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COUPLING, RECOUPLING OR DECOUPLING: CHINA IN THE 
GLOBAL ECONOMY 

Yue Lin
1
 

The emergence of a dynamic continental economy in the region of East Asia is 
more and more organized around the nexus of China. Economists expect the 
decoupling of business cycles in this area. However, the global impact of the 
current financial crisis opposes to this “decoupling” thesis. Neither China nor 
other emerging Asian economies was immune to the shocks emanated from US. 
Before answering the question whether China is decoupling or not, I would 
demonstrate that China’s economy during the reform era from 1978 is rather a 
coupling process than a decoupling one, especially after 1997. China’s post-crisis 
economy may also have a “decoupling” scenario, in terms of construction of a 
new development mode based on domestic consumption. To achieve this goal, a 
series of necessary reforms is discussed to conclude the paper. 
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1. Introduction

The biggest economic story for the latest thirty years is the rise of China’s 
economy and its integration into global networks. The emergence of a dynamic 
continental economy in the region of East Asia changes largely the business 
networks of this area. The regional production and trade is more and more 
organized around the nexus of China. Economists expect theoretically that 
emerging Asian economy will benefit from this regional economic power and can 
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develop independently from the core industrial nations. This is referred to as 
decoupling of business cycles in the recent literature

2
. 

The global impact of the current financial crisis opposes to this “decoupling” 
thesis. Neither China nor other emerging Asian economies was immune to the 
shocks emanated from US. Nevertheless, the issue of decoupling remains highly 
contentious. In the post-crisis period, it is now a question of whether China can 
manage a growth independent from the recovery of developed countries. The fact 
that china successfully maintained a GDP growth rate over 9% in 2009 and 
surpassed Japan becoming the second largest economy seems support the 
proponents of “decoupling” thesis. 

Before answering the question whether China is decoupling or not, we should 
first clarify the signification of the concept of “decoupling”. Decoupling or 
uncoupling, as defined by the Asia Development Bank, is “the emergence of a 
business-cycle dynamic that is relatively independent of global demand trends 
and that is driven mainly by autonomous changes in internal demand"

3
. This 

definition has at least three implications. First, decoupling is not a static 
phenomenon, but a dynamic one, a transformation from a coupled situation 
toward an uncoupled one. Thus, when one speaks of decoupling, there is an 
assumption of a preexistent “coupled” relation between one economy and 
another. An economy that is permanently isolated from the world market, such as 
North Korea, can never be qualified as decoupling. Second, there exists a 
relationship of dependency between two economies. When it considers a 
macroeconomic relationship between developing and developed countries, it 
implies an uni-directional dependence between them, often described as “North-
South relationship”—with cyclical fluctuations and growth in the South 
(developing countries) being determined primarily by the developments in the 
North (developed countries). Third, a decoupling process also implies a change of 
development strategy, from an external demand driven one toward an internal 
demand based, from export-led to domestic-consumption-based. 

In this light, I would demonstrate that China’s economy during the reform era 
from 1978 is rather a coupling process than a decoupling one, especially after 

2
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decoupling?”, NBER Working Paper No. 14292, 2008, pp. 1-49. Akin, C. and Kose, 
M.A., “Changing nature of North-South linkages: Stylized facts and explanations”, 
Journal of Asian Economics, 2008, Vol. 19, No. 1, pp. 1-28. 
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1997 when China’s development strategy turned to be more dependent on 
internal investment and external demand. The current financial crisis may 
accelerate an inevitable structural change favoring a post-crisis “decoupling” 
trajectory. Nevertheless, the latest data suggests that this kind of transformation 
cannot be fulfilled in the short run. China’s extraordinary economic performance 
during the crisis is the outcome of expansionary fiscal and monetary policies, 
which actually enhance the old development model. Its continuation in the post-
crisis environment would force China to go through a “recoupling” process, during 
which the South-South trading linkage will be developed in order to diversify 
China’s merchandise exports markets. China’s post-crisis economy may also have 
a “decoupling” scenario, in terms of construction of a new development mode 
based on domestic consumption. To achieve this goal, a series of necessary 
reforms is discussed to conclude the paper. 

