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Introduction

The last two decades have been marked with crises that have put into question the ideas
that have fashioned our concept of development for over a century. The most compelling
examples are the 2008 global financial crisis and the COVID 19 pandemic of 2019; both
events are now, in terms of time, far from us but still ingrained in our minds, and their
effects have left deep seated wounds whose healing requires more time and analysis.

The 2008 financial crisis, originating in the United States after the collapse of
Lehman Brothers and the burst of the housing bubble, but having its basis in the
worldwide economic system, has left a deep mark on the global economic environment.
Sparking severe recession, soaring unemployment, increasing loss of trust towards
financial institutions and banks, plummeting GDP growth rates, it was considered the
greatest economic crisis after the Wall Street Crash of 1929. While June 2009 marked the
end of the crisis, its recovery rates were surprisingly slow, with persisting economic
weakness (Weinberg, 2013). Some progress has, obviously, been made, but even after
two decades there are still areas of improvement: as claimed by Hellwing, regulatory
reforms were applied after the crisis, but they disregarded a comprehensive analysis of its
mechanisms and causes. Moreover, while it had been understood that losses should
mainly be sustained by shareholders and debt holders, the European Union provided
exemptions to some creditors. This led to a continued pattern of bailing out those creditors
that were deemed “too big to fail”, bail outs that relied on taxpayers’ money.

Secondly, the recent Covid 19 crisis of 2019, which was a catastrophic event that
directly altered not only the economy, but also the lives of billions of people around the
world. According to the World Health Organization (2023), the pandemic caused almost
7 million deaths, and according to Davis, McCorkell, Vogel, and Topol (2023) the people
affected by long covid, a debilitating illness that greatly impacts the quality of life of an
individual, are almost 65 million. Concurrently, the impacts on the worldwide economy
have been severe: just after the beginning of the pandemic the Dow Jones, FTSE, and
Nikkei all reported great falls in their rates and greatly affected the financial sector, the
rates of unemployment skyrocketed, and multiple nations entered recession. (Jones,
Palumbo, & Brown, 2021) Furthermore, while Covid 19 cases are still growing, national
governments are still struggling to find viable solutions to improving national growth

rates and handling the still ongoing cases. Eminent economists like Tooze, state that the



problem lies in the “Western capitalism” system, in its structures and design (Zakaria,
2018).

These two crises had massive aftermaths that have shaped our vision of the world
and will probably extend their influence in the following years. However, the most
compelling topic that emerged during the last two decades owing to these crises,
especially the Covid 19 one, was the glaring problem of inequality, both economic and
social. The statistics and data published about the growing worldwide inequality are
abysmal. While 10% of the population holds 52% of the global income, the Covid 19
pandemic has led over 160 million people into poverty. Inequality among nations is
expected to increase, marking the first rise of this kind in a generation. In the US, those
living in poorer counties died at almost twice the rate compared to those living in richer
ones, due to a lack of access to healthcare. Furthermore, inequality is estimated to
contribute to the death of about 21,000 people every day (Elliott, 2023; Batha, 2022;
Reuters, 2022; Endara, 2022). These are only part of the evidence of an inequality gap
that seems to keep growing every day.

Due to globalisation, mass media, social media and other tools of information, the
reality of the severity of inequality is daily before our very eyes, and it is causing growing
concern. According to Lavietes (2021), people’s concern about the income gap has risen
during the pandemic, with one third of the people interviewed between 18 and 34 years
of age claiming that they are more concerned about income inequality than economic
growth or unemployment; feelings of “being upset, being afraid, feeling let down, feeling
like ‘I have no prospective anymore’” are also on the rise.

In a world of growing inequality and concerns, while governments focus on
improving their economic growth rates, many claim that there is a need for structural
change, one that also focuses on the growing need to address the effects of the climate
crisis, which is leading to an increasing number of natural phenomenon with escalating
severeness — e.g. storm Daniel, who has recently devastated the Libyan city of Derma and
has a current death toll of 6,000 people (AJLabs, 2023). As Mazzucato (2023) claims,
“the question we should be asking is not how much growth we can achieve, but what kind.
[...] Reorienting public organisations around ambitious missions — instead of obsessing
over narrow growth targets — will allow us to tackle the grand challenges of the twenty-
first century and ensure that the economy grows in the right direction.” A change that
requires government involvement, for government officials to realise that they have the

tools to shape the economy and steer growth to a more sustainable path.



Here lies the motivation of my work. The following thesis will thus delve into the
intricacies of sustainable human development, analysing its conceptualisation and
definition, focusing on the indexes that have been formulated to measure it and analyse
the patterns of inequality around the world. These aspects will be used as a framework to
conduct a comprehensive analysis on how the Chinese province of Guangdong has
improved its level of sustainable human development in just over twenty years.

The first chapter will focus on the development of the concept of human
development, its opposition to GDP as a measure of development, its calculation through
the HDI, and its influence on multiple nations and global economic actors’ idea of
development. Afterwards, we will analyse the index proposed by Hickles in 2020, the
Sustainable Development Index, which considers the dimensions included in the HDI and
combines them with environmental quality dimensions. Further, China’s relationship
with both the GDP and HDI indexes will be explained, showing how they have affected
China’s government aims.

The second chapter will be dedicated to analysing the different debates
surrounding government intervention, and how they relate to the Chinese model of
governance and development. Secondly, the concept and definition of industrial policy
will be debated. Conclusively, the focus will shift to China, detailing how in the last forty
years it has proposed an alternative model of governance and development, which sparked
the Washington vs Beijing Consensus debate. Further, Hu Jintao’s and Xi Jinping’s
models of development will be analysed to comprehend the link between these economic
and political frameworks and China’s concept of sustainable growth, to analyse how they
were reflected in Guangdong’s local government, and how it shaped the latter’s
policymaking.

The third chapter will focus on data calculation related to the Guangdong province
in the years 2000, 2010 and 2021 using the Sustainable Development Index. The results
will then be used to compare the development rates after Hu Jintao’s and Xi Jinping’s
governance, analysing the rates’ relationship with the industrial policies applied in the
Guangdong region. The analysis of Guangdong’s data will then be used as a structure to
examine the role those industrial policies played in its development. The aim of this study
is to find a relation between government involvement, through the use of social and
industrial policies, and a reduction in inequalities, even in a country where striking

economic growth was accompanied by severe inequalities.



In conclusion, the aim of this thesis is to find a possible relationship between
government involvement and increasing rates of human development, especially in the
context of environmental quality and pollution. The central questions of this research
were if it is possible to pursue a different model of development that can incentivise both
economic growth and human development without compromising the environment, and
if so through which tools it can be achieved. We claim that governments and private actors
should collaborate to achieve goals that will not only focus on economic growth, but
human development as well, to tackle and answer the growing inequalities that undermine

people’s quality of life.



Chapter 1: The changing definition of development and its

measurement

1.1 Development as production and growth: the GDP index

One of the main focuses of economics is the study of growth, the advancement of a
country’s economy and its wealth; the field of study that analyses these elements is called
development theory, a cluster of research and postulates on economic development, and
how to achieve a desirable change in society (Todaro & Smith, 2009). We can first see
the father of modern economics, Adam Smith, searching for the sources of wealth in “An
Inquiry into the Nature and the Causes of the Wealth of Nations”, written in 1776; here,
he stated that the wealth of a nation depends on two elements: division of labour and
extent of the market. The work of Adam Smith was the first symptom of a progression
borne from the first industrial revolution in Europe, which brought systematic reflections
on what development meant and how it could be obtained. Unquestionably the history of
this field became deeply intertwined with colonialism, with this sort of inquiry applied to
colonies in Africa, Asia, and Latin America: at this point, the term development
economics rose in popularity (Oslington, Mahmood 1993).

After the end of World War II, with the uncertainty of post-war society and the
precariousness in the global economy, the Keynesian revolution took its roots; the Bretton
Woods Conference led to the birth of international institutions that would be governing
for years to come — the International Monetary Fund (IMF), the World Bank, the World
Trade Organization (WTO) — creating a milieu where development was equated with
capital accumulation and saving ratios, and, consequently, becoming indistinguishable
from the growth of per capita GDP, which had its origins in the 17th century (Oslington,
Mahmood 1993). GDP (Gross Domestic Product) is defined as “The total final output of
goods and services produced by the country’s economy, within the country’s territory, by
residents and nonresidents, regardless of its allocation between domestic and foreign
claims.” (Todaro, Smith 2009, pp.17) It is usually associated with the GNP (Gross
National Product), which includes the same elements, whether they are produced in the
contemplated country. According to Yale economist William Nordhaus, the GDP was
“one of the greatest inventions of the 20th century” since it made it possible to track the
changes and crises in each economy and to quickly implement informed policy feedback

(NYT 2010).



Thus, a bias was actualized, where economic growth was inherently analogous to
development: the higher the GDP or GNP, the higher the level of development of a
country. The history of this bias is even deeper: even before GDP was an existing concept,
different countries — such as the US — started to analyse how much they could produce
annually, especially for war purposes. This presumption led to a concept of policies whose
only objective was to find the most efficient way to obtain the highest rate of economic
growth; as stated by David and Klugman in their work: “the assumption — often explicit
— is that maximising growth should be the policymakers' only objective, and the
multidimensionality of wellbeing is often ignored.” (2011, p.81) This deep-seated
conception can be also linked to the concept of trickle-down economics, the idea that the
growth of GNP or income per capita would naturally translate into gains for the whole
society as new economic opportunities, aka “trickling down” from the top to the bottom
of the population. This concept came to be so well-known and respected that it became a
crucial point in the programs of politicians, most notably Thatcher and Reagan, during
the 80s. Despite that, already during the 70s, this theory was beginning to be criticised:
James P. Grant wrote that “a major rethinking [was] taking place, compelled by a single
fact: growth rates achieved by most countries during the 1960s had little or no effect on
most of the world's people, who continue to live in desperate poverty” (1973). In his article
published in 1983, Arndt dispels this myth, to the point of even claiming that the theory
never existed in the first place (1983).

However, as explained by Mazzucato (2019), it is essential to remember that our
notion of development and the elements that we analyse to measure it are all based on
social conceptions which reflect the theories, ideas, and ideologies of the period in which
they were devised. Therefore, they are not based on measurable facts or laws, but on
conscious evolving choices. The modern accounting concept of GDP is also an example
of this, being defined and shaped according to the underlying theory of value that is used
to define and calculate it. After the marginalist revolution, value came to be associated
with productivity: according to marginalists value derives from price, therefore whatever
attains a high amount of earnings has a high productivity and worth, disregarding value
creators like the government whose value is computed differently compared to industrial
and financial entities.

All the aforementioned elements illustrate why, until the 21st century, GDP was
globally considered as the main major macroeconomic objective to be pursued. However,

over time, the dominance of the GDP came to be questioned; criticisms against GDP can



be found coming from all different authors, not only those belonging to the economic
field. Dervis and Klugman (2011) claim that it is only one “intermediate” indicator, while
Fu (2011) claims that, even though education and longevity are strongly positively
connected with income, this does not equate to a direct correlation with an increased
quality of life. Hence, the necessity of finding an alternative or related measure, one that
considers the multidimensionality of the elements that can define both economic growth
and sustainable human development.

Nowadays, whilst not impossible, it is difficult to find an economist who is
genuinely convinced that capital aggregation is the sole indicator of development for a
country: most are persuaded that development can only be correctly analysed through a
lens that considers its multidimensionality. How did this change happen? What has shifted
the paradigm from economic wealth to a concept that considers not only that but also
human and social well-being? As stated by Stanton (2007), what brought this change was
the Humanist revolution initiated by economist and philosopher Amartya Sen. Sen’s work
brought forward the innovative concept of assessing the development of human well-
being in terms of more objective functioning and capabilities, inspiring the creation of
multidimensional indicators of human development (Martins, 2022). The work of Sen,
who earned him a Nobel prize in 1998 for his contributions to welfare economics and
social choice theory, would then inspire the United Nations Development Programme
(UNDP) to create a new index, one that could consider what is the true meaning of
development. In his work with Nussbaim, they defined a new outlook on development,
one in which they focused not on one’s possessions, but rather on their possibilities and
potentials, creating a clear separation between utility and capabilities, between means and
ends. They claimed that other than individual utility, well-being and agency are important,
and must be considered to give an adequate measure of the actual development level of a

country (Stanton, 2007).

1.2 A new concept of development: the HDI

The concept of growth and development, as previously stated, has been the object of
intense debates, especially when it comes to determining its measurement. However, the
contemporary idea of development as a multidimensional concept is relatively recent. The
turning point in development theory was the publication of the Human Development
Report (HDR) by the United Nations Development Programme (UNDP) in 1990, which

introduced the Human Development Index to the international debate.
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The first UNDP report was born from the observation of the countries’ unbalanced
growth in human development during the 80s, and finalised during the tumultuous
political and economic revolution that characterised the 90s; the key takeaway from this
period was the conclusion that “people must be at the centre of all development”. Its
publication had a clear goal in mind: contributing to the definition, measurement, and
policy analysis of human development (UNDP, 1990). The report authors have drawn
their rationale from the writings of Amartya Sen, especially from his capabilities
approach (Dervis, Klugman 2011), a theoretical framework whose main assertion is that
the freedom to achieve well-being is of essential moral importance; welfare, however,
should not only be understood simply as an economic term but as people’s capabilities
and functioning. It was a new approach that, unlike others before, considered the role of
the person as an agent of their well-being, and the importance of other capabilities and
freedoms (Robeyins et al., 2011). The HDI was the first groundbreaking attempt to follow
the humanist revolution, doing so by developing an applied measure of social welfare; an
attempt to go over the ordinalist revolution based on per capita and cost-benefit analysis
(Stanton, 2007).

Created by the United Nations (UN), its impression on both the academic and the
political world would be assured: in a 1990 article published in the New York Times,
Crossette (1990) states that the HDI report was already “challenging traditional ways by
which the world has measured the growth of nations”, and, as explained by Sen, the index
has become “a central part of the manifest reality of the global thinking on evaluation and
action.” (Amartya Sen, 2000) Coming from these bases, the concept of HDI would
inevitably clash with that of GDP, which by that point had become completely pervasive
both in the economic and political spheres.

The HDI made it possible to introduce a ranking system where the countries’
achievements are easily comparable, based on three main dimensions: life expectancy,
education, and income per capita. As stated in the overview of the first Human
Development Report, it is based on the idea that while a person’s access to income is
important in guaranteeing the possibility of choice, it is not the only factor in giving
people the possibility of developing their full potential (UNDP, 1990). In line with the
perspective presented by Ivanova et al. (1993) in their articles, the HDI provided a new
yardstick of human development that not only covered the single economic dimension
but included new social ones that went overlooked before. Additionally, the HDI

strengths are multiple: it is transparent, simple, and popular; its notoriety made it possible

11



to create a discussion that led to the outlining of more complex and comprehensive
indexes that could be alternatives to the too-one-dimensional GDP. In addition, thanks to
electronic access and online resources, its reach is broad and comprehensive (Dervis &

Klugman, 2011).

1.2.1 Concept
As stated in the UNDP report (1990), the decision that brought the Programme to develop
a new index was borne from the idea that development — more than GNP growth, capital
accumulation and production — is crucial in enlarging people’s ability to make choices.
Starting from this idea, the UNDP committee selected the parameters of development by
pinpointing those elements that it considered essential in defining a true freedom of choice.
It addresses not only the access to these capabilities but their consequent use; the reason
being, if there is a lack of balance between the two, human potential will nevertheless be
frustrated. Therefore, the HDI is based on three basic variables:
1. A long and healthy life, represented by the Life Expectancy index, measured
through life expectancy at birth.
2. Access to education, represented by the Education index, measured through the
adult literacy ratio and gross enrolment ratio.
3. A decent standard of living, measured through the GDP index.

After 2010, the calculation of these variables was modified: the EI is now based
on the Mean Years of Schooling Index and the Expected Years of Schooling Index; the
Income index was introduced, based on GNI per capita.

Other elements and variables were considered for additional indexes that have the purpose
of expanding and enhancing the findings of the HDI, such as the Gender Development
Index and Inequality-adjusted HDI.

The HDI has been created not for forecasting or measuring purposes but to
effectively measure countries' levels of human development. As a result, correlations with
performance criteria are not possible, because the HDI is the actual performance criterion

(Ivanova, Arcelus, & Srinivasan, 1999).

1.2.2 Calculation
In 1990, the HDI for a country was calculated following a finite number of steps:
The first step in the calculation of HDI is the definition of a “deprivation measure”; this

1s calculated as follows:

12



1. For each of the three basic variables — life expectancy (X1), literacy (X2), and
the log of real GDP per capita (X3) - the minimum and maximum values are
identified.

2. A rating between 0 to 1 is given, based on the difference between the two
values.

Consequently, based on the difference between these two values, each country is

rated in a range from 0 to 1 based on its measure of deprivation. Thus, I; is the deprivation

indicator for a country with respect to the ith variable and it’s defined as:

max X; — X;

max X; — min X;

i

Then an average deprivation indicator is calculated as a simple average of the

three indicators.
3
I = Z I;
i=1

The HDI is then defined as one minus the average deprivation index. (UNDP,
1990)
(HDh)y=(1-1)

In their work Ivanova, Arcelus, & Srinivasan (1999) have analysed the
information validity of the HDI, on different bases — predictive, construct, content,
discriminant, and time. The most interesting results are those referring to its construct and
content validity. For the former, they claim that the differences in scale and the equal
weight assigned to the indicators cause the index to lose its construct validity; eliminating
the LEI or GNII will cause the country ranking to change minimally. This problem is still
not tackled, since the HDI is still today calculated through a geometric mean. Regarding
the latter, they contend that the indicators components require some honing, claiming —
for example — that a universal definition of literacy is not feasible, and even if accurate,
comparisons are challenging. Furthermore, the HDI ranking provides little more
information compared to that of each component.

As previously mentioned, in its 2010 report the UNDP presented a change in the
calculation method of the index. This change was mainly brought by the major constraint

represented by a consistent lack of reliable data, to address criticisms against the previous
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model, and employ more pertinent indicators. Some of these changes even answer the
criticisms presented by Ivanova et al., with the adoption of GNI per capita along with
Purchase Power Parity, and an Education Index based on mean and expected years of

schooling instead of literacy.

Human Development ; .
Index (HDI) DIMENSIONS Long and healthy life Knowledge Adecent standard of living

INDICATORS Life expectancy at birth Mean years of schooling  Expected years of schooling GNI per capita (PPP USS)

DIMENSION Life expectancy index Education index GNIindex

™~ ! -

Human Development Index (HDI)

Figure 1 Graphic representation of the calculation of the Human Development Index (HDI) (Source: UNDP,
2010, p.215).

In addition to the reworking of the HDI, another three measures were introduced
in the same year: the Inequality-adjusted HDI, the Gender Inequality Index and the

Multidimensional Poverty Index.

