
 

BBC World News  
November 8, 2012 

 
Robert Lawrence Kuhn, international corporate strategist, investment banker, China political and economics 
commentator and expert, on the China business market. 
 

 

 
 

 
 

 
 

 
 

 
 

HOST: Let’s return now to China and the Communist Party Congress that 
opened today. We talk now to Robert Lawrence Kuhn, author of “How 
China’s Leader’s Think,” who has worked with many of China’s leaders, 
including the man thought to be China’s leader in waiting, Xi Jinping.  Thanks 
very much for being with us. It was an extraordinary juxtaposition this week 
to see the reelection of President Obama and now the Party Congress in 
Beijing. Surely the key similarity has been the focus on the economy. I wanted 
to ask you, first, if you think China’s economic model is sustainable? 
 
KUHN: No, it isn’t it, and China’s leaders know it. The old model of low-cost 
manufacturing cannot sustain the growth that China has had. Moreover, it is 
dangerous because it pays workers low wages, and that causes social 
instability. China must transform its economic model, increasing the gross 
margin of enterprises, through innovation, branding, service, in order to pay 
workers more; this is a major issue in China. But the macroeconomic picture 
can be positive: Due to continuing urbanization, China can continue to enjoy 
relatively high growth for 10-15 years. It’s lower growth than in the past 20 
years – yet still in the six, seven percent range. China still has several hundred 
million people to bring into the cities, which can sustain the growth rate. But 
here’s the problem. China always talks about the topline: what’s the GDP 
percentage? You have to look at the components of the GDP because 
investment is a very high percentage, and that’s what is unsustainable. You 
cannot have investment be 50% of the GDP and continue to be efficient. 
Consumption must increase. That’s critical for the future; we have to watch it. 
 
HOST: Robert, like the Americans as well, it seems, the Chinese not only 
have the economy at the top of their list of concerns, but other social concerns 
as well. We went into the streets to ask people what they wanted from this 
Congress and it was things like education reform, press freedom… People 
writing on placards, saying they want more fairness and efficiency, an 
increase in wages, an increase in their living standards. When you hear Hu 
Jintao talking about tackling corruption, do you believe there is a genuine 
desire to try and fix corruption and make life better for ordinary Chinese? 
 
KUHN: Certainly the desire is genuine. Let’s talk about what the Chinese 
people are really thinking about. The biggest problem are social imbalances. 
Three-quarters of the Chinese people say that the increasing disparity between 
rich and poor is the biggest problem; corruption comes next. But if you ask 
people about their personal lives – I call it the ‘big four social problems’: 
education, housing, healthcare, retirement – then you really get to the people’s 
concerns. That’s what they talk about. These are the critical issues that affect 
people’s lives and each of them needs very substantial improvements.  Hu 
Jintao’s speech today is important. What we like to do is compare similar 
speeches in different Congresses, because a great deal of it is the same, and to 



 
 

 
 

 
 

 
 

 
 

 

Western ears, sometimes it looks exactly the same. So you look for those little 
changes, because in China the little changes are the significant ones. And, 
what we found today is an emphasis on what Hu Jintao calls “a scientific 
outlook on development,” because that’s the way of thinking that allows these 
other problems to be addressed, along with economic development. The 
problems of sustainable development, pollution, corruption and most 
important, social imbalances… In addition, this time we see very heavy 
emphasis on corruption. We always hear it, but now it’s more because of the 
great scandals of this year and the fact that the world knows it, China knows it 
and the Party has to deal with it. Leaders know that corruption is, potentially, 
a fatal flaw in the system, because they do not have checks and balances.  To 
sustain a one-party system – and there are good arguments why a huge 
country like China should, such as continuity of policy, quick reaction times 
but to survive, the Party must have checks and balances. Without it, officials 
will be uncontrolled and run wild, which is what we’ve seen this year. 
 
HOST: President, Obama spoke once again about the American dream. Are 
Hu Jintao and other leaders over the next few days going to be trying to sell 
the China dream?  Is it aspirational in any sense? 
 
KUHN: That’s a very good point; I’ve recently explored what the Chinese 
people really believe. What are their values systems? There are different 
views. It started with the socialist, altruistic vision of just giving to the state 
and sacrificing all, the so-called “communist ideal.” But in a market economy, 
that just doesn’t work.  But then, what about the terrible degradation of 
morals? How do you deal with that? Well, some people want to bring back the 
traditional Chinese values of Confucianism, and other people are against that. 
That’s feudalism to them. So there’s great consternation about what are the 
values? To what should people aspire? Hu Jintao and others are trying to 
engender a sense of national pride in order to bring back values that are 
critical, along with those that are needed in a market economy. 
 
HOST: I must ask you; you know Xi Jinping. Is he the right man for the job? 
 
KUHN: Yes, I think he is. I may be prejudiced, but his administrative 
background is very strong – he has run two major provinces, Fujian and 
Zhejiang, and China’s commercial center, Shanghai. Xi Jinping has run the 
equivalent of three middle-sized European countries – 35 to 55 million people, 
GDPs of $300 to 500 billion, And, frankly, it’s not just Xi that we have to 
consider, but it’s all the members of the Politburo Standing Committee. 
Because in China’s collective leadership, all members are equal.  
 
Xi will be first among equals, but we have to look at all the others. By the end 
of the week, we’ll know who they are. I expect most will also have run major 
geographical areas, and that bodes well for China. With a collective leadership 
group, each of whom has run, effectively, a “country” with 50 million people 
and a GDP of hundreds of billions of dollars, you have a group that 
understands the problems China faces. 
 
HOST: Robert Lawrence Kuhn, thank you so much for all those fascinating 
insights. We’ll talk to you again. 

 


