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T he time must come when 
the ruling elites will be 
able to draw the obvious 
conclusion that there is a 

need to cut deeply military spend-
ing, and redirect the military-relat-
ed financial means to counteract 
global warming and coordinate 
economic activities to limit the are-
as of economic and social exclusion. 

Climate change will not be 
brought under effective control 
without breaking the arms race. 
Large and strong countries are fat-
ed to cooperate and must 
approach the problem of dealing 
with common problems pragmati-
cally, not ideologically. Values must 
be discussed; problems must be 
solved. 

The sooner the West realizes that 
its Sinophobia is a fatal way of 
approaching the matter, the better. 
The relationship between the US 
and China is critical. The US has to 
accept that it is unable to contain 
China’s rise and global influence. 
The public narrative of the US, 
which is aggressively aimed at 
weakening China, goes against 
common sense. The US-China rela-
tionship requires a dramatic turn. 

This time, the result of such a 
shift cannot be the triumph of one 
side, as quickly happened, due to 
the fault of the US, in the early 
1990s, after the end of the previous 
Cold War. Now, the political break-
through must be followed by part-
nership. The world does not need 
rivalry between the US and China 
but cooperation to solve the com-
mon problems. One cannot fall into 
the limitations of the false narra-
tive, which manifests itself in noth-
ing less than nonsense about the so-
called Thucydides’ Trap, which 
allegedly threatens a US-Chinese 
war similar to Sparta’s clash with 

Athens. Instead, dialogue, compro-
mise and cooperation are impera-
tive. 

Half a century ago, thanks to Chi-
na’s political commitment and the 
diplomatic skills of US statesman 
Henry Kissinger, it was possible to 
overcome the differences between 
the two countries. Today it turns 
out to be much more difficult, not 
least because there are no Kissing-
er-class diplomats who are able to 
correctly interpret the current bal-
ance of geopolitical forces and 
objective directions for changes in 
this area. 

The motivation of the anti-China 
policy is an irrational desire to 
uphold the hegemonic position of 
the US. While half a century ago, 
the world’s economic titan, the US, 
had to deal with a weak China, eco-
nomically insignificant on the 
world stage, now both countries 
must shape their mutual relations 
as equal powers. The sooner they 
come to terms with it, the better it 
will be for them and for the world. 

What is realistic and desirable is 
dialogue, negotiation, political 
compromises and peaceful co-lead-
ership. In economic terms, it is nec-
essary to balance both the Chinese 
and the US economy. China must 
significantly increase consumption. 
Moreover, inequalities must be con-
tained by shifting certain income 
from the rich to the poorer sections 
of the population in order to reduce 
excessive savings. Domestic 
demand for products manufac-
tured in China must increase, and 
export surpluses must fall as a 
result. The US must increase the 
wages of the working class and the 
purchasing power of the poorer 
strata of society. This must be done 
by limiting the income of the rich-
est classes, who do not spend a cer-

more than half of China’s popula-
tion lived in extreme poverty; today 
in China nobody’s income is below 
$1.90 a day. All the advantages in 
the competitiveness of the economy 
and the standard of living of the 
population are the result of a wise 
economic policy and gradual 
reforms. 

Instead of fueling the Cold War 
atmosphere, which the West, espe-
cially the US, is so eager to do, it is 
necessary to move away from the 

destructive arms race and allocate 
the funds saved in this way to the 
development and protection of the 
natural environment. All countries 
should prove the determination to 
win-win globalization, spending 
less on armaments and more on 
implementing good practices for 
development. 
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F ollowing reports of China’s 
robust 8.1 percent economic 
growth in 2021, some West-
ern analysts and commen-

tators have returned to the 
frequently posed question: Can Chi-
na avoid the middle-income trap?

On the surface, this question 
seems innocent enough, probing 
China’s ability to become a high-in-
come nation according to the World 
Bank’s threshold, a feat that 
appears out of reach for many mid-
dle-income nations. On closer 
examination, however, one can see 
that the question embodies several 
threads of conventional wisdom 
that are not only theoretically dubi-
ous, but also practically harmful if 
taken too seriously.

The term “middle-income trap” 
first appeared in the World Bank’s 
2007 publication, An East Asian 
Renaissance, by economists Inder-
mit Gill and Homi Kharas. In that 
book, the authors explored the eco-
nomic potential of East and South-
east Asian countries in the context 
of historical development experien-
ces around the world, and noted a 
common pattern: Many nations 
that had raised themselves success-
fully from low-income to middle-in-
come status, primarily through the 
comparative advantage of low 
wages in basic manufacturing, were 
unable to make the necessary tran-
sition through enhanced economies 
of scale and technological innova-
tion to compete with the products 
and services of high-income econo-
mies. Countries that appeared to be 
stuck in this intermediate phase for 
relatively long periods of time were 
viewed as victims of the aforemen-
tioned trap.