1.2.3 Data

As can be inferred by its formula and concept, the calculation of the HDI requires precise
and readily available data. The limits regarding the needed figures were already
underlined in the first UNDP report, published in 1990, where the authors had to omit
certain indicators and subject areas due to the inadequate and/or limited coverage of
countries, lack of timeliness, unreliability, and broad approximations. Some scholars even
claimed that all components of the HDI suffered from data quality problems:
unconvincing, incomplete coverage, measurement errors and subjective bias (9= & /i,
2008). Nowadays, this problem is basically non-existent: statistical analysis is globally
widespread, and countries that were not included before now can measure their level of
human development. Nonetheless, it’s necessary to remember that the problem of data
reliability persists in some countries, which could skew the perception of their actual

development.

1.3 Criticisms and changes to the HDI
As previously stated, the publication of HDI was crucial in starting a larger and more in-
depth discussion on the necessity of analysing economic development not just as a tool

for economic growth, but mainly as a means to improve the living conditions and future
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opportunities of a population. Nonetheless, numerous criticisms and alternatives have
been proposed in the years following its compilation — some of these even already
identified by the committee in its first report — and the UNDP has taken great interest in
investigating possible improvements, both in the index’s concepts and calculation,
leading to multiple reworkings.

In the UNDP 2010 report’s introduction, Amartya Sen straightforwardly states
that the HDI is a crude measure, much like GNP, due to its limitedness to only three
dimensions. However, he also emphasises that it nevertheless fulfilled its objective:
working as a simple metric — like GNP — but without neglecting anything other than
commodities and income (UNDP, 2010).

The problems that are usually addressed regarding the HDI are mainly related to
four aspects: problems with the underlying data, problems with the weighting, problems
with the calculation methods and problems with sustainability (Li & Zhuang, 2008). This
claim is also supported by Wu, Fan, and Pan (2014), who claim that “(1) the weights and
mechanisms used to synthesise three normalised indices into a single index are still
ambiguous and subjective; (2) the role of the inputs used to generate the three normalised
indices is ignored; (3) whether the inputs are over-used relative to the HDI has not yet
been investigated” (p. 656).

An example of the discussion around these issues can be found in ample amounts
of articles. In Ivanova, Arcelus, and Srinivasan’s study (1999), they argue the presence
of a redundancy of information provided, questioning the ability of the HDI to provide its
advantages over its individual measures, and that it is limited in being only a performance
assessment tool concerned with short-term objectives. Additionally, there is a discrepancy
between the achievements coming from the top countries and the bottom ones: the
former’s accomplishments are likely to appear less significant than the latter’s, which
may not correctly reflect reality. Moreover, in their work, Li and Zhuang (2008) argue
that a model that has the objective of measuring human development and sustainable
development should not disregard the impact of the environmental aspect. Furthermore,
they state that the data averages approach can easily conceal disparities within countries,
especially in underdeveloped ones. The equal weighting assumption ignores the role of
the possible high correlation between the three sub-indicators, implying that they are
always constant: thus, alongside other scholars, they maintain that the results, instead of

being arbitrarily assigned, should be generated from the objective data itself.
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In conclusion, as stated by Dervis and Klugman (2011), while these criticisms are
valid, it is critical to emphasise that the HDI's goal is not to create an infallible indicator
of being, but rather to redirect attention to people-centred development and to foster
debate about how we may improve the advancement of societies; on both of these fronts,

the HDI has had irrefutable success.

1.4 The influence of HDI

Despite the numerous criticisms, adjustments and possible improvements that were
suggested for the index, its influence on worldwide politics and economics is undoubted;
even stronger is its influence on the academic world, sparking widespread debates and
ideas and leading to the creation of new indexes focusing on different aspects of socio-
economic growth that were before overlooked.

In his article titled 4 Decade of Human Development, Amartya Sen (2000)
analyses the impact that the HDI had globally, ten years after its creation. He claims that
the reason for its recognition is that, instead of focusing on the traditional measure of
progress such as GNP and similar indexes, the HDI presented an official and unified
method that involved the analysis of what constitutes wealth and progress in the life of a
human being living in a society, so without focusing on single concepts and instead
including all the different aspects influencing the life of an individual. This brought a
“pluralist conception of progress” to the discussion around development and its
measurement, a change in course that was extremely crucial in a field dominated by
utilitarianism, where those who wanted to analyse data, evolution, and alternative
possibilities, could only relate their questions to a single variable — utility — which
consequently suppressed the claims of other rival theories.

The greatest innovation made by Mahbub ul Haq — an important figure also
involved in the progress of Human Development Theory and the redaction of the HDR —
and his collaborators was that of intercepting the wave of restlessness and opposition
against the idea of development just as simply economic growth, creating a concept that

could ideally satisfy those requests. As stated by Sen:

Mahbub took on the leadership of large armies of discontent that were gunning,
somewhat sporadically, at the single-minded concentration on the GNP. There were
activists arguing for the recognition of ‘basic needs’. There were international

interventionists lamenting ‘the state of the world’s children’. There were relief

16



organizations concerned with hunger and epidemics. There were writers focusing on
‘disparities’ between the actual lives of the rich and the poor. There were humanists
voicing the need for social justice in the quality of life. There were advocates of
measures of physical quality of life. There were even some philosophically oriented
critics wondering about the bigger insights into social ethics provided in the far-
reaching works of Aristotle, Adam Smith, Karl Marx, and even of John Stuart Mill.
(Sen, 2000, p. 21)

The HDI made an original, and perhaps most lasting, contribution to our
understanding of development by demonstrating that levels and trends in human
development can and do differ significantly from levels and trends in income and GDP
growth, and that there is no significant correlation between economic growth and
improvements in health and education, at least in the short and medium term.
Simultaneously, as is commonly acknowledged, the link between HDI and income levels
is substantially higher. Income disparities are greater over the world, although education
and health tend to converge (Dervis, Klugman 2011).

Moreover, as it was stated by Dervis and Klugman, the HDI has led numerous
countries to advance their measurements not only on a country level, but also on local,
national, and regional ones, thus facilitating the analysis of their level of development and
the critical areas that need further attention. As can be observed by simply accessing the
official resources of the United Nations Development Programme, there has been
extensive study and advocacy work centred on the more than 700 regional, national, and
sub-national Human Development Reports produced in over 140 countries. This is one of
the main reasons why the HDI has been adopted and used by a variety of governments in
their own planning and allocation processes. Nevertheless, the linked participatory
processes regularly provoke heated debate among policymakers, scholars, civil society,
and the general public regarding how to assess and advance human development (ibid.,

2011).

1.5 The Sustainable Development Index

As we have previously detailed, the HDI, while it provided a new conception and tool to
understand development, shifting the target of development economics from national
income accounting to people-centred development and key social outcomes, has been the

target of numerous criticisms during the years. One main point of disapproval was its
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disregarding the environmental aspect of development. As a matter of fact, a crucial issue
is looming over the world’s head: climatic change. Climate change is defined by the

World Bank as:

changes over the 20th century [that] include increases in global air and ocean
temperature, rising global sea levels, long-term sustained widespread reduction of
snow and ice cover, and changes in atmospheric and ocean circulation as well as
regional weather patterns, which influence seasonal rainfall conditions. These changes
are caused by extra heat in the climate system due to the addition of greenhouse gases
to the atmosphere. These additional greenhouse gases are primarily input by human
activities such as the burning of fossil fuels (coal, oil, and natural gas), deforestation,

agriculture, and land-use changes” (2021, p. 8).

The effects of climate change on the world’s population have been severe, in terms
of death, degradation of resources, climate immigration, and even in economic terms: the
financial costs of the ten most severe climate-related disasters in 2022 reached the record
figure of almost $40 billion (Aid, 2022). Climate change is a serious issue that has
profound and far-reaching consequences, aggravating multiple socio-economic problems
like poverty, inequality, and food insecurity. The inequality aspect is even more severe
considering that those who bear the effects are the communities of low-income countries
that do not have the resources to confront and adapt to the increasingly harsh conditions
of living.

Furthermore, the significance of the environment in determining the quality of life
has been proven by numerous studies, showing that pollution affects prenatal and
postnatal health, increasing health expenditure, aggravating health issues, lack of
resources, and a general deceleration in human development rates (Schell, Gallo, &
Ravenscroft, 2009; Gasimli et al., 2022; Kassouri & Altintag, 2020). With a growing
number of environmental crises and ecological collapse, the environment topic should be
considered more thoroughly, and nations should have a measure index like the HDI that
can be used as a tool to measure and compare levels of environmental decline, and
subsequently act to improve their current levels. Highlighting the importance of this topic,
the UNDP, in its Human Development Report for the period 2021/2022, also delineated
a dashboard of ten indicators of environmental sustainability — i.e., coal energy

consumption, carbon dioxide emissions, renewable energy consumption, solar
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photovoltaic energy capacity, freshwater withdrawals, use of fertiliser nutrient nitrogen
and fertiliser nutrient phosphorus per area of cropland, domestic material consumption
per capita, and prevalence of severe food insecurity, and three of environmental threat —
i.e., numbers of deaths and missing persons attributed to disasters, terrestrial protected
areas, and the International Union for Conservation of Nature’s Red List Index.

The increasing number of environmental crises caused by climate change, the
increasing global average temperature, and the political discussion that has interested the
world’s nations — e.g., the Kyoto Protocol of 1997 — stirred the debate on the necessity to
measure comprehensively not only a country’s level of human development, but also its
environmental conditions. Many academics proposed alternatives to the HDI, creating
models able to consider elements of sustainability with human development. In his article,
Jason Hickel (2020) also tried to overcome this gap, by presenting an alternative index.
He claimed that previous attempts had significant downsides to be tackled, mainly:
inconsistency with the planetary boundary framework, considering only one of the
dimensions of ecological impact, and utilising the concept of ecological footprint.
Therefore, he developed the Sustainable Development Index (SDI), based on a composite
metric measuring both the HDI and ecological impact, comprising CO2 emissions per
capita and material footprint per capita. Furthermore, he modified the HDI by introducing
a sufficiency threshold to the income indicator, with the maximum value being $20,000
per capita. The reason for this change lies in the correlation between income and
ecological impact, where a high level of income has a higher impact on the environment
compared to the education and health dimensions of HDI, thus acknowledging the
difficulty in achieving high levels of income and high results in the HDI without
impairing the environment.

The SDI represents an important step forward in our understanding and
measurement of sustainable human development. Hickel coherently included ecological
elements to the HDI that considered both emissions and extraction of natural resources,
while also considering the concept of planetary boundaries that stresses the necessity of
fostering the environment without considering trade-offs between its abuse and economic
growth. Furthermore, he addressed the intrinsic issue of the HDI rewarding the countries
that are contributing the most to climate change, whose development model would
inevitably lead to environmental collapse, while simultaneously empowering those
countries that have obtained high levels of social development without high levels of

income. Using this index, in 2020 the countries with the best rates were Cuba, Costa Rica,
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Sri Lanka, and Albania, while those that were the top scorers in the HDI rank fell
significantly, due to their high impact on the environment. Even more importantly, as
claimed by Hickel himself, the SDI “implies heterogenous prescriptions for progress,
disrupting unilineal normative trajectories and usefully speaking to the varied
predicaments of countries in the real world” (p. 9), meaning that it provides an index
showing that alternative models of development, ones able to achieve sustainable human
development, are possible and achievable while recognising that each country faces its
unique problems in doing so.

Obviously, there are some limitations to the SDI. Hickel himself highlighted its
deficit of success — 1.e., no country in the index has successfully achieved comprehensive
sustainable human development. In addition, we can see that this index does not include
other important elements of pollution that have significant consequences on both the
environment and its inhabitants, like other greenhouse gases. Nonetheless, it is important
to remember that finding a truly comprehensive and sound index is probably an
impossible challenge, due to the ever-changing nature of our social, economic, and
environmental international background. The importance of developing an index able to
realistically — and not perfectly — describe the environment and quality of life of a country

lies in its being a tool that can be used by society and policymakers to approach a different

path.

Index Elements

Gross Domestic Product (GDP) Private and public  consumption,
Investments, Government spending, Net
exports

Human Development Index (HDI) Health, Education, Income

Sustainable Development Index (SDI) Health, Education, Income (with
sufficiency threshold), CO2 emissions per
capita, Material footprint per capita

Table 1 Table summarising the elements considered in each index (Source: author).

1.6 China: from GDP to HDI

Considering the scope of this thesis, we should analyse how the GDP and HDI have been
used in China, and their influence within the country. A crucial point, however, is how
these theories and thoughts can be applied to countries like China; Western thought is, as
it is simply inferred by a brief analysis, based mainly on Western experiences, and as

already stated, the roots of development theory are deep-seated in colonialism. However,
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in the last century, we have seen great growth and development in numerous non-western
countries, and it is natural to ask if these theories can be validated for these countries in
the same way. The UNDP and its projects have an international scope, but since the
objective of this thesis is to analyse sustainable human development in the Guangdong
province, it is naturally important to analyse how they have been embraced and utilised
in China, both in the academic and political environment.

To correctly investigate the role of these two indexes in the last century of Chinese
history, it is crucial to first consider the incredibly different history and political
development of China. Since the 1949 revolution, with the establishment of the People’s
Republic of China, China has been governed by a communist government led by the
Chinese Communist Party (CCP). In the same year, China implemented unified
accounting methods based on Soviet-style double-entry bookkeeping: the Soviet-inspired
Material Product System (MPS) (Lu & Aiken, 2003). Nonetheless, China was one of the
last major countries to adopt the GDP, using a different measure of national income until
the 1990s. Since its late introduction, GDP has taken on significant political and social
significance for CCP governance. This is a critical decision to take, especially considering
the country’s different economic structures and a statistical bureaucracy unqualified to
producing coherent GDP figures, a measure relying instead on the System of National
Accounts (SNA), a global standard intended to capture aggregate economic activity in
capitalist economies. This merge resulted in the creation of a hybrid system of national
accounting, based on joining selected principles from the SNA into the MPS framework,
which later contributed to the graft being abandoned and the SNA framework being
adopted. It is also important to note that, despite common misconceptions, the adoption
of GDP in China was mainly spurred by domestic actors, in a process that does not
conform with the commonly observed patterns of assimilation of international norms,
ideas, and institutions (van Heijster & DeRock, 2020).

Despite this, after almost four decades of using GDP to measure its growth and its
objectives, the Chinese government’s sole focus on one single measure of development
showed its results, a limited vision that created blind spots that — by 2013 — were
impossible to ignore. In his last speech as outgoing premier, Wen Jiabao claimed that
China’s development was “unbalanced, uncoordinated, and unsustainable” (Wallace,
2022). As stated by Mei, Yu, and Mei (2019), the Chinese government had the relentless
pursuit of GDP growth as its main focus in order to fill the productive gap between China

and other more developed countries. However, as the Chinese society and economy
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progressed, the CCP administration realised that the measurement of economic
development was no longer enough, and it had to include education, healthcare, and social
development. Thus, nowadays we can see a stronger focus on development as a
multidimensional concept that should consider not only economic elements but also social
ones. As part of the UNDP, China each year provides statistical data that focuses on
different dimensions of development — such as gender disparity, health, education etc. —
and multiple scholars are proposing new models, or modifications to existing ones, to
measure development. This theme will be further expanded upon in the second chapter of
this thesis.

Additionally, as mentioned before, the concept of HDI has seen both praise and
criticisms from Chinese scholars; nonetheless, its relevance in helping measure human
development is undisputed, as can be seen in Fu’s work (2011), claiming that the logical
relationship between GDP and quality of life is not always guaranteed, and that, on the
contrary, the HDI's component indicators are well-established statistical ones, able to
avoid subjectivity and inconsistency, and that can actually give a — although approximated

— measure of a country’s people quality of life.

Conclusions

In this chapter we have analysed how the concept of human development came to be
defined, in opposition to the GDP used as an index of development that only considered
a country’s economic growth to measure its milestones and advancement.

We then reviewed how the HDI came to be formulated, its goals and scope in the
international economic environment, and how it is calculated. Moreover, we assessed the
criticisms that it received, and how it was modified to be more comprehensive and
inclusive. By reviewing the academic literature on HDI, we stated its importance in the
debates regarding what is human development and how it can be measured. Afterwards,
we analysed the Sustainable Development Index, its role in measuring sustainable human
development, and its criticism.

Furthermore, we analysed the role that GDP had in the economic and political
development of China, and how it came to be substituted by a more inclusive concept of
development, represented by the HDI.

As underlined by Mazzucato (2019), the way we measure value and therefore
economic growth can shape policymakers’ view about what is productive and, thus how

they can intervene to steer the economy. In this context, it is crucial to analyse the concept
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of development and how it can be measured, so to show the possible paths that can be
followed by governments and policymakers.

In the next chapter, we will review the literature concerning the government’s role
in the economy, and how China has created a model of development that defies the
assumptions on market functioning, providing to developing countries with an alternative
model of growth. Furthermore, we will analyse the last two Chinese presidents’ political
thought, and how it defines an alternative path of growth that is compatible with the

concept of sustainable human development.
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Chapter 2: The role of governments and the Chinese approach to
market intervention

In the previous chapter, we delved into the extensive debates surrounding the definition
and measurement of human development. Amidst these debates, the HDI emerged as a
pivotal and widely embraced benchmark, notable for its accessibility to a broad audience.
Nevertheless, a pressing question still looms large, demanding rigorous investigation:
how can we actively foster the growth of human development? This question leads us to
the very heart of policymaking, international cooperation, and individual initiatives.
Contextually, we should recognize that there is no one-size-fits-all answer. To drive the
growth of human development, it's imperative to address a multitude of interconnected
factors, encompassing economic policies fostering fair wealth distribution, and
investments in education, healthcare, and societal infrastructure. Yet, the equation doesn’t
end here. In addition to the previously mentioned aspects, social facets such as fostering
a culture of inclusivity, gender equality, and sustainable environmental practices play an
integral role, and they should not be considered mere afterthoughts. A holistic approach
is required to the pursuit of increasing human development, which intertwines multiple
different dimensions into a uniform schema.

Nevertheless, to increase its human development standards, a nation's government
must engage in a comprehensive journey of analysis and formulation of strategies, with a
clear commitment to this overarching achievement. It is an effort that transcends the mere
pursuit of economic power and a favourable standing in the global economic landscape.
It represents a higher objective, one that encompasses not only increasing a nation's
economic power but also ensuring an enhanced quality of life and a sustainable
environment for its current citizens and future generations. It is an effort that goes beyond
the concept of economic prosperity as an end itself, acknowledging that the well-being of
the population, their participation in the benefits of progress, and the preservation of the
environment are interwoven with the nation’s economic accomplishments. Above all, it
highlights that to manoeuvre a state toward equity and sustainability, the government
must play a pivotal role.

