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Fiscal Policy in the Tibet Autonomous Region 
under the Hu-Wen Administration:

Analysts and scholars – including Chinese economists and social scien-
tists – have long been critical of Beijing’s model of development in Tibet 
for its inefficiency and heavy dependence on state subsidies to maintain 
high levels of economic growth.  The state-led strategy for development 
in Tibet was seen to have led to greater structural dependence, un-
dermining the development of the regional economy and exacerbating 
inequalities in society.  In the wake of the unrest of 2008 followed by 
the ongoing wave of self-immolations across the region, many observ-
ers wondered whether the Hu-Wen administration would re-evaluate its 
approach of combining hardline tactics with an aggressive economic 
strategy of high levels of subsidization of the region.  Would the popular 
discontent lead to a shift in policy gears?

Dramatic surge in subsidies in TAR after 2008

A study of fiscal policy in the Tibet Autonomous Region (TAR) from 1990 
to 20121 clearly indicates that there was no reversal in Beijing’s economic 
policy in Tibet after 2008. In fact, an analysis of the government expendi-
ture in the TAR demonstrates only an intensification of its prevailing eco-
nomic strategy.  While state subsidies and investment increased across 
the ten western provinces of the PRC, subsidization surged dramatically 
in the TAR after 2008, reaching levels from 2010 onwards never before 
observed in any other province or in any other period of the PRC.  

In 2010, direct budgetary subsidies from the central government to the 
local government of the TAR exceeded 100 percent of the TAR gross 
domestic product (GDP) for the first time – exceeding even the levels 
reached during the peaks of subsidization during the Maoist period in 
the late 1960s and 1970s.  Thereafter, subsidization continued to surge, 
reaching almost 116 percent of GDP by 2012. These figures do not 
include subsidized investment not financed by the TAR government ex-
penditure, most of which is also likely subsidized. 

Subsidies from Beijing to 
the TAR have reached levels 
never before observed in any 
other province, or in any other 
period of the PRC.

In 2012, direct budgetary 
subsidies to the TAR reached 
almost 116 percent of GDP.

While subsidies have 
increased across the poor 
western provinces, nowhere 
has surge in subsidization 
been as dramatic as in the 
TAR.  
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By comparison, budgetary subsidies to the government 
in Qinghai (another strongly Tibetan province) reached 
44 percent of GDP.  In Guizhou, the poorest province of 
China, subsidies reached 16 percent, while in Gansu, the 
second poorest, they reached approximately 18 percent.  
Subsidies were increasing in these other provinces, but 
nowhere to the extent they were in the TAR.  Unlike in 
TAR, the economies of these other poorer provinces in 
China have slowed as the Chinese national economy has 
slowed. 

TAR meets growth target in 2014

Given the unprecedented flow of subsidies to the region, 
it is perhaps not surprising that the TAR was recently 
announced as the only provincial unit of the PRC to have 
met its economic growth target in 2014.2 The TAR econo-
my grew by 12 percent, precisely on the target set by the 
local government. Since economic activity in the TAR is 
essentially driven by government spending and invest-
ment, the government is able to meet its targeted growth 
rate by simply adjusting the flow of subsidies. However, 
to a large extent much of economic growth in the TAR 
has been an accounting illusion.

In every other province of the PRC – including Qinghai, 
the next most subsidized province after the TAR – eco-
nomic activity is much more a function of the dynam-
ics of local production, mediated by consumption and 
investment demand.  Government spending plays a 
strong role in such demand, but not nearly to the ex-

tent as in the TAR.  Moreover, the role of government 
spending is becoming increasingly complementary and 
counter-cyclical, meaning that the government increases 
expenditure in order to compensate for slow-downs in 
the private sector, as in modern economies elsewhere, 
including the US.  

There is no sense in referring to a counter-cyclical role of 
government spending in the TAR. Government spending 
is the cycle. Sustained high levels of growth in the TAR 
is not surprising, given that the numbers are largely a re-
flection of increasing subsidies from the central govern-
ment. Instead, what is surprising is that the TAR econo-
my has not grown faster. Under normal circumstances, 
the multiplier effect would be expected to generate 
several more yuan of economic activity for every yuan of 
government expenditure. In the TAR, the multiplier effect 
has been negative, in the sense that economic growth 
has been less than the increase in government subsidies, 
especially since 2008.  

