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Can China Become a Consumption Powerhouse?

Asia Times of 26 June 2025 asked this important question. It noted: ‘Generally speaking,
China’s 1.4 billion people sock away (i.e. save) about one-third of income.” One net

conclusion: ‘...without key reforms, citizens will keep savings over consumption’.'

A CNBC report, also of 26 June, said: ‘Chinese Premier Li Qiang’s bold talk of building a
“mega-sized consumer powerhouse” has a serious economic gravity problem.’? It added that
though Li has only been on the job since March 2023, his boss, Xi Jinping, took the reins of
power a decade earlier. Back in 2013, as Xi had pledged to let market forces play a decisive
role in China’s economy, and a key policy priority was to shift away from exports and
investments. CNBC added: ‘Recent data serve as a reminder of how much this aspiration
remains, at best, a work in progress. Chronically weak consumer confidence and spending is

pushing China further and further down the road to deflation’.

That encapsules a paradox: savings are crucial for sustained economic growth, providing the
funds for investments, as much for the individual as for the economy as a whole. But when
savings become too large, overwhelming available investment opportunities, the pendulum
swings, paradoxically, in the other direction. For instance, an excess of savings might prompt
over-investment in real estate, to the point where supply of housing is out of kilter with the
demand from the population. That freezes the property market — no one wants to sell at a loss,

especially with few secondary buyers. That has been the crux of China’s housing oversupply.

Given China’s institutional structure, that produced losses for local governments; they had
offered an excess of land parcels to the real estate sector, only to see them go broke. That
undermined the financial health of local governments, who demanded relief from the Central
authorities. In a word, blockage or crisis in one major sector produces a cascading effect for

the entire economy.



In contrast, a boost in consumer demand for goods that are physical, or even in consumer
services (be it beauty treatments, health spas, or foodstuffs in restaurants), directly spills into
the connected sectors, creating demand for other manufactured products, services and
delivery systems, all of which produces ripples of economic growth across the entire

economy, as also in tax collection. Those income streams feed into the public sector.

This situation is not limited to China. The South China Morning Post said: ‘...the Council on
Foreign Relations points out that “the combined savings of China, Japan, Korea, Taiwan and
the two city-states of Hong Kong and Singapore is about 40% of their collective GDP, a 35-
year high. No other region of the world currently contributes more to the global glut in

savings that has brought interest rates around the world down to record lows.’

This is basic ‘Economics 101° — the very foundation of national, and global economic
systems. We need to remind ourselves of these truths, simply to stress that economic systems
at all levels, the household, the community, the nation, and the global system, are a composite
whole; each segment depends upon and sustains the health of the others. The turmoil in
global trade that President Trump has unleashed since January 2025 morphs into hard choices

for China and others; the US is not excluded from the backlash.

China’s C-919 Passenger Aircraft

On 26 June 2025, South China Morning Post held a webinar on China’s first commercial jet
airline aircraft, a single aisle C-919, now in service within China with three airlines for about
a year, and its future prospects.! ‘Comac’ is the Chinese company, manufacturing and
assembling this single aisle passenger plane. Combining the components, it is responsible for
passenger safety. With this China is becomes the first Asian manufacturer in this genre,

joining Brazil as the only other Global South country producing civil aviation aircraft.

The jet engines are made by the Aero Engine Corporation of China, but the plane is less fuel

efficient than those made in the West.

The speakers alluded to manufacturing bottlenecks, which makes China depend on an
external supply chain. A wide-body C929 is under development. They held that the focus is
on deploying the C919 in the domestic market to gather experience, also proving reliability to
potential foreign customers. There is expectation that first foreign orders may come in around

2026; Southeast Asian countries could be the first customers. One panellist felt that orders



may also hinge on certification in Europe. The current turmoil in aviation is another factor

that will impact on the entry of new manufacturers.

Developing Brands

China has been remarkably successful in creating brands, in low-cost consumer products that
have become enormously popular in foreign countries, and in whimsical items like its
‘Labubu’ doll. Then there are clothing labels and sellers that have built global reputations.
Examples: AliExpress, Shein, and Zaful. None of these involve high technology, even though

most of them deploy super-efficient production lines.

We should ask why global brands do not develop out of India, which might appeal to the
mass market across the world. Niche brands are also nice, be it in new coffee types, or other
‘exotic’ products that originate in India, but they do not rake in the moolah. And in the end,
what this involves is not discussions and seminars, or erudite writings, but Indian
entrepreneurial action, by established manufacturers and new movers. We mustn’t be

satisfied with high-tech ‘Unicorns’ number (startups with a billion dollar valuation).

Population Dynamics: China, India and Japan

In 2024, China’s population shrunk for a third consecutive year. The number of babies born
that year rose slightly, from 9.02 million in 2023 to 9.52.° Enrolment in pre-school shrank by
5 million; 170, 000 preschool teachers lost jobs. This is a direct consequence of continuing
fall in China’s ‘Total Fertility Rate’ (TFR), which began to decline over 30 years back. And
the trigger was China’s ‘One Child Policy’ that officially commenced in the early 1980s, but

actually began a decade earlier.’