2. Economic reform until 2007: a coupling process

China’s annual GDP growth rate counted on constant 2000 US dollars 
fluctuates not only at a much higher level but also quite differently from that of 
G7 and US, especially since late 1980s, which favors the decoupling hypothesis 
(Figure 1). However a closer look at the business cycles correlation generates a 
different picture. 

(Source: http://data.worldbank.org/) 

http://data.worldbank.org/
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Table 1: Cyclical GDP components of China, US and G7 (1978-2007) 

China US G7 
Correlation coefficient 

China-US China-G7 

1978 0.01 0.03 0.02 
1979 0.01 0.03 0.02 
1980 0.00 0.00 0.01 
1981 -0.04 0.00 0.00 
1982 -0.04 -0.05 -0.03 
1983 -0.03 -0.04 -0.03 
1984 0.01 0.00 -0.02 
1985 0.05 0.01 -0.01 
1986 0.03 0.01 -0.01 
1987 0.05 0.01 -0.01 
1988 0.06 0.02 0.01 
1989 0.01 0.02 0.02 
1990 -0.05 0.01 0.02 
1991 -0.06 -0.02 0.01 
1992 -0.02 -0.02 0.00 
1993 0.01 -0.02 -0.01 
1994 0.03 -0.01 -0.01 
1995 0.04 -0.02 -0.01 
1996 0.04 -0.02 -0.01 
1997 0.03 0.00 0.00 0.37 0.025 
1998 0.01 0.00 0.00 
1999 -0.01 0.02 0.00 
2000 -0.03 0.02 0.01 
2001 -0.04 0.00 0.00 
2002 -0.06 -0.01 -0.01 
2003 -0.06 -0.01 -0.01 
2004 -0.06 0.00 0.00 
2005 -0.04 0.01 0.01 
2006 -0.02 0.02 0.02 
2007 0.03 0.02 0.02 0.595 0.569 

(Source: author’s calculation using data of World Bank) 
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A HP filter
4
 adjustment of real GDP figures, as presented in Table 1, calculates 

the correlation coefficient between China and core industrial countries. The 
comparison of this coefficient between 1978-1997 and 1998-2007 shows an 
increasing synchronization of business cycles between China and US as well as 
China and G7, from 0.37 to 0.60 and 0.03 to 0.57 respectively. This rough 
calculation corresponds to other empirical findings such as Asia U. (2007) using 
Band-pass filter

5
 and Kim S. et al. (2009) employing a panel vector auto-regression 

model
6
. Both authors conclude that the correlations between China’s cycles with 

the advanced economies have increased significantly after 1997. Although the 
correlation coefficient doesn’t imply any causal relationship, it is undeniable that 
China’s economy was not “decoupling” from the advanced economies before 
2008. 

The increasing synchronization of business cycles coincides with the openness 
of China’s economy during the same period. The share of merchandise exports in 
GDP has risen from 4.65% in 1978 to 35.52% in 2007 (Figure 2); almost 8 folds 
increase over 30 years. China’s trade expansion has no doubt exceeded that of 
any of the industrialized economies in the first globalization era. In the golden 
ages of those industrialized economies, such as UK during 1820-1870, Germany 
during 1870-1913 and 1950-1973, and Japan during 1950-1973, the share of 
merchandise exports in total GDP increased by factors of approximately three to 
four over a 40 to 50 year period

7
. 

4
 The Hodrick-Prescott filter is a mathematical tool used in macroeconomics, 

especially in real business cycle theory to separate the cyclical component of a 
time series from raw data. It is used to obtain a smoothed non-linear 
representation of a time series, one that is more sensitive to long-term than to 
short-term fluctuations. 
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(Source: China Compendium of Statistics 1949-2008, Beijing: Zhongguo tongji 
chubanshe, p. 60.) 