Hence, the scope of this thesis lies in analysing how China, a nation that has
accomplished unprecedented growth in both the economic and human aspects of
development, has reached these remarkable achievements, and has tackled the problem

of environmental degradation. Due to its vast geographical expanse and the intricate
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interplay between the central and local governing policies, our analysis will be focused
specifically on the Guangdong province, a region with great economic and strategic
significance within the country. By doing so, we aim to gain insights into the policies,
economic strategies, and government policies that have steered China’s progress in the
issue of environmental protection. Furthermore, to give a comprehensive analysis of the
milieu that permitted China to reach never seen before levels of growth, in this chapter,
we will also analyse the controversies around China’s development. The main questions
regarding these issues are when and how governments should intervene, what should be
their scope and goals, the tools that they should implement, and what limits should be

applied to their intervention.

2.1 The debate on government intervention

To grasp the origins of these controversies, it is useful to analyse the history of debates
regarding government intervention. To do so, it is crucial to retrace the longstanding
discourse revolving around government failure, a debate that has engrossed academics
since the early 19th century and subsequently shaped global economic and political
ideologies. In his article, Mason aptly defines the debate on government's role by stating
that “the critical question [...] is the extent to which government can shape, or is
inevitably shaped by, the society of which it is a part” (1960, p. 636). Hence, it is a debate
that principally seeks to define where the equilibrium between government and the free
play of market forces should lie, intricately moulded by the concepts of market failure
and government failure. It is within this context that the Chinese economic system finds
itself, sparking extensive debates, as it navigates the path between government guidance

and market dynamics in a rapidly changing global economic landscape.

2.1.1 Successes and failures in the market and government

As previously stated, the underpinning rationale for justifying government
intervention is the concept of market failure lure, a term defining the economic situation
in which there is an inefficient distribution of goods and services in the free market. This
notion, however, ignited a counter-debate among economists to advance new theories that
bring into play the concept that government interventions, while well-intentioned, are
usually costly and tend to fail, formulating the idea of government failure. Economists
advocating for this perspective — usually viewed either as a deviation from adequate cost-

benefit analysis or as a mismatch between normative expectations and public policies —
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raise the concept of the invisible hand, formulated by Adam Smith, as a basis to claim
that governments merely disrupt the self-regulating nature of the free market. However,
this argument often ignores that Smith himself underlined the necessity of the State as a
regulating force in the fifth book of The Wealth of Nations (Orbach, 2013). For instance,
in his influential work Capitalism and Freedom, Milton Friedman (1962) proclaims the
need to circumscribe the government’s role. As he claimed, the basis of this claim lies in
the fact that its initiatives will inevitably fail due to its coercion of individuals in going
against their interest to follow an alleged collective good. As an alternative, he advocated
that its role should instead be that of focusing on being an impartial arbiter ensuring a
level playing field for all economic actors, who should follow its regulatory framework.
Friedman’s theory gained ample following and support, shaping the debate on
governments’ role for the following years.

Despite that, in the contemporary economic field, a steadily increasing number of
economists and researchers propose the idea of going beyond this dichotomy, which
conveys no clear solution. The problem with the historic discussion on government failure
lies in its implicit assumption of inevitability, and this inexorably legitimises a state of
mind that devalues the objective of investments in governments. While it is recognized
that the government plays a vital role in defining the rules that warrant a market’s
functioning, economists promote the contradictory idea that investments in governments
should be limited due to their assumed high rates of failure. This is a stance that ignores
the reality of market failures, which can become even more plausible if the rules of the
market are defined by a weak and inefficient government. Therefore, the accepted belief
that either governments or markets will inevitably yield some forms of failure — such as
rent-seeking, regulatory capture, natural monopolies, or externalities — for which the
possible negative extent remains unclear is fruitless. The aim of this argument should be
changed, shifting its focus towards the possible remedies for government failures,
developing and bolstering effective governments, and investing in government capacity.
Different scholars claim that the increasing number of economic crises and the growing
disparities in worldwide economies underline the urgency of contemplating structural
changes (Mazzucato, 2019). A change of this magnitude cannot be easily and quickly
implemented; hence we should emphasise the crucial role of academic research in
delineating how this can be accomplished, finding new viable approaches, and guiding

government agents in the application of these solutions. In essence, the focus is shifting
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from a binary debate to a pragmatic pursuit of the optimization of government

performance.

2.1.2 Industrial policies: definition and role

When discussing the growth of East Asian countries — especially China — and the
relationship between their governments and the market, it is necessary to also delve into
the concept of industrial policy. There is evidence that these economies have been able to
reach these staggering results due to a focus on industrial policies (Ha-Joon, 2006). While
some experts argue that well-crafted policies can be conducive to fostering technological
progress and economic growth, others warn against the potential drawbacks such as
favouritism, inefficiency, and market distortions. Therefore, understanding their role and
scope is crucial, as they often include government interventions aimed at fostering
specific sectors or industries. Exploring the experiences of China can offer valuable
insights into the ongoing debacle about the optimal relationship between market forces
and government intervention, which can potentially allow the achievement of sustainable
economic development. However, this emphasis has ignited fervent debates, primarily
centred around defining the concept of industrial policy itself. The Chinese experience,
in particular, highlights the complexities surrounding this topic.

As previously stated, it is difficult to find a unanimous definition of industrial
policies. The attempts made at defining it are numerous, and still ongoing, due to the
controversial nature of their application and their relation to the long-lasting debate on
government intervention. While Eisinger (1990) claims that its fundamental common

structural elements are:

an articulation of goals, an effort to fashion a framework for co-operative,
institutionalized, public-private relationships in economic policy-making and
implementation; some type of audit of economic strengths and weaknesses, and the
enunciation of a regional policy to assist areas of severe disadvantage. These structural
elements serve to make purposive and coherent several programmatic initiatives

typically found in industrial policies. (p. 512)
Lincicome and Zhu (2020) claim that its four essential features instead are:

A focus on manufacturing, to the exclusion of services and agriculture; targeted and

directed microeconomic (firm or industry-specific) support [...]; a government plan to

27



fix “market failures” (including negative “externalities”) and thereby achieve in
targeted industries/companies clear, specific, and measurable commercial outcomes
[...] that are better than what the market could provide in the absence of industrial
policy; and a requirement that these market-beating commercial outcomes be

generated within national borders. (p. 6)

Other researchers emphasise the longstanding historical role of this tool, employed by
developing countries to bridge the gap with the developed economies. In this context, the
government provides the market with the means to develop, at an increased pace, to
develop and keep its competitiveness (Balifio, Bernasconi-Osterwalder, & Cosbey, 2019).
In his research, Ha-Joon (2006) proposes a definition that defines industrial policy as a
policy that has the objective of impacting particular industries and firms to achieve goals
that are perceived as useful to the economy as a whole, a view that is shared by Eisinger
(1990), who further provides two other elements that, according to his opinion, are
essential to industrial policies: a deliberate level of economic planning, and possessing
elements that encompass both macro — e.g. strategic investments in education, workforce
training, incentives to shape private investments, R&D — and microelements — e.g. direct
actions taken by the government within industrial sectors or individual firms. The concept
of industrial policy has also been used as a political tool, with its definition being shaped
according to the narrative that needed to be fit. In the past the World Bank, while
recognising the massive role that industrial policies played in the East Asian economies'
growth, decided to give a rather narrow definition to industrial policies, distinguishing
only between fundamental policies — for example, monetary restrictive policies,
investments in human capital, openness to foreign trade and technology etc — and
industrial policies — direct credit, selective industrial promotion and trade policies to
favour non-traditional exports. At the same time, it claimed that industrial policies, unlike
market-friendly ones, were largely ineffective, not resulting in changes in the industrial
structure or other patterns of productivity (1994, pp. 312-316). The implications of these
statements are clear: once again, the government should play a minimal role as a rule
setter, because development and change are led by market forces, which would only be
disrupted by the government’s intervention, which through industrial policy could extend
their capture on private actors by vested interest, or could “pick winners”, without being

able to estimate the success changes of the actors chosen.
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Despite longstanding debates on what can be defined as industrial policy, and
whether its definition should be narrower or broader, multiple research projects have
proven that there is a correlation between industrial policy and both economic and human
development. As stated by Ha-Joon, the idea of industrial policies playing a crucial role
in East Asian economies has been widely accepted since the 80s, and in his analysis, he
recognises their contribution to the “economic miracle” of these countries. Moreover,
they have also been extensively applied even in high-income countries, strengthening the
credibility of the State playing a more active and direct role in economic development
(Ferrannini, Barbieri, Biggeri, & Di Tommaso, 2020). It is a discussion that gains further
significance when we consider episodes like the 18th National Congress, held from
November 8th and to 15th 2012 where multiple state representatives, including Hu Jintao
and Xi Jinping, tackled the idea of the necessity of a “change in the growth model” in the
Chinese system (Full Text: Constitution of Communist Party of China (Adopted on Nov.
14, 2012), 2012).

During a meeting of the International Institute for Human Development,
participants claimed that to increase interest in the topic of industrial policies, the
objective should probably be to look for “less problematic terminology”, to include a
more sustainable-oriented approach (Balifio, Bernasconi-Osterwalder, & Cosbey, 2019).
Aiginger and Rodrik (2020) have proposed “productive development policies”,
“structural transformation policies” or “innovation policies”. Nonetheless, denomination
aside, we believe that in a changing global environment where the topic of human
development is gaining increasing recognition and relevance, the tools of economic
development must embrace the ideas of sustainable development. The focus should no
longer be limited to bridging the gap, improving competitiveness, fixing market failures,
or impacting particular economic actors to improve their performance. Industrial policies
should have the ultimate goal of promoting change that can direct a nation — both
developed and developing — towards long-term goals of environment sustainability,
inclusiveness, and equality. To do so, we need a broader definition.

There are multiple examples of academics claiming that industrial policy
conception should broaden its horizons to support a more sustainable growth path. In their
report, Aghion, Boulanger, and Cohen (2022) claim that there are globally consequential
factors that justify a review of our notion of industrial policies: that government
intervention should promote clean production and innovation, given that there is a bias in

innovation towards already existing environmentally harmful technologies; that
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neoliberal policies have fostered a model where non-tradable sectors domain over
tradable ones, which instead promote sustainable growth and competitiveness; that China,
through industrial policies, was able to remedy previous economic failures. Therefore,
their proposal states that it should be redirected towards three main goals: direct
technological change towards green innovation, apply sector-specific policy and remedy
to lack of financial development, and keep in mind that sectoral policy is more efficient
if decentralised, if applied in specific sectors with equal terms, and if subsidies are less
concentrated.

A proposal that includes the elements stated is provided by Ferrannini, Barbieri,
Biggeri, and Di Tommaso (2020) in their paper “Industrial policy for sustainable human
development in the post-Covid-19 era”. As seen before, industrial policy was seen as a
method to address market failures, but there is now a growing recognition that it can serve
a broader role in achieving societal goals for long-term collective welfare. According to
the authors, the Covid-19 pandemic has accelerated this shift by highlighting the
importance of government intervention, to promote structural transformations and tackle
both economic and societal challenges, it is time for a fundamental change where
industrial policy fully incorporates the concept of sustainable human development,
considering environmental concerns, inclusiveness, equal opportunities, well-being, and
long-term societal prosperity. Industrial policy should be seen by governments and
experts as both a technical and political tool for intervention aimed at redesigning future
societies, guiding structural transformations, and balancing sustainability with
development. It should be a tool that both contributing productivity and competitiveness
enhancement and promotes social resilience. To summarise, according to the authors’
model, its defining elements are:

1. Being a tool for governing structural changes given systemic objectives
influencing development direction, enhancing the system’s overall ability to
evolve in the long run and maintaining a well-functioning and dynamic socio-
economic system.

2. Having a set of principles shaping objectives, targets, and tools: equity,
participation and empowerment, sustainability, and productivity.

3. Taking in consideration the existence of the society’s constitutive values, the
meaning of development and systemic interests, together with external global

influences.
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2.2 A different model of development

When observed alongside Western economic models — more based on liberal economic
thought — it may seem to the untrained eye that the Chinese economic model is
increasingly resembling a capitalist one. However, a closer analysis shows that the
Chinese government plays a clear and undoubtedly crucial role in its economy, which
fundamentally shapes the very definition of its system. Since the presidency of Deng
Xiaoping, the government has pursued a model of “socialism with Chinese
characteristics”, a political theory created and evolved through successive presidencies,
drawing from China’s last four presidents’ political thought — Deng Xiaoping Theory, the
Three Represents, the Scientific Outlook on Development, and Xi Jinping though —
combining elements of socialism with a market-oriented approach. The application of this
framework has multiple implications: the government exercises substantial control over
institutions that, in most capitalist countries, operate with more liberalised propositions,
such as banking, telecommunications, energy, financial markets etc. Concurrently, this
effort is accompanied by strong investments in infrastructure and technology, to steer
durable economic growth. While this involvement is both extensive and well-regulated,
it continues to raise concerns about what should be the extent of state dominance and its
possible impact on worldwide economic dynamics, especially in the major Western

economies.

2.2.3 40 years of achievements: China from 1980 to 2020
As stated by Huang (2010), the topic of the staggering achievements that China has
obtained in less than a century — and its possible future wavering — has generated
innumerable debates, covering different academic fields. To understand the criticisms that
have been and are still directed at the so-called Chinese model, we will first analyse its
accomplishments over the years.

In 1979 the Chinese government halted the policy that was imposed to retain
economic statistics and other information (Ishikawa, 1983). This decision permitted
foreign countries and agents to analyse the statistical data released by the CCP to track

the country’s economic growth and human development.
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Annual growth of GDP, 1980 to 2022

Annual percent change in gross domestic product, with near-term projections. This data is adjusted for inflation.
14%
12%
10%
8%
6%

4%

China

1980 1985 1990 1995 2000 2005 2010 2015 2022

Source: International Monetary Fund (2023) OurWorldIinData.org/economic-growth « CC BY

Figure 2 Annual Growth of GDP, 1980 to 2022 (Source: Our World in Data, 2022).

Figure 2 details the data on annual GDP growth from 1980 to 2023. Since the Opening-
up reform (24 %) introduced in 1978 by Deng Xiaoping, his political ideology — best

represented by his slogan “It doesn’t matter if the cat is black or white, as long as it
catches mice” (NE FENE 1, AEHE I E BUBLIE I 4) — focused on achieving the goal
of obtaining economic growth, no matter the method. His economic reforms — which
opened China to foreign trade and investment, introduced market mechanisms, spurred
urbanisation, created Special Economic Zones, etc. — took the name of “socialism with
Chinese characteristics, and they shaped China as we know it today. Growth in terms of
GDP was staggering: in 1984, it reached its highest point at 15.2% (Kobayashi, Baobo,
& Sano, 1999).

In the following forty years, while tackling some major economic and social crises
—such as the Asian Financial Crisis — the Chinese economy saw exceptional growth, with
an average annual GDP rate of 9.5%, compared to the global one of 2.9%. While the share
of primary and secondary industry’s value added in GDP fell, the tertiary industry went
from 24.6% to 51.6%. Its rate of foreign trade rose from $20.6 billion to $4.1 trillion, and

foreign direct investment grew until reaching almost $131 billion (China Daily, 2017).
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While in the last few years — also due to the COVID-19 pandemic — China’s
growth has slowed down, with the government recognising that the double-digit GDP
growth model was no longer sustainable, the prediction is that it will still become the

biggest world economy in the following years.

Trends in China's HDI 1990 - 2021
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Figure 3 Trends in China's HDI 1990 — 2021 (Source: Human Development Reports, 2022)

Regarding the concept of sustainable human development, Chinese GDP growth
rates have fluctuated during the decades, but its Historical Index of Human Development
(HIHD) rates — an index based on life expectancy, adult literacy, educational enrolment
rates and GDP per capita calculating the data that predates the conception of the HDI —
have seen a steady growth between the 60s and the 80s, reaching the score of 0.31 in 1990
(Our World in Data (OWD), n.d.). In the data published by the UNDP analysing the
period from 1990 to 2021, seen in Figure 2, we can see a constant increase in the HDI
index, with China reaching 0.786; while a great achievement, it still does not reach the
“Very High” >0.800 threshold, ranking it 79th worldwide.

Nevertheless, this rapid growth had some serious consequences. Between the 80s
and the 90s, there was a steep increase in inequality, defining the divides that would later
define the “five imbalances” included in the Chinese constitution. Some of these
inequalities have been tackled and have become stable or slowly decreasing (Hu &
Brueckner, 2023), but there are still pressing issues, like the high level of CO2 emissions
that is incompatible with the CCP’s goal of reaching its peak in emissions in 2030 and
carbon neutrality in 2060.

Different experts believe that these achievements lie in China’s use of industrial

policies, applied through its model of planned policymaking that has its origins in Mao
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Zedong’s thought and presidency, based on the division based on short-term, medium-

term, and long-term goals, and their most famous exemplification is the Five-Year Plan.

2.2.3 The China Model

Before analysing the connections between industrial policies and sustainable human
development in China, it is essential to consider the various interplaying relationships that
define the Chinese state as a unique case in the global environment and define the
elements that make it stand out compared to others.

According to research, the idiosyncratic nature of the Chinese development model
has its roots in this country's millennial culture. Cultural references are used to define the
political thoughts and policies applied by the CCP, to create a relationship between state,
culture and people that justifies and gives credence to the party’s power, which presents
itself as the “epitome of Chineseness”. It is a discourse that on the one hand allows the
party to deflect discussions regarding modern political ideologies (i.e., communism and
capitalism), on the other hand clearly states to Western countries that foreign imported
models will not succeed, because they cannot take root in the Chinese milieu (Smith,
2019).

After the global recession of 2007, numerous people started to question the
effectiveness of the Western capitalist approach (Hou, 2014). In this environment, China's
government model stands out as an exceptional hybrid, combining features of single-party
rule with market-driven economic strategies. Under this system with no opposition parties,
the Chinese Communist Party (CCP) maintains an unchallenged grasp on political power.
An authoritarian political structure that coexists with a market-driven economic system,
fostering rapid growth, this structure was defined as "socialism with Chinese
characteristics". This blend and synergy between seemingly contrasting elements allow
for limited capitalism within a controlled political environment. State-owned enterprises
coexist with private businesses, and China leverages its state apparatus to plan and guide
economic development. Given its policies it is complex to define it as a fully communist
state; thus, according to Geis and Holt (2009), the idea of socialism with Chinese
characteristics can be interpreted as “firmly held power by the elite party members without
the shackles of ideological definitions of Marxism and socialism” (p.78).

China has effectively reformed its economy over the past three decades using a

gradualistic approach called "crossing the river by touching the stones" (275 £13kiZ 1),
a slogan formulated in 1950 by Chen Yun, one of the leaders of the CCP. This method
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involves initiating small policy changes, usually in specific provinces, and gradually
adjusting them based on the economy's response. It is a process that can take several
months or even quarters, but it allows optimisation of policy through experimentation.
After discerning the policy’s results, if they are deemed positive, they are then applied on
a national level (Brunnermeier, Sockin, & Xiong, 2017).

