Interpretations on the
14th Five-Year Plan and
the Long-Range Objectives
Through the Year 2035

Early this month, the Communist Party of China
Central Committee (“CPCCC”) published the
CPCCC's Proposals for the Formulation of the 14th
Five-Year Plan (2021-2025) for National Economic
and Social Development and the Long-Range
Objectives Through the Year 2035 (“the Proposals”).
Containing more than 20,000 words, the Proposals
offers 60 recommendations in 15 sections. It serves as
a significant guideline for China’s social and economic
development in the five to fifteen years to come.
The Proposals is comprised of: 1) a review of the
major achievements on the way to building a
moderately prosperous society in all respects; 2)
long-range objectives through the year 2035 raised
based on an analysis of the future development trend;
and 3) an illustration of the guiding philosophy,
principles and major objectives for the 14th Five-Year
Plan period, as well as the detailed development
scenarios and priorities from 12 aspects. Compared
with previous medium-to-long-term development
plans, the 14th Five-Year Plan and the Long-Range
Objectives Through the Year 2035 reflect noteworthy
new development philosophy, mindset and policies. In
specific, we should attach greater importance to the
following economy-related highlights.
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Shifting from
quantity-focused
development to
all-round development
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Unlike previous wording, such as
“realising medium-to-high-speed
development” or “doubling the
economic size”, the 14th Five-Year
Plan states that we will “make new
strides in economic development,
take new steps in reform and
opening up, further enhance social
etiquette and civility, make new
progress in building an ecological
civilisation, further promote the
well-being of people and further
improve governance capacity”.
This shift mirrors that China will
pay more attention to high-quality
and coordinated development, and
that the pure pursuit of GDP
growth as usual can no longer
adapt to the future development
model. By replacing specific
growth indicators with all-round
objectives, we will be able to cope
with various internal and external
impacts and tweak economic
policies as appropriate.

However, it should be noted that
even though no specific growth
indicators are set, it does not mean
that the growth rate can be entirely
ignored. If the economy does not
grow at a reasonable rate, the
above-mentioned high-quality
development objectives cannot
be achieved, resulting in a rise
in unemployment and a threat
to the wellbeing of people. It is
generally reckoned that the
actual average annual growth
rate in the next five years should
be maintained at 5%-5.5%.
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Upholding the central
role of innovation in the
modernisation drive
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The innovation-driven development
strategy was already proposed in
the 13th Five-Year Plan, yet its
significance has been highlighted
in the 14th Five-Year Plan. On the
one hand, the Proposals sets out
that an emphasis on technological
innovation may bring about
advantages for growth. As China’s
demographic dividend is fading
away, technological progress will
become the biggest driving force
behind growth. Only booming
technological innovation can
assure sustainable economic

development. With an aging
population and a continuouslydropping savings level, we must
resort to technological progress
to improve total factor productivity.
On the other hand, the Proposals
highlights the significance of
self-reliance and self-strengthening
in science and technology, and
considers them a pillar of the
national development strategy. As
China-US strategic competition
has been intensifying, there is no
doubt that this is more important
than ever.
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Attaching more weight to
the build-up of a modern
industrial system
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The innovation-driven strategy is
followed by an initiative to build up a
modern industrial system. This is an
important step forward on the one
put forward in the 13th Five-Year
Plan, indicating that now it is much
higher on the agenda for China. The
Proposals set forth that China will
maintain a stable proportion of
manufacturing and consolidate its
foundation of the real economy,
which seems to vary from the
former focus of accelerating
development of the service industry.
Given the threat posed by the
reversal of globalisation, China-US
trade tensions and COVID-19, the
Proposals particularly highlights the
significance of reinforcing the weak
links of, diversifying and securing
industrial and supply chains. To
build up a fully-fledged modern
industrial system and enhance its
resilience is expected to become a
priority for the country’s future
development strategy.