Nevertheless, it is widely acknowledged that China’s export to GDP ratio 
exaggerates its export dependence because of the large volume of processing 
trade. Consider the example of iPhone, which China assembles for Apple and 
exports to the United States and other countries. In trade statistics, the Chinese 
export value for a unit of iPhone 3G in 2009 was about $178.96. However, the 
best estimate of the value added attributable to producers in China was only 
$6.50, with the remaining value added provided by Japan, Korea, Germany and 
United States

8
. Thus, a high proportion of processing trade in total exports allows 

China to minimize the shocks transmitted from global end consumers by reducing 
the imports of necessary components from other trading partners. The better way 
to estimate the real exposure of China’s economy to exports should be preceded 
in a domestic value added method. According to John, Vivien and Jonathan (2010), 

8
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domestic value added accounted for roughly half of China’s exports from 2002 to 
2008

9
. That means fewer than 10% of China’s GDP was really exposed to exports

10
. 

Based on the official trade statistics of Chinese government, we try to build a 
chronological evolution of domestic contribution in exports between 1978 and 
2007. Following the findings of Koopman R., Wang Z. and Wei S. J. (2008)

11
, we 

suppose that the share of domestic valued added is high in normal exports 
(between 88-95%), but low in processing exports (between 18-26%). After 
recalculation (Figure 3), the share of domestic value in merchandise exports 
declined constantly between 1981 and 1996, from between 84.08% and 91.11% 
to 46.66% and 54.04%. Consequently, the share of GDP exposed to external 
demand grew much slower than that the gross export to GDP ratio suggests. 
However, ever since 1997, the domestic value added represents stably around 47-
54% of merchandise exports. The growth of real GDP share exposed to external 
demand catches up that of gross export to GDP ratio, doubled over ten years, 
reaching almost 20% in 2007. In other words, China’s economy becomes much 
more dependent on exports in the last decade.  

9
 John, Vivien and Jonathan, “A truer picture of China's export machine”, 

McKinsey Quarterly, 2010, p. 2. 

10
 Anderson, J., “Is China export-led”, UBS Investment Research, 2007, p. 3. 

11
 Koopman, R., Wang, Z., and Wei, S.J., “How much of Chinese exports is 

really made in China? Assessing domestic value-added when processing trade is 
pervasive”, NBER Working Paper Series, 2008, No. 14109, p. 16. 
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(Source: China Compendium of Statistics 1949-2008, 2009, Beijing: Zhongguo 
tongji chubanshe, p. 61.) 

*Domestic value added/GDP (1) is calculated under the assumption that
domestic valued added accounts for 18% in processing trade and 88% in normal 
trade; Domestic value added/GDP (2) is calculated under the assumption that 
domestic valued added accounts for 26% in processing trade and 95% in normal 
trade. 

This transformation could be attributed to the change of development 
strategy from the late 1990s after the Asia financial crisis in 1997. The growth of 
household income was permanently slower than the general GDP growth, causing 
shrinking contribution of domestic consumption in GDP formation. From 2000 to 
2007, the share of domestic consumption in GDP reduced from 62.3% to less than 
50%, basically due to the reduction of household consumption, which accounted 
for only 36.1% of GDP in 2007

12
. A higher capital formation usually implies a 

higher capacity of production, which has to be ultimately consumed by the final 
demand. In this light, it is not surprising to notice a higher dependence of China’s 
economy on external demand in order to compensate the loss of internal demand 
while investment is speeding up. The coupling process is thus an integral part of 
the development strategy favoring investment but discouraging consumption. 

12
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3. Political outcome during the crisis: a strategic decoupling or recoupling?