While China's remarkable economic growth — thanks to its unique economic
model — has made it a formidable player on the world stage, it has also ignited contentious
discussions regarding issues such as political freedom and human rights. Some say that
the country's rapid economic growth has been accompanied by labour rights violations —
including inadequate workplace safety, long working hours, and restrictions on labour
unions. Critics argue that these policies prioritise economic development over workers'
rights and well-being, prompting ongoing debates about the balance between economic
progress and human rights in China's industrial landscape (Yu & Zhou, 2022). Others
claim that this model, while it has been successful for over thirty years, has been lately
compromised by the increasing complexity of the country’s economic model, which is
leading government agents to realise that they should cooperate with private players and
financial markets (Brunnermeier, Sockin, & Xiong, 2017).

According to Jain (2017), the existence of a single and uniform Chinese model is
still up for debate, due to different variables, like its fast-changing size and nature. It is
without doubt that, in the period encompassing the presidency of Deng Xiaoping until
now, the Chinese state has shown multiple significant changes, especially on the
economic side. Due to this uncertainty, it has been given multiple definitions, whose
origins may lie in either economic or political principles; some examples are the “market
authoritarian model”, “state capitalism”, and “communist-capitalist-Confucian system”.
The significance of this debate lies in the role that this country fulfils in the global
economic setting: the image of China as a developing country that obtained never before
success thanks to economic statism is influencing discussions on policies and business in
the academic field, and other developing countries, like India, are looking at China for a
model to emulate (Huang, 2010). China entering the G20, improving its foreign relations,
and becoming one of the most influential economic actors in the world has led to a clash

between two models: the Washington Consensus and the Beijing Consensus.

35



2.3.4 Washington vs Beijing: a new model of development?

The Washington Consensus is defined as “a set of economic policy recommendations for
developing countries, and Latin America in particular, that became popular during the
1980s” (Hurt, n.d.). Often summarised as a compendium of privatisation, marketisation,
and liberalisation, it is a theory proposing that to catch up, developing countries should
emulate Western countries’ models of growth (Hou, 2014). As explained by Williamson
(1990), who coined the term, it is based on a set of ten policy instruments promoted by
Washington-based institutions — the United States Department of the Treasury, the
International Monetary Fund, and the World Bank — as a standard of reform for
developing countries. The designation of these policies is based on different economic
elements — having objectives of growth, equitable income distribution, low inflation, and
balance of payments. It was developed by observing Latin American economies, to
understand the causes of their poor economic performance and find a more structured
plan of development to apply to the severe debt crisis. These economies, while they had
immense economic potential, were hindered by political and social problems that stilted
their possibilities of development — e.g., rampant corruption, and drug cartels.

The Washington Consensus has consistently been a subject of debate; this is partly
due to the absence of a shared understanding of its exact meaning, but also from
substantial disagreements regarding the benefits and outcomes of the recommended
policy measures. The origins of these disputes are easy to pinpoint: the Washington
Consensus is mainly based on neoliberal thought; its policies are described as prudent,
mainly promoting fiscal discipline, privatisation, market-oriented reforms, deregulation,
and trade liberalisation (Williamson, 1990). It is easily inferred then that this approach,
promoted by some of the most important institutions in the Western world, had the
objective of promoting a reduction of the government’s role in the economy since
development would be steered by free market forces and the private sector.

The idea gained ample following, yet its effects in the Latin American countries
where it has been promoted are abysmal. Governments, financial markets, and economic
analysts anticipated that the reforms would not only re-establish macroeconomic stability

but also stimulate growth. Instead, as proved by Goldfajn, Martinez, and Valdés (2021)

Latin American economic performance has been disappointing over the last 30 years,
both compared with other regions and emerging economies and relative to expectations

at the beginning of the 1990s. [...] Growth performance improved relative to the lost
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decade of the 1980s, but forecasts and targets made over the years, including by the

IMF, show substantial economic underperformance. (p. 127)

Even Williamson (2002), in a speech held at the Center for Strategic &
International Studies Washington, had to admit that the countries that a decade before had
implemented his proposal had disappointing results, “to say the least” — although he
blames this failure in crises, the incompleteness of the reforms, and that the Washington
Consensus’ objectives were limited in scope. Several criticisms have been advanced
against this model, some even before its implementation. Some claim that the policies
proposed by it require a gradual model of implementation, especially regarding
privatisation, since a rapid and simultaneous execution could lead to the rise of
underground economy and corruption; others instead that it disregarded important areas
of public concern that need to be addressed to obtain a more comprehensive and
sustainable development (Rosser & Rosser, 2001; Goldfajn, Martinez, & Valdés, 2021).
Furthermore, the topic of governments’ role and privatisation remain highly controversial,
even after decades of debates.

As seen before, the Washington Consensus model was developed by observing
the emerging economies of Latin America during the 90s; meanwhile, China and the Four
Asian Tigers were growing and sharpening their teeth, amassing incredible rates of
growth in a period spanning just forty years, starting from the 50s. Both world regions
were constituted by emerging and still developing economies, but while one achieved
staggering success, the other stagnated, showing only minimal rates of improvement.
Where does the reason for this difference lie? According to Joshua Cooper Ramo (2004),
the answer is in the Beijing Consensus, a term he coined in opposition to Williamson’s.
He observed that China’s development had opposed every single Washington Consensus
proposition, by employing state-led economic and social policies, as well as by
committing to innovation and experimentation as the basis for its development. While in
the 80s China followed the model of the Washington Consensus — stimulating private
entrepreneurship, financial reforms, and political opening — in the 90s it shifted its aims,
focusing on self-determination by employing policies based on financial support to the
state, restrictions on the private sector while supporting State Owned Enterprises (SOEs),
and higher political and financial control. In his research, Huang (2010) claims that during
this period China, after reversing many of the programmes applied during the 80s, had

proposed industrial and policy innovations that could influence the world’s developing
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countries in the normative field. He makes another interesting point by criticising the idea
of measuring the validity of a model of growth by using only the GDP metric, which
conceals a slower rate of growth in personal income and consumption that had been
higher during the 80s when China utilised more liberal reforms. Nonetheless, the Beijing
Consensus model still presented a challenge to the prevailing law and development
paradigm.

For decades, the economic growth model exemplified by the Washington
Consensus, rooted in neoliberal ideology and a market-driven economy, was regarded as
the sole and most superior development model; one has to just recall Margaret Thatcher's
slogan “There is no alternative”. As stated by Rosser and Rosser (2001), “The centrally
planned economies were viewed as having too much equality and not offering sufficient
incentives for growth opportunities.” Thus, the controlling state that stunted the market
forces and the private-sector innovation was seen as a force that could only be halted by
neoliberalism. However, as claimed by Chang and Grabel (2004), the idea that “there is
no alternative to neoliberal economic policies in developing countries is fundamentally

and dangerously incorrect” (p. 274). As stated by Liu (2018):

[...] The Beijing Consensus should not be understood as an “anti-model” (Kroncke) of
the Washington Consensus. Rather, it represents an anti-modelized way of thinking and
questions whether we can find a “model” in the real world. It cautions against any
“model” in national development, there are no universally applicable solutions for

reforming a country and no single standard evaluating economic success. (p. 377)

In conclusion, in the increasingly complex global economic environment,
claiming to find a model of growth that is superior to others and has no room for
improvement is too high of a pretence to have, and here lies the importance of fostering

the academic debate on analysing alternative patterns of development.

2.4 The focus on Sustainable Growth in Chinese politics

As we have seen, the government plays a pivotal role in Chinese economics.
Therefore, to understand the role that industrial policies played in its development, we
will analyse the main political thoughts of two of the PRC presidents, who have governed

during the last two decades: Hu Jintao (i ###) and Xi Jinping (~J T 7). We believe that

their line of thinking has greatly influenced both the Chinese and global conception of
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what development is and how it should be achieved, leaving a mark on local governments’

agents, who then proceed to include their line of thinking in their industrial policies.

2.4.1 Hu Jintao: a new path for development

Hu Jintao’s election as the 6th president of the People’s Republic of China (PRC) in 2002
was a major turning point in the history of the country on multiple fronts. Born December
21, 1942, in Taizhou, Jiangsu Province, he is a crucial figure in Chinese politics, having
served as the paramount leader of the PRC from 2002 until 2012. A politician with a
background in hydraulic engineering, his early career saw him in key positions in various
provinces, where he was recognized as a competent and methodical leader. He obtained
the presidency of the PRC during a delicate period: he succeeded Jiang Zemin, a popular
leader who is considered as the architect who was able to lay down the framework that
led to higher growth rates; leaving a difficult legacy to surpass (Shih, 2022).

Even more difficult for the new president was figuring out how to face and
recognize the legacy left by Deng Xiaoping, and how to distance himself from its most
controversial points while not rejecting it entirely. Deng’s guidance shaped China as we
know it today, due to the economic reforms carried out between the 70s and the 90s: his
p'90scy of “Reform and Opening Up” created the grounds for loosening government
control over market forces, and it encouraged both private enterprise and foreign direct
investment. A critical change of course that, while it led China to unprecedented levels of
economic growth, reaching the objective of becoming one of the main key actors in the
global economic environment, it also led this nation towards creating an enormous divide
between rural and coastal regions, and profound social disparities. Hu Jintao understood
that this model could not be sustainable for much longer, lest it could cause — besides
economic collapse — the complete disillusionment of Chinese citizens, leading them to
lose faith in the government's power and potentially sparking social unrest. The first
indication of this change of direction came during the APEC CEO Summit of October

2003, where Hu Jintao underlined the importance of development:

through science and education and through the strategy of coordinated development of
different regions to improve the quality and efficiency of eco-development. [...] develop
public health, education and culture, to develop a social security system, to promote
social justice while simultaneously acknowledging mounting pressure on

unemployment and social security. (Jain, 2017, p. 74)
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The focus was officially shifted: while economic growth was still at the forefront
of the government’s objectives, Hu had highlighted the necessity of steering it in a

direction that included the preservation of the elements at the core of a socialist state.

2.4.1.2 The Goal of Harmonious Society

The first point of clear detachment from Deng Xiaoping’s legacy came during the 16th
National Congress, where Hu Jintao’s report underlined the question of the constant
struggles present in China’s path of development regarding social equity and
environmental sustainability (Mohanty, 2012). Shortly after, Hu presented his new

outlook on development, called “Harmonious Society” (Fli#ijit 2), which would be

interconnected to another concept of his ideation, the “Scientific Outlook on Development”
(Bl2= & ). Both concepts were then included in the government’s 11th Five-Year

Plan in 2005, and in the CCP constitution in 2007. While a “Harmonious Society” was
the goal of the Hu administration, the Scientific Outlook on Development was the tool
through which it could be built. This tool would make it possible, while still keeping
economic growth as a main objective, to follow a strategy of development more
comprehensive, balanced, and sustainable over the long term, at the same time ensuring
that the results of this growth would be equally shared among all society’s participants
(Chan, 2010).

During a speech for a seminar aimed at the party’s major leading cadres, held on
the 19th of February 2005, he further delineated this new socio-political concept, claiming
that comprehensively grasping the construction of a harmonious socialist society is a
basic task of building socialism with Chinese characteristics. Proof of that is the
philosophical basis of this approach, where Marxism thought is combined with the
concept of “harmony” delineated in Confucius’ work and the Book of Rites, both defining
staples of Chinese philosophy (ZZW, 2005).

As previously stated, Hu could not explicitly disown Deng Xiaoping’s
contributions, no matter the scope of their negative consequences, due to the political
status that he had obtained, elevating him to one of the founding figures in Chinese history
alongside Mao Zedong. Therefore, in the same speech Hu Jintao claims that to reach this
fabled harmonious society, it is necessary to follow Deng Xiaoping’s Three Represents,
together with the adherence to a socialist system, and the road of socialism with Chinese
characteristics. He also claims that to achieve this goal, they should focus on the following

ten aspects:
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1. Effectively maintaining sustained, rapid, coordinated, and healthy economic
development

Effectively developing socialist democracy

Effectively implementing the basic strategy of ruling the country according to law
Effectively strengthening the construction of ideology and morality

Effectively safeguarding and realising social fairness and justice

Effectively enhancing the creative vitality of society as a whole

Effectively strengthening social construction and management

Effectively handling internal contradictions among the people in the new situation

o % =N kWD

Effectively strengthening ecological environment construction and governance
10. Effectively doing a good job in maintaining social stability (ibidem, 2005).

From these ten aspects, it is clear what the goal of Hu’s path is: changing the
government’s approach to growth, reorienting it instead towards social equity and
environmental stability, according to the Scientific Outlook principle (Mohanty, 2012).
This goal shift was also accompanied by other formulations that give a clearer insight into
its implications: “putting people first”, “handling five imbalances (economic and social
development, rural and urban, inland and coastal, economy and ecology, and domestic
and international sectors)”, “building a harmonious society”, “harmonious world” and
“beautiful country” all reflect different areas of application of this different model. For
example, “putting people first” consecrates the idea of abandoning the concept of GDP
as the sole indicator of growth, and the need to focus on other aspects of development

(ibidem, 2012; Chan, 2010).

2.4.1.2 Legacy and Outcomes

Hu Jintao proposed a new method of development aimed at challenging the deep-running
problems of Chinese society, one that focused on the citizens’ hindrances and disparities.
It made it possible for the country to create a new path able to reach new economic goals
while also considering its sustainability, to give the possibility of a better future. He is
acknowledged for his role in being the president that spurred China into becoming the
second-largest economy worldwide, cementing its status as a rising global power
(FlorCruz, 2012). During his governance, the CCP also increasingly emphasized
industrial policy in its government agenda. This focus on industrial policy was boosted
by the Global Financial Crisis (GFC) in 2008, which prompted China to implement a

substantial domestic stimulus, which gave central and local governments the resources to
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actively pursue industrial policy measures. State-owned banks and enterprises were
instrumental in executing these policies (Hofman, 2018).

Despite its role as the first president to introduce sustainable and equitable
development to the Chinese constitution, several controversies have arisen. While the
CCP claimed his presidency to be a “glorious decade”, respected scholars and the
population — through the powerful medium of online forums — instead assigned it the title
of “lost decade” (Mohanty, 2012). Some research (Hui & Chan, 2011) even claim that
this social and political model was not acted upon, instead used as a hegemonic project
aimed at culling growing unrest, to obtain popular approval towards the fast-changing
economic model, especially from the labour class. In his article, FlorCruz (2012) recaps
the ten years of Hu’s governance, with critics claiming that the inequality gap was still
too considerable, with people becoming poorer. The widening gap was accompanied by
rising corruption due to a lack of pluralism, transparency, and accountability, and a
crackdown on political opposition based on censorship, the use of police and military,
and imprisonment.

Nonetheless, he had obtained a certain degree of respect among Chinese citizens,
thanks to his social security initiatives. His social policies focused on what were
considered the most crucial aspects to be confronted to substantially improve people’s
quality of life: he promoted the expansion of the health insurance system, getting close to
covering virtually the whole population; introduced an allowance to the urban
unemployed and to all those below the poverty line (which was, in turn, raised); adopt
measures to support migrant labourers in major cities; promoted the construction of low-
cost housing (Mohanty, 2012).

In his report made during the 18th Congress, Hu Jintao recognised the successes
achieved by China throughout his ten years of presidency. He recalled the great
achievements that the nation had obtained during his mandate, with a special remark on
the importance of following the path for growth paved by his Scientific Look on

Development. Nonetheless, he also acknowledged the obstacles yet to be overcome:

We must be keenly aware that there is still much room for improvement in our work
and there are a lot of difficulties and problems on our road ahead. They include the
following: Unbalanced, uncoordinated and unsustainable development remains a big
problem. The capacity for scientific and technological innovation is weak. The

industrial structure is unbalanced. Agricultural infrastructure remains weak. Resource
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and environmental constraints have become more serious. Many systemic barriers
stand in the way of promoting development scientifically. The tasks of deepening reform
opening up and changing the growth model remain arduous. The development gap
between urban and rural areas and between regions is still large, and so are income
disparities. Social problems have increased markedly. There are many problems
affecting people's immediate interests in education, employment, social security,
healthcare, housing, the ecological environment, food and drug safety, workplace
safety, public security, law enforcement, administration of justice, etc. Some people
still lead hard lives. There is a lack of ethics and integrity in some fields of endeavour.

(Central Committee of the CCP, 2012)

The crucial task of facing these hindrances and finding a new structure for the

nation’s development was passed to the succeeding leader, Xi Jinping.

2.4.2 Xi Jinping: achieving the Chinese Dream

Born in 1953, Xi Jinping is the son of Xi Zhongzxun, who served as Mao’s
minister of propaganda and education, and later as vice president and secretary general of
the State Council under Zhou Enlai. However, in 1962 he was purged, and Xi became
one of the “sent-down youth” (%1117 %), coerced into working in Shaanxi as an
agricultural labourer from 1969 to 1975. After Mao’s death his father was rehabilitated,
becoming party secretary in Guangdong; during said period, after obtaining a degree in
chemical engineering in 1979, he began his ascent in the political environment (Yuan,
2012). He was appointed on the 15th of November of 2012, and, after the National’s

People Congress removed the term limit in 2018, his regime is still ongoing.

2.4.2.1 The Chinese Dream and the objective of a Moderately Harmonious Society

On November 29th, 2012, just a few days after his election, Xi Jinping mentioned for the
first time the concept of the Chinese Dream (7 [E £5), referring to it as a goal that had the
objective of “rejuvenating the Chinese nation” (Liu, 2017). Since then, it has sparked
numerous debates and interpretations, with Xi Jinping placing the realisation of this
project at the forefront of his administration. This ambitious dream encompasses multiple
targets: the Chinese Dream represents a modern power that is prosperous, strong,
democratic, civilised, harmonious, and beautiful. During the 18th National Congress,

these targets demonstrated the CCP's commitment to achieving simultaneous progress in
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political, economic, social, cultural, and ecological development. Mainly, it showcased
the CCP’s objective of elevating the ecological dimension to the same level of importance
as the others, an idea that was already proposed by Hu Jintao in 2003 but that became
effective only after Xi Jinping’s election. This is especially important since it
demonstrates that Xi had accepted Hu Jintao’s “five imbalances” heritage; however,
according to the former, these goals could be obtained only by both asserting the
government’s prominent role and supporting the private sector (Mohanty, 2012).

