level
of well-off society benefiting more than one billion people. We will strive
to quadruple the Gross Domestic Product (GDP) by 2020 compared to
2000, and for the first time, the trend of widening disparities between
workers and farmers, urban and rural areas and regions will be gradually
reversed. The social security system will be more sound, social employ-
ment will be more adequate, household property will generally increase,
and people will lead a more affluent life. We will basically universalize
high school education and eliminate illiteracy, form a learning society
where all people learn and learn for life, and promote all-round human
development.®

On November 15, 2002, Wang Mengkui (then director of the Devel-
opment Research Center of the State Council) and I were interviewed by
CCTV on how to understand the issue of building a moderately pros-
perous society that will benefit more than one billion people, and my
answer was that the past 20 years were mainly about “making some people
and some regions rich first.” The theme of building a moderately pros-
perous society in the next 20 years will enable all people to move steadily
toward common prosperity.®

In 2003, I outlined the goal system of China’s development as
“growth, strengthening the country, enriching the people, and improving
international competitiveness.” By 2020, China will become a leading

5 See Jiang Zemin’s Selected Writings, Vol. 3, People’s Publishing House, 2006 edition,
p. 543.

6 For a detailed analysis, see Hu Angang, “Building China’s Grand Strategy: The Ambi-
tious Goal of “Enriching the People and Strengthening the Country,” State of the Nation
Report, November 2002.
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world power based on strong comprehensive national power, enter the
ranks of middle- or upper-middle-income countries, and reach a high level
of human development index. It will eliminate absolute poverty, build a
well-oft society with education for all, health services for all, and common
prosperity and improve its international competitiveness and enter the
forefront of the world. A strong country is the basis of a rich people,
and a rich people is the purpose of a strong country, while improving
international competitiveness is the basic feature of a strong country and
arich people. This is not only an indicator of maximizing social welfare for
more than one billion people in China but also a positive and significant
contribution to mankind by achieving the global social development goals
(meaning MDG) by 2015 as proposed by the international community
ahead of schedule.”

In 2011, Yanyan Yilong, Wei Xing, and I wrote “2030 China: Toward
Common Wealth.” Deng Xiaoping’s strategic vision for 2050 was, “If
we reach a per capita GNP of four thousand dollars and are commonly
affluent, we will then be able to better demonstrate the superiority of
the socialist system over the capitalist system, and we will have pointed
out the direction of struggle for three-fourths of the world’s population
and proven the correctness of Marxism even more.”® Accordingly, we
propose the goal of China’s economic and social development in 2030
from a long-term, strategic and forward-looking perspective, namely, that
more than one billion Chinese people work together to build a socialist
China of common prosperity (referred to as the “commonwealth soci-
ety”). This goal is not only a natural continuation and historical necessity
to achieve the goal of building a moderately prosperous society in 2020
but also a middle station and a necessary path to socialist modernization
in 2050. From 2030 to 2050, China will continue to strive to achieve
the second-century goal, and China will move from well-off to affluent,
from low to middle income to high income, and common prosperity is
the most important development theme, the core development goal and
the biggest development task of socialist China.”

7 See Hu Angang, edited by Hu Angang, China’s Grand Strategy, Zhejiang People’s
Publishing House, 2003, pp. 8-9.

8 Selected Writings of Deng Xiaoping, Volume III, People’s Publishing House, 1993
edition, pp. 195-196.

9 See Hu Angang, Yanyan Yilong, and Wei Xing, “2030 China: Towards Common
Wealth,” Renmin University of China Press, 2011.
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By 2020, at constant prices, China’s GDP is equivalent to 5.28 times
that of 2000, with an average annual growth rate of 9.3%, exceeding not
only the World Bank (1997) forecast of 3.33 times!? but also the US
RAND Corporation (2001) forecast of 2.65 times.!! GDP per capita
(PPP, 2017 international dollars) rose from 3452 international dollars
in 2000 to 16,316 international dollars in 2020, an increase of 4.73
times, with an average annual growth rate of 8.1%. Based on the current
rural poverty standard in 2010 (living standard of 2300 yuan per person
per year, constant 2010 prices), the 462.24 million rural poor in 2000
will all be eliminated from absolute poverty by 2020. China is not only
on schedule to build a moderately prosperous society but has already
exceeded the expected goals of the 16th and 17th Party Congresses.

Because of the first two decades of the twenty-first century, China is
on schedule to achieve the first-century goal of building a moderately
prosperous society. General Secretary Xi Jinping has proposed a phased
goal of promoting common prosperity in China: by the end of the 14th
Five-Year Plan, the common prosperity of all people will have taken a
solid step forward, and the gap between the income of residents and
their actual consumption level will have been gradually reduced. By 2035,
the common prosperity of all people will have made more obvious and
substantial progress, and basic public services will have been equalized.
By the middle of this century, the common prosperity of all people will
have been basically realized, and the gap between the income of residents
and their actual consumption level will have narrowed to a reasonable
range.

In January 2021, General Secretary Xi Jinping pointed out in his
speech at the opening session of the special seminar for major leading
cadres at the provincial and ministerial levels to study and implement the
spirit of the Fifth Plenary Session of the 19th CPC Central Committee
that achieving common prosperity is not only an economic issue but also
a major political issue related to the Party’s ruling base. It is necessary
to consider the needs and possibilities in an integrated manner, to make
gradual progress in accordance with the laws of economic and social
development, to consciously and actively solve the problems of regional

10 gee World Bank, edited by China in 2020, China Financial and Economic Press,
1997 edition.

