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“How China is different from India” by S L RAO 

How has China kept a consistent high growth rate since reforms started in 1979, and India has not? Some explanations are: their Confucian ethic of discipline and obedience; an authoritarian militarist state with severe penalties for non-compliance; a highly disciplined top leadership that implements decisions once agreed, without further argument. 

Chinese statistics are said to be unreliable. So are ours. The Rangarajan Commission establishes serious deficiencies.

However, there is no gainsaying the evidence of Chinese progress: inflow of FDI in 1999 of 38.7 billion USD vs. 2.2 billion USD into India; foreign exchange reserves of over USD160 billion against about USD 45 billion with us today; it dominates US exports in a many products; its urban infrastructure is as good as the best in the world; and it exports products designed so that even the poorest can think of buying them.

For years, surveys have shown that Indians will buy products if they are priced within their reach. That requires cutting down on the frills, giving smaller pack sizes, and even reducing quality in terms of product life or appearance, to keep prices down. But it is the small-scale imitator of well-known brands who gives a lesser quality for a lesser price, not the organized, branded manufacturer. Chinese under-design products to make then affordable by poor households. If the consumer can afford only Rs 2 for a battery, or Rs400 for a bicycle or Rs 4000 for a scooter, they design products to sell at such prices. Those who can afford to pay more for superior quality do so. Our established manufacturers are unlike the Chinese, conditioned by multinational companies whose practices evolved in markets that can afford high prices for superior products, and that suited an economy where capacities were restricted by license.  

The “made in China” label on most toys, garments and footwear strikes any visitor to stores in the U.S.A.  China dominates the export of labour-intensive products in the world. We do not, except with gems and jewelry. We have a large cottage and small-scale sector making such labour intensive products. Their exports amount to about 20% of our total exports, but they account for small shares of their total world exports. By making the small-scale sector a separate category, we have kept it largely backward in design and technology, with non-standard production. 

China has put its maximum emphasis on exports, and on manufactured products. In the twenty years of reform till 1999, Chinese manufactured goods exports went up in GDP from 4% to 18%; in India they are 7.1% in 199-00. They concentrated on industrial growth. Industry’s share of GDP rose to 50% over the twenty years of reform from 1979. In India, at best, it has remained static. An appropriate and efficient infrastructure for industry exists in China. It does not in India, adding to time and costs.

China also has incentives and disincentives at central, state and town levels for performance. We do not. Our governments measure performance by the spending of budgets, not the achievement of objectives. Foreign investment in China is in land, buildings, plant and machinery. Of the comparatively small foreign investment in India, a high proportion is in portfolio investment, and in buying up already existing capacities. A smaller proportion in recent years has gone to build industrial capacity. Domestic investors have followed suit. 

With China joining the WTO, we shall soon see how much truth is there in the allegation that Chinese goods are priced below cost or enjoy hidden subsidies on input costs. If that were so on the scale of their exports, their fiscal management would not be as sound. What we may more likely see is aggressive competition of the kind that the Koreans have shown; thereby quickly gaining large market shares in cars and other consumer durables. China has almost passed the robber baron phase of early industrialization. Inside WTO, it will have to play by the rules of the rest of the world.

Our weakness is the hypocrisy of our political leadership, poor implementation capability of our administration, speculative mentality of so much of our industry, poor work ethic in the work force, encouraged by legislation, leadership, and public ownership. Our defence forces, and many companies have shown that we can be disciplined and productive. Our culture actually encourages work without thought of reward. The attempt to achieve equality within a small economy made us put reward before performance. Political and business leadership lies in changing these attitudes. (750) 