As stated by Mohanty (2013) in his research, the editorial Qiushi (3K 5£) claims

that there are eight tasks as the basis of the Chinese Dream, which were announced during
the 18th Party Congress: maintaining the dominant role of the people, promoting the
liberation and development of productive forces in society, advancing ongoing reform
with the intention of opening up to foreign markets and investments, progressing towards
common prosperity, fostering social harmony, pursuing peaceful development, and
upholding the Party's leadership. These tasks are crucial in understanding the political
thought behind the Party’s governance; for example, the focus on people’s prosperity
indicates the idea that macro development should not have priority over micro
development, while the concept of social harmony refers to the increasing problem of
social unrest and opposition. Another major change that was brought through this new

political ideology is the idea of “rich people and a strong nation” (& K3 [E). In a

communist country like China, the concept of richness is clearly controversial; however,
Xi specified that much like being democratic did not mean following the Western model,
being rich would have to be supplementary followed by being sustainable (ibid. 2013).
Summarising his political thought, during the G-20 Summit held in September
2016, Xi stated that "Development is for the people; it should be pursued by the people
and its outcomes should be shared by the people. This is what China ‘s reform, opening-
up and socialist modernization drive are all about" (Jain, 2017, p. 76). Xi understood the
importance of assuring the Chinese citizens of the CCP’s commitment to inclusive growth,
which resulted in the release of a white paper — government documents issued by the State
Council that provide comprehensive policy statements. In this communication, the
government emphasises the continued undertaking of socialism with Chinese
characteristics, that equitable redistribution of resources would be facilitated, and that to
achieve socially and environmentally sustainable development the Chinese society would

have to accept a “new normal” of medium pace economic growth (ibid., 2017).
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Another important object of Xi Jinping’s regime is the focus on the Moderately
Prosperous Society (/) Héjil: 7). While the terms may be similar, there is a clear
difference between Hu’s Harmonious Society, a term that encompassed all the elements
that defined his governance goals and directions, and Xi Jinping’s Moderately Prosperous
Society. During the 19th Party Congress held on 18 October 2017 — through which the
CCP consecrated Xi Jinping’s thought in the party’s constitution — Xi mentioned the
concept of “Moderately Prosperous Society” and stated the government’s objectives of
“rejuvenating the Chinese nation, [...] focused on the party’s tasks of solving people’s
day-to-day problems of providing adequate employment, education and health and
stressed the need to fight corruption” (Mohanty, 2012, p. 12). This idea represents one of
the four pillars for reaching the objective of a new era of socialism with Chinese
characteristics: it was first introduced by Deng Xiaoping during the 70s, as a goal of his
Four Modernisations (Smith, 2019). Unlike his predecessors, Xi decided to explicitly
state his focus on one of Deng’s centenary goals, which was still to be obtained. The
CCP's goal is to achieve a "decisive victory in establishing a moderately prosperous
society" by 2020 and to transform China into a "great modern socialist nation
characterised by prosperity, strength, democracy, cultural advancement, harmony, and
beauty" by 2050. Furthermore, Xi’s contribution to these objectives was to add an
intermediate goal, planned for 2035, which contemplates the “basic realisation of socialist
modernisation”. His goal was to break the centenary goals into two parts, to create a work
plan more concrete and attainable (Holbig, Mittelstaedt, Sautin, & Stanzel, 2017; Li,
2022).

Together with the Chinese Dream, we can see that Xi had formulated a clear path
of development for the nation, one that comprehended not only economic growth — still
one of the main objectives, even if at a slower pace compared to the previous decades —
but also a focus on people’s social and economic wellbeing, their need for participation,
education, and environment protection. This intent is also exemplified by his proposal for

a new principal contradiction (the ¥ %% )i, a contradiction that characterises each

period of social development according to the sinicised interpretation of Marxism thought,
which in the history of the CCP has been changed only four times) that has its basis
“between unbalanced and inadequate development and the people’s ever-growing needs
for a better life”. The “backward social production”, aka economic growth, was no longer

the solution. To solve this contradiction the party would have to employ its forces in
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coordinating “well-rounded human development and all-around social progress” (Holbig,

Mittelstaedt, Sautin, & Stanzel, 2017, p. 4).

2.4.2.2 Legacy and Outcomes

On July 1st, 2021, Xi Jinping announced that China had achieved one of its centenary
goals: achieving a moderately prosperous society. He claimed that “/...] we have brought
about a historic resolution to the problem of absolute poverty in China, and we are now
marching in confident strides toward the second centenary goal of building China into a
great modern socialist country in all respects" (Wenrui, 2021, p. 3-5).

In ten years of governance, Xi’s China boasted great achievements: the average
disposable income per urban household grew by 66% from 2013, migrant workers’
average earnings have increased, infrastructures have both improved and increased,
corruption clampdown led to the investigation of over 4 million cases, and in 2020 Xi
Jinping pledged to aim for carbon neutrality in 2060, with peak emissions by maximum
2030 (Agence France-Presse, 2022). Furthermore, contributing to almost three-quarters
of the global reduction in extreme poverty worldwide, the country’s number of people in
extreme poverty fell to almost 800 million, while those in poor conditions fell close to
770 million (World Bank, 2022). The nineteenth National Congress and President Xi's
report has affirmed policy directions emphasizing market-based allocation, the
significance of public ownership, and a strong commitment to industrial policy and
science and technology to achieve China's goals for the "first phase of the new era" (2020—
35), which is focused on socialist modernization (Hofman, 2018).

Nonetheless, Xi Jinping’s government still has some crucial issues that remain to
be addressed. His programs clearly show a focus on inspiring nationalist sentiments in
the Chinese population. The achievement of a great socialist goal — eradicating poverty
and improving the citizens’ conditions — and of a dream that represents the ultimate goal
of a once glorious, thwarted nation, a populace that rises from its ashes through the pursuit
of a new model of growth, this will inevitably raise the patriotism of its citizens. The
reasons for this are quite clear: the “democracy with Chinese characteristics” is not
enough to cope with the people’s rising democratic consciousness, which consequently
causes a rise in protests among the population (Mohanty, 2013). Furthermore, the CCP
has taken advantage of the rule of law to both maintain social stability and control rising
dissent. As stated by Nesossi, Rosenzweig, Smith, and Trevaskes (2017) “It has equally

Justified anti-corruption campaigns targeting party officials, and the repression of civil

46



society and human rights activism. Although their activities remained well within the
legal or constitutional rights of Chinese citizens, lawyers, labour activists, and people
working for NGOs became key targets of repression” (p. 99). The State’s authoritarian
face is clearly at odds with the main idea of common and shared prosperity at the basis of
the Chinese Dream, excluding persecuted dissidents and minorities from this goal.

While Xi’s goals included reducing corruption, through massive campaigns
targeting both “tigers and flies”, the project still lacks institutional reforms that promote
transparency, resulting in rampant collusion between political officials and private
entrepreneurs (Jain, 2017). Furthermore, there are multiple accusations claiming that the
CCP uses the objective of decreasing corruption rates to silence political opponents (Yuan,
2022).

On the topic of international relations, there are mounting concerns over Xi’s new
economic global order idea. In the 2019 policy white paper “China and World in the New
Era”, the government clearly stated its objective to lead the global governance system in
its development and reforms, an unequivocal change from Deng’s idea of China as a calm
external observer. Furthermore, while the Party Constitution rejects any form of
hegemony, the Chinese Dream ideology clearly implies some form of international
hegemonism to be pursued to restore China’s image as a “great country” (Li, 2022). One
example of the tools used to assert its international dominance is massive investment

programs like the “One Belt, One Road” (—7—%) that hide China’s economic and

geopolitical agenda (Perlez & Bradsher, 2017).

Conclusions
To conduct an analysis that focuses on the relations between government intervention
through policies and sustainable human development in Guangdong, in this chapter we
first analysed and discussed some of the main debates that are still unresolved regarding
government action: what should be the scope of its intervention, if its involvement is
inevitably adverse to economic growth, and how one of its main tools of intervention —
industrial policy — can be redefined to promote sustainable growth.

Afterwards, we have briefly analysed the history of Chinese economic growth in
the last four decades, and how this staggering growth placed China as a possible political
and economic model to be replicated in both developing and developed countries. In this

context we further presented the debate between the Chinese and Western model of
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development that had major ramifications in the global economic environment
relationships, proving the existence of an alternative to neoliberal economics.

Lastly, due to the pivotal role played by the government in Chinese economics,
we presented the main political thought of China’s last two presidents, Hu Jintao and Xi
Jinping, to demonstrate that the Chinese Communist Party, in the last two decades, has
shifted its goals for the future development of the country to steer it towards a more
sustainable and equitable path.

Retracing the history of government debates provides us proof that an alternative
structure of political intervention is possible. While neoliberal forces have dominated the
economic field in both academics and politics for the better part of this last century, there
is now mounting evidence that the model it proposes is not the only one viable and,
therefore, preferable; on the contrary, it fortifies the requirement of studying and
proposing alternative models that do not overlook the importance of both human
development and environmental protection. In this context, analysing China can offer
multiple prompts of analysis, due to its economic and political model that, while it has
certain mutual points with the Western models, reflects structures and tools that are
unprecedented.

In the following chapter, through the application of the Sustainable Development
Index, we will analyse the effects of industrial policies applied in the Guangdong region
during the governments led by Hu Jintao and Xi Jinping in three different periods: 2000,
2010 and 2019. The obtained data will then be used to analyse the relationship between
industrial policies and sustainable human development, to observe if there are any

potential links between the two.
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Chapter 3: Guangdong and the concept of Sustainable Development

3.1 Guangdong Province

Guangdong is a region based in the southern part of China, one of the most important
provinces in the nation due to its history, demographic count, and economic role. A
mainland province with one of the longest coastal extents, it was one of the first
established trading ports in China, making it the starting point of the “maritime Silk Road”.
Having had the greatest and swiftest GDP growth of all 31 regions, it is recognised as the
“economic powerhouse” of the country. It houses the Pearl River Delta (PRD) economic
zone, one of the most dynamic and economically vital regions, and the Special Economic
Zones (SEZs) of Shenzhen, Shantou, Zhuhai, Guangzhou, and Zhejiang. Its economy is
based on manufacturing, with a focus on next-generation electronic information, housing
some of the top electronic manufacturing hubs, such as Foxconn, Tencent, Huawei and
ZTE (Eye on Asia, 2023). More recently, it has become part of the Guangdong-Hong
Kong-Macao Greater Bay Area (“&## KiZ[X, abbreviated in GBA), a government
project whose aim is connecting eleven of the Guangdong communalities with the Special
Regions of Hong Kong and Macao; the goal is to create an economic and business hub
that, according to the goals of Made in China 2025 and China Standard 2035, should be
able to become one of the top economic entities worldwide (Ballesteros, 2022). Its growth
in terms of data is without precedents: in 1978 its per capita GDP was 313 yuan; in 2010
it amounted to 43,600 yuan, and in 2022 it peaked at 101,905 yuan (Chen, 2018; Statista,
2023). According to the data collected by the Institute for Management Resource (2023),
Guangdong’s HDI grew from 0.539 in 1990 to 0.799 in 2021, making it one of the regions

with the highest human development index in the country.

3.1.1 The first of its kind: the Special Economic Zones

Guangdong played a crucial role in the Chinese economic transition that began in 1978.
It is a region that experienced an economic miracle of its own: while its annual economic
growth rate from 1952 to 1978 was 3.1% — 0.8% points below the national average —
during the period between 1980 and 2013 it reached the record rate of 18.5%, becoming
the fastest and highest growing province (Cheng, 2018). The reason for this record speed
growth — besides from its comparative advantage of natural resources, landmass, and
favourable position — lies in its special administration, based on its inclusion of multiple

Special Economic Zones.
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Special Economic Zones, according to the World Bank (2017), are defined as
“designated geographical spaces where special policies and measures support specific
economic functions [...] includ[ing] free-trade areas, industry parks, technical innovation
parks and bonded zones that facilitate experimentation and innovation over a wide range
of industries” (p. 1). They were first implemented in 1980, after Deng Xiaoping and the
rest of the central government decided to put into practice flexible measures and special
policies, starting from the provinces of Guangdong and Fujian; for example, contrary to
the rest of the country, these zones were open to FDI and free trade with other countries
(Fang, 1994). This decision brought some perplexity to global academics and politicians,
who regarded this move as a first step in China’s path to becoming a capitalist country.
However, the SEZs are organically integrated in the path towards a socialist society: they
lie in the scope of the CCP approach to consider development as a process, established in
extended planning and gradual experimental implementation. The process of gradual
experimentation allowed the government to avoid political resistance and use a pragmatic
approach, this allowed it to gather data on the outcomes, develop the administrative
procedure required for an effective implementation, and test accompanying policies
necessary to support the reforms (Biggeri, 2003; Hofman, 2018). As stated by Yang
(2021), the approach to reaching these missions, as written on the principles drafted in
the Constitution of the PRC, is based on Mao Zedong’s concepts of principle and
flexibility. The former implies the implementation through democracy and socialism,
while the latter implies that the overarching objective of reaching a socialist society would
be accomplished gradually, through struggle, study, and tenacious work.

We can see that this reform strategy worked: as already stated Guangdong showed
incredible results, and the model of the Special Economic Zones was extended to several
other areas and cities, to stimulate and secure regional development, contributing
significantly to the country’s growth. Recently, SEZs contributed to 22% of the total GDP,
60% of exports, and 45% of total national FDI (World Bank, 2017a).

According to the World Bank (2017b), SEZs are a crucial part of the Chinese
economy; for example, they contributed 55.2% to the overall technological development
of agriculture. Nonetheless, to be successful, the World Bank recognises that they should
be based on different features: most interestingly, they underline the importance of a
“strong vision and commitment from political and managerial positions”, “experimental
approach, building on success”, “technology learning, innovation and upgrading”,

“pragmatism, flexibility, autonomy and efficiency of local government/zone
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management.” In a separate report, they stress these elements, claiming that the success
of Chinese Special Economic Zones (SEZs) can be attributed to a bottom-up problem-
solving strategy complemented by government backing. These zones foster local
innovation by facilitating learning, integrating innovation and production, and facilitating
collaboration among industry, government, and research institutions, thereby offering
resources and expertise to advance value chains. SEZs can enhance their effectiveness by
aligning with changing conditions, to motivate innovation, and for this purpose, they need
comprehensive strategic planning based on transparent and targeted policies, industry and
market strategies that can facilitate industrial upgrading and market expansion, along with

investments in infrastructures (World Bank, 2017a).

3.1.2 From Pearl River Delta to Greater Bay Area

13

Guangdong is recognised as the “world factory”, being one of the most industrially
developed Chinese regions, located in the PRD zone where resources, capital, technology,
and information are concentrated (Cheng, 2018). With the opening of the SEZ, it based
its capital attraction and development on resource-intensive, low-value-added and export-
led manufacturing. In this context, different types of ownerships gradually evolved, e.g.,
SOE:s, collective enterprises, private enterprises, and foreign-invested enterprises; all of
them were export-oriented and depended on the international market, while the domestic
one only developed at a later stage and on a supplementary basis (Cheng, 2018). However,
over the years, its growth was hampered by rising prices in land and labour, in addition
to stringent policies and regulations safeguarding the environment. This led to a multitude
of important challenges: resource depletion, economic disparities, environmental
degradation, overproduction and inefficient connections with both Macao and Hong
Kong (Li, Ng, Tang, & Fung, 2021).

Being one of the economic powerhouses of the country, while China has taken
steps toward sustainable development — e.g., investing in green industries and launching
initiatives like "Made in China 2025," — it requires a new spatial strategy to address the
Fourth Industrial Revolution, reduce resource consumption, combat poverty, and foster
emerging sectors like artificial intelligence and smart manufacturing. In this context, the
Greater Bay Area (GBA) takes on a crucial role: announced in 2018 by the Xi Jinping
administration, according to the goals of sustainable development outlined in the Chinese
constitution and in the latest Five-Year Plan — the 14" — the area will be developed and

governed with a mission to promote environmentally friendly, technologically advanced,
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energy-efficient, and low-carbon production methods. The focus is on reshaping the GBA
in order to create a competitor for Silicon Valley and the Tokyo Bay Area, focusing on
innovation, high-tech and high-quality production to create “science and technology
innovation centres”. The goals indicated in the project are multiple, including enhancing
infrastructure connectivity and quality of life, building a commercial and industrial
system that is globally competitive, ensuring environmental protection and energy
security, and supporting the “Belt and Road Initiative”; in addition, each city would play
a role in specific sectors of trade and production, with “long-term development directions
for each [...] help[ing] their division of labour and help them to complement each other”
(Ho, 2020; Cheung & Huifeng, 2019, p. 7).

Nonetheless, the Pearl River Delta (PRD) region is facing significant development
challenges, including environmental degradation, resource depletion, economic
disparities, overproduction, market limitations, and inefficient connections with Hong
Kong and Macao. While China has taken steps toward sustainable development, such as
investing in green industries and launching initiatives like "Made in China 2025," it
requires a new spatial strategy to address the Fourth Industrial Revolution, reduce
resource consumption, combat poverty, and foster emerging sectors like artificial
intelligence and smart manufacturing. In this context, the Greater Bay Area (GBA) takes
on a crucial role, with a mission to promote environmentally friendly, technologically
advanced, energy-efficient, and low-carbon production methods.

These elements all underline the distinctive economic nature of Guangdong,
compared to the other equally developed Chinese provinces. An innovation hub that is
facing the challenge of the Fourth Industrial Revolution, the Guangdong province will be
the focus of this thesis. The Sustainable Development Index data will be analysed and
confronted with the policies that have been applied in this region during the periods

governed by the CCP leaders Hu Jintao and Xi Jinping.

3.1.3 Government and province

As we have seen from the implementation and governance of Special Economic Zones,
the government plays a pivotal role in setting long-term goals and implementing policies
that can help achieve them. China is based on a “party-state system”, meaning that the
relationship between government and administration is deeply intertwined: the
government is the administrative arm of the CCP, regulating a partnership based on a top-

down hierarchy; the top leaders of the CCP, therefore, have the task of providing guidance
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and directives to the government at various levels. It’s a relationship that has the goal of
ensuring stability, centralised control, and alignment with the Party’s long-term goals. To
realise these aims, policies are strategically employed as the means to facilitate the
realisation of the Party's vision, and to solidify its commitment to sustained governance
and stability.

The government, both central and local, is at the centre of SEZs’ development by
supplying policies — e.g., tax incentives, regulatory procedures, trade liberalisation
measures, and infrastructure development plans — that administer these zones. As
explained by Ramay and Babur (2020), while the CCP primarily focuses on setting policy
priorities and maintaining cadre management based on a value system, the state ensures
the internal legitimacy of its organs by implementing state policies. The governance
system, between 1978 and 2020, was further decentralised, to not accumulate power in
the hands of a few and to protect the rights and interests of the Chinese community; a
governance style that, according to Deng Xiaoping, was more appropriate for obtaining
the goals of social and economic development. The CCP’s organisational structure is
replicated on a smaller scale in the municipal and county levels, while in the township
level, it is present as a party branch that has core decision-making functions. Throughout
the years, decentralisation has become a potent tool for progress within China's
framework. Local governments gained increasing authority over fiscal resources and
investment approvals, they were encouraged to experiment through reforms, with
successful ones becoming national policy applied throughout the country. The
decentralisation strategy turned China into a reform laboratory, with the fiscal system and
the political structure within the CCP playing key roles in joining subnational government
incentives with the central government (Hofman, 2018).

