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China’s 13th Five-Year Plan  
(2016-2020) was finalised during the 
government’s annual ‘Two Sessions’ 
policy meetings in March. We asked a 
number of experts for their views on 
what it all means

The 2016-2020 plan is an ambitious 
one, and we can expect China to 
make a concerted effort over the 

next five years to cultivate a more dynam-
ic, mature and outward-looking market. 

This is the last five-year period before 
China reaches its 2020 deadline for 
achieving a ‘moderately prosperous 

society.’ The plan reveals how the government is planning 
to relieve the economy’s numerous pressure points. 

The government has set a target to achieve at least 6.5 
percent average annual growth with immediate effect. By 
2020, it hopes to double 2010 levels of GDP and per capita 
income. Although the 6.5 percent target is much lower 
than the nearly 8 percent in the previous Five-Year Plan, 
and lower even than the 6.9 percent achieved in 2015, this 
still falls in the range of medium- to high-speed growth and 
remains higher than that of all other major economies.

This suggests that the government is driving towards 
more sustainable, higher-quality, long-term development. 
Efforts are being made to harness new engines of growth. 

‘Supply-side reform’ is one of the new plan’s key 
phrases. Aimed at tackling inefficient supply and produc-

THE ECONOMIST 
Born in China, Ingrid Ge graduated from the 
University of British Columbia and the Chinese 
Academy of Social Sciences, and holds a Masters 
degree in Economics. She has more than ten 
years consulting experience in international trade 
and law, and after working at consulting firm PwC, 
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Chinese macroeconomic issues
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tion overcapacity, the measure will 
include restructuring many state-
owned ‘zombie’ enterprises, which 
includes enforcing company 
mergers and close-downs. The 
move will be away from industries 
with production overcapacity such 
as steel, cement and coal, and 
towards injecting new resources 
into emerging industries such as 
IT, high-end manufacturing, low 
carbon industries and genetic 
technology.

The plan emphasises big data, 
encryption technology and core 
technology, which can bring 
China to the forefront of global 
science and technology. By 2020, 
the proportion of GDP accounted 
for by R&D should increase to 2.5 
percent, from less than 2.2 percent 
in 2015. By 2020, the government 
will establish 1,200 training bases 
that aim to cultivate 10 million 
skilled workers.  

Alongside the measures to 
improve supply-side efficiency, infra-
structure investment will continue 
to grow. This includes investment 
in railways, roads, and airports, as 
well as water conservation projects, 
hydroelectric and nuclear energy 
plants, POL and gas pipelines, and 
urban infrastructure. 

n Setting annual Growth targets at 6.5 – 
7 percent.
n Innovating from heavy industry to 
information-intensive infrastructure. 
n Expanding the online economy whilst 
cleaning up and encouraging a positive 
online environment.
n Developing green-tech and promoting 
low-carbon industries, green finance and 
environmental protection. Protecting 
natural resources will become part of an 
official’s performance evaluation.
n Promoting entrepreneurship  
and enabling creativity.
n Reforming the economy to include 
mergers of under-performing state-run 
enterprises and further competition in  
monopolised sectors, including electricity, 
telecoms, transport-ation, resources and 
public services. 
n Encouraging cooperation between 
education institutes and business, and 
creating more vocational schools.
n Implementing Made in China 2025, 
which means increasing quality of 
production, building better technology 
platforms, becoming globally competitive, 
and investing more in R&D.
n Expanding social reform to include 
rural land reforms, lowering social 

insurances, reforming the household 
registration system, and raising the retire-
ment age. 
n Strengthening efforts to improve rule 
of law, judicial credibility and protection 
of rights.
n Establishing more international 
cooperation and playing an active role 
in international macroeconomic policy 
such as developing the Internet, as well 
as outer space, and deep-sea, and polar 
regions.
n Reforming the military to reduce the 
number of high-up generals.  
n Bridging the welfare gaps between 
rural and urban residents.
n Implementing fiscal reforms and 
improving issuance of trading systems. 
Further opening of financial markets to 
achieve RMB as a convertible capital 
account.
n Transitioning from a one-child  
policy to a two-child policy, as well 
as improving women’s and children’s 
healthcare and implementing reforms 
of public hospitals. 
n Showing zero tolerance for officials 
who slack at their jobs but room for cor-
rection for those that make mistakes, and 
rewards for officials who innovate. 

AT A GLANCE: KEY POINTS
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LEFT:  

China’s leaders 
Xi Jinping and 
Li Keqiang 
announce the 
13th Five Year 
Plan at the Great 
Hall of the People
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The out-
come of the 
recent Two 

Sessions (Liang-
hui) offers useful 
insight about 
where China’s 
leadership sees 

the country in 2020. The headline 
targets reflect the leadership’s con-
tinued belief in their capacity to im-
plement and manage socio-econom-
ic change, regardless of significant 
uncertainties in the international 
economy. Yet concealed within its 
objectives are substantial threats to 
the party’s ability to generate em-
ployment, implement urbanisation 
and create genuinely independent 
regulatory organisations. 