Despite of the theoretical ambiguity about relationship between trade 
integration and business cycle synchronization

13
, China's experience justifies the 

empirical findings that stronger trade linkages lead to greater business cycle 
synchronization. During the crisis, this increased correlation of business cycles 
turned out to be the collapse of foreign trade and the slowdown of economic 
growth in China. The monthly variation of exportation became negative in 
November 2008, and the cumulated quarterly GDP growth rate over the same 
period declined drastically in 2009, from a high level of 9.6% at the end of year 
2008 to 6.5% in the first quarter of 2009 and 7.4% in the second, below the level 
of 8%, which is usually considered as crucial to control the unemployment rate. 

China did recover quickly and strongly. The annual growth rate of GDP in 2009 
remained finally at 9.2% and increased to 10.4% in 2010 before reduced to 9.3% 
in 2011. However, this outstanding growth during the global turbulence does not 
indicate the starting of the “decoupling” process, for the key of this short-term 
success was undoubtedly the expansionary fiscal and monetary policy. The 
government announced a fiscal stimulus program of 4 trillion RMB (486 billion 
USD) in November 2008. The largest share of the stimulus package was intended 
for infrastructure projects (38%); followed by the post-earthquake reconstruction 
of Wenchuan in Sichuan Province (25%). Public utilities in rural areas and the 
construction of affordable housing in urban areas shared respectively 9.25% and 
10%. 

In addition to the fiscal stimulus package, the government also applied some 
monetary policy instruments. In December 2008, interest rates for loans and 
savings deposits with a one-year duration were lowered to 5.31% and 2.25% 
respectively. The easy access to banking loans resulted in an explosion of the total 
credit volume. Chinese banks issued new loans of 10.32 trillion RMB in 2009, 

13
 On the one hand Frankel and Rose (1998) propose that greater trade 

integration stimulates the spillover of aggregate demand shocks, thereby 
increasing output co-movement; on the other hand, Krugman (1993) assumes 
that trade integration may also lead economies to specialize in the production of 
goods for which they have a comparative advantage, hence reducing co-
movements. 
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almost three times the level of 2008
14

. Since the recovery of exportation from the 
end of 2009, the annual allocation of new banking loans still remains at a high 
level in the last three years above 7 trillion RMB. 

As a consequence of the injection of capital in the economic circulation, the 
internal investment becomes the main engine of development during the crisis. 
While the collapse of foreign trade affected negatively GDP growth with 3.5 
percentage points, the gross capital formation accounted for 8.1 percentage 
points of GDP growth in 2009, 3.6 percentage points more than in 2008, 
compensating entirely the negative effect of collapse of foreign trade

15
. The 

short-term anti-crisis policies maintained China’s economic growth, which 
rebounded since the end of 2009 achieving a rapid V-shaped recovery (Figure 4). 
However, during the same period the internal economic imbalance was also 
worsened. In 2011, the gross capital formation represented a historically high 
49.1% of GDP, while the household consumption plummeted to a historically low 
35.1%. Thus, China’s resilience to the global financial crisis should not be 
interpreted as the outcome of a strategic decoupling, but rather the 
enhancement of the old development model based on increase of internal 
investment and growth of exportation that implies the ongoing coupling process. 
Under this context, the U-shaped recovery of exports, as shown in the statistics of 
monthly variation of exports, is not only understandable, but also expected 
(Figure 4).  

The main challenge to this old development model in the new context is to 
what extent the external markets can absorb the excess productive capacity 
generated by the internal investment. The slow economic recovery in the 
Western advanced economies would force Chinese government to explore other 
markets and to promote more enterprises to go global in order to improve the 
trade relationship with other emerging economies. This might already happen. 
Ever since 1997, there is a diversification of China’s merchandise export 
destinations. Between 1997 and 2011, the importance of high-income countries 
as the destination of China’s merchandise exports has steadily declined, from 87% 
in 1997 to 72.2% in 2011. Meanwhile, the share of China’s exports to traditional 
trading partner in East Asia has increased slightly from 4.94% to 7.78%, and that 
of the developing economies outside of the region have been rising significantly 
from 8.06% to 20.02% (Figure 5). 