The Guangdong province is located in a context where the decentralisation of
institutional arrangements encourages competition among local governments. They
compete to attract investments, capital, labour, and other resources to support regional
development. This competition is often centred around attracting FDI, seen as beneficial
because it can lead to technology spillover and positively impact a host country's
innovation efficiency (Deng, Zhang, Ahmad, & Draz, 2019); this is particularly pivotal
in a region like Guangdong, mainly composed by SEZs, where FDI constitutes one of the
main sources of capital. The relationship between central and local governments has
continually shaped how environmental policies are implemented. In China, the

responsibility for creating and enforcing environmental regulations has traditionally
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rested with various levels of government, and non-governmental entities in China
typically rely on government authority to make an impact on addressing environmental
issues. Moreover, local governments play a crucial role in addressing environmental
challenges at the local level by aligning their actions with the directives of national and
provincial governments, and in using different tools — mainly macroeconomic measures
and economy-wide rules; sector-specific rules, standards, and regulations; restrictions on

FDI - to reinforce these actions (Yang, Xue, & Huang, 2020; Jain, 2017).
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Figure 4 Local government structure of Peoples Republic of China (PRC) (Source: Ramay, Babur, 2020,
p.5).

The government infrastructure plays an especially crucial role in Guangdong, because of
its extensive planning and its role during the 2008-2009 financial crisis: due to a more
substantial impact compared to other provinces, the provincial authorities deemed it
critical to engage in economic transformation and reforms. The dynamic interplay
between the different levels of administration made it possible, for the local government,
to assume a central role in the province development process, using the pioneering role
granted by the central government to engage in innovations and new initiatives.
Furthermore, the local government took charge of the development process, actively
transforming the economic role of the government by combining government guidance
and market functions, a combination that led to attracting external investments and
innovative projects (Cheng, 2018). For instance, the Guangdong province retained most

of its revenues, incentivizing local officials to pursue growth and promote a market
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economy. Local government officials played instead an entrepreneurial role,
compensating for the lack of formal market institutions, and aligning investors' interests
with local officials' (Hofman, 2018). As for the environmental governance, it operates

through a system comprising both horizontal and vertical elements, called tiao-kuai (3¢
). Vertically, the central government makes decisions and supervises environmental

governance at a macro level, while local governments handle environmental quality and
most governance responsibilities within their regions. Horizontally, local ecology and
environment departments are primarily responsible for environmental protection, but
local governments control budgets, personnel, and promotions. In this system, local
governments have the responsibility of implementing policies and other instruments
(Zheng, Yao, & Zou, 2022).

While this model was successful in the Guangdong province, it is important to
remember that it led to increasing tensions — waste and overcapacity, corruption, support
of state-owned enterprises (SOEs) over foreign and domestic private ones — that the CCP
has recently begun to address with the government reorganisation announced during the
2018 National Congress. As per this reform, the government will employ rigorous
controls over policies and limit the local governments’ space of autonomous action,
shifting their entrepreneurial role over to the market and, to regain balance, with a stronger

CCP role in private enterprises (Hofman, 2018).

3.2 Industrial policies for Sustainable Development in China

In the second chapter, we have reviewed the literature regarding the long-standing debate
around government intervention, industrial policies, and the role they had in fostering the
Chinese path towards development. We have seen that China has reached staggering
results in terms of human development, almost reaching the rate of developed countries,
as a result of focusing on increasing the level of education in the whole nation, providing
free national healthcare services, and its economic growth that allowed rising incomes.
Despite that, there are still critical problems of inequality in access to resources and
wealth distribution; while the problem of inequality has become globally critical in the
last few years, especially after the Covid-19 pandemic, China’s swift growth has
exacerbated them. Moreover, the intensive economic developed that permitted its

improvement in terms of human development was reached to the detriment of the

55



environmental quality of the country, and the resulting damages are magnifying the
country’s axis of inequality.

The problem of climate change is still largely analysed and discussed, and its
severity is clear to both leaders and the society at large, leading to universal
acknowledgement of the necessity for a solution. In order to help countries in tackling
this pivotal issue, in 2015 the Member States of the United Nations (UN) developed an
agenda for global sustainable development, based on seventeen Sustainable Development
Goals (SDGs) to be reached within 2030. To reach these goals, the UN highlights the
importance of a collaboration between the public and private sectors: small firms must be
supported to make sustainable shifts, and governments need to combine regulations with
the implementation of industrial strategies supporting innovation, development, and
adoption of alternative business models (OECD, 2017).

Nonetheless, despite the enormous human costs of climate change, there is still a
certain degree of opposition to the concept of sustainable development that safeguards
natural resources. Environmental laws, projects for the safeguard of natural resources,
and policies that promote a shift towards a model of green economy — an economic model
based on efficient use of resources, low carbon footprint, and commitment to social
inclusiveness through investments coming from both the public and private sectors — are
seen as either useless or having a negative influence on economic development, sparking
intense debates in national and even international forums on if and how should we move
towards a more sustainable model of development.

Regardless, multiple sources are proving that a shift towards — and support of —
sustainable human development is possible and even preferable, compared to the current
economic system. Sikhunyana and Mishi’s research (2023) shows that, while ecosystems
face threats like climate change and pollution, they can still provide various benefits,
including monetary gains and improved well-being, especially for women. Apostu et al.
(2023) prove that Europe’s circular economy practices — e.g., recycling, and reusing
materials — help conserve natural resources, reduce energy consumption, and mitigate the
environmental impact of human activities, and effective waste management also creates
new business opportunities, engaging both citizens and companies in sustainable
development efforts. Kousar et al. (2022) demonstrate that, while both traditional
economic growth and green economic growth have a negative impact on poverty and
inequality, the latter contributes more in the long term. Further sources underline the

strengthening link between the two, with innovation and R&D playing pivotal roles in
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promoting the progress of sustainable development when supported by environmental,

health, safety, economic, and labour market regulation (Ashford & Hall, 2011).

Political process: From politics and social values to
implementation of IP for SD

Consensus
A4

Sustainable Development Mission

System of policies for structural change of economies
v
Macroeconomic policies ‘ ’ Environmental policy Industrial policy Education policy Health policy

‘ Coordination for structural transformation
. towards sustainable development

Productive Technological / Organisational / Institutional Financial Demand
capabilities innovation management transformation resources
capabilities capabilities Infrastructures

I => Beyond Productivity and Competitiveness to Sustainable Structural Change I

Figure 5 Industrial policy as a process to sustainable industrial transformation (Source: Kastelli, Mamica,
and Lee, 2023, p.15).

The model of sustainable development, as underlined by the UN, must be based on a
collaboration between private and public actors that use industrial policies as a tool to
reach these common goals which, as already seen, can be the basis for an alternative
economic structure. As observed in chapter two, industrial policies have been a topic of
controversial debates for decades, but the Covid-19 pandemic has changed this idea by
underlining the importance of supporting industries and relying on public spending for
stimulating R&D. In their article, Kastelli, Mamica, and Lee (2023) state that to
successfully tackle the multidimensional challenges posed by climate change, Covid 19,
the energy crisis etc, there is a need for a new vision of industrial policy based on the key
principles of inclusion, sustainability, and resilience, in order to promote a production
shift that no longer focuses only on technology, but also on crucial issues like poverty,
inequality, safety, health, and environmental degradation; a new model that promotes

sustainable human development.

3.2.1 A harmonious and ecological society
As previously observed, in the last two decades the Chinese government has significantly
changed its approach towards the environment. Beginning from the concept of

“Harmonious Society” developed by Hu Jintao and ending in Xi Jinping’s “Chinese
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Dream”, the CCP has recognised the mounting environmental challenges owing to its
rapid industrialization and urbanisation.

China’s first environmental policy was formally promulgated in September 1979
in the form of legal provisions, taking the name “Environmental Protection Law of the
People’s Republic of China”. Only decades later would the country realise a complete
environmental policy system, comprised of more than 1000 laws and regulations (Wu &
Wu, 2006).

The so-called “white papers”, official statements published by the CCP related to
matters of public interest, offer valuable insight into the steps taken by the administration
to both state their understanding of what development entails and the policies
implemented to obtain it. Sustainable development goals have also been introduced
through the five-year plans: these are plans delineating tasks for national economic and
social development goals, proposed by the CCP and then adopted by the National’s
People Congress, becoming legally binding and rigid provisions (Yang, 2021).

More recently, a crucial decision was taken in 2020 by President Xi Jinping: he
publicly announced the goal of obtaining carbon neutrality by 2060. Just a decade ago,
China was criticised for its resistance to climate change negotiations and its perception as
a relentless polluter focused solely on economic growth. However, in recent years, China
has shifted towards a more open and multilateral approach to reducing greenhouse gas
emissions and has applied significant investments in renewable energy capacity — for
example, it is the world's largest wind energy provider and has been the leading installer
of solar photovoltaic. Through these actions, China earned recognition as a global leader
in renewable energy (Kostka & Zhang, 2018).

Ultimately, it is undeniable that there has been a complete shift in the Chinese
government — and in the general population due to a growing perception concerning
environmental issues — regarding the problem of resource and environment degradation,
emphasising the importance of reducing the country’s levels of emissions and pollution.
More so considering Deng Xiaoping’s idea of obtaining growth and development no
matter the side effects — an idea that led China to reach the fragile environment that we
see today.

In the meantime, better environmental quality through enforcement of
environmental governance may improve economic development and urbanization further.
With the changes in developmental goals, local governments began to focus more on the

construction of an ecological civilization, the coordination of the ecological environment
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and economic development, rather than on the overriding goal of economic growth, which
led to the evolution of the conception of environmental management. Thus, the impact of
economic growth and urbanization on local environmental governance decreased.

In this context lies the importance of analysing how China — and in this particular
case the Guangdong province — have determined their sustainable development goals and
implemented industrial policies as a tool to reach them. Therefore, as claimed in the
premises of this thesis, we will analyse some of the different policies concerning
environment protection and development — through a review of international and Chinese
literature — that were implemented in the Guangdong province in the period going from

2000 to 2019.

3.2.2 Guangdong’s industrial policies during Hu Jintao’s government (2000-2010)
The year 2000 marked the beginning of a new millennium and of a new era for China.
Two years later, in 2002, Hu Jintao would be elected as president of the country, and he
would introduce the nation to a new vision of development based on equity and
sustainability. This trajectory change is reflected in Chinese academics. In his article,
Chen (2004) underlines the faults of a development model based on “high investment,
high consumption, high pollution and low output”, claiming that it not only has low
economic efficiency but is also environmentally detrimental. He states the importance of
industrial policies lies in serving not only as a means of regulation to achieve
environmental protection goals but also as guarantees to promote sustainable economic
and social development. To do so, however, the country still had to establish a sound
environmental policy suited to China’s national conditions.

Chen’s appeal, however, would not be answered the way he expected. Hu Jintao
placed great importance on China’s environment and the goal of reducing its non-
sustainable development path, but the government’s effective actions were milder than
his words. For example, only in 2009 Hu publicly stated that the government had set a
target for reducing greenhouse emissions in 2020 by a “notable margin”, but he failed
international requests in stating measures that could be implemented to do so (Carrington,
2009). The 10" and 11" Five-Year Plans had included ambitious plans of reducing
emissions, increasing energy efficiency, and increasing environmental spending, but they
both fell short and had mixed results (Chan, Lee, & Chan, 2008; World Bank, 2009). The
number of national and local protection standards, of departments focusing on

environmental protection administration, and of people involved in work, education, and
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research in the environment had greatly increased, but once again its results were mixed
and unclear (ibid., 2008).

According to the analysis conducted by Wu and Wu (2006), during this first
decade, the policies implemented by the government were mainly based on the direct
regulation of pollution discharge, where individuals and enterprises would be charged
based on their overcoming the limit imposed. The responsibility would be shared between
political and private actors. Due to the industries’ resistance to these policies, the
government implemented a policy based on ISO14001, where industries invested in
environmental protection, effectively reducing the government’s involvement. The
government no longer considered itself as an active promoter of environmental policies,
and industries went from being passive recipients to being active participants.
Furthermore, while the former method of control was based on post-supervision and fines
based on reported emissions, the government decided to implement an impact assessment
system that would calculate in advance the environmental impact of new projects and
productions. In the following years, this method was further developed by implementing
a control model that measured the environmental impact pre-, during, and postproduction,
shifting the focus to pollution prevention and ecological protection. A notable
development was the increasing participation of the public in decision-making processes
regarding environmental regulation, reaching a turning point where citizens’ opinions
were considered essential in establishing development goals and measures. Nonetheless,
some crucial issues were still present, mainly represented by a lack of supervision,
inadequate implementation, and still too limited public participation (Yang, Xue, &
Huang, 2020).

In the Guangdong region, thanks to the government’s decentralisation, the
situation was slightly different. While in the period after the reform and opening-up of
1978 environmental policies were laxer due to the economic globalisation influencing the
local environmental governance in Guangdong, with the deeper development of economic
globalisation these policies were made stricter to attract higher-quality FDI. The local
government’s focus on the principles of equity and environmental protection that were
introduced by Hu Jintao is underlined by the two five-year plans for “environmental
protection and ecological construction” that were issued during this period. The 10™ five-
year plan, issued for the period 2001-2005, officially shifted the focus from quantitative
economic growth targets towards structural change and social targets: the health of

citizens was the central motivation of policies focusing on sustainable development
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strategies, economic restructuring and industrial upgrading, prevention, and control of
pollution, renovation of key rivers and reservoirs (GRZB, 2001). The 11 five-year plan,
covering the period between 2006 and 2010, resulted in the approval of the PRD
Environmental Protection Planning Outline and the Guangdong Environmental
Protection Planning Outline, which would be implemented as local regulations and
government governance, and led to the signing of environmental protection agreements
with the regions included in the PRD area. It further emphasised the need to strengthen
environmental protection policies and supervision, establishing six main tasks to be
accomplished in 2020 — protection of water resources, prevention and control of air
pollution, focus on safe treatment of hazardous waste, prevention and control of radiation
pollution, protection of rural ecologic environment, improving the environmental quality
of the PRD and control the transfer of pollution (GRZB, 2007).

The effects of these policies have been fairly positive. During this period
Guangdong benefited from an advancement in technologies and upgraded industries, and
from a wider network of cooperation and information that promoted environmental
protection in both formal and informal ways (Yang, Xue, & Huang, 2020). In their article,
Wan and Zhang (2012), by analysing the industrial policies and restrictions implemented
in the Shenzhen River basin, proved the comparative advantages of the already existing
policies of flexible pollution control and use of reclaimed water in sustaining economic
growth, especially due to their role in incentivizing industrial restructuring and upgrades.
Furthermore, Wang and Hao (2010) analysed the relationship between environmental
policies, claiming that while looser regulation had resulted in high-environment-resource-
costs FDI attraction in the short-term, stricter regulation had instead attracted FDI in both

the long and short-term, contributing to the region’s economic development.

3.2.3 Guangdong’s industrial policies during Xi Jinping’s government (2010-2019)

After 2010 and the election of Xi Jinping, state-level environmental regulations became
more restrictive, the five-year plan’s goals regarding the environment became more
ambitious, and the policies delineated to obtain them more comprehensive. Under his
governance, the environmental governance field was extended to judges, prosecutors,
NGOs and citizens, and enforcement activities have been strengthened with the
establishment of the Environmental Police. The Environmental Protection Tax Law of
2018 implemented a new tax system, with the expectation that local governments would

refrain from safeguarding local polluting businesses contributing to local tax revenue and
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employment (Kostka & Zhang, 2018). While under Hu’s governance, there was a
tendency to decentralise responsibility regarding industrial and environmental policies
over local governments, with Xi Jinping there is a clear return to the mode of centralised
government, usually justified by the need to enforce more controls and reduce
inefficiencies and conflicts.

As claimed before, the five-year plans on environmental protection outlined by
the Guangdong local government can give us more information on the goals and tools
used in this period. In the 12 five-year plan, the areas of focus were expanded, with the
formulation of more comprehensive goals: improve the industrial layout, reduce
emissions, upgrade the industrial structure, focus on green economy in order to build an
environmentally friendly industrial system, strengthen the treatment and improvement of
environment quality (focusing on water, air, heavy metals, soil, and radiation), build
ecological barriers in rural areas, strengthen management of environmental risks, improve
environmental supervision and enforcement, supporting science and technology, raise
public awareness, strengthen environmental protection cooperation and exchanges, and
propose innovative policies and mechanisms for the comprehensive management of
environmental protection (GRZB, 2011). The 13" plan expanded the focus of the previous
one, with its main targets divided in four macro-objectives: strengthen leadership and
institutional guarantees, integrate funds to innovate investment channels, widen
publicization in order to encourage public participation, strengthen supervision and
implement valuations and assessments (GRZB, 2017). The direction of the
environmental policies in the province was thus shifted from establishing regulations and
tackling pollution to strengthening inspections, investing in innovation, and emboldening
the role of public agents —not only citizens but also NGOs — in establishing environmental
goals and actions.

During this period, the Guangdong province was once again used as a test ground
for experimenting with the efficacy and implementation of industrial policies, in this case
with a focus on the environment. In the 2010s, seven pilot carbon markets in regions
known for industries like cement, electricity, heat, and petroleum were established; these
zones, including Beijing, Chongqing, Guangdong, Hubei, Shanghai, Shenzhen, and
Tianjin, account for 25% of China's GDP and are significant greenhouse gas emitters.
These pilot programs demonstrated the effectiveness of the cap-and-trade model, where
industries are assigned emission caps and can trade, auction, or receive allowances to

meet them. Caps vary based on production rates, and the ability to pass carbon costs along
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the consumer chain, with emissions allowances ranging from new entry to governmental
allowances. Each zone must adhere to monitoring, reporting, and verification
requirements, with penalties for non-compliance, including reduced allowances, public
disclosure of status, restricted access to energy research funds, and fines for excess
emissions. Chinese President Xi Jinping announced the development of a national carbon
emissions trading system in 2015 during a visit to the United States, and it was officially
established by China's National Development and Reform Commission in December
2017 as part of the Thirteenth Five-Year Plan covering 2016-2020 (Parenteau & Cao,
2016).

The main caveat of the development of the region during these ten years was
recognised in its still too high dependency on resource-based manufacturing, with local
politicians recognising the necessity of focusing and transitioning towards high-quality
manufacturing. Nonetheless, in this context, some targets were still achieved: according
to Chen and Zheng (2022), in the previous decade China’s level of green technology had
seen significant improvements due to incentive-based environmental regulations; this in
turn promoted high-quality development of regional economy through rousing energy

conservation and emission reduction.