It is unsurprising that concerns 
over economic growth have domi-
nated discussions. Premier Li 
Keqiang’s apparent determination 
that China would hit the headline 
6.5 to 7 percent growth target, and 
his willingness to use all available 
means, speaks volumes about the 
link between growth, employment 
and the party’s own legitimacy. 
Central to this legitimacy is the 
target of creating at least 50 million 
urban jobs by 2020, or ten million 
per year. It has long been believed 
that to create necessary infra-

structure improvements, maintain 
employment growth, and deliver 
improvements in living standards, 
China requires a growth rate in the 
region of 8 percent. The new growth 
range of between 6.5 and 7 percent 
now appears to represent the party’s 
bottom line in doubling per capita 
GDP by 2020 and meeting its job 
creation targets. 

The employment challenge is 
inextricably linked to the lead-
ership’s goal of reaching a 60 
percent urbanisation rate by 2020. 
In implementing its target of 
giving 100 million rural dwellers 
urban household registration in 
the next five years, officials appear 
willing to tolerate a slight rise 
in urban unemployment (to 4.5 

percent). The urbanisation plan 
is also hoping to lift 55.7 million 
people out of poverty. Were this 
achieved, China would go a long 
way towards eliminating rural 
poverty. Encouraging urbanisa-
tion will help increase agricultural 
productivity by releasing surplus 
labour. It will also somewhat 
lessen the social consequences 
of migrants living long distances 
from their families. It does, 
however, amplify the financial 
pressures on already stretched 
local governments, and implies 

THE ACADEMIC
Dr. Damian Tobin is a lecturer in Chinese business and 
management at the Centre for Finance and Management 
Studies, SOAS, University of London. He has co-authored 
distance learning courses on international corporate 
governance, and domestic and international issues in China’s 
economy. His research has focused on areas such as the 
development of corporate governance and financial regulation 
and the size of China’s public sector. He has published 
on topics related to China’s enterprise reform, corporate 
governance, and public finance 

If the plan is achieved, China will go a long 
way towards eliminating rural poverty   

Environmental sustainability 
issues appeared in the Five-Year 
Plan for the first time this year. 
Energy efficiency and green growth 
will come under closer scrutiny 
in the effort to combat environ-
mental pollution, and the govern-
ment promises to take ‘the most 
exacting environmental protection 
measures ever’ over the next five 
years, to clean up the country’s 
air and water. Acquisitions and 
corporate mergers will continue in 
high energy consuming industries 
and others with overcapacity, and 

using clean energy is being encour-
aged. The government is introduc-
ing support programmes to achieve 
cumulative production and sales of 
five million new energy vehicles by 
2020. 

China is placing great impor-
tance on cultivating an internation-
ally open, and outward-looking 
economy. International cooperation 
under the One Belt, One Road initi-
ative is a pillar of the new Five-Year 
Plan, along with improvements to 
production efficiency – drawing on 
overseas expertise – and the gradual 
roll-out of the existing free trade 
zone network. 

In tandem with the ‘negative 
list’, which was first piloted in 
the Shanghai free trade zone, the 
government is adopting a ‘national 
treatment’ approach. This means a 
move towards a level playing field 
for overseas businesses establishing 
themselves in China, which could 
attract and facilitate inward foreign 
investment. 

This plan reveals  
how the government 
is planning to relieve  
the economy’s  
numerous pressure 
points 

FIVE-YEAR PLAN 
SPECIAL REPORT
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CLARITY FOR CHARITY
At this year’s Two Sessions, China’s first charity legislature was 
introduced, writes Clare Pearson  

This year’s Two Sessions introduced the draft of 
China’s first charity law to the national legislature. 
The draft provides stipulations on Chinese 
charities’ registration and operation; once it 
is passed, the Foreign Non-Governmental-
Organisation (FNGO) law will follow. This will 
provide specific regulations governing foreign 
charities.

The stricter definition of “charity” under China’s new FNGO 
law may preclude some FNGOs from continuing to thrive in a 
legal gray zone. However, those FNGOs willing to be flexible and 
comply with the new law will be the foundation of China’s future 
civil society. 

China is aiming to grow the number employed in the 
charitable sector to 10 percent of the population. According to 
the China Daily, it also hopes to enlist 40 percent of its citizens 
in volunteer work to build stronger communities.

that China needs to maintain productivity growth in 
the urban economy. 

Whilst officials appear to believe the above would 
enable China join the ranks of middle- to high-income 
countries, their success in implementing these policies 
remains dependent on supply-side interventions. 
Tackling overcapacity in the state sector, especially in 
sectors such as steel and real estate, and creating the con-
ditions for urbanisation all require strong supply- side 
policies. Proposals to limit emissions of tiny harmful par-
ticulate matter signal a serious step forward in meeting 
China’s environmental commitments. Such commit-
ments could only be successfully implemented if officials 
believe that smaller inefficient plants can be shut down 
and taken out of production. Similarly, efforts to reduce 
red tape and bureaucracy – a longstanding feature in 
work reports – will only be realised if the party is willing 
to create genuinely independent regulatory and supervi-
sory agencies. 