The Proposals stresses that China
will unswervingly build itself into a
manufacturing power, put more
emphasis on quality and enhance
its strength in cyberspace and
digital technology, signalling the
focus and general orientation of
our roadmap to the future modern
industrial system. In addition, it
also underlines that China will
foster strategic emerging
industries, such as the new
generation information technology,
biotechnology, new energy,
advanced materials, high-end
devices, new energy vehicles,
green environmental protection,
aerospace and marine equipment,
and accelerate the development of
modern service industry, new
infrastructure and digital economy.
It is anticipated that such sectors
will be supported, to a greater or
lesser degree, by national policies.
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Fostering a “dual
circulation” development
model relying on the
strong domestic market
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The “dual circulation” strategy is
undoubtedly one of the most significant
highlights in the 14th Five-Year Plan. In
May, the central government
introduced this strategy, urging that
domestic circulation must serve as the
mainstay of the economic balance,
with domestic and international
circulations reinforcing each other. Its
necessity and significance are also
stressed in various subsequent
documents. The strategy, again, has
been comprehensively illustrated in the
14th Five-Year Plan, a signal that it is a
medium-to-long term plan that will
acclimatise the country to the changed
development environment,
domestically and globally. Such
changes include an increasing labour
cost due to the country’s demographic
shifts, an insufficient import demand
due to long-term low-speed growth of
developed economies, restructured
global industrial and supplier chains
under the impact of reverse
globalisation, and threats to some
overseas supply chains posed by the
China-US strategic competition. In
addition, as a large developing country
with a population of 1.4 billion, China

has yet to raise its urbanisation ratio to
the ceiling, transform and upgrade its
economic structure, and boasts a
tremendous domestic market to
support the domestic circulation.

In order to foster the “dual circulation”
model, the Proposals has elaborated
on policies and initiatives to smooth
the domestic circulation. It requires us
to guarantee unimpeded flow across
production, distribution, exchange and
consumption, to destroy industrial
monopolism and local protectionism,
and thus to form a healthy economic
cycle. For this purpose, China must
accelerate supply-side structural
reforms to optimise its supply
structure, improve supply quality and
align supply with demand; remove the
systemic and institutional barriers to
market-based allocation of factors of
production and circulation of
commodities and services to reduce
exchange costs; and improve the
policies in support of kick-starting
domestic demand, so as to strike an
economic balance where demand
drives supply and supply, in turn,
creates demand.
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The Proposals then highlights the
need to attract global resources
through domestic circulation,
leveraging on both domestic and
international markets and resources
to actively fuel the coordinated
development of domestic and
external demands, imports and
exports, inward and outward FDI, and
achieve a basic equilibrium in the
balance of payments; the further
need to improve the control system
for integration of domestic and
foreign trade, integrate laws and
regulations, regulatory systems,
qualification, quality standards,
inspection and quarantine,
certification and accreditation of
domestic and foreign trade for
promoting “same line, same standard
and same quality”. In other words, the
Proposals not only clarifies the “dual
circulation” concept, but also provides
guidance for making supportive
policies and regulations to ensure
“dual circulation” reinforcing each
other, and in this respect, it offers
interpretation with most clarity,
integrity and authority.

Additionally, in order to propel
domestic demands and support the
domestic economic circulation, the
Proposals illustrates measures to
comprehensively promote
consumption and expand room for
investment respectively. For the
former, the emphasis is on boosting
consumption’s fundamental role in
promoting economic growth, riding
the wave of consumption upgrade to
stimulate traditional consumption,
develop new consumption and
properly increase public
consumption. For the latter, the
priority lies in maintaining reasonable
investment scale and optimised
investment structure with its focus on
“new infrastructure”, “new
urbanisation initiatives” and “major
projects for transportation and water
conservancy” mentioned in the
Government Work Report released
early this year. And it calls for our
attention that in the Proposals,
strategies and policies on rural
vitalisation, land reform, regional
development and green development
are crucial for expanding domestic
consumption and investment.
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Deepening reform
continuously in pursuit
of a high-level socialist
market economy
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The Proposals points out that
China will uphold and improve the
basic socialist economic system,
give full play to the decisive role of
the market in resource allocation,
let the government better play its
role and promote the better
integration of an efficient market
and a capable government, which
is highly aligned with the idea of
deepening the reform of the
economic system put forward after
the 3rd Plenary Session of the 18th
CPC Central Committee. With
regard to the detailed reform plan,
China will, on the one hand, uphold
state-owned enterprises (SOEs)
reform, deepen mixed-ownership
reform of SOEs and state-owned
capital investment and operation