Conclusions

In conclusion, contrary to popular beliefs claiming that a shift towards a model of
sustainable development would hinder economic growth, we can see that the
environmental policies implemented in Guangdong during the last twenty years had a
fairly positive effect in terms of economic growth. On the side of environmental
protection, the policies have had positive results in terms of reducing its material footprint
and carbon emissions. As proved by Fan and Zhang (2023) in their research, command-
controlled environmental policies notably enhance carbon productivity, primarily through
technological innovation. Market-based environmental policies also significantly
influence carbon productivity, their main impact instead being on the energy mix. As for
economic indicators, in 2019 Guangdong reported a GDP growth of 6.2% more compared
to the previous year, for a total exceeding 1 trillion yuan; 8% of this growth was realised
by new industries investing in cutting-edge technology (Xinhua, 2020). This is consistent
with what was detailed by Liu and Xiong (2020), whose research proved that
environmental regulation has a positive impact on economic development in regions

where the HDI is above the national average — 0.799 compared to the national average of
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0.768 (Globaldatalab, 2023) — since they stimulate enterprises in carrying out
technological innovation that overcompensates the increased costs created by
environmental adjustment. Furthermore, as proved by Deng et al. (2019) local
governments’ active competition for foreign direct investment (FDI) positively affects
regional innovation through technology spillovers. Higher environmental regulation
intensity also enhances innovation performance through an innovation compensation
effect. This contrasts with local governments' tendency to lower environmental regulation
intensity to attract more FDI, which negatively impacts regional innovation.
Consistently to observed data, in the last decade, Guangdong’s and the PRD area’s
competitive advantage has been decreasing and their growth has been slowing down, at
some point even falling behind other provinces like Jiangsu and Shandong (Cheng, 2018).
However, while in economic terms this data is not encouraging, according to what we
know regarding China’s history and the concept of sustainable human development, it is
a positive sign: keeping up with record high levels of growth necessarily implies a strain
on human and environmental resources, a model that is not sustainable in the long term,
while moderate constant growth is achievable in coordination with policies aiming at
safeguarding the environment and limiting the impact of energy consumption and

industrial practises.

3.3 The Sustainable Development Index
In the first chapter, we have discussed what is considered human development, and how
its definition came to be used and debated across both development and economic
academics. We discussed the emergence of the HDI as the first internationally recognised
index that posed the question of what human development is if economic growth could
be considered the only measure of a nation’s success. While the HDI has a crucial role in
global political and economic discussions, nowadays its scope is considered too limited.
To effectively gauge the quality of life of a nation’s citizens, we can no longer rely only
on education, health, and income; these indicators should be inserted in a more
comprehensive index considering other elements that can potentially affect a person's
quality of life. Consequently, multiple alternatives have been proposed over the years.
As stated by Biggeri, Bortolotti, and Mauro (2020), any attempt to measure
deprivation cannot exclusively be focused on the income metric: the Capability Approach
emphasises that, while income is relevant for well-being, it cannot be considered as an

inherently essential end. Given this discussion, for this analysis, we decided to embrace
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the SDI, as it stands as a direct well-established advancement over the traditional HDI.
First introduced by Hickel in 2020 in his journal article titled “The Sustainable
Development Index: Measuring the Ecological Efficiency of Human Development in the
Anthropocene”, it is rooted in the pressing need to align development objectives with the
formidable challenges posed by climate change and ecological degradation. The SDI goes
beyond mere economic and social metrics, posing itself as a measure of the efficiency of
human progress. Given that ecological sustainability has become increasingly imperative
during the last decades, and more so with the previously mentioned support and goals that
the Chinese government has exhibited towards environmental protection and emission
reduction goals.

It is here that we confront a striking paradox: nations achieving the highest human
development scores, even though they are currently achieving high levels of decoupling,
are historically associated with alarmingly elevated levels of ecological impact. This
glaring disparity can be neatly illustrated by comparing the HDI rankings with per-capita
CO2 emissions.

HDI and CO2 Emissions
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Figure 6 Graph detailing the correlation b:t[v)v]een HDI and CO2 emissions (Source:
https://www.sustainabledevelopmentindex.org/about, 2021).

Seeing as HDI's top performers often exhibit disproportionately high ecological footprints,
the usage of the SDI becomes a compelling choice. So — while giving a rough estimate of
human development within a country — it’s not feasible to promote, through HDI, a model
of development that is fundamentally ecologically unsustainable. In simpler terms, while
resources must be directed towards the enhancement of human well-being, it's imperative

to do so without crossing the critical boundaries of ecological sustainability.
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Before delving further into the concept of SDI we should first understand two key
concepts: "Ecological overshoot" and "planetary boundary." The first is a phenomenon
that arises when the demands placed on a natural ecosystem surpass its capacity to renew
and regenerate (Wackernagel et al., 2002); the latter, introduced in 2009, aims to establish
the boundaries of the environment within which humanity can safely conduct its activities.
This identifies thresholds for human-induced disruptions to natural systems, to delineate
a secure operating zone for global development, where the potential for harm to the
environment remains minimal (Steffen et al., 2015).

Recognizing the constraints of our planet's finite resources and ecological systems
is essential; in this framework, the SDI serves as a compass towards development, that
elevates human lives without jeopardising the health of our planet. For this exact reason,
the SDI places a crucial emphasis on the ecological efficiency of nations in fostering
human development. It derives from the components of the HDI, but it introduces a
division by ecological overshoot. In essence, achieving a high SDI necessitates not only

a robust HDI but also the minimization of ecological impact.

3.3.1 Methodology
The SDI is calculated as follows:

Development Index
SDI

- Ecological Impact Index

The HDI is calculated as the geometric mean of the life expectancy index, the education

index and a modified income index.

Development index = i/Life Expectancy Index X Education Index X Income Index

Life Expectancy Index = —o— 20

ife Expectancy Index = 35 — 20
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The life expectancy index is straightforward, representing the average lifespan. The
education index, MYSI, is calculated as the Mean Years of Schooling Index (MYS/15),
with 15 years as the projected maximum for 2025. Meanwhile, the Expected years of
schooling index (EYSI) is determined as EYS/18, with 18 years being the equivalent of
earning a master's degree in many nations. These well-established indices offer a concise,
yet comprehensive snapshot of a country's educational and life expectancy achievements.
The income index employed in the SDI deviates from the one utilised in the HDI, by
introducing a sufficiency threshold that exists below the maximum income value of
$75,000. This adjustment acknowledges a crucial empirical reality: having an income
exceeding $60,000 is fundamentally incongruent with the boundaries of our planet's
sustainability. Nations with incomes surpassing this threshold exhibit an average material
footprint exceeding the planetary boundary by more than five times and CO2 emissions
nearing eleven times the planetary limit.

Recognizing the link between income and ecological impact, it becomes evident
that high-income nations often place or have placed tremendous strain on the ecosystem.
Rather than penalising countries with moderate incomes that achieve substantial human
development, as the HDI might do, the SDI offers a more balanced perspective. It
highlights nations with high human development levels attained with moderate income
as role models for sustainable development.

Certainly, income remains a pivotal factor in human development, providing
individuals with choices, economic agency, empowerment, and security. Instead of
discarding the income index entirely, as some alternative metrics may have done, the SDI
retains it while incorporating a threshold. This nuanced approach not only recognizes the
importance of income but also encourages nations to pursue a more sustainable and
balanced trajectory of development, where human well-being and ecological
responsibility coexist complementarily. Nonetheless, the SDI highlights that high income
is not necessary for achieving high levels of human development. Nations with high
income generally perform better on key social indicators than those with lower income,
however, this relationship is not determinate after reaching a certain point. This is proven
by the existence of several countries with moderate income that nonetheless achieve high
levels of life expectancy and education, as well as happiness, employment, sanitation,
gender equality, democracy and so on. For instance, according to 2019 data, Costa Rica

has a life expectancy that exceeds that of the US with 71% less income per capita
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($18,500). Georgia has education levels that match Austria with 74% less income per
capita ($14,400) (SDI Project, n.d.).
Having defined the HDI section, it is now time to talk about the Ecological Impact

Index (EII). This can be described with the following formula:

AO 1

e - €

Ecological Impact Index = 1 + P

if AO >4, then EIl = AO -2

A0—2< MF >1)><< Co2 >1)
B boundary — boundary —

The Average Overshoot (AO) serves as a critical metric in quantifying the extent

to which a region surpasses (or falls short) of planetary boundaries, while also providing
a standardised unit of measurement. To calculate AO, both Material Footprint and CO2
Emissions values are divided by their respective per capita planetary boundaries
(Bringezu, 2015).

CO2 Emissions, a self-explanatory measure, gauges a region's carbon dioxide
output. On the other hand, Material Footprint encompasses the total weight of materials
extracted and consumed within a given region — including fossil fuels, minerals, biomass,
and construction materials. While Material Footprint may not directly indicate ecological
impact, it stands as a widely accepted proxy in policy literature that has garnered robust
empirical support (Krausmann et al., 2009). In essence, AO allows the SDI to gauge and

standardise environmental performance.

3.4 Data results and analysis

Having defined the SDI as a combination of HDI and EII, the HDI results were not
directly calculated but instead downloaded from Globaldatalab, an online database that
provides subnational HDI. The data for the calculation of the EIl was obtained via
multiple sources: the population data was obtained from the Guangdong Statistical
Yearbook. China’s material footprint was inferred based on Jiang et al. (2019); starting
from the paper’s supplementary information, Guangdong’s annual percentage of material
footprint was calculated — corresponding to about 5% of all China material footprint —

then China’s material footprint was obtained from the UN’s Global Material Flows
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Database, and the value for Guangdong calculated. Regarding the last missing piece of
data, Guangdong’s CO2 emission, it was obtained through two different sources: 2000
and 2010 data was easily found through Shan et al. (2018), while for 2019 data was
inferred from Carbon Monitor China — a near-real-time daily dataset of global CO2. The
planetary boundaries were adjusted for the global population regarding each year of
interest, starting from the 2019 data cited in the Sustainable Development Index Project.

The range of analysis was chosen to represent with the year 2000 the level of
human and sustainable development in Guangdong before the beginning of Hu Jintao’s
governance, in 2010 to represent the developments after his governance and before Xi
Jinping’s, and in 2019 to represent the situation after seven years of his administration.
We decided to not take as a metric the years after 2019 due to the Covid-19 events that
have disrupted global production, which would therefore have shown a skewed EII.

The data plot was generated by the author.

Guangdong Indexes China Indexes

HDI EIl SDI HDI EIl SDI
2000 | 0.626 1.00479 | 0.62301 2000 |0.584 0.922 0.633
2010 |[0.727 1.09807 | 0.66206 2010 [ 0.691 1.072 0.644
2019 |0.793 1.12367 | 0.70571 2019 |0.762 1.652 0.461

Table 2 Table illustrating the HDI, EIl, and SDI
indexes for Guangdong from 2000, 2010, and
2019 (Source: Author).

Table 3 Table illustrating the HDI, EII, and SDI
indexes for China from 2000, 2010, and 2019
(Source: Author).
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Figure 7 Graph showing the SDI evolution
between 2000 and 2019 for Guangdong and
China (source: Author).

Figure 8 Graph showing the HDI evolution
between 2000 and 2019 for Guangdong and
China (source: Author).

By looking at the data from Table 3 and Figure 8, we can see Guangdong’s HDI

has greatly improved in between the two decades analysed, permanently overcoming the

69



national average. China also has gradually increased its total HDI rate, reaching in 2019
the 0.700 threshold that demonstrates “high human development”, meaning that it is still
a developing country. On the other hand, Guangdong is near the 0.800 threshold, meaning
that, according to international standards, it is bordering the status of a “developed” region.
Both regions’ growth is remarkable, going in just twenty years from medium to high
human development; it is safe to presume that this rate will steadily increase in the
following years, with China finally graduating and reaching the status of a developed
country.

The SDI rates, however, show a completely different situation. While Guangdong
has seen a slight, steady improvement between 2000 and 2019, going from 0.62 to 0.79,
China on the other hand has reverted its (meagrely) positive trend, dropping from its 0.63
SDI index of 2000 to 0.46 in 2019. To understand what lies behind these drastic changes,

it is useful to look at the aggregated data used to calculate the SDI index for both regions.

Years - ME - co2

China Guangdong China Guangdong
2000 8.458 6.418 2.581 2.342
2010 17.604 11.744 6.289 4.520
2019 22.298 12.975 7.432 3.885

Table 4 Table illustrating the MF and CO?2 per capita tons data for Guangdong and China in 2000, 2010,
and 2019 (Source: Author).

In Table 4 we reported the overall MF and CO2 rates for Guangdong and China
for the years that we have selected for our analysis. As we have seen from Tables 2 and
3, the main difference between the two countries’ results is not based on differences in
the HDI, but mainly in the EII. This difference lies in the contrast between the MF and
CO2 emissions: as we can see from the results, China’s overall material footprint per
capita has tripled in the period between 2000 and 2019, while Guangdong’s only doubled.
As for the CO2 emissions, we can see that while for China they steadily increased, for

Guangdong they increased until 2010, then slightly decreased in 2019.

Per capita percentage evolution
MF COo2
China Guangdong China Guangdong
2000 —2010 108.13 82.98 143.61 93.01
2010 -2019 26.66 10.48 15.39 -14.06

Table 5 Table illustrating the MF and CO2 per capita percentage evolution in China and Guangdong in
the two periods 2000 — 2010 and 2010 — 2019 (Source: Author).
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Per capita evolution (tons)
MF CO2
China Guangdong China Guangdong
2000 —2010 9.146 5.326 3.707 2.178
2010-2019 4.694 1.231 1.144 -0.635

Table 6 Table illustrating the MF and CO2 per capita evolution (in tons) in China and Guangdong in the
two periods 2000 — 2010 and 2010 — 2019 (Source: Author).

These results are made even more clear when translated into percentages. In table 5 we
can see the per capita evolutions between the two periods for both regions, and in table 6
the CO2 and MF generated in tons. The outcomes regarding CO2 emissions between 2010
and 2010 are staggering, with a 93% increase in China and a 93% one in Guangdong.
Nonetheless, the outlook for the period between 2010 and 2019 was more positive, with
China reducing its CO2 emissions gains to 15%, while Guangdong was even able to reach
the negatives, with a rate of -14%.

Far more relevant is the data concerning the MF. While in the period from 2000
to 2010, there was a 5.32t increase — of 82% — in Guangdong, China’s situation was more
dire, with an increase a 9.14t increase — meaning a 108% increment. In the period 2010 —
2019, this growth slowed down and, much like CO2 emissions, showed improvements,
with 1.23t for Guangdong, denoting a 10% increase, and 4.69t for China, denoting instead
a 26% growth.

These results prove that Guangdong, unlike China, was far more successful in
pursuing the country’s goals of environmental protection and pollution reduction,
recording a positive SDI rate improvement, while China has almost fallen to the level of
countries with the worst rates — e.g., the United States with 0.163, Germany with 0.351
and the United Kingdom with 0.420, countries that in the last century have mainly
pursued objectives of economic and social development, showing high GDP and HDI

growth rates (SDI project, n.d.).

3.5 Discussion
From this data, combined with the analysis of both central and local governments’
environmental policies, we can come to different conclusions.

The Guangdong province has implemented numerous extensive and ambitious
policies and targets to improve its development status and reduce its economy’s impact
on the environment. As previously stated, historically there has been a high correlation

between consistent GDP growth and environmental depletion, but Guangdong has seen a
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positive and steady trend of improvement: to better understand how this has been possible,
it is useful to understand the concept of decoupling.

Decoupling has been defined as a process occurring “when the returns of an asset
class that have been correlated with other assets in the past no longer move in step
according to expectations” (Hayes, 2022, par. 3) and, in the context of environmental
economics, it describes the process of decoupling environmental pressures from
economic growth, happening when the growth of environmental pressures is lower than
that of its GDP in a given period. Decoupling as a phenomenon can be divided into two
statuses, i.e., absolute decoupling — where the economic variable keeps growing while the
environmental one is stable or decreasing — and relative decoupling — where the
environmental variable increases while still below the level of growth of the economic
variable (OECD, n.d.). Some countries have been able to achieve absolute decoupling
(e.g., Sweden), and the main cause behind this change has been the increased replacement
of fossil fuels with low-carbon energy (Ritchie, 2021).

From the resulting data, we can see that Guangdong too is tentatively but steadily
moving along the decoupling path. This trajectory change is particularly significant
considering Guangdong’s historic role as the “world factory”, a high-energy consumer
manufacturing hub that focused on low-quality production and export. Therefore, we will
analyse some of the factors that have determined Guangdong’s decoupling path, and how
it differs compared to other Chinese provinces that have determined a lower SDI score

for the country.

3.5.1 Guangdong’s advantaged position

First of all, Guangdong has historically been favoured in multiple factors, due to
a combination of proactive policies and strategic advantages. The province was and still
is endowed with a high availability of natural resources, a large labour force, and a
strategic position, which were exploited to establish a large manufacturing industry and a
skilled labour force that during the decades have attracted numerous foreign companies.
As previously explained, Guangdong was one of the first provinces to take part in the
SEZs project defined by Deng Xiaoping’s government at the end of the 70s. Guangdong’s
participation led it to become a pioneer in open market relationships, in addition to
attracting FDI and global collaborations, giving it a crucial economic head start compared
to other under-developed provinces. With an increasing amount of capital and

technological resources, multiple industries and even cities — e.g., Shenzhen (see Johnson
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& Scott Davis, 2019) — undertook leapfrog development, which was made possible due
to the province’s increasing focus on innovation and ICT. Leapfrog development, as
defined by Wang (2018), occurs when, amidst the collision and integration of human
civilization, the entity undergoing development surpasses conventional development
norms and the scale of development within its external environment in both speed and
quality. In this process ICT plays a crucial role, empowering developing and middle-
income economies to leapfrog to higher developmental stages and drive economic and
social transformations (Dutta & Mia, 2008). Guangdong has incentivised innovation and
R&D through multiple subsidies and laws that would favour the attraction of FDI,
especially in the GBA, which, in the last few years, has been transformed into a scientific
and innovation hub focusing on ICT and green economy. Concentrating on innovation
has allowed the region to maintain its status as one of the highest-grossing provinces in
the country, thanks to its transition to high-quality manufacturing and cooperative
relationships with the other regions of the GBA.

Guangdong’s perspective on innovation and R&D is coherent with the central
government’s, focused on reducing its dependence on foreign technology and products
through purchases and investments, subsidies and funding, and technology extraction
(Black & Morrison, 2021). This development is the most crucial in the prospect of
Guangdong’s possibly reaching the decoupling phase, due to research showing that the
tertiary industry has the potential to significantly help reduce emissions (ibid., 2017).

3.5.2 Industrial policies
As we have seen in the subchapters pertaining to Guangdong’s policies, there has been
an increasing focus on industrial policies as a tool to bring structural changes to both
industries and institutions, and to improve the province’s pioneering status in the country,
both in terms of economic and social growth. A turning point was established with the
11™ Five-Year Plan, through which the country was able for the first time to achieve a
higher level of energy efficiency and decline its energy intensity. The Chinese
government boosted its investment in scientific research for energy utilization,
restructured the economy, and gradually phased out energy-intensive industries
(Xingrong et al., 2017).