14
 http://www.pbc.gov.cn/publish/diaochatongjisi/126/index.html 

15
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(Source: http://zhs.mofcom.gov.cn/tongji.shtml) 

(Source: http://data.worldbank.org/) 

http://zhs.mofcom.gov.cn/tongji.shtml
http://data.worldbank.org/
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With the prediction of a long-term legacy of lower growth in advanced 
economies, such a South-South linkage may allow China to pursue its exports 
growth in the post-crisis period. It is a “recoupling” process that China might 
experience; a recoupling that doesn't imply a shift of development strategy from 
export-led to domestic consumption driven, but a diversification of external 
demands which is crucial for China's economic growth with the goal to reduce the 
vulnerability to macroeconomic cycles of advanced economies. Whether such a 
“recoupling” can turn out to be "decoupling" or "switch over", as Otaviano 
Canuto

16  
uses to describe the change of locomotives in the global economy from 

developed countries to developing ones including China, would depend on the 
comprehensive efforts in terms of domestic policies and reforms favoring a 
sustainable expansion of domestic consumption. 

4. Post crisis scenario: toward decoupling?

Heading into 2012, with the phase out of expansionary fiscal and monetary 
policies, China’s economic growth began to slow down. The quarterly annualized 
GDP growth rate began with 8.1% in the first quarter of 2012, reduced to 7.6% 
and 7.4% in the second and third quarter, and finished with 7.9% in the fourth 
quarter. Put in other words, without intended investment projects, the old 
development model can no longer sustain the economic momentum above 8% as 
we have observed in the last decade. The post-crisis world economy environment 
highlights the necessity to shift the export-led growth model to the domestic 
consumption-driven one. This urgency of structural reform has been 
acknowledged by Chinese government who states clearly in the Guidance for 
China’s 12th Five Year Plan adopted in October 2010, that, “China must rapidly 
engage in a complete transformation of its form of economic development”, 
“from export led consumption to domestic led consumption, and from excessive 
reliance on exports to balance between export, import and domestic 
consumption”. The core of the reform is to “unleash domestic consumption”. 
However, in the final Outline of the 12th Five Year Plan adopted in March 2011, 
the discussion of “unleashing domestic consumption” is abandoned, and replaced 
with a proposal for a massive domestic infrastructure program. Social measures 
such as increase in wages, increase in service sector, increase in education and 
R&D are all reduced to incremental increases from previous levels, mostly in line 

16
 Canuto, O., “Recoupling or Switchover: Developing countries in the global 

economy”, in Canuto, O. and Giugale, M. (ed.), The Day After Tomorrow: The 
Future of Economic Policy in the Developing World, 2010, Washington D.C.: World 
Bank Publications, p. 38. 
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with projected inflation. Such a subtle but crucial modification, escaping from the 
public’s attention, demonstrates how severe is the structural problem of China’s 
economy and how hard it is for the government to accomplish the necessary 
reform without pain. 

One policy tool for raising domestic consumption is likely to be through the 
public finances. Government can accomplish an internal rebalancing by increasing 
government expenditure on social services and so reducing its net savings. As Shi 
and Zhu (2004)

17
 point out, once incorporated uncertainty into the urban 

household consumption function for the period 1999–2003, the precautionary 
saving was important and explained the reduction of consumption rate of urban 
households. Thus, greater public provision and funding of social services, 
including health care, education, welfare and pensions, would have the effect on 
boosting the household consumption. 

However, the other main cause of China’s low consumption rate is the twin 
imbalance of income distribution, which first occurs at the level of primary 
income distribution between household, government and corporate sectors, then 
takes place within the household sector leading to the increasing inequality 
between urban and rural households.  

