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China’s rapid rise is doubtless the most significant economic and

geopolitical event in the twenty-first century. What has led to its rise?

What does it mean for the rest of the world? When will China over-

take the US? Will the conflict between the two superpowers derail its

further rise? Can China’s development experience be emulated by

other countries? These are some of the important questions addressed

in this jargon-free, yet rigorous, book. It debunks many popular

explanations of China’s rapid economic growth ranging from abun-

dance of cheap labor, export promotion, demographic dividend, and

strong government, to mercantilist policies and IP theft. Taking a

global comparative approach, this book demonstrates convincingly

that the true differentiating factor making China grow faster than other

developing countries over the past four decades is the Confucian

culture of savings and education. This cultural perspective yields

powerful new insights into many questions regarding China’s rise.

Tian Zhu is Professor and Santander Chair in Economics at China

European International Business School (CEIBS). Before joining CEIBS

in 2005, he taught at the Hong Kong University of Science and

Technology (HKUST) for ten years. Zhu is an expert on China's

economy, having published many articles and also two books in the

area. He was awarded the 2017 Bergson Prize by the Association for

Comparative Economic Studies for the best article published in

Comparative Economic Studies. Educated in China and the US, Zhu

received his BSc, MA, and PhD degrees from Tsinghua University,

Peking University, and Northwestern University, respectively.

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

Catching Up to America
Culture, Institutions, and the Rise
of China

 

China Europe International Business School

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

University Printing House, Cambridge CB2 8BS, United Kingdom

One Liberty Plaza, 20th Floor, New York, NY 10006, USA

477 Williamstown Road, Port Melbourne, VIC 3207, Australia

314–321, 3rd Floor, Plot 3, Splendor Forum, Jasola District Centre,

New Delhi – 110025, India

103 Penang Road, #05–06/07, Visioncrest Commercial, Singapore 238467

Cambridge University Press is part of the University of Cambridge.

It furthers the University’s mission by disseminating knowledge in the pursuit of

education, learning, and research at the highest international levels of excellence.

www.cambridge.org

Information on this title: www.cambridge.org/9781316510612

DOI: 10.1017/9781009038997

© Tian Zhu 2021

This publication is in copyright. Subject to statutory exception

and to the provisions of relevant collective licensing agreements,

no reproduction of any part may take place without the written

permission of Cambridge University Press.

First published 2021

A catalogue record for this publication is available from the British Library.

Library of Congress Cataloging-in-Publication Data

Names: Zhu, Tian, author.

Title: Catching up to America : culture, institutions, and the rise of China / Tian Zhu,

China Europe International Business School.

Description: Cambridge, United Kingdom ; New York, NY : Cambridge University Press,

2021. | Includes bibliographical references and index.

Identifiers: LCCN 2021020767 (print) | LCCN 2021020768 (ebook) | ISBN

9781316510612 (hardback) | ISBN 9781009017657 (paperback) | ISBN 9781009038997

(epub)

Subjects: LCSH: China–Economic conditions–2000- | Economic development–China–

History–21st century. | China–Economic policy–2000- | BISAC: BUSINESS &

ECONOMICS / Development / Economic Development | BUSINESS & ECONOMICS

/ Development / Economic Development

Classification: LCC HC427.95 .Z47228 2021 (print) | LCC HC427.95 (ebook) | DDC

330.951–dc23

LC record available at https://lccn.loc.gov/2021020767

LC ebook record available at https://lccn.loc.gov/2021020768

ISBN 978-1-316-51061-2 Hardback

ISBN 978-1-009-01765-7 Paperback

Cambridge University Press has no responsibility for the persistence or accuracy

of URLs for external or third-party internet websites referred to in this publication and

does not guarantee that any content on such websites is, or will remain, accurate

or appropriate.

