Note on Chinese Economic Statistics

This article provides a brief introduction on Chinese economic statistics.  It is prepared for readers who are not experienced in reading and interpreting China’s official data.

The basic principles 

The national accounting approach of the former Soviet Union has made an important impact on the collection and compilation of Chinese economic statistics.  While Chinese economic statistics have very slowly moved towards the international standards due to its open door policy and its integration with the world economy (e.g. entry to GATT), the discrepancy with international standards is still significant and the influence of the Soviet system is still apparent.

China adopted its national accounting approach from the former Soviet Union in the 1950s.  The Soviet system was called the Material Production System (MPS), by which national income was calculated by adding together the value-added to five sectors including agriculture, industry, construction, transport and commerce.  The five sectors were later grouped into primary (agriculture plus mining), secondary (industry and construction) and tertiary (transport, commerce and external trade) sectors.

Starting from the mid-1980s China began to compile and release GNP estimates and GDP estimates since 1983.  Both GNP and GDP figures are broken down into value-added by the primary, secondary and tertiary sectors.  It was not until recent years that China began to compile and release national income accounting numbers by the internationally-accepted expenditure approach (i.e. GDP equals the aggregate of consumption, investment, government expenditure and net exports).  

Some international bodies such as the World Bank had reformatted Chinese economic statistics by converting numbers compiled by the Soviet MPS system into internationally accepted standards.  However, even the World Bank admitted that those figures was “undoubtedly inaccurate in many specific respects” given the limitations of original data and a very unique economic system - the fact that China being a transitional economy moving from central planning to market orientation.

The open door policy adopted in 1978 had made things more complicated by creating new forms of ownership other than the state-owned sector – such as foreign-invested enterprises (e.g. equity joint venture between Chinese and foreign entities), collectively-ownership (e.g. a grey area between public ownership and private ownership, such as an enterprise co-owned by the local governments and employees) and private-ownership (e.g. self-employed business).

As a result, China tends to break down and analyse major economic aggregates (e.g. GDP or GNP, industrial production, external trade) very differently compared to internationally-accepted standards  – such as by primary, secondary, tertiary sectors rather than by the internationally-accepted SIC code, or by forms of ownership like state-owned, collectively-owned, private-owned and foreign-invested enterprises.  

Therefore, it is not uncommon to find that economic statistics that are common in the west do not exists in China, be compiled under very different basis, inconsistent, or concentrated in a few individuals.  

The reliability of Chinese economic statistics

The reliability of Chinese economic statistics is often subject to question.  Certain western media such as the Economist has regarded official statistics as untrustworthy. The often-cited sources of deviation are:

· Issues associated with the transitional nature of the Chinese economy, such as government subsidy (e.g. for agricultural products), the dual-pricing system (planned vs. market prices, official vs. black market prices), exchange rate distortions and underground economic activities (e.g. smuggling).

· Local officials tend to massage the numbers and present incorrect information to higher authorities in order to appear that targets have been fulfilled.
· The old system for data collection, which is highly centralised in and supervised by Beijing, has disintegrated due to institutional reform.  The new system has permitted a very diversified group of entities such as government ministries/units, academic bodies and commercial firms to collect and produce data for different purposes (e.g. for research or for sale).

· The publishers (e.g. the State Statistical Bureau) often do not define the subject that the numbers are describing, and do not elaborate on the method of data collection and the basis of compilation.
· The publishers or officials that release the figures tend to mix predications with estimations, or round-off numbers to the nearest decimal place, percentage point, thousands or even millions.
· Data for comparison (e.g. previous year numbers) are often not provided, or when provided, they are often compiled on different basis and therefore preclude meaningful comparison.

· Translation errors.

Some useful tips

Unfortunately there is no proven way to avoid errors and to protect yourself against data hazards mentioned as above.  Naturally more precise definition on the subject matter, further information on the data collection and compilation process, and a working knowledge on Chinese economic statistics would help. The more common solutions are double-checking with local sources or those who have first-hand information on the subject matter, and consulting experienced professionals who deal with Chinese economic statistics on an everyday basis.

