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Abstract 

This paper aims to analyze twenty years of China's economic development after joining to 
World Trade Organization in 2001. This study applies a qualitative method with an analytical 
narrative approach to answer two research questions about China's economic development 
between 2002 and 2021 and the factors influencing China's economic power. After reviewing 
online and offline books, journals, and articles, this study found that China's capability in 
political, social, economic, and policy adjustments after accession to WTO, are crucial factors 
in transforming China into the world's economic power. China's membership in WTO opened 
the international market, which led to China's economic transformation with the highest 
aggregate macroeconomic indicators. China's success is also due to being well-prepared before 
entering the WTO as an international structure and its ability to make various policy 
adjustments. 

Keywords:Deng Xiaoping Theory, Neo-Realism, Economic Power, WTO, China 

 
 
 

1. Introduction 

Globalization is extensive economic, cultural, social, and political interconnections and 
processes beyond national boundaries, which policymakers must adapt (Yeates, 2001) (Wells 
et al., 2001). While economic factors stand out as its principal motor force, technology 
providing its thrust and increasing in international trade and exchange in the past two decades 
(Sodaro, 2008). Interdependence in the economic system causes the national economy to 
become an inseparable part of the global system. Hence, countries must adapt to the 
globalization demand because this impact will occur through three mechanisms, increasingly 
competitive trade pressures, multi-nationalization production, and integration of financial 
markets (Held & McGrew, 2000).  

Globalization has also thrust China in the reform era into cross-national networks for 
production design and research in a growing array of industries (Brandt & Rawski, 2008). In 
1978, Deng Xiaoping declared that China's future depended on "gaige kaifang" (reform and 
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opening up to the West) (McMahon & Zou, 2011). In the words of Deng Xiaoping, stability is 
a prerequisite to China's long-term economic development and political progress; that should 
measure taken to maintain it (Li, 2005). Hence, Deng's strategy was undoubtedly well-grounded 
in the principles of political realism, which intentionally implemented a non-ideological foreign 
policy to secure resources, and support for facilitating economic transformation in the 1980s 
and beyond (Nathan, 2022). 

In economic development, modernization involves industrialization, urbanization, 
educational standards, and a steady increase in wealth (Lipset, 1959). China also has adopted 
an approach of drawing on the useful and discarding the unfit elements found in modernization 
theory to form its ideas on development with Chinese characteristics (Fangjun, 2009). 
Successful developing economies typically experience modernization of the agricultural sector 
as an early and integral part of overall development (Naughton, 2006). In the first decades, 
China also transitioned from agriculture to manufacturing and moved up the value chain by 
diversifying into new sectors and improving the quality of goods produced (Lam, Rodlaeuer, 
& Schipe, 2017). When analyzing China's economy between 1980 and 1992, the economic 
growth was highest than Japan and dominated by industry, manufacturing, and services, similar 
to Korea. The following figure shows China's economic growth and other Asian countries. 

 
Figure 1.  Percentage China’s and other Asian Countries Economic Growth From 1980 
to 1992. 

 
Source: Author. 

 
 

Trade liberalization has been an integral part of China's reform economy process, while 
trade policy reform began with the formal entry into the World Trade Organization on 
December 11, 2001 (Naughton, 2006). Even though China was one of the founders of the 
General Agreement on Tariffs and Trade (GATT) in 1948, China's entry into the WTO required 
a time-consuming process due to procedural changes (Chan, 2003). The Republic of China in 
Taiwan formally withdrew from GATT in early 1950 due to the establishment in Beijing of the 
People's Republic of China (PRC) in October 1949. Then, in 1986, China applied for 
membership in GATT, but the Tiananmen Incident of 1989 set back the effort to normalize and 
improve its trade links with the outside world. In 1992, China re-apply to World Trade 
Organization (Widyahartono, 2004). After tough negotiations on the terms and conditions of 
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membership, China was admitted as a developing country and became its 143rd member at the 
Fourth WTO Ministerial Conference in Doha. (WTO, -). 