11 Charls Wolf, Jr., Anil Bamezai, K.C. Yeh, and Benjamin Zycher, 2000, Asian
Economic Trends and Their Security Implication, RAND, Arroyo Center.
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disparity, urban—rural disparity, and income disparity, and to continu-
ously enhance the people’s sense of access, happiness, and security.!? This
becomes the basic idea and starting point of this book’s research.

In March 2020, Premier Li Keqiang clearly proposed in the Govern-
ment Work Report to adhere to the principle of doing one’s best and
within one’s means, strengthen the construction of universal, funda-
mental, and bottom-up livelihoods, and formulate an action platform
to promote common prosperity, so that the fruits of development can
benefit all people in a greater and fairer way. To this end, the relevant
departments are in the process of formulating such an outline. Based on
this need, this book focuses on the theme of “Building a Commonly
Affluent Society” and, from a new historical starting point, conducts
in-depth and systematic forward-looking research to provide decision-
making advice for major decisions such as the formulation of the action
plan for promoting common prosperity. Our research has gone through
five stages.

In the first phase, the 14th Five-Year Plan study was launched in 2019,
and a number of national reports have been published for the reference
of policy-making departments.

In the second phase, the 14th Five-Year Plan and the 2035 Vision
Study will be organized from 2020 onwards.

In the third stage, based on the “Proposal of the Central Committee of
the Communist Party of China on Formulating the 14th Five-Year Plan
for National Economic and Social Development and the 2035 Vision” of
the Fifth Plenary Session of the 19th CPC Central Committee, and based
on in-depth study and systematic research, we organized our colleagues
from the National Research Institute and post-docs to write the “14th
Five-Year Plan” and the 2035 Vision. The book has a medium and long-
term vision and realization path for building a common wealthy society
through three five-year plans. The book has been officially published by
Oriental Publishing House and has attracted wide attention from various
parties.

In the fourth stage, Professor Zhou Shaojiec and I published our
academic paper “2035 China: Towards Common Wealth” in the Journal
of Beijing University of Technology (Philosophy and Social Science

12 gee “In-depth Study and Resolute Implementation of the Spirit of the Fifth Plenary
Session of the 19th CPC Central Committee to Ensure a Good Start in Building a
Comprehensive Socialist Modern State,” People’s Daily, January 12, 2021.
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Edition). The Fifth Plenary Session of the 19th CPC Central Committee
proposed that by 2035, “the visionary goal of socialist modernization will
be basically realized, and the common prosperity of all people will have
made more obvious and substantial progress.” Accordingly, we focused
on the theoretical and practical issues of common prosperity, based on
Marxist political economy theory, and comprehensively elaborate the
profound connotation, goals, and ways of achieving common prosperity,
as well as design the index system and assessment methods. We gave an
outlook of China’s development in the next 15 years and make medium-
and long-term projections on the economic and social goals related to
the development of common prosperity from the 14th Five-Year Plan
to 2035; discussed the opportunities and challenges facing China in
achieving common prosperity in the new era, the overall goals and
development targets, policy recommendations and global significance;
proposed the strategic path, major tasks and key measures for achieving
common prosperity in steps and stages. It also proposed strategic paths,
major tasks, and key measures to achieve common prosperity in steps and
stages, with a view to solving the problems of narrowing the three major
gaps between regions, urban and rural areas, and incomes, achieving the
goal of equalizing basic public services and providing Chinese experience
for mankind to break the gap between the rich and the poor. This has
become the academic basis of this book.

In the fifth stage, Shaojie Zhou and I wrote the book “2035 China:
Building a Common Wealth Society.” Based on General Secretary Xi
Jinping’s important discussion on common prosperity, and building
upon in-depth study and research, we made medium and long-term
outlook, analyzed opportunities and challenges, and proposed a scien-
tific and feasible indicator system, major tasks and policy ideas to promote
common prosperity, as an academic version of “The Greatest of Nations.”
In addition, according to the requirements of relevant parties, we have
also written thematic research reports for the reference of relevant parties
in decision-making.

The main conclusion of this book is that, on the whole, whether
from the perspective of development foundation, development stage,
development conditions, development capacity, development strategy and
development policy, China has the conditions of timing, location, and
human harmony for more than 1.4 billion people to build a common
wealthy society together under the leadership of the CPC, which is an
unprecedented historical mission that cannot be achieved lightly and must
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take Greater efforts must be made than ever before. The realization of
the goal of common prosperity can certainly make a greater contribution
than ever before. This is because more than 1.4 billion Chinese people
will not only enter a high-income stage and reach the level of medium-
developed countries but will also further accelerate the great changes
in the world landscape, making significant contributions to the inno-
vative, coordinated, green, open, and shared development of the world
and opening up a new path of modernization for common prosperity for
mankind.

This research was supported by Tsinghua Strategy for Height-
ening Arts, Humanities and Social Sciences: “Plateaus & Peaks”
(2021TSGO8303 & 53120600123). I would like to express my thanks
here!

This book is the collective achievement and wisdom accumulated by
the National Research Institute over a long period of time. It also incor-
porates the National Research Institute’s book “The 14th Five-Year Plan
and the 2035 Vision” (Oriental Press, October 2020), which I edited,
and the report “2035 China: Basic Realization of Socialist Moderniza-
tion” (October 2021). The book also includes a number of special reports
on the state of the nation for policymakers’ reference. As a result of the
research on national conditions and policies, this book is a new achieve-
ment in practicing the concept of “knowledge for the people, knowledge
for the country, and knowledge for humanity,” as General Secretary Xi
Jinping has requested, standing higher, looking farther, and thinking
deeper.

Hu Angang
December 2021 at Tsinghua University
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