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

For Xiaoling, Liefu, Liewen, and Liewei

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

Contents

List of Figures page viii

List of Tables x

Acknowledgments xiii

List of Abbreviations xv

Introduction 1

1 Just How Rapid Is China’s Rise? A Global Comparison 13

2 Explaining China’s Rise: Some Popular Views 33

3 Do Institutions Rule? 50

4 Savings and China’s Investment-Led Growth 74

5 The Role of Education: Quantity and Quality 106

6 Technological Progress and Innovation 134

7 Confucian Culture as the Key Differentiating Factor 156

8 Why Is China Slowing Down? 176

9 Catching Up to America in a Post–COVID-19 World 207

Appendix 229

References 241

Index 263

vii

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

Figures

2.1 Economic growth by income group page 35

2.2 Economic growth and initial income level: 1982–2012 36

2.3 Growth in GDP per capita: 1982–2012 37

2.4 Export-to-GDP ratio (%): 1978–2012 47

3.1 Democracy and economic growth: 2000–2010 64

4.1 China’s household savings rates: 1978–2018 86

4.2 Consumption and economic growth 98

4.3 Return on capital: 1982–2017 104

5.1 Average years of schooling and GDP per capita

in 1980 110

5.2 Average years of schooling and GDP per capita

in 2005 112

6.1 Growth in patent applications: 1985–2018 144

6.2 Published articles in science and engineering:

2000–2018 147

6.3 Quality index of S&E publications: 1996–2016 149

6.4 R&D expenditure as a percentage of GDP (%):

1996–2017 153

8.1 Change in the relative income of middle-

income economies 180

8.2 Change in the relative income of low-

income economies 182

8.3 Economic growth across Chinese provinces:

1978–2018 185

8.4 Income level and growth across Chinese provinces:

2013–2018 186

8.5 Economic fluctuations: GDP per capita growth,

1978–2018 (%) 188

viii

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

8.6 China’s consumption, investment, and export growth:

2011–2018 (%) 193

8.7 Fiscal expenditure and money supply growth in China:

2011–2018 196

9.1 Long-term GDP per capita growth: 1979–2019 209

9.2 Growth slowdown and relative development level:

The case of the four East Asian economies 211

A2.1 Two measures of fixed investment (in billion RMB):

Gross fixed capital formation (GFCF) versus total

investment in fixed assets (TIFA) 237

   ix

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

Tables

1.1 Economic growth around the world: 1982–2012 page 14

1.2 GDP per capita growth rates in the world: 1980–2010

by decade 16

1.3 Growth rates based on the Maddison Project and

the Penn World Table: Compound annual growth rates

of GDP per capita over the 1980–2010 period (%) 19

1.4 GDP per capita and Engel coefficients 22

1.5 Growth in disposable income per capita in China 24

1.6 Growth miracles after WWII 27

1.7 “Non-miracle” growth in GDP per capita worldwide:

1950–2010 28

1.8 Economic growth from a historical perspective 30

2.1 GDP, population growth, and demographic dividend:

1982–2012 (%) 41

2.2 Demographic dividends in East Asia and other regions:

1965–1990 43

2.3 Export-to-GDP ratio around the world (%) 46

3.1 Annual growth rates of GDP per capita between

two twenty-five-year periods 53

3.2 Economic freedom and business environment around

the world 55

3.3 Ranking for political stability and

governance effectiveness 66

4.1 Savings, investment, and economic growth: 1982–2012 81

4.2 Urban household savings rates by income group (%) 85

4.3 Do Chinese people value hard work and thrift more

than others? 91

4.4 Hofstede’s long-term orientation (LTO) index 95

x

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

4.5 Consumption rate and consumption growth (%):

1992–2012 99

4.6 Comparative investment efficiency: ICOR (%) 102

5.1 Average years of schooling of the adult population

over fifteen years old 107

5.2 Measures of education quality around the world 115

5.3 Origin of immigrant inventors 119

5.4 “National IQs” according to Lynn and Meisenberg 121

5.5 Government expenditure on education 124

5.6 Pressure on children to do well in school:

Global comparison 125

6.1 Patent applications and grants worldwide (2018) 139

6.2 Compound annual growth rate of patent applications 143

6.3 Article counts, growth, and contribution share:

2000–2018 148

6.4 R&D researchers and R&D expenditure 152

6.5 Global innovation index ranking: 2019 154

7.1 Corruption perceptions index: 1995–2019 168

7.2 Social trust around the world 171

8.1 World Bank’s income group thresholds (in US$) 178

8.2 Episodes of rapid growth: A comparison between

East Asia and Latin America 184

8.3 GDP per capita growth before and after the global

financial crisis (%) 190

8.4 Export and import growth before and after the global

financial crisis 191

8.5 Money supply (M2) to GDP ratio around the world 202

8.6 Leverage ratios in the nonfinancial corporate sector

(% of GDP): 2008–2018 204

9.1 Impact of COVID-19 on GDP growth and projection

to 2025 (%) 218

9.2 China’s relative economic power compared with

other countries 225

   xi

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

A1.1 Housing consumption around the world: 2009 230

A1.2 Family car ownership from two data sources 232

A1.3 Disposable income from household survey data and

flow of funds (FOF) data 233

A1.4 Reestimated consumption rates in China 234

A2.1 Reestimated investment rates (GCF/GDP) in China 240

xii   

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

Acknowledgments

Seven years ago, a group of executive students enrolled in the Adolfo

Ibanez Business School at the University of Chile came to China

Europe International Business School (CEIBS) where I teach. These

students came from several Latin American countries. I gave a lecture

on the Chinese economy for half a day. During recess, a student came

to talk to me. He said that he was from Paraguay and had worked for

the government’s economic research department. He pointed out that

in the early 1980s Paraguay already had a GDP per capita above

US$1,500, while it was only $200 in China; three decades later,

Paraguay’s GDP per capita was still less than $4,000, but it was over

$5,000 in China. So his question was, why had China been able to

grow so fast while Paraguay had grown so slowly? What was China

doing right? Or what was Paraguay doing wrong? I did not know

anything about Paraguay at the time, and naturally I could not give

him an answer. But the question raised by this Paraguayan student

has stayed with me and has become a question that I have been

studying and trying to answer for the past few years. The result of my

research is this book in your hands.

