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Social Security for Economic Growth

Sophomore, Faculty of Economics

Wataru Hagio

China's economic growth has come along with increasing social disparities. In
»

order to make the shift to a “Demand-Driven Economy”, the country needs

structural reforms resulting in a social security system that benefits all.

1. Introduction
According to the CHINA2030 report, published by The World Bank in 2012, China

must change from an “Invest-Driven Economy” to a “Demand-Driven Economy” in

order to maintain its economic growth and develop a balanced society in the
medium-to-long term. In the process of joining the ranks of the world’s high-income
countries, China has to avoid the so-called “middle-income trap”, whereby countries
lose their competitive edge in the export of manufactured goods due to rising wages. In
order to respond to the coming new challenges and avoid this danger, China needs to
consider implementing structural reforms that try to establish a sound social security
system in order to achieve a “Demand-Driven Economy.”

The Chinese students that I encountered during our discussions at Renmin
University of China had no great interest in social welfare, while they were really
enthusiastic about the economic growth of their country. However, since the social
disparities that have been growing in the midst of China's rapid development during
the past several decades are already severe, it is difficult to pursue high economic
growth without considering social welfare. This report will focus on the role of social
security in the current gap-widening society of China and the future perspectives on

social welfare reforms in this country.

2. Widening social gaps in China

Currently, social inequality in China is rapidly rising and has reached a stage
which might be considered serious, even by world standards. The following are the four
aspects which would be helpful in recognizing the present situation of ever-widening

social gaps.

57



2.1 Severely widening income disparities

The Gini coefficient is the most commonly used measure of inequality. It is a
measure of statistical dispersion intended to represent the income distribution. A Gini
coefficient of zero expresses perfect equality and a coefficient of one represents
maximum inequality among the values in the distribution. There exist no official
statistics of China’s Gini coefficient. Although many experts have different views on
this indicator, it is generally estimated that China’s Gini coefficient is approximately
between 0.4 and 0.6. Some reports, such as the report by the Peking University
Institute of Social Science, even argue that China's Gini coefficient for family net
wealth amounted to 0.73 in 2012.

It is generally claimed that societies that have a Gini coefficient of more than 0.40
are at increased risk of widespread social unrest, which suggests that China is in a
serious condition regarding its widening social gaps. Other experts point out that a
Gini coefficient of 0.73 is approximately equivalent to the income inequality levels
during the Taiping Rebellion which occurred at the end of Qing Dynasty, and are
apprehensive about a possible social upheaval. Taking into account that, during the
period from the Yellow Turban Rebellion up to the Taiping Rebellion, it was the
dissatisfaction of the farmers that transformed the Chinese society, the current
widening income disparity is a grave issue that cannot be ignored.

In addition, the same report by the Peking University Institute of Social Science
Survey found that about a third of the country's wealth is now concentrated in the
hands of 1% of its citizens while the poorest quarter of Chinese citizens own only 1% of

the country's wealth. This data also highlights the severe economic gap in China.

2.2 Dualistic social security system

China’s social security system is chiefly comprised of six systems; 1) social
insurance, 2) social relief, 3) social welfare, 4) military pensions (benefits to the soldiers
and their families), 5) social assistance, 6) personal installment savings. The first of
these, social insurance, consists of five elements—pensions, medical insurance,
unemployment insurance, work-related injury insurance, maternity insurance—and is
the core of China’s social security system.

If we look at the changes in China’s social security system after 1949, we can see
that social insurance did not exist in rural areas until in the 1990s. Even though social
relief, military pensions and social assistance theoretically covered rural inhabitants,
in reality there was no universal coverage. Social welfare was originally mainly

provided to companies in urban areas and did little to benefit the rural population.

58



Furthermore, although people in rural areas also had the right to participate in the
personal installment savings system, in practice they very rarely did so and it was
mainly the wealthier urban population that could effectively benefit from this system.
Also, it was not until 1992 that that a public pension system was created in rural areas.
However, this pension system has failed to function properly in real terms because of

the many problems it involves.