Subsidies and trade imbalance in the TAR

In searching for an explanation for the economic inef-
ficiencies observed in the TAR, internal critics of the 
central government’s policies on development in Tibet 
have tended to emphasize an inability to adapt to local 
conditions in the delivery of aid.3 While laudable for its 
cultural sensitivity, this perspective overlooks a more 
fundamental driver of inefficiency:  the growing import 
intensity of the TAR, as a significant proportion of gov-
ernment expenditure and subsidies is spent on imports 
from abroad or elsewhere in the PRC.

The growing import intensity of the TAR is apparent in 
the international trade balance which fell into deep deficit 
each time the government increased its subsidies, reach-
ing a deficit of 71 percent of GDP in 2004 at the peak of 

Net Subsidies as a Proportion of GDP, 1990-2012

Sources: Calculated from CSY 2013, tables  2-14, 9-5 and 9-6, and the equivalent in previous yearbooks.

In 2014, the TAR economy grew by 12 percent -- 
precisely on the target set by the government.  
It was the only provincial unit of the PRC to 

have met its growth target for 2014.  
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of the GDP could reflect, to a greater or lesser extent, 
the consumption of imports from elsewhere in the PRC, 
rather than purely contributions of value-added through 
the local production of goods and services in the TAR.

Subsidies and growing structural dependence 

On a per capita basis, direct budgetary subsidies to the 
TAR were equivalent to 4.6 times the per capita rural 
household income in the TAR in 2012, a ratio that had in-
creased from 0.9 in 1990, to 1.6 in 2000 and then to 4.1 
in 2010. The divergence in the per capita figures serve as 
an indication of the extent to which subsidies have been 
disconnected from living standards of the majority of the 
permanent resident population (which is primarily Tibet-
an). The TAR is therefore exceptional not only because of 
the extraordinary rates of subsidies flowing to the region, 
but also because of the sheer disassociation between 
rapid growth in investment, construction and tertiary 
services on one hand, and sluggish local productive 
activities on the other. 

That said, the minor portion of subsidies that has man-
aged to reach Tibetan rural areas has been large enough, 
given the overall flow, to induce rising incomes and a 
notable degree of local socio-economic transformation.  
The recent surge in intensive subsidization has thereby 
exacerbated the dependence of local Tibetan livelihoods 
on these state strategies, while at the same time inten-
sifying the state-led economic integration of the region 
into the rest of China through externalized patterns of 
ownership and consolidated state control. 

While much of economic growth has been to a large 
extent an accounting illusion, the socio-economic conse-
quences of the growth have not.  Subsidy-driven growth 
has been associated with the acceleration of substan-
tive changes in the socio-economic structure of Tibetan 
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the railway construction in that year, or again to 76 per-
cent of GDP in 2010.  These deficits are likely explained 
by the import of high-tech goods and services related 
to investment projects in the TAR, such as for high-alti-
tude railway construction.  International trade deficits are 
deducted from GDP calculations, whereas they are not 
from government expenditure or investment data.  The 
latter can therefore appear inflated in comparison to the 
GDP data to the extent they are associated with a trade 
deficit. 

The same situation exists between the TAR and other 
provinces of the PRC.  However, it is more complicated 
to calculate because of the breakdown of state control 
over interprovincial trade in the 1980s.  Nonetheless, the 
TAR appears likely to be running a major trade deficit 
with other Chinese provinces, particularly Sichuan, which 
supplies much of the goods and services consumed in 
the TAR.  This deficit has likely been worsening with the 
shift in the economy away from farming and herding, and 
towards urban areas. 

These dynamics are further compounded by interpro-
vincial migration that intensifies the demand for imports. 
Given the lack of data, it is unclear the extent to which, 
if at all, interprovincial trade deficits have been deducted 
from the calculation of provincial GDPs. If they have not, 
then the GDP data would also be inflated by the extent 
of the trade deficit with the rest of the PRC. This implies 
that it is not possible to know the actual level of GDP in 
the TAR, properly calculated. Instead, the reported value 

Provincial International Trade Balance as a Percentage 
of Provincial GDP, 1993-2012

The trade imbalance in the TAR indicates that a 
significant proportion of the government 

expenditure is spent on imports from 
abroad and elsewhere in the PRC. 
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Sources: Calculated from CSY 2013, table 2-20, and the equivalent in previous yearbooks.
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society.  Most fundamental has been the rapid transition 
of the local Tibetan labor force out of the primary sector 
of herding and farming.  This transition has been taking 
place in the Tibetan region at a faster pace than has 
been occurring elsewhere in the PRC, but without the 
productive economic foundations or local political auton-
omy to support these changes as elsewhere.  