An institutional reform strategy to deliver full urban residency rights to China’s 
rural migrant workers would alleviate the income inequality and raise domestic 
consumption

18
. A policy of urbanizing rural migrant workers by removing 

threshold barriers to urban residency and ensuring equal access to social housing, 
education, health and social protection are likely to raise consumption by migrant 
workers. Moreover, the process of urbanization requires investment in urban 
infrastructure and in service industries. The effect, combined with higher 
domestic consumption by migrant workers, would be to raise growth and 

17
 Shi, Jianhuai and Zhu, Haiting, “Precautionary saving of Chinese urban 

households and its intensity: 1999–2003”, China Center for Economic Research 
Working Paper, 2004, No. C2004013. 

18
 Song, Ligang, Wu, Jiang, and Zhang, Yongsheng, “Urbanization of migrant 

workers and expansion of domestic demand”, Social Sciences in China, 2010, Vol. 
31, No. 3, pp. 194-216. 
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enhance structural change. Urbanizing China’s rural migrant workers would also 
help to integrate China’s still segmented labor markets and provide an 
institutional basis for long-term rises in the real wage, which would accelerate the 
process of structural change with the effect of raising household consumption, 
raising domestic demand and changing the structure of China’s industry, 
providing a basis for real currency appreciation. 

On the contrary, to rebalance the distribution of national income between 
household, corporate and government sectors requires a more complicated and 
inter-dependent reform packages. In the first place, the current management 
system of state owned enterprises (SOEs) has to be redesigned. Although Chinese 
citizens are theoretically owners of SOEs, and the State, on behalf of the Chinese 
people, is the largest shareholder, the State didn’t claim any dividends from SOEs 
before 2007. In 2010, only 5% of the benefits were transferred to the State as 
dividend. A higher proportion of benefits distributed in the form of dividends 
should reduce the accumulated internal savings of SOEs and probably also 
increase the income of working class. Moreover, the encouragement of free entry 
and product market competition in the sectors where SOEs continue to enjoy the 
political protection should also raise the income of households that are 
autonomous entrepreneurs.  

In the second place, without empowering the labor union’s political force, the 
general wage level has to be increased administratively in order to compensate 
the sacrifice made by the labor force in the last three decades. According to the 
estimation of Ministry of Human Resources and Social Security, the minimum 
wage level has risen by 22,8% and 22% respectively in 2010 and 2011

19
. Although 

high inflation rate eroded part of the wealth effect, the growth rate of industrial 
workers’ income still outpaced the growth rate of GDP, indicating a starting of the 
net transfer of income from the corporate sector to the household sector. 
Nevertheless, it is worthwhile mention that the rising labor cost has much more 
impacts on the labor-intensive industries, where tens of millions of private SMEs 
are concentrated, than on the capital-intensive industries, where large SOEs 
dominate the scene. Under the pressure of rising labor cost, private industrial 
firms have two options to survive, either to increase the price of final products by 
transferring the costs to the end consumers, or to improve the productivity by 
investing in technology upgrade. In the first occasion, the general inflation would 
be pushed upward offsetting the gain of the wage increase. In the second case, 
the financial system has to be able to channel the capital into where it is mostly 
needed. Here comes the key that is perhaps more important than the wage 

19
 http://www.mohrss.gov.cn/. 
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increase to successfully boost the domestic consumption in the long-term: the 
financial system reform.  