This development was reflected in the Guangdong region as well. The local
government focused on improving the primary sector’s efficiency and the secondary

sector, historically the main culprit of rapid growth of CO2 emissions, has been the target
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of multiple projects of innovation and restructuring to reduce and prevent its impact on
the environment. The topic of sustainable development and ecological modernisation has
also been bolstered by the increasing number of civil actors — mainly citizens and
enterprise executives — participating in institutional discussions and environmental
projects, especially at the province level, although there is still room for improvement
(Yee, Lo, & Tang, 2013). These all are elements that have created a prosperous milieu in
which the Guangdong local governance and economic actors were able to continue their
path towards GDP growth, and at the same time — through research, regulations
enforcement, and innovation — create a path approaching sustainable human development.

Guangdong has thus assumed a pioneering role, being one of the first provinces
where the carbon trade project was introduced to reduce emissions and promote energy
conservation; the plan has been successful, and this success is reflected in the CO2 data
and MF reduction that we obtained for the last decade. In addition, for example, the
deteriorated rate of forest areas was reduced from 7.67 million hectares in 1949 to 1.19
million by 2003, which in turn led to higher results in protecting watersheds, controlling
soil erosion, and protecting coastal areas from typhoons and sandstorms (Zaizhi &
Chokkalingam, 2006). Further, Xinhua reported that, according to the annual report from
the Guangdong Provincial Bureau of Ecology and Environment, the province saw
significant improvements in terms of air pollution, drinking and surface water had good
quality, and improved industrial pollution control and environmental inspections (2019).

On the contrary, while the central government has placed great importance on the
topic of environmental sustainability, its overall achievements in the country are negative
compared to the first period. As proved by Du et al. (2022), in the period between 2000
and 2017 it was able to reach only a weak decoupling state between emissions and GDP
growth, and only some sectors were able to initiate the decoupling process, with
agriculture and construction still showing high levels of coupling (Yang, Yang, Zhang, &
Tang, 2018). In this context, Mi et al. (2021) research can give us further insight in the
grounds that created this gap between Guangdong and the rest of the country. In the period
between 2008 and 2018, China's CO2 emissions experienced significant growth and then
stabilization, with differences between production and consumption emissions gradually
narrowing over time, and with a decrease in the gap between consumption and production
emissions narrowing from 22% in 2002 to around 10% between 2012 and 2018. China
had made progress in decoupling economic growth from emissions through technology

improvements and policy measures, and it had seen a positive trend toward lower

74



emissions intensity and imported emissions in China's economy and trade, especially in
the “new normal” period (see also: Mi et al., 2017; Zhang & Wang, 2022). This was
caused by a shift from energy-intensive industrial production to a more consumption-
based economy, improvements in production carbon intensity globally, changes in import
sources along the value chain, and adjustments in source sectors driven by policies to
advance the country's industrial and consumption patterns.

The crucial point, however, lies in the reduced rate of imported emissions and the
different import sources. These alterations underlie a procedure that has influenced
Guangdong’s ability to reduce its extraction of natural resources and emissions — thus

reducing its SDI rate — and is affecting other regions’ ability to do the same: outsourcing.

3.5.3 Resource outsourcing

In economics, outsourcing is usually defined as a “work arrangement made by an
employer who hires an outside contractor to perform work that could be done by company
personnel” (Britannica, n.d., ph. 1). In this context, however, it defines the process of
outsourcing the sources of processes with high environmental impact — e.g., resource
extraction, production, manufacturing — to other regions or countries. Multiple countries
and regions are guilty of reduced pollution rates due to outsourcing (Plumer, 2018), and
Guangdong is one of them.

China has adopted a network of international and interregional trade agreements
aiming at reducing pollution and improving trade growth (Li, Dong, Dong, & Shahbaz,
2022); the most recent is the National Emission Trading System (ETS), launched in 2021
but established and tested in pilot provinces since 2013, which covers the sector of power
generation, and aims at promoting decarbonisation and clean energy transaction (Roldao,
2022). These policies have created an interprovincial trade that is greatly affecting the
meaning of Guangdong’s results. Multiple sources in Chinese literature have underlined
the disparities present in the trade between regions. Zhang et al. (2018) claim that
interprovincial trade plays a crucial role in the redistribution of resources in the country,
where less-developed but resource-rich provinces, mainly situated in the north-eastern
part of China, support the development of resource-poor but highly developed provinces,
situated instead in the south-east of the country and the coastal region (see also: An, An,
Wang, & Huang, 2014). Others highlight the unequal distribution of energy, water, and
land resources, affecting respectively 73.4%, 33.9%, and 38.1% of their national input.

Here the south-eastern developed area has higher resource occupancy levels compared to
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the others, accounting for a consistent segment of total domestic resource use (Zhang et
al. 2020; Qian & Liang, 2021). Gao et al. (2018) presented in their study that Guangdong,
Beijing, Shanghai, and Tianjin have higher energy consumption compared to production,
being the most important importers of energy resources in the country. By reviewing this
data, it is simple to understand the stark difference between Guangdong and China’s SDI
results: while developed provinces like Guangdong are investing in the green economy
and green energy production, their efforts are still supported by underdeveloped provinces
like Inner Mongolia, Shanxi, and Ningxia, which still exhibit high energy consumption
and pollution due to their dependency on natural resources, outdated industries and

infrastructures, and focus on  primary and  secondary  industries.

250 —200 -150 -100 -50 0 50 100 150 200 250
I

Net emission outflow (Mt CO,)

Figure 7 Change in CO2 emission flows between 2007, 2010 and 2012 (Source: Mi et al., 2017, p. 5)

It is a trend that can be traced for different types of resources and that always
displays the same pattern, where under-developed regions take the brunt of the other
provinces’ development, and that, while it has triggered some improvements in terms of
overall emission reductions and economic benefits, underlies the need for the national
government to address the sources of its national inequalities (see: Feng et al., 2013; Li
et al., 2014; Mi et al., 2017; Wang et al., 2021; Miao et al., 2019; Li, Dong, Dong, &
Shahbaz, 2022). According to the existing literature, resource transfers can be attributed
to differences in resource availability, economic development, household income,
population dimension, and industrial structure among the regions (Zhang et al., 2020), all
elements that can give insight into implementation of policies aiming at mitigating them

and facilitate effective environmental protection and green development.
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Nonetheless, Guangdong’s path towards sustainable development does not end
here. Recently, Guangdong’s local officials have reiterated their objective of cultivating
a highly skilled workforce, innovation, and collaboration with their partners in the GBA.
They have also unveiled the ambitious plan of reducing energy production, expanding
electrification, and promoting energy usage to decrease the province’s energy
consumption levels by 14% compared to 2020, and to establish a comprehensive cleaner
energy production system by 2025, aligning itself with the nation’s dual carbon goals
(Global Times, 2023). Another goal defined for the following years is that of continuing
towards the path of sustainable human development by expanding its green economy,
investing in R&D, and focusing on high-quality development. However, it is important
to remember that, while Guangdong’s achievements have been worth praise, its emission
rates are still too high compared to the goals set by the UN, and the discrepancy in energy
efficiency between its municipalities and cities is still too considerable (Xingrong et al.,
2017). The policies of both Hu and Xi showed that the country is serious in its goal of
reducing its level of pollution and environmental degradation, but the situation regarding
carbon emissions has become increasingly complicated: while Xi Jinping states that
China will follow its carbon reduction path “at its own pace”, Guangdong’s local
government underlies the importance of accelerating its path towards green development,
improve its ecological compensation mechanism, develop water economy, clean energy
etc. according to their local conditions, in order to “build a new benchmark for the

economic and ecological development” (Gan, 2023; GRZB, 2021; Beibao Jingji, 2022).

3.6 Policy recommendations
The policy implications of these results are multiple.

Considering the role that outsourcing has on restructuring the country’s
environmental impact, undoing the efforts made by those provinces like Guangdong that
focused on renewable energy sources and limiting environmental impact, it is pivotal to
focus on the still developing regions. Their high environmental impact is due to their
dependence on the primary and manufacturing sectors for economic growth, dated
industrial structure, small-scale investments in innovation, and lack of infrastructures able
to sustain the reduction of energy consumption and pollution prevention. The gap between
the two models has not been reduced in the last twenty years, instead showing a
“polarisation” effect that has solidified this rift (Feng, 2019). Therefore, the central and

local governments should focus on investing in less-developed regions to improve their
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industrial structures and energy infrastructures, which are still not developed enough to
have a significant impact on emission reductions. Additionally, the possibility of
leapfrogging — a “rapid transition or advancement of a particular socio-economic system,
technological component, industrial facet, and social productivity segment, catalysed by
innovations occurring within the system's evolution” (Wang, 2015, p. 7) — could improve
these provinces capabilities. Energy technology leapfrogging has shown that, compared
to other developed countries’ progressions, it could reduce growth emissions by 28% -
30% (Liddle & Huntington, 2020; Fetter, 2020). Thus, directing these provinces towards
more sustainable industrial and energy practices should be a priority, due to their
latecomers’ advantage that enables them to leapfrog over dated and resource-intensive
modes of production and catch up to the higher-quality and less intensive methods
employed in other regions, in turn allowing a more equitable distribution of resources.
However, as highlighted by Liddle and Huntington (2020), its practicability is affected
by local conditions, cost considerations, and international technology transfers. This
process could therefore be stimulated by leveraging the developed provinces’
technological knowledge, establishing an interprovincial network of collaboration for
knowledge sharing and even economic aid. In addition, to further reduce the gap,
developed regions should focus on environmental impact mitigation.

Further, as claimed by Zheng (2008), the possible reasons for Chinese policy’s
failure to reach the same improvement rates as those of Guangdong lie in the central
government’s failure to recognise the need for enforcement through collaboration with
civil actors, incompatibility, and lack of coordination between policies, lax environmental
enforcement, and ignoring the power of economic incentives in regulating the industries
approach towards the environment. Therefore, it is crucial to improve the collaboration
between central and local governments, to improve the level of coherence between the
policies implemented by both, and the methods of incentivisation and regulation. More
comprehensive regulations, policies and investment should be directed to the agricultural
and construction sectors, which still show high levels of emission and pollution; the local
government should invest in promoting restructuring and development of high-efficiency
models able to reduce energy consumption and export the resulting technology to other
regions where the energy infrastructure is not as efficient. Based on Du, Liu, Hossain,
and Chen’s (2022) research, improvement of the industrial structure, transformation and
upgrading are critical, since in 2020, while the secondary and tertiary industries had

reached 40%, the secondary sector still produced 80% of polluting emissions.
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In addition, as exhibited by Bhattacharya, Palacio-Torralba, and Li (2018) in their
research, while we have seen improvements in sustainability, there is still the pressing
matter of inequality afflicting Guangdong: in 2020, its Gini Coefficient reached 0.99, a
concerning statistic. This data underlines the necessity of focusing the local government
effort on the inequality inside its region and proposing industrial policies promoting the
redistribution of wealth. Moreover, since the competition system between regions is based
on GDP growth (Qu, Xu, Yu, & Zhu, 2023), to promote a national shift towards
sustainable development the elements measured should be changed from GDP to
environmental rates and environmental innovation.

Lastly, we believe that the development model pursued by the Guangdong
province can give Western countries crucial insights into implementing industrial policies
to safeguard the environment, especially through investments in innovation, R&D, and
enhancement of the green economy, and how government intervention can be beneficial

when associated with collaborations alongside private actors.

3.7 Alternative indexes
As stated in the first chapter, the indexes that have been formulated to gauge the level of
human development of a country are multiple. Therefore, we will discuss the indexes that
were taken into consideration as possible alternatives to the SDI for this thesis’s analysis.
The Income-Adjusted Multidimensional Synthesis of Indicators was proposed by
Biggeri, Bortolotti, and Mauro (2020). Their work is based on the paper submitted by
Mauro et al. (2018), where the authors introduced a novel approach for analysing
multidimensional poverty and well-being, inspired by the Capability Approach —
formulated by Amartya Sen — and the sustainable human development paradigm. It
emphasises assessing what individuals gain from development, offering features like
sensitivity and flexibility while ensuring transparency. The significant contribution is
linking the substitutability between dimensions directly to overall well-being, addressing
the 'inescapable arbitrariness' issue; an approach that has diverse applications, including
development program evaluation and comparisons across territories and groups (Mauro,
Biggeri, & Maggino, 2018). Biggeri et al., based on this work, highlight the inadequacy
of a single indicator —i.e., income — in acting as a satisfactory representation of all aspects
of human development. Therefore, by focusing on the issues at the base of creating an
appropriate index — i.e., selection of dimensions, choice of weight, and choice of

aggregating method — they advance the I-MSI. This index, based on the MSI introduced
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by Mauro et al. (2018), places the role of income side by side with the properties of the
MSI - education, health, housing, nutrition, sanitation, assets, work, and leisure —
obtaining an indicator that overcomes the possibility of the index falling to zero in cases
where one or more indicators are near 0, taking into account outcomes heterogeneity,
compensating across dimensions in order to best represent in the results each person’s
individual characteristics. The I-MSI proposes an alternative to the HDI that contributes
to a more comprehensive conception of a person’s wellbeing, while also considering the
role played by income in having access to resources and possibilities. Due to problems in
obtaining the data needed to calculate the I-MSI, we could not apply this index to our
research; however, it could be interesting to analyse the relationship between I-MSI rates
in China and the role that the Chinese government played in order to improve the index’s
parameters, especially considering the firm relationship between health and
environmental factors such as air and water pollution.

Another index we considered was the Sustainable Human Development Index
formulated by Biggeri and Mauro (2018). This index addresses the critics directed
towards the HDI regarding the issue of sustainability, and it does so by incorporating the
environment and freedom — i.e., political rights and civil liberties — dimensions. Its
method of aggregation avoids issues associated with the geometric mean and still
maintains the aim of penalising outcome heterogeneity. The paper highlights that this
approach offers a more flexible means of managing relationships between dimensions,
while still acknowledging the enduring subjectivity that affects the selection of functional
forms and parameters. It further emphasises the importance of Sustainable Human
Development (SHD) as a policy objective in the context of the 2030 Agenda for
Sustainable Development, and the role that the SHDI represents in the opportunity to
align with the UNDP’s SHD program. The use of this index was discarded due to the
focus on the freedom dimensions, which is not functional to the analysis at the centre of
this thesis. Nonetheless, further research could compare performance within China’s
regions in terms of both environmental sustainability and freedom, especially considering
the aforementioned different levels of civil and political freedom present in the different

provinces owing to the government decentralisation.
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Conclusions
This thesis aimed to identify the possible correlation between sustainable human
development and the role that a government can play through industrial policies to
achieve it. The central questions of this research were if it is possible to pursue a different
model of development that can incentivise both economic growth and human
development without comprising the environment, and if so through which tools it can be
achieved.

To answer these questions, we defined how development has been defined in the
last decade, shifting from a focus on economic growth to a more comprehensive concept
that includes quality of life and human development targets. Nonetheless, considering
some of the last decade’s crucial incidents, we have underlined the pivotal role played by
the environment and climate change in defining the quality of life of a person.
Environmental changes have highlighted the importance of finding a new model of
development that comprises equity and sustainability. Considering the concept of
sustainable human development, we introduced the SDI developed by Hickel in 2020, an
index able to dissect a country or region’s human development, alongside both natural
resource consumption and pollution. Furthermore, by reviewing the existing literature,
we retraced the debate on government intervention and defined one of its main tools,
industrial policies; we further reflected on their definition, what they entail and how they
can be used to stimulate development. Then we presented how the Chinese model of
development has spurred debates on how economic growth can be achieved in developing
countries, and how in the last two decades the government focus shifted from the ultimate
goal of economic growth to one that compensates for inequality and environmental
sustainability. Lastly, using the aforementioned SDI, we calculated the data for the years
2000, 2010 and 2019 — used as a reference for the period covered by China’s last two
presidents, Hu Jintao and Xi Jinping — for both the Guangdong province and the nation
of China, and analysed the main industrial policies related to the environment that were
pursued in the region. The resulting data showed an improvement in Guangdong’s SDI
rate, due to a significant reduction in MF and CO2 emissions, while China’s rate showed
a significant fall of 0.6 points. The data proves that it is feasible to state that there is a
positive relationship between the central government’s overarching environmental goals
and the local government’s industrial policies, which have had an effect in modifying the
development path of the province, increasing its rate of sustainability while still

maintaining positive GDP growth. It shows us that overarching elements of equity and
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sustainability can not only coexist with economic gains but even encourage them,;
however, to reach these results, our concept of development must change. As stated by
Kastelli, Mamica, and Lee (2023) “the success of industrial policy for sustainable
development requires a shift from viewing profits as individual gains realized by
economic actors to a perspective of social and environmental gains.” (p. 19) The market,
guided by the perspective of individual gains, has failed in considering the crucial role
that the environment plays in our lives and how its degradation could affect our future.
Promoting a model of development for development’s sake, resulted only in widening
gaps of income, resources, and possibilities. The government, as proved by the case of
Guangdong, can play a role in fixing this market failure, providing boundaries and targets
to the private sector, in a relationship that should not be defined opposition and
competitiveness, but should instead be based on cooperating to achieve common goals.
However, for these interventions to be effective, it is crucial to focus on a comprehensive
model of development, which does not only focus on the highly developed regions, but
also on the under-developed ones. The Chinese government should expand the scope of
its goals and efforts to the regions at the margins of its development path because the
country’s regional inequity in terms of development, income, investments, infrastructures,
and resources is hindering the country’s path towards a successful model of sustainable
human development.

There were some limitations to this study. The data used for the SDI calculation
could only be obtained from national statistical sources for certain years, and it had to be
extracted from multiple sources, in some cases even third-party ones. Further, it was
difficult to obtain Chinese sources that would portray extensively the specific policies
applied in the country and regions, and the existing literature was, in some parts, biased.
Moreover, the scope of the analysis was limited to the period between 2000 and 2019 and
to the Guangdong region. Considering national development, the last two decades have
determined just the start of the sustainable development process, hence, while this proves
good proof of concept, to have a more exhaustive interpretation it is imperative to expand
both time points and regions of the country. Therefore, expanding the scope to include
the period before 2000 or other regions — especially those less developed — could give
more insightful results.

To better understand the implications of this enquiry, future research could
consider the possibility of analysing the relationship between industrial policies and SDI

in those provinces that have lower rates of economic growth, for example, Shandong or
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Yunnan, or even at the municipality level with those cities that have been designated as
Eco-Cities. Another possibility is that of using the I-MSI index to gauge the relationship
between a country or region’s industrial policies that aim at reducing inequality and
general well-being and the results that they obtained. Furthermore, a deeper analysis
could be undertaken by analysing the other polluting elements, besides CO2, that are
included in the region’s environmental protection regulations — water, lead, radiation, etc.
— to understand which policies have been more successful than others in reducing and

preventing pollution.
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