WTO membership status encourages the opening of various industrial activities in many 
sectors at the domestic level, ranging from the manufacturing and motor vehicle industries to 
domestic retail, and creates greater foreign competition (Djafar, 2008). The integration of 
China's economic, trade, and industrial activities with global markets has led to a massive 
expansion of China's manufacturing industry throughout the world. China's economy since 
2001, when China gained accession to the WTO, has experienced a new spurt of high growth, 
with its GDP expanding at the average rate of 9.8 percent for the period 2002–05, higher than 
the annual average of 9.6 percent for the whole period of 1979–2004 (Wong, 2015).  

Over the past three decades, China has succeeded in dramatically reducing the number 
of what was once the world's largest population of individuals living in poverty and 
transforming itself into a global economic power (Angang, 2011). China is now ranked high in 
many economic indicator strengths: growth, international trade, foreign investment, and foreign 
exchange reserves. The high aggregate figures in the economy have made China receive the 
title of the next superpower (Siradjuddin, 2009). Mao Zedong and Deng Xiaoping, Chinese 
leaders, also dreamed of making China a strong power that did not seek hegemony and world 
domination but advocated for equality in international relations, cooperation, and collaboration 
(Angang, 2011). Hence, this study will analyze twenty years of China's economic development 
and position after its integration into WTO. This study will address two specific research 
questions. Firstly, How is China's developing economy between 2002 and 2021? Secondly, 
What factors influence China's economic power in the WTO and internationally? 

 

2. Literature Review 

2.1 Modernization Theory 

Rostow is one of the influential economists that described developing countries might 
modernize by implementing developed countries' processes (Rostow, 1960). Rostow 
distinguished five stages of social transformation to justify a linear development phase that 
includes traditional society, preconditions for take-off, take-off, the drive to maturity, and the 
age of high mass consumption (So, 1990). However, China did not pass the first stage of 
Rostow's theory. China has never been colonized (like India) or occupied (like Japan), which 
always retained an independent heartland. China's modernization process within its heartland 
consisted of four phases: From the First Opium War (1839–1842) to the end of the Qing dynasty 
(1911), the goal was technological modernization, especially with military weapons (Wenlong 
& Holbrook, 2014). Second, from the Revolution of 1911 to the Nationalist Party's retreat to 
Taiwan in 1949, the main goal was political and cultural modernization. Third, From the 
foundation of China (1949) to the end of the Great Proletarian Cultural Revolution (1966–
1976), focus on eliminating old forms of land ownership and promoting equalities. Last, From 
the period of Reform and Opening Up initiated by Deng Xiaoping (1904–1997) in 1978 till the 
present, the Chinese government has some policies such as advancing technology and 
improving foreign direct investment. 

 
 
 



 

5 
 

2.2 Deng Xiaoping  Theory 

According to Deng Xiaoping, China runs two different systems in one country, namely 
implementing capitalist steps in the economic system while still holding firmly to communism 
in its political system. Deng's theory contains one core axis with two points. The core axis is 
economic development through modernization in four sectors, agriculture, industry, science and 
technology, and national defense (Vogel, 2011). While China's reforms and policies are more 
open to the outside world and remain to implement China's Four Cardinal Principles consists 
of the socialist path, the democratic dictatorship, the leadership of the Chinese Communist 
Party, and Maoist thought and Marxism- Leninism (Moak & Lee, 2015). For Deng, to be a 
genuinely autonomous nation must be economically strong and prosperous because only 
economic development could deliver the advanced military capabilities that would enable 
China to stand firm forever (Chang, 1996). Hence, Deng proposes some necessary 
instrumentalities, including the command economy reform, opening to the west, the treatment 
of intellectuals, material incentives, the promotion of achievement, and letting some get rich. 