Since 2007, the idea of a middle-
income trap has generated exten-
sive economic and political 
discussion, as well as numerous 
articles in scholarly and policy-ori-

ented publications. Conceptually, it 
is viewed by many economists as a 
type of suboptimal equilibrium in 
which the principal market players 
— government, domestic and for-
eign investors, corporations, labor, 
etc — are unable to find a sufficient-
ly rewarding path away from the 
trap, even after accounting for the 
long-term benefits of high-income 
status.

In some cases, an economic equi-
librium certainly may be consid-
ered a trap. For example, scenarios 
like the suboptimal solution to the 
well-known Prisoners’ Dilemma — 
in which two criminal partners, 
when questioned separately by 
police, both confess their crime as a 
means of reducing punishment — 
is a snare from which the prisoners 
cannot escape because there is no 
way to ensure each other’s silence. 
However, as long as the major play-
ers in a nation’s economy are able to 
communicate and enforce mutual 
agreements, they should be free to 
escape the middle-income trap. 

Not surprisingly, most difficulties 
that arise in this context are attrib-
utable, at least in part, to political 
instability or cultural obstacles that 
interfere with the ability to make 
and keep agreements. In fact, many 
of the commonly cited victims of 
the middle-income trap have expe-
rienced considerable political tur-
moil over the years, either through 
a sequence of elected leaders with 
widely divergent economic views or 
more profound regime changes.

Perhaps the greatest practical 
danger of uncritical acceptance of 
the middle-income trap is its 
implied benchmark for economic 
success: gross national income per 
capita. Currently, the World Bank 
assigns countries whose GNIPC is 
less than or equal to $1,045 to the 
low-income group; those whose 
GNIPC lies between $1,045 and 

$12,696 to the middle-income 
group; and those whose GNIPC is 
greater than or equal to $12,696 to 
the high-income group. 

Although relatively easy to com-
pute, GNIPC is a crude, often mis-
leading measure of national wealth. 
Defined as a simple average over a 

country’s entire population, it is 
easily inflated by a small number of 
very rich individuals. Clearly, a bet-
ter measure of a country’s typical 
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tain part of their income on con-
sumption, but direct it to specula-
tive investments in various assets — 
from financial to real estate to raw 
materials — which destabilizes not 
only the US economy.

Unacceptably high income and 
property inequalities in the two 
countries must be reduced, 
which is necessary to 
rebalance both their 
national economies and 
bilateral relations. This 
will help to capture a 
balance in US-China 
trade and financial rela-
tions, which is an indispen-
sable economic factor for 
improving political relations 
between the two sides, 
with all the attend-
ant consequen-
ces for world 
affairs. 

Other 
major eco-
nomic and 
political 
players on the 
world stage — 
notably the Euro-
pean Union, India and 
Japan — should not take 
sides, but should act to build a 
multilateral, balanced global sys-
tem based on pluralism. Unlike 
the situation that occurred half a 
century ago, this time the US has 
no chance of driving a wedge 
between China and Russia. The 
new geopolitics requires new 
thinking. It is amazing that in 
Washington they learn this much 
slower than in Beijing and in most 
European capitals, whose policy 
toward China is marked primarily 
by pragmatism. 

The magnificent rise of China is 
an undeniable fact. Decades ago, 
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wealth is the median income, 
which — although not computed by 
the World Bank — should be the 
principal focus of analysts and poli-
cymakers concerned with economic 
development.

Given the above considerations, 
it appears that the question “Can 
China avoid the middle-income 
trap?” may be answered in more 
ways than one. 

To be rigorous, we could say that 
the question is not well defined 
because no such trap exists. Clearly, 
as a major economic power with a 
stable political system and effective 
coordination of resources, China is 
extremely unlikely to become stuck 
in a suboptimal economic equilibri-
um. Furthermore, there is no 
urgency for the country to achieve a 
specified level of wealth within any 
predetermined time frame.

More pragmatically, it is worth 
noting that China’s transition from 
a middle-income to high-income 
nation is likely to occur sometime 
within the next five years. This con-
clusion is supported by a number of 
economic indicators, most impor-
tantly: the country’s sustained, 
approximately linear growth in 
GNIPC over the past two decades; 
and its domestic savings rate, 
which, like those of other high-in-
come East Asian jurisdictions, is 
well above the world average. 

Finally, it is important to keep in 
mind that the World Bank’s defini-
tion of a high-income nation is not 
equivalent to a society enjoying 
“common prosperity”. There are 
many high-income nations with 
large degrees of income inequality 
— most notably the United States, 
which stands out among the 
wealthiest — and one should not let 
excessive focus on the middle-in-
come trap distract from that reality.
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With its stable political system and effective coordination 
of resources, China is unlikely to become mired in any 
sort of middle-income trap

Avoiding snares of conventional wisdom