Japan also faces a deep crisis. ‘The number of births in Japan fell below 700,000 for the first
time in 2024...(to) 686,061 births, down 41,227 year on year, marking a record low for the
ninth year running. The total fertility rate... fell by 0.05 points to a new low of 1.15°.” That
article added that in 2024 there was a marginal rise of around 10,000, in the number of

marriages, but its TFR fell to 1.15, lower than expected.

Financial Times wrote on 12 June 25. “Young people tend to think that marriage and child

rearing or not cost effective, and not worth the effort”.® That same theme featured in the



column ‘Drum Tower’ in The Economist of 17 June 2025%; it wrote about virtual bots that are
used by millions of young Chinese men and women as companions for intensely personal
conversation, in effect as a substitute for real life peer group contact. It added: ‘Loneliness is
a contributing factor, too. In 2024 the average Chinese spent just 18 minutes per day
socialising, while internet use soaked up five-and-a-half hours daily. The number of new
marriage registrations in China more than halved to 6.1 million from 2014 to 2024, a record

b

low’.

The net effect in China is a fall in the total population, and simultaneously, a sharp rise in the
‘dependency ratio’, the percentage of the population that is either too young to work, or is too

old to work.

Contrast that with India, where the population is estimated to have reached 1463.9 million,
said the UN demographic report, ‘State of the World Population 2025: The Real Fertility
Crisis’.'" Reporting this, The Hindu wrote: the country’s total fertility rate (TFR) has declined
to 1.9, falling below the replacement level of 2.1." It added: ‘The demographic indicators in
the United Nations Population Fund report for 2025 are close to India’s own projection of its
population published in 2019 by a technical group of experts. Their projections: India, as of
2025, had a population of 141.10 crore. The numbers will be clarified in the next census, now

under implementation.

That fall in the TFR will manifest itself in a significant slowdown and a downturn in the total
population only around the mid-2040s, when the lower number of youth reach maturity.
Thus, India faces an expanding population, albeit at a slowing rate, for the next 20 years.
Then the population will begin to fall, in absolute numbers. That’s a hard truth for our policy

planners.



References

Pesek, William. 2025. Will China Finally Become a Consumer Powerhouse?, Asia Times, 26

June, https://asiatimes.com/2025/06/will-china-finally-become-a-consumer-powerhouse/.

Cheng, Evelyn. 2025. China’s Li Urges Not to Turn Trade into a Political or Security Issue,

CNBC, 24 June 2025, https://www.cnbe.com/2025/06/25/chinas-li-urges-not-to-turn-trade-
into-a-political-or-security-issue.html.

3 Lo Hoi-ying. 2025. Hong Kong’s Strengths Lie in Bridging East, West Amid Trade War:
Finance Chief, South China Morning Post, 25 June, https://www.scmp.com/news/hong-

amid-trade-war-says-finance-chief.

4 Shen Xinmei. 2025. China’s Aviation Ambitions: Experts Discuss the C919’s Global
Aspirations and  Hurdles, South China  Morning  Post, 26 June,

https://www.scmp.com/tech/tech-trends/article/3315984/chinas-aviation-ambitions-experts-

discuss-c919s-global-aspirations-and-hurdles.

> The Times of India. 2025. China Populations Shrink for Third Year Even with More Babies
Born, 17 January, https://timesofindia.indiatimes.com/world/china/china-population-shrinks-

for-third-year-even-with-more-babies-born/articleshow/117317118.cms.

6 Rana, Kishan S. 2024. Third Plenum of the CPC Central Committee; Demography
Imperatives; US Presidential Elections, China-Watcher Notes, /CS Analysis, August, CWN
No. 3.

7 Nippon.com. 2025. Births in Japan Fall Below 700,000 for the First Time in 2024, 5 June,

https://www.nippon.com/en/japan-data/h02429/.

Lewis, Leo. 2025. Japan Urged to Use Gloomier Population Forecasts After Plunge in Births,
Financial  Times, 11 June, https://www.ft.com/content/1e7298ee-297f-41{4-b769-
aal5f43a08d9.




The Economist. 2025. Cash for Kids: Why China is Paying Women to Have Babies, “Drum
Tower”, 17 June, https://www.economist.com/podcasts/2025/06/17/china-needs-more-babies-

will-cash-for-kids-schemes-help. (Material from The Economist is behind paywalls).

United Nations Population Fund. 2025. State of World Population 2025: The Real Fertility
Crisis — The Pursuit of Reproductive Agency in a Changing World, State of World

Population, https://www.un-ilibrary.org/content/books/9789211591576.

The Hindu. 2025. India’s Population Reaches 146.39 Crore, Fertility Rate Drops Below

Replacement Level: UN Report, 11 June, https://www.thehindu.com/news/national/indias-

population-reaches-14639-crore-fertility-rate-drops-below-replacement-level-un-report/

article69679518.ece.