 

2.3 Theory of Three Represents 

The newly amended Constitution of the People’s Republic of China enshrines the Three 
Represents as one of the ruling theories of China. The Chinese Communist Party (CCP) must 
always represent the development trend of China’s advanced productive forces, the orientation 
of China’s advanced culture, and the fundamental interests of the overwhelming majority of the 
people (Theory China, 2021). The Three Representatives concept suggests that the Chinese 
Communist Party has a significant role in economic development by formulating, considering, 
and making economic policies that support progress and development. Therefore,  CCP 
members must fulfill their role as stated in the core points of this concept. According to Jiang 
Zemin, the productive workforce is the most dynamic factor that determines the production 
system and how the economy can develop in the future (CPC, 2002). This concept focuses on 
a productive workforce as the main engine of the Chinese economy, followed by education 
about the economic vision and mission based on common interests. 

 

2.4 Realism 

Realism as a theory of International Relations underscores the notion that states work 
to increase their power relative to other states (Usiemure & Gbigbidje, 2018). National conflict 
of interest might not avoid, but it might manifest in foreign policy to accomplish national targets 
(Carr, 1946). International relations and politics also are relations between countries where each 
country seeks to fight for and gain power and dominate other countries through military force 
(Viotti & Kauppi, 1993). In China's context, Asia is also changing because of China's role in 
regional stability, which develops relations with neighboring countries and is active in regional, 
multilateral and global organizations (Shambaugh, 2005). Meanwhile, expanding the military 
is irrelevant but must transform into an international partnership approach through building 
stable bilateral relations, cooperation in international diplomacy through reciprocal visits, 
especially military officials, and periodic summits of state leaders (Goldstein, 2005). 

 



 

6 
 

2.5 Neo-Realism 

Neorealism emerged in the 1970s as a correction to traditional realism's abandonment of 
economic power (Burchill & Linklater, 1996). Neorealism is a combination of realist ideas 
about control and the centrality of the state in international relations, with some liberal ideas 
about economic cooperation (Steans et al. 2010). In neorealism, the global system has three 
characteristics, including the principle of system order, character units, and distribution of unit 
capabilities (Keohane, 1986). All countries in the international system are made functionally 
equal by structural pressures. Hence, every country competes in the political, military, and 
economic fields through state goals issued in foreign policy to achieve its power. There are also 
continuous political, economic, and technological changes, so disequilibrium and adjustment 
continually occur through offensive and defensive strategies (Gilpin, 1981). Meanwhile, 
assessing country strategy adjustment is dependent on country preference, whether it is rational 
constraints, the economic costs that arise, or the structural ability of the state to regulate its 
domestic actors and the state's access to international regulatory norms (Little & Smith, 2005). 

 

2.6 Economic Power 

Economic power is the ability to control or influence the behavior of others through the 
deliberate and politically motivated use of assets economy, the ability to resist external control 
or influence because dependence on external suppliers is sufficiently diverse to preclude 
vulnerability to outside pressure (Cronin, 2009). In its shifting global economic dimensions, 
economic power reflects the country's willingness to cooperatively in international negotiations 
on jointly agreed arrangements (Whaley, 2009). Hence, it reflects the marginal value of 
countries to various sub-global coalitions. Economic strength may measure using a country's 
macroeconomic benchmarks because it is a causal relationship between aggregate variables, 
including national income, household consumption, investment, level of savings, government 
spending, inflation, interest rates, and the balance of payments in exports and imports (Cline, 
1977) (Putong, 2010). The country's economy also can analyze based on indicators such as 
unemployment rate, exchange rates, foreign direct investment, and purchasing power parities 
(OECD, n.d.). 
 