Chinese financial sector is one of the least liberalized sectors in China’s 
economy. The interest rate is artificially low and the banking credit is granted 
through an implicit rationing process in disadvantage of private SMEs. The low 
interest rate, on one hand, reduces the wealth that households deserve by their 
banking deposits, on the other hand, lowers the cost of the public infrastructure 
programs which are otherwise non-profitable and increases the capital return of 
the large SOEs. Thus, the increase of interest rates should be the indispensable 
step to be taken in order to reflect more correctly the cost of capital and check 
the investment motivation of SOEs and local governments. In 2011, we do notice 
four consecutive raise of basic interest rates by People’s Bank of China, each time 
by 0.25 percentage point. However, it is still too optimistic to consider it as a 
signal of a promising financial reform. On the contrary, when the yearly CPI index 
finally stays at 5.4, the real interest rate is nothing but lower than before. What’s 
more, while all the financial institutions receive administrative orders from the 
central bank to tighten the new credits in 2011, the private sector is the principal 
victim because the scarce banking credits have to be reserved for those massive 
infrastructure programs listed in the new five year plan mentioned above. Under 
this context, private firms are obliged to count on internal financing or informal 
finance, which is repeatedly sanctioned in the history when the government tries 
to tighten the monetary supply. A feasible institutional reform would be to seek 
to incorporate China’s large informal financial sector into the official financial 
system. The objective would be to create a legal sector of smaller non-bank 
financial lending and deposit institutions, with better loan and deposit terms for 
households and SMEs. 

Any advance in the aforementioned fields would have long-term effects on the 
construction of a new sustainable growth model. However, the real difficulty for 
the Chinese government is to cope with short-run and long-run economic 
growth

20
. On one hand, government tries to adjust its economic structure and the 

development mode to maintain long-run economic growth. On the other hand, 
the structural reform may have negative impacts on the short-run growth rate. 

20
 Luo, Changyuan and Zhang, Jun, “China Trade Policy Review: A Political 

Economy Approach”, The World Economy, 2010, Vol. 33, No. 11, pp. 1390-1413. 
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Under this context, when Chinese leadership reduces the goal of economic 
growth to 7.5 percent21, and openly advocates a slower but more balanced 
growth with better quality22, we may expect that Chinese government has 
prepared itself to bear the costs of the long waited internal rebalancing. The 
success of this new reform agenda aiming to maintain economic growth while 
improving social distribution would rely on the policy design and implementation 
of specific policies under the new government leaded by Xi Jinping and Li Keqiang. 
The next decade is the most critical moment both for China and the world 
economy. 

5. Conclusion

The history of China’s economic growth is a history of its integration into 
global economy. In the 1980s and the first half of 1990s, China, taking advantage 
of the abundant labor, was first integrated into Asia’s production networks. The 
significant growth of processing trade, on one hand favored the labor structure 
change, raised the general income level and increased the internal consumption; 
on the other hand kept at a low level the real exposure of China’s economy to 
external demand. Nevertheless, since the second half of 1990s, the development 
strategy shifted to state sector reform and capital-intensive industries. The 
discrepancy between investment and internal demand pushed China to be more 
dependent on external demand. Since the integration into WTO in 2001, the ratio 
of domestic value added exports to GDP rose significantly. From 1978 to 2007, 
China experienced a “coupling” process, from a rather uncoupled situation to a 
more coupled one. 

The anti-crisis policies employed by Chinese government allowed China to 
maintain a high growth rate, but also exacerbated the problems inherent to the 
current development model. Without a painful structural change, there is little 
space that China could be decoupled from the global demand. The recent rapid 
recovery of exports is therefore a signal that China would continue its export-led 

21
 Premier Wen Jiabao announced this goal in the “2011 Report on the Work 

of the Government” delivered in the fifth session of 11
th

 National People’s 
Congress held in March of 2012. 

22
 During the meeting with representatives of about 30 well-known 

enterprises from China and overseas on the Boao Forum held in Hainan between 
6 and 8 April 2013, Xi Jinping said: “Through our efforts, it is possible for China to 
sustain a fairly high speed of economic growth. But it’s not necessary or 
sustainable for China to maintain an extremely high speed of growth.” 
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model, but with a diversification of its exports’ destination. A stronger South-
South linkage implies a potential post-crisis “recoupling”, which is characterized 
by reduced vulnerability to macroeconomic cycles of advanced economies 
without sacrifice of exports growth. This “recoupling” process provides a precious 
breathing space for Chinese government to conduct the complicated and time-
consuming domestic reforms, favoring a sustainable expansion of domestic 
consumption and an ultimate “decoupling”. 
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