Table: China’s Social Security System- Variety and Participation

Variety Target

1) Social Insurance Urban inhabitants (+ only a few rural
inhabitants)

2) Social Relief Mainly urban inhabitants (+ only a few

rural inhabitants)

3) Social Welfare Urban inhabitants only

4) Military Pensions Mainly urban inhabitants (+ only a few

rural inhabitants)

5) Social Assistance Mainly urban inhabitants (+ only a few

rural inhabitants)

6) Personal Installment Savings Virtually urban inhabitants only

Source: Wang Wenliang. 2008. Modern China; Society and Welfare
Also, China’s family register system divides its citizens into urban-registered and
rural-registered people based on their birthplaces and families. Among the country's
population of more than 1.3 billion, it is estimated that 0.9 billion people have a rural
register. Rural inhabitants are an overwhelming majority and live severely poor lives.
One of the biggest reasons for this economic gap is the distorted social security system
which separates rural from urban areas, and perpetuates the disparity regarding the

distribution of resources and benefits.

2.3 Disparities between urban and rural inhabitants

There have always been disparities between rural and urban areas owing to the

dual social security system in China and those gaps have been growing constantly over
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the last two decades. According to the Wang (2008), the per capita net income of rural
residents was 398 yuan in 1985, and reached 3,387 yuan in 2006, whereas the per
capita disposable income of urban residents increased from 739 yuan to 1,1759 yuan
during the same period. The income differential between urban and rural dwellers has
seen a trend of gradual expansion: comparing the per capita disposable income of urban
and rural residents, there was a 3.3-fold disparity in 2006, which is much worse than
the 2.56-fold disparity in 1978.

Two more things have to be taken into consideration here. First, although the same
term—"income”—was used above, the income of rural residents is actually “net income,”
which is revenues minus production costs, and this annual “net income” is used in
paying taxes, and also for purchasing agricultural materials for the next year. In
contrast, in the case of urban residents we have “disposable income,” from which
income tax and social insurance premiums are already subtracted. Second, a wide
variety of benefits such as medical care, pensions, housing and education are
institutionally guaranteed to urban inhabitants, while rural residents do not have the
right to receive those kinds of benefits and have almost no choice but to deal with
various problems relying only on their own efforts. These two important details do not
appear in the statistical data and, when properly considered, would show the

disparities between urban and rural areas to be even larger.

2.4 Placing a higher priority on economic growth than on expanding disparities

China has achieved rapid economic growth over the last three decades and Wang
(2008) points out several reasons why the Chinese government has to rely on high
growth so heavily.

The first reason is having to secure employment opportunities. In China, a huge
number of new workers enter the labor market every year even only in urban areas,
while the population will continue to increase at a pace of about 10 million people per
year. The government has to promote the re-employment of unemployed and
furloughed workers as well as to provide a workplace to new entrants. Under these
circumstances, even a slight decrease in the rate of economic growth could possibly lead
to social unrest. In the view of the National Bureau of Statistics of China, a one percent
increase in China’s GDP would contribute to the creation 700,000 or 800,000 new jobs
in China. An economic growth rate of 7% would result in new jobs for 5 to 5.6 million
people, and conversely, a decrease in the rate of economic growth would mean millions
more unemployed people.

The second reason is to attract foreign capital investments. As a matter of course,
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places where the rate of economic growth is stagnant or negative are unattractive to
foreign investment. Although it would be ideal for China to reduce its reliance on
foreign capital investment and try to achieve a domestic “Demand-Driven Economy,” it
still needs foreign capital for the maintenance of a high economic growth for the time
being. Thus, it is especially important for China to retain a constantly good investment
environment.

The third reason is that it is vital for Chinese Communist Party executives to
demonstrate good performance. In China, local governors are evaluated by the central
government, and this evaluation exerts an absolute influence on their careers and
possible promotion. Economic growth rate is the most crucial indicator in this
evaluation by the central government. Hence, local governors also cling to the idea of
the supremacy of GDP