About the Author

Kishan S. Rana has an MA in Economics from St. Stephens College, Delhi. Joining the
Indian Foreign Service in 1960, he learnt Chinese at Hong Kong; served at the Indian
Embassy in China (1963-65, 1970-72). After 1975, Ambassador/High Commissioner to
Algeria, Czechoslovakia, Kenya, Mauritius and Germany; served on PM Indira Gandhi’s
staff (1981-82). Professor Emeritus, Diplo Academy, Malta and Geneva; Emeritus Fellow,
ICS, Delhi; Archives By-Fellow, Churchill College, Cambridge; Public Policy Scholar,
Woodrow Wilson Centre, Washington DC. Guest faculty, Diplomatic Academy, Vienna
(2011-18); Commonwealth Adviser, Namibia Foreign Ministry (2000-01). Authored and
edited 14 books (two translated into Chinese); Inside Diplomacy (2000); Asian Diplomacy
(2007); Diplomacy of the 21" Century (2011); Churchill and India: Manipulation or
Betrayal? (2023); Diplomacy at the Cutting Edge (2016) (on the internet, free download).



ICS ANALYSIS Back Issues

Issue No.
Month

Title

Author

No. 156 | Jul 2025

Unpacking the 2025 National People’s Congress:
Innovation, Rural Trends, Women’s Roles, and
Market Trust

Anand P. Krishnan,;

Ritu Agarwal;
Rityusha Mani Tiwary;
and, Usha Candran

CWN No. 5| Jan 2025

Chinese Migration to the Western World; India’s
Experience; The US and China, Horizon 2025; BRI in
2024

Kishan S. Rana

CWN No. 4 | Nov 2024

Premier Zhou Enlai: Role and Relevance; China’s
Economic and Technology Achievements and
Permanent CPC Rule; A China-Canada Story

Kishan S. Rana

CWN No. 3 | Aug 2024

Third Plenum of the CPC Central Committee;
Demography  Imperatives; US Presidential
Elections

Kishan S. Rana

No. 155 | Aug 2024

In Memoriam: A Tribute to Jiang Ping’s Nahan

Debasish Chaudhuri

CWN No. 2 | Jul 2024

China-Russia Ties; The Diaspora under Pressure; the
Uyghur, Abroad and at Home; Snippets

Kishan S. Rana

CWN No. 1 | Jun 2024

China’s University Entrance Exam: The Gaokao; The
Global Electric Vehicle Race; Hukou Reform

Kishan S. Rana

No. 154 | Oct 2023

The 10th Anniversary of China’s ‘Belt and Road Initiative’
(BRI): Where is it Headed?

Kishan S. Rana

No. 153 | Sept 2023

Media Censorship and “Queerness” in China

Chitra Nair
No. 152 | Jul 2023 | Increasing Bride Price in China: An Unresolved Agenda Snigdha Konar
No. 151 | Jul 2023 Bipartisan thtlcal Brlpkmanshlp Leaves U.S. Debt Hemant Adlakha
Crisis on Ventilator for Two Years




PRINCIPAL SUPPORTERS TO ICS RESEARCH

FUND

GARGI AND VIDYA PRAKASH 2 Indian Council of
DUTT FOUNDATION ) Social Science Research

JAMNALAL BAJA]

TATA TRUSTS

FOUNDATION

ICS PUBLICATIONS

(5

\u ONOGRAIH

RANSLATIONS ' ' ORKING
PAPER

A short brief on a topic of Platform for ongoing research of Opinions from scholars, Draft paper of ongoing research Authored by the faculty, also
contemporary interest with policy- the ICS faculty and associates commentators and analysts emerging from research projects

related inputs

China Report

A Journal of E: idies

& international conferences

In its 60" year, China Report is a refereed journal in the field of social sciences and
international relations. It welcomes and offers a platform for original research from a
multidisciplinary perspective, in new and emerging areas, by scholars and research
students. It seeks to promote analysis and vigorous debate on all aspects of Sino-Indian
relations, India-China comparative studies and multilateral and bilateral initiatives and
collaborations across Asia.

China Report is brought out by Sage Publications Ltd, New Delhi.

Editor Sabaree Mitra
Associate Editor Rityusha Mani Tiwary
Assistant Editor Anand P. Krishnan
Book Review Editor Vyjayanti Raghavan

Assistant Book Review Editor Shruti Jargad

INSTITUTE OF CHINESE STUDIES
B-371 (3rd Floor), Chittaranjan Park,
Kalkaji, New Delhi 110019 f @icsin_delhi > InstituteofChineseStudiesDelhi

Landline: +91-11-40564823

info@icsin.org

@icsdelhi m InstituteofChineseStudiesDelhi

YW ics_delhi
https://www.icsin.org




	Premier Zhou Enlai: Role and Relevance; China’s Economic and Technology Achievements and Permanent CPC Rule; A China-Canada Story
	In Memoriam: A Tribute to Jiang Ping’s Nahan
	China-Russia Ties; The Diaspora under Pressure; the Uyghur, Abroad and at Home; Snippets
	The 10th Anniversary of China’s ‘Belt and Road Initiative’ (BRI): Where is it Headed?
	Media Censorship and “Queerness” in China