Final Remarks

The dramatic influx of subsidies under the Hu-Wen 
administration has greatly increased the dependence of 
local Tibetan livelihoods on urban-centered state devel-
opment strategies, even while intensifying the state-led 
economic integration of the region into the rest of the 
PRC through externalized patterns of ownership and 
consolidated state control.  At the same time, social 
tensions have been exacerbated by the fact that this has 
occurred within a particularly assimilationist context, one 
that often severely disadvantages Tibetans in competing 
for urban employment opportunities, among other social 
and political considerations.

The common argument that the perverse characteristics 
of this subsidy-driven economic model are somehow 
related to marketization diverts attention away from the 
central role of the state in shaping the deeply structural 
nature of these transformations, as well as the poten-
tial for the state to dramatically change the situation by 
adopting a very different approach to its policies in Tibet.    

Such change would need to go far beyond simply in-
creasing cultural sensitivity in the delivery of economic 
development strategies.  The social tensions and ineq-
uities associated with the current economic strategy will 
continue to persist as long as the structures of own-
ership and power in the local economy remain unad-
dressed, and as long as the principles of autonomy that 
were the original foundation for the incorporation of the 
Tibetan region into the PRC continue to be eroded. 

ENDNOTES

1 Fischer, A.M. (2015). “Subsidizing Tibet: An Interprovincial Comparison 
of Western China up to the End of the Hu–Wen Administration.” China 
Quarterly, 1-27.
2 Anderlini, Jamil. “China provinces undershoot GDP targets.” Financial 
Times, 30 January 2015.
3 See discussion in Fischer, A.M. (2014). The Disempowered Development 
of Tibet in China: a Study in the Economics of Marginalization. (Studies of 
the Weatherhead East Asian Institute, Columbia University). 

FURTHER READING

Fischer, A.M. (2014). The Disempowered Development of Tibet in China: 
A Study in the Economics of Marginalization. (Studies of the Weatherhead 
East Asian Institute, Columbia University). Lanham, MD: Lexington (Row-
man and Littlefield).

Fischer, A.M. (2015). “Subsidizing Tibet: An Interprovincial Comparison of 
Western China up to the End of the Hu–Wen Administration.” China Quar-
terly, 1-27. doi: http://dx.doi.org/10.1017/S0305741014001581.  

Fischer, A.M. (2005). State Growth and Social Exclusion in Tibet: Chal-
lenges of Recent Economic Growth (NIAS report, 47). Copenhagen: 
Nordic Institute of Asian Studies Press. 

Sharlho, Tseten Wangchuk (1992). “China’s Reforms in Tibet: Issues and 
Dilemmas.” Journal of Contemporary China Vol. 1, No. 1.

Wang Xiaoqiang and Bai Nanfeng (1991). The Poverty of Plenty. Bas-
ingstoke: Macmillan (translated from the original Chinese version published 
in 1986).

Jin Wei (2010). Tibet Aid and Development (Chinese Edition). Tibet Peo-
ple’s Publishing House.

Subsidy-driven growth is associated with the 
rapid transition of the local Tibetan 

labor force out of the primary sector of 
herding and farming. 

The Tibet Governance Project is a research initiative at 
the Institute for Global and International Studies (IGIS) 
at the George Washington University’s Elliott School of 
International Affairs. This initiative advances new insights 
and perspectives on key issues of governance and public 
policy in contemporary Tibet. 

Tibet Governance Project
Advancing new research on governance and 

policy issues in contemporary Tibet

Institute for Global and International Studies
Elliott School of International Affairs

1957 E Street NW, Suite 501
Washington, D.C. 20052

The findings and conclusions in this research brief are 
those of the author and do not necessarily reflect the 
views of the Tibet Governance Project.

TIBET GOVERNANCE PROJECT RESEARCH BRIEF  |  FEBRUARY 2015  4