All of this suggests that by 2020, China will be a 
greener and more prosperous economy. However, the 
policy constraints that control these proposals have not 
changed. Urbanisation is no panacea for rural poverty. 
Reducing the presence of the state in key sectors, par-
ticularly heavy industry, and a creating a greater share 
of services in national income, is consistent with the 
‘green’ planning priorities in the 13th Five-Year Plan. 
However, such objectives appear at odds with the con-
tinued reliance on coal and oil as energy sources. China 
is as dependent now as it was in the 12th Five-Year 
Plan on heavy industry and the products it supplies. 
This mix of commercial incentives, growth targets and 
energy dependence could ultimately derail supply-side 
policies. »
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The opening 
ceremony 
for China’s 

annual parliament 
session seemed 
more somber than 
in the previous 
two years, where 

there was a mood of nervous energy 
around President Xi Jinping’s cam-
paign to take down corrupt officials. 
This year, the focus was on China’s 
slumping economy. Even the young 
women striking poses on the Great 
Hall of the People steps – hailed 
by the People’s Daily as the 2012 
National Party Congress’ “beauti-
ful scenery” – seemed reserved and 
hesitant. 

After twelve days of mind-
numbing meetings – during which 
a reporter I did not know fell asleep 
on my shoulder – the final vote 
tallies exhibited the wide backing 
of the Communist Party of China’s 
economic policies, including a 
growth target of 6.5 to 7 percent for 
this year. 

Yet in private conversations, 
delegates surprised me with their 
willingness to express worries about 
the leadership’s promised reforms. 
Some said there should be less 
emphasis on growth targets, whilst 
others said small and medium-sized 
enterprises and foreign firms should 
have more freedom. Still others 
advocated less intrusive government 
planning. Implied but unspoken, 
they were expressing hope that the 
party would relinquish some politi-
cal control for the sake of saving the 
economy. 

Beijing seems to have a window 
of opportunity to prevent an 

economic hard landing. Last 
year, China’s gross domestic 
product grew by 6.9 percent – the 
weakest growth in more than a 
quarter of a century – missing the 
7 percent target announced at last 
year’s congress. 

It increasingly looks like the 
country is risking succumbing to 
the so-called middle-income trap, 
where it will struggle to push past 
a certain income level. Moody’s 
Investors Service recently down-
graded China’s credit rating outlook 
from ‘stable’ to ‘negative’ citing as the 
reason rising government debts, a 
fall in reserve buffers, and uncer-
tainty about authorities’ capacity to 
implement reforms. 

Despite the high stakes, all signs 
indicate the party is unwilling to 

let market forces play a greater role 
in guiding a transition away from a 
manufacturing economy toward a 
more mature growth model driven 
by consumption and innovation – 
which the leadership has repeatedly 
stated it wants.  

Congress delegates have 
approved a draft resolution on the 
13th Five-Year Plan for social and 
economic development until the 
year 2020. The plan calls for the 
creation of more than 50 million 
new urban jobs and improvements 
to expressways and high-speed 
railways; it also seeks to have the 
science and technology sector make 
up 60 percent of economic growth. 
In addition, the plan reconfirmed 
pre-existing targets to double per 

capita income and gross domestic 
product by 2020, from 2010 levels.

However, the hefty document 
only occasionally mentions state-
owned enterprises (SOEs), which 
are often inefficient and reliant on 
government subsidies; it offers few 
concrete ideas on SOE reform, or 
how to fight overcapacity in sectors 
such as steel and coal. Despite 
paying lip service to encouraging 
research, innovation and small busi-
nesses, Beijing’s plan for support-
ing growth in the next five years is 
pinned to state-driven infrastructure 
investment. 
     At a press conference following 
the congress, Premier Li Keqiang 
also promised to make government 
information more accessible to the 
public; this includes budgets and 

matters relating to income and 
expenses. However it is doubtful, 
given China’s recent crackdown 
on journalists, that citizens will 
be able to effectively monitor the 
government. “Without political 
liberalisation,” writes David 
Shambaugh in his new book, 
China’s Future, “attempts at reforms 
will fail to prevent the economy 
from stagnating.” And according to 
Moody’s, Beijing is bound to fail if 
it chases the “impossible trinity” of 
growth, reform and stability. 
    As a capital-based journalist, I am 
reluctant to opine on what Beijing 
must or must not do. But it looks 
like I can expect more of the same 
uneventful goings-on at next year’s 
congress.  

THE JOURNALIST 
Joanna Chiu is China correspondent for 
Deutsche Presse-Agentur international news 
wire. She has previously worked for the 
South China Morning Post, The Economist 
and the Associated Press. Her work has 
also appeared in The Atlantic, Foreign Policy, 
Al Jazeera, The Daily Beast, GlobalPost, 
Mashable, The Nation, IRIN and The National

Some advocated less intrusive  
government planning
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