3. Methodology 

The method used in this study is a qualitative method with an analytical narrative 
approach. The analytical narrative approach aims to find conclusions from the existing 
narratives of China's economic development after formally joining the WTO in 2001. This data 
used secondary data collected through a literature review method using online and offline 
books, journals, and articles. The framework used in this study describes the interaction of two 
different types of variables, namely the independent and the dependent variable. The dependent 
variable is China becoming one of the economic power in the international structure, namely 
the WTO. Meanwhile, the independent variable is social, political, and economic fundamental 
and policy adjustments made by China after acceding to the WTO. This study hypothesizes that 
China's success as an economic power after accession to the WTO is due to internal and external 
factors, namely a capable fundamentally social, economic, political, and policy adjustments 
made by China, which made the WTO an instrument for the country. 
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Figure 2. Methodology. 
 
 
 
 
 
 
 
 
 

Source: author. 
 

4. Results and Discussion 

4.1 China Economic Development 

When China joined the WTO in 2001, it began a new international trade and investment 
balance phase. This nation broadens the frame within which the world will do business in China 
and vice versa (Naisbitt & Naisbitt, 2011). China's overall trade surplus with the world also has 
increased quite significantly. In 2001 it was $23 billion, and $ 262 billion in 2007, reaching $ 
2.5 trillion in 2008 (Scott, 2007) (Naisbitt & Naisbitt, 2011). China's annual inflow of direct 
foreign investment also rose from $3.5 billion in 1990 to $60 billion in 2005, with a total inflow 
from 1979 to 2005 being more than $620 billion (Maddison, 2007). This increase in FDI also 
marks a shift in China's economy since the reform from agriculture to industry. European Union 
(EU) and China trade had growth impressive from 25% in 2003 to 44% in 2004, while EU FDI 
in China was more than $35 billion (Shambaugh, 2004). In addition, China was the largest 
importer to the EU in 2006, respectively € 194 billion, compared to the USA with € 178 billion. 
China is also a major supplier of machinery, vehicles, and other manufacturing products to the 
EU, more than 20% and almost 30%. The following figures show EU trading partners between 
1996 and 2006 and major importers to the EU in 2006. 
 
Figure 3. EU Main Trading partners (€ billion). 

 
Source: Eurostat.  

INDEPENDENT VARIABLE 

 Social, Political, and Economic 
Fundamental.  

 China policy adjustment after accession into 
WTO 

DEPENDENT VARIABLE 
China’s economic power in WTO 

(2001-2021) 
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Figure 4. EU Importer Partner, 2006 (%). 

 
Source: Eurostat. 
 

 
China's economic, trade, and industrial activities integration with global markets has led 

to a massive expansion of China's manufacturing industry. In 2006, China's exports were 27.2 
percent, and imports expanded by 20 percent, resulting in a surplus of $177.5 billion, and GDP 
grew by 10.7 percent to reach $2.68 trillion (Binglan, 2007). After a five-year transition period 
as a member of the WTO, China's GDP was up 11.9 percent in 2007 (China's Embassy, 2008). 
Industrialization and urbanization also expanded rapidly by about 18.5%, compared with 13% 
in the previous year (Yao & Chen, 2008). Even though banks and other financial institutions 
globally have reported losses of approximately $150 billion as of February 2008 due to the 
subprime mortgage crisis in the USA, banks in China's profits continue to increase, such as the 
Industrial and Commercial Bank of China about 35,2% or $ 16.26 million (Srivastava, 2015) 
(Cheng, 2009). China also succeeds in increasing its household consumption. For instance, the 
number of automobiles, motorcycles, and mobile telephones increased respectively from 6.06, 
48.52, and 41.64 in 2007 to 8.83, 52.45, and 48.53 in 2008, indicating individual income 
improvement. 
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Figure 5. GDP and Industrial Production Growth Rates (%). 

 
 

Source: China’s Economy: 2007 and The Year Ahead. 
 

Figure 6. Statistics on People’s Living Condition (1990,2000,2007, and 2008) 

 
Source: China Statistical Yearbook 2009. 