Most of the ideas in this book have been published in my

Chinese books and articles. My dean at CEIBS, Professor Yuan Ding,

thought that I should spread these ideas to non-Chinese speakers and

encouraged me to write a book in English. Together with the associate

dean for research, Professor Bin Xu, they initiated a research grant

scheme to support faculty to write books and I was one of the first

beneficiaries. I am therefore most grateful to Yuan and Bin for their

enthusiastic support, without which this book would not have

been written.

During my research for this book, I received help,

encouragement, and constructive criticism frommany colleagues and

xiii

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

friends. I would like to express my heartfelt gratitude to them. They

include Jiahua Che, Shimin Chen, Kim-Sau Chung, X. L. Ding, Albert

Hu, Yuhchang Huang, Carsten Holz, Dipak Jain, Mingjun Li, Shan Li,

Neng Liang, Yimin Lin, Yingyi Qian, Rama Velamuri, Xiaozu Wang,

Yi Wen, Dingbo Xu, Lixin Colin Xu, Yang Yao, Fang (Frank) Yu, Hua

Zhang, Weijiong Zhang, and Dongsheng Zhou. I am especially

grateful to Fang Liu and Jun Zhang with whom I collaborated on the

research summarized in the Appendix. I also want to thank Danni

Chen, Cheng Li, and Sophie Song for their excellent assistance in

searching the literature, compiling references, proofreading, and

translating Chinese materials.

The main arguments of this book have been presented many

times both in and outside CEIBS. I have been constantly inspired and

encouraged by discussions with many CEIBS colleagues and students

and other attendants in my lectures. I thank them all. I would also like

to thank four anonymous reviewers for their very helpful referee

reports on the original manuscript. I am especially touched by the

extraordinary professionalism of one reviewer who wrote a seven-page

report giving detailed comments chapter by chapter. Thanks to the

many helpful comments and constructive suggestions from the

reviewers, I believe that the revised manuscript is much improved.

I am deeply indebted to Joe Ng, the acquisitions editor at

Cambridge University Press, for his unfailing professionalism and

support for this book project. I am also grateful to Zhifeng Hu of

CEIBS Publishing for his effort and patience in facilitating publication.

Last but not least, I want to thankmy family. My wife, Xiaoling,

has been my most diligent reader, editor, and critic. She is a literary

writer with no particular interest in economics. However, I wanted

my book to be easily understood by a layperson like her, so in this

sense, she is actually my perfect reader. I must also thank my two

adult sons, Liefu and Liewen, who proofread the whole book. Because

they also majored in economics in college, they were often my first

readers and commentators. I dedicate this book with love and

gratitude to my wife and children.

xiv 

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

Abbreviations

BIS Bank for International Settlements

BRICS Brazil, Russia, India, South Africa, and China

CCP Chinese Communist Party

COVID-19 coronavirus disease 2019

EU European Union

FOF flow of funds

GCF gross capital formation

GDP gross domestic product

GFCF gross fixed capital formation

GII global innovation index

GNI gross national income

GNP gross national product

HCA highly cited articles

ICOR incremental capital–output ratio

IMF International Monetary Fund

IP intellectual property

LTO long-term orientation

M2 broad money

NATO North Atlantic Treaty Organization

NBS National Bureau of Statistics, China

NSF National Science Foundation

OECD Organization for EconomicCooperation andDevelopment

PCT Patent Cooperation Treaty

PISA Program for International Student Assessment

PPP purchasing power parity

RCEP Regional Comprehensive Economic Partnership

RMB Chinese renminbi

R&D research and development

S&E science and engineering

xv

www.cambridge.org/9781316510612
www.cambridge.org


Cambridge University Press
978-1-316-51061-2 — Catching Up to America
Tian Zhu 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

SEZs special economic zones

SOEs state-owned enterprises

TFP total factor productivity

TIFA total investment in fixed assets

TVEs township-village enterprises

UCLA University of California, Los Angeles

UK United Kingdom

US United States

WIPO World Intellectual Property Organization

WTO World Trade Organization

WVS World Values Survey

WWII World War II

xvi   

www.cambridge.org/9781316510612
www.cambridge.org

