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The present discourse primarily analyzes the situation of mainland China’s
economic recovery after the pandemic and the future challenges it may encounter. By
the end of 2022, following the significant relaxation of COVID-19 containment
measures in mainland China, the three-year period of the Covid-19 pandemic finally
came to an end. The world at large also anticipates that mainland China’s economy will
enter a phase of recovery. Consequently, this text aims to explore the prospects and
potential challenges of mainland China’s economic recovery from the perspectives of
consumer behavior, investment trends, foreign trade, and industrial momentum.

Regarding consumer behavior, the revival of food and beverage services
consumption appears relatively stable after the lifting of pandemic restrictions.
However, there has been no noticeable surge in “revenge spending” in the retail sector
of goods, primarily due to the adverse impact of the pandemic on disposable income
among residents. Although the release of pent-up consumer demand has been
witnessed following the containment measures, the pandemic has taken a toll on
disposable incomes. Particularly, the growth rate of residents’ consumption demands
outpaces the growth rate of income, leading to insufficient growth in disposable

income and raising concerns about “downgrading consumption”.

In the realm of investment, it is projected that in 2023, amidst relatively weak
private consumption, mainland China will continue to bolster investments in
infrastructure. However, one must be mindful that the substantial expenditure on
pandemic control by local governments during the outbreak has left many of them in
financial difficulties. The sustainability of government investments in infrastructure,

therefore, becomes a critical focal point influencing the strength of economic recovery.

In the context of foreign trade, mainland China faces pressures stemming from
the global economic slowdown, high inflation rates, multiple countries raising interest
rates, and energy tensions triggered by conflicts like the Russo-Ukrainian War.
Consequently, external demand has notably weakened, dampening mainland China’s
export performance. Moreover, in the long term, the heightened emphasis of

European and American countries on industrial chain security, coupled with the
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ongoing push for supply chain reshoring, poses challenges to mainland China’s export
sector. Additionally, in the domain of imports, the continuous sluggishness in domestic

consumption and investment has also restrained growth momentum.

As for industrial momentum, the Purchasing Managers Index (PMI) for mainland
China’s manufacturing sector, based on the performance from January to May of 2023,
indicates that although expansion was briefly observed after the lifting of restrictions,
it subsequently returned to a contraction zone (below 50%) from April onwards. This
indicates that manufacturing enterprises still face the predicament of insufficient
demand. However, the non-manufacturing PMI has shown a more favorable
performance, remaining in the expansion zone (above 50%) after the pandemic's

containment was eased, signifying a more apparent benefit for the service industry.

To sum up, the economic performance discussed above, mainland China is
presently confronted with external international pressures and internal challenges like
inadequate domestic demand, cautious investment and consumption, employment
difficulties, and financial constraints faced by local governments. As we look to the
future, mainland China’s economic growth momentum is trending towards
deceleration, necessitating preventive measures to avoid falling into the “middle-
income trap”. Therefore, the recently proposed discourse on the “Chinese Path to
Modernization” appears to dilute the emphasis on the principle of “Common
Prosperity” in favor of strategies aimed at enhancing national security and industrial
competitiveness. The policy implications of the “Chinese Path to Modernization” in the
economic domain include: (1) elevating the value-added of industrial chains to achieve
technological autonomy and control; (2) promoting advanced processes and
enhancing infrastructure; (3) prioritizing education and fostering scientific and
technological advancements; (4) fostering national identity; (5) implementing a new
type of national governance system; and (6) advocating for multilateralism and seeking
support from allied nations. In terms of policy direction, this approach aids in
consolidating national consciousness and enhancing technological industry leadership,
thereby serving as the most crucial policy reliance for China’s mainland to extricate

itself from the economic quagmire post-pandemic.
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