 

With foreign exchange (FX) reserves amounting to $ 2.4 trillion, accounting for 31.9% 
of global FX  reserves in 2009, China has lent a large amount of money to the United States to 
overcome the global economic crisis (Hu, 2010) (Branigan & Tisdall, 2009). It also confirms 
that China is indeed an economic power. Currency may measure the position that allows owners 
to buy the values that matter and achieve their goals (Jackson, 1998). China's international trade 
suffered a slight setback in 2009 with a negative growth of 13.9% but recovery in 2010, with 
trade volume rising 34.7%, reaching $2.97 trillion, with a trade surplus of $184 billion, down 
by 6.4%.   
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Figure 7. China FX reserves vs Global (%). 

 

Source: Euroepan Union (Europa.eu). 

 

Figure 8. China’s Trade Balance 1991-2010 [$ billion]. 

Source: Chinese Economic 2010: Post Economic Development. 
 
 

Capital accumulation through the share of manufacturing is one of the aggregate sources 
of growth (Szirmai & Verspagen, 2015). Manufacturing jobs in China increased dramatically 
from 70 million in 1978 to 225 million in 2011, averaging a yearly growth rate of 3.6%, and 
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that of the service sector from 49 to 273 million, averaging a growth rate of 5.3%. Consequently, 
China became the global manufacturing center, producing 85% of all TVs, 70% of all air-cons, 
50% of all refrigerators, and 40% of all washing machines (Zhang, 2017). Manufacture 
development also increased the employment population by almost 767.04 million in 2012, with 
primary industry accounting for 33.6%, secondary industry 30.3 %, and tertiary industries 36.1 
% (Shira & Associates, 2013). In 2013, China launched its Targeted Poverty Alleviation 
project, which strived to eradicate poverty through development, operationalized by 
government workers (party cadres) (Malindog-Uy, 2021). By developing industries and social 
enterprises managed and owned by local cooperatives and the population, China successfully 
alleviated poverty from 80.60% in 2002 to 36.40% in 2013. 

 
Figure 9.  Growth of industry as China’s GDP component in 1978–2013 

 

 
Source: Urbanization and Industrial Development in China. 

 
 

Figure 10. China’s Poverty Rate (2002-2013) 
 

 
Source: China Poverty Rate 1990-2022. 
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In 2014, the total value of exports and imports of goods was $4.3 trillion, including 
exports valued at $2.34 trillion, an increase of 4.9 percent from the previous year, and imports 
were worth $1.96 trillion, down 0.6 percent from 2013 (Shira & Associates, 2015). China's total 
import and export volume stood at CN¥ 24.59 trillion in 2015, down 7 percent, including export 
of CN¥ 14.14 trillion yuan, down 1.8 percent, and imports fell by 13.2 percent to CN¥ 10.45 
trillion (China Daily, 2016). In 2015 some political and monetary decisions also led to a stock 
market bubble that burst international fear over the stability of China's economy. The decline 
of the Chinese index was as high as 30% on July 8, 2015. On August 24, 2015, the index lost 
about 8.5%, and the next day, the stock market again lost about 7%. Since February 2016, the 
trend returned to its steady growth, slowly rising, which continues until 2017 (Bieliński, 
Markiewicz, & Mosionek-Schweda, 2017). 
 
Figure 11.  Shanghai Composite Index in the period of Q2 2014-Q1 2017 
 

 
Souce: author. 
 

As the largest developing country, China's government took a different approach from 
the USA that dropped out of the Paris Agreement. In 2017, China's government established a 
national market for trading carbon emissions and investing in sustainable infrastructure. 
President Xi Jinping also states that the Belt and Road Initiative's goal is green development by 
promoting a green, low-carbon, circular, and sustainable economy, policies, and way of life. 
Hence, China continued its pioneering role in the green bond market, with total issuance 
reaching $ 37.1 billion in 2017 (Meng, Lau, & Boulle, 2017).  
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Figure 12.  China’s Green Bond Market 
 

 
 

Source: China Green Bond Market 2017. 