reform, and promote marketoriented reform in competition of
monopoly industries; and on the
other hand, continue to foster a
more enabling environment for
private businesses development,
facilitate equal protection for
property rights of private businesses
and rights and interests of
entrepreneurs, remove barriers for
development of private businesses
and improve the legal environment
and policy system cultivating micro,
small and medium enterprises and
sole proprietorship.
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To pursue a high-level market
economy, it is essential to optimise
macro-economic governance and
fully enable the government to
regulate the market economy. The
Proposals reveals the importance
of improving a macro-economic
governance system featuring
optimised objectives, appropriate
labour distribution and efficient
coordination, with national
development planning playing a
strategic guiding role, fiscal and
monetary policies being the major
means as well as a close
coordination of policies in
employment, industries,
investment, consumption,
environmental protection, and
regional development. Policy tools
include counter-cyclical macroeconomic policies as well as
structural polices that boost
industry development, regional

balance and high-quality regional
development, and proper use of
these tools would achieve
economic equilibrium, economic
structure optimisation and
domestic and international
balanced development.
It also underlines the need to
perfect basic policies for market
system, and adhere to principles of
equal access, fair supervision,
orderly-opening and law-abiding to
create an integrated domestic
market that promotes high
efficiency, regulated management
and fair competition. Beyond all
doubt, it’s the highlight of
deepening the market economy
reform, especially for
transformation of government
functions, and a guarantee for the
orderly operation of the market.
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Breaking new ground in
high-level opening-up
and mutually beneficial
cooperation
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China has been on the journey of
opening-up for over 40 years, so
what are the grounds for pursuing
a high-level opening-up during the
14th Five-Year Plan period and
before we achieve those LongRange Objectives? An important
reason is that opening-up in the
past was not carried out in an allaround, deep and thorough
manner. Looking ahead, high-level
opening-up will develop on a larger
scale, among wider range and at a
deeper level, which shows much
significance in further stimulating
the vitality of economy,
strengthening cooperation with
other countries in economy, trade
and investment and fuelling the
trend of economic globalisation.

In light of the current situation,
future high-level opening-up should
prioritise deepening the
institutional opening-up by: first,
further advancing the liberalisation
and facilitation of trade, lowering
import barriers for goods and
services, improving the system for
foreign investment management
based on pre-establishment
national treatment and negative
list, protecting lawful rights and
interests of foreign enterprises,
and upgrading the law, policy and
service system for promoting and
securing foreign investment;
second, speeding up to improve
the layout of pilot free trade zone,
steadily advancing the construction
of free trade zone and free trade
port and expanding the range of
new heights of opening-up; third,
provided that financial risk remains
controllable, slightly pushing the
process of making RMB convertible
under capital accounts to march to
RMB internationalisation.
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The Proposals indicates that China
will stick to drive high-quality
development and international
cooperation under the Belt and
Road Initiative while expanding
high-level opening-up. We must
adhere to the principle of extensive
consultation, joint contribution and
shared benefits, pursue the
concept of openness, green, and
clean government, deepen
practical cooperation, strengthen
security and enable the mutual
development. Additionally, it is
necessary to actively forward and
continuously strengthen, on the
basis of mutual benefits and winwin, the cooperation in industry
chain and supply chain among
countries along the Belt and Road,
deepen international capacity
cooperation and expand two-way
trade and investment. And
achievements in these fields would
enable China to be less
economically dependent on
European and American countries
to a certain extent.

Another main task outlined in our
foreign economic policy for the
14th Five-Year Plan period or even
a longer period calls for China’s
active participation in the reform of
global economic governance,
including actively join international
policy dialogue agenda, such as
G20 members, to better play the
role in coordinating
macroeconomic policy; strive to
protect the multilateral trading
system and actively engage in the
WTO reform; enhance the regional
cooperation with Asia countries to
promote regional economic
integration; support the IMF
governance reform and keep
increasing our influence on public
opinion in the organisation.
Advancements in those areas are
not only favourable for the healthy
development of economic
globalisation, but also of great
significance to raise our status
among the global economic
governance fields in the future
15 years.
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