 

In 2018, Ecological civilization wrote into China's constitution as the ideological 
framework for national environmental policies, laws, and education (Hanon, 2019). China also 
allocated CN¥ 255.5 billion to support ecological and environmental protection and pollution 
prevention and control. In 2018, among the 818 counties of national key ecological functional 
areas, the eco-environmental quality of 9.5% of the counties turned better, and 79.1% of the 
counties remained stable (MoEE PRC, 2018). In 2019, China led the world in promoting the 
use of new-energy vehicles, with more than 1.6 million tonnes of fuel saved every year. The 
number of new-energy buses in China more than tripled over the years, rising from 116,300 in 
2015 to 409,700 in 2019 (Zhangrui, 2020). 
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Figure 13. Map of countywide eco-environmental quality of China in 2018 

 

Source: MoEE PRC Report 2018. 
 
During the pandemic COVID-19, China's government successfully manage positive 

economic growth through international trade in medical supply. China's foreign trading rose 
1.5 percent to $4.65 trillion in 2020, including medical machinery and devices export increased 
244 percent in 2020 compared to the previous year, reaching $101.5 billion (CGTN, 2021) 
(Zhang W. , 2022). China also was the top supplier of face masks, accounting for 56 percent of 
world exports (WTO, 2020). China also is the leading merchandise exporter worldwide in 2020, 
highest than the United States and Japan, respectively 2.591; 1.432; and 641 billion US$. 
Despite China's zero covid policy, which causes supply shortages and production disruption, 
China's goods exports in U.S. dollar value terms expanded by 32.3 percent y/y in the first ten 
months and reached 21.73 trillion CN¥  in 2021 (World Bank Group, 2021). China's total 
foreign trade in 2021 also surges 21.4 percent from 2020 to about CN¥ 39.1 trillion (Zhihua, 
2022). 
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Figure 14.  Value of the leading merchandise exporters worldwide in 2020, by exporting 
nation (in billion U.S. dollars) 

 
Source: Statista. 

 
 

Figure 15.  China’s Economic Amid Covid-19 
 

 
 

Source: CGTN, 2021. 
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Figure 16. China’s Medical Equipment Export (2008-2020). 
 

 
Source: Statista. 
 

4.2 Factors Influence China Economic Power in WTO 

 

4.2.1 Social, Political, and Economic Fundamental 

Agricultural modernization policies stimulated an increase in the productivity of China's 
agricultural sector. Since 1978 when China adopted the policy reform, 80% of the Chinese 
population were farmers or more than one-third of the global labor in the agriculture 
sector(LeBaron & Carpenter, 2002) (Angang, 2007). Following China's entry into the WTO in 
2001, the Chinese government restructured its approach to agricultural development, investing 
with funds and materials in speeding up agriculture science and technology progress to improve 
the international competitiveness of China's agricultural products (China, n.d.). China's 
production on the farm generally increases such grain from 11.318 tons to 45.706 tons from 
1949 to 2002.  
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Figure 17. Agriculture Production Output (1990,2000,2007, and 2008) 

 
Source: China Through a Lens.  

 
 
Despite the increasing income production value of the agricultural industry from CN¥ 

6.771,31 billion to CN¥ 13.778,22 between 2010 and 2020, a great deal of the rural labor force 
transferred to non-agricultural and moved to urban areas. China's urbanization has grown from 
19.39% in 1980 to 63.89% in 2021. Along with the population gathering towards cities, 
population transfer from primary to tertiary industry also will inevitably encourage economic 
growth in the long term (Zi, 2017). Urbanization growth positively impacts the economy's 
efficiency because human resources are necessary for innovation and the market (Witon, 2013). 
 
Figure 18. Gross production value of agricultural industries in China from 2010 to 2020 
(in billion yuan) 
 

 
Source: Statista. 
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Figure 19. Degree of urbanization in China from 1980 to 2021. 

 

Source: Statista. 

 

The Chinese government motivates a self-employment mindset to empower the 
community. Confucius, the philosopher of ancient China, put insightful knowledge for Deng 
Xiaoping about China's economy. A country with a large population lets the people get rich by 
creating wealth from actual conditions and opportunities (Wang, 2018). As of 1983, there were 
22 million privately owned small and medium enterprises in China (Meredith, 2008). 
Meanwhile, the numerous special economic zones (SEZs) and industrial clusters sprung up 
since the reforms are two crucial engines of China's economic growth and integration into the 
global economy (Zeng, 2012). China's built economy and technology development was almost 
10 in 1984 and fluctuated from 1992 to 2002. After China acceded to WTO, the economic and 
technology development zone also declined, but export processing zones increased from 
approximately 5 in 2001 to almost 20 in 2005. There were 210 national development zones and 
1,346 provincial development zones in 2005, based on proximity to coastal areas and 
capabilities to access global markets through port and airport terminals (Rodrigue, 2020).  
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Figure 20. China’s Special Economic Zone 

 

Source: Transport Geography. 

 

Figure 21. Expanding from Special Economic Zones 

 

Source: Transport Geography. 

 

China's policy allows foreign state enterprises or individuals to gain trade privileges 
regarding raw materials import, components, instant products, discounts, tax exemption, 
foreign currency account balances, transfer profits outside the country, etc. (Pakdeenurit et al. 
2014). Although China started with virtually zero FDI in 1978, China has become one of the 
largest FDI recipient countries globally, foreign reserves, and is one of the largest trading 
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countries in the world in a quarter of a century (Xu, 2011). China's exports of goods and services 
increased significantly from $ 6.81 Billion in 1978 to $ 2.723,25 billion in 2021. China's actual 
use of FDI has increased 60 folds since 1983, to $ 136.3 billion in 2017. China's outward FDI 
flow also reached 31.2% in the fifteen years and accounted for 11.1% globally in 2017. 

 
Figure 22. Exports of goods and services from 1978-2021 

 

Source: Macrotrends. 
 
 
Figure 23. Exports of goods and services from 1978-2021 

 

Source: Xu, Chenggang [Journal of Economic Literature]. 
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Figure 24. China’s FDI Inflow 

 

Source: News CGTN. 

 
Figure 25. China’s FDI Outflow 

 

Source: CGTN News. 
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One of the benchmarks in calculating GDP is consumption community-related to the 
community's saving interest. High-interest rates lead to increased people saving interest. Since 
the late 1970s, China has been the fifth-largest public savings country. China's gross domestic 
savings from 39.3% of GDP in 1978 reached 51.1% in 2010 and decreased to 45.2% in 2020. 
Meanwhile, China's foreign exchange reserves rose from $ 2.262 million in 1980 to $ 
3.993.212,72 million in 2014. Looking at the various figures for the aggregate activity of 
China's economy, it is not surprising that the world feels the great potential of China's economy. 
In 2009, China also overtook Germany as the largest exporting nation worldwide. Since 2014, 
China has been the global largest exporter and trading nation in the sum of its exports and 
imports (Ma, 2021). 
 
Figure 26. China’s Gross Domestic Savings (%) 

 
Source: World Bank. 
 
 
Figure 27. China’s Foreign Exchange Reserves  
 

 
Source: CGTN News. 
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China's dominant economy is in the agriculture and industry sectors. Along with 
technology development, the product and service industry is experiencing sector expansion, 
such as telecommunications, financial, insurance, technology, e-commerce, and internet-based 
applications. Therefore, private entrepreneurs have a significant role in the economic sector, so 
the government must be able to balance it by adjusting domestic policies with its interests. It is 
also relevant to the Three Representatives Concept, which represents economic, social, 
political, and cultural progress and development to achieve development goals in socialism with 
China's characteristics. The China government seeks to create a friendly business and economic 
climate for entrepreneurs and the private sector through the Constitution of the People's 
Republic of China's third amendment in 1999. The state protects the lawful rights and interests 
of individual and non-public economies because of their position as a primary component of 
the socialist market economy.  

While the party legitimacy has come to depend increasingly on the growth that generates 
higher living standards, and as the private sector has become the primary source of economic 
growth, the party wants the private sector to become a partner in modernizing the economy. 
China's billionaires that recruited to the party and have become delegates to the NPC or CPPCC 
also benefit advance their business interests in these political bodies (Lardy, 2014). The Three 
Representatives concept plays a role in ensuring that the CCP can accommodate the interests 
of all Chinese people from all groups, including farmers, factory workers, employees of 
companies, both state-owned and private, and owners of capital. Hence, China's government 
may implement efficient and sustainable economic development under favorable political 
conditions stable. 

 

4.2.2 China Policy Adjustment 

According to China's Accession Protocol, China would apply the principles in the WTO, 
such as MFN, national treatment, and transparency (Bhattasali, Li, & Martin, 2004). China's 
commitment generally consists of lowering the tariffs for imports, the permission of foreign 
firms to sell directly in the Chinese domestic market, and the opening up of the 
telecommunication and finance sectors to more foreign competition (Chow, 2004). During 
twenty years of accession to WTO, China has made vigorous efforts to align itself with the 
WTO rules, open its market and abide by the rules. China lowered its average import duty rate 
from 15.3 percent in 2001 to 7.4 percent in 2021, lower than its original promise of 9.8 percent 
when it joined the WTO. China also has been compressing the customs clearance time of 
foreign trade goods, which takes 36.7 hours for import and 1.8 hours for export (Times, 2021). 
By the end of February 2021, China had signed 19 RTAs with 26 countries and territories, such 
as zero tariffs on 97% of taxable items for LDCs that have established diplomatic relations with 
China and completed the exchange of diplomatic notes (WTO, 2021a). China has developed 21 
pilots free trade zone for promoting liberalization and facilitation of trade and the Single 
Window for International Trade (WTO, 2021). 

5. Conclusion 

This study explains China's economic development after accession to World Trade 
Organization from 2002 to 2021. According to Neo-realism, whole countries in the international 
system are made functionally equal by structural pressures, which require policy adjustment 
that may transform the structure to accomplish a national goal. After reviewing the literature, 
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this study found that China's successfully become an economic power because of its capable 
fundamental in political, social, economic, and policy adjustments, which made WTO an 
instrument. First, China's membership in WTO opens many opportunities, especially market 
share in developed countries. China's massive expansion in twenty years makes China's global 
economic power with the highest aggregate macroeconomic indicators, including capital 
accumulation, foreign direct inflow, national income, trade surplus, household consumption, 
foreign exchange reserves, and employee population. Second, China's success is also due to 
being well-prepared before entering the WTO as an international structure and its ability to 
make various policy adjustments. Deng Xiaoping's government restructured its approach to 
economic development by investing with funds and materials and motivating a self-
employment mindset. By establishing special economic zones, China offers many benefits for 
foreign state enterprises or individuals who invest in China. The Three Representatives concept 
also plays a role in ensuring that the CCP can accommodate the interests of all Chinese people 
from all groups, including farmers, factory workers, employees of companies, both state-owned 
and private, and owners of capital. Last, China has made vigorous efforts to align itself with the 
WTO rules by promoting liberalization through organizing free trade zone and developing 
diplomatic relations by signing a regional trade agreement. Hence, other developing countries 
should learn from China's achievement in formulating strategic policy to encourage economic 
development. Due to the time limit, this study did not analyze whole macroeconomic aspects 
and interviewed related policy-maker, so more studies may consider its limitation for further 
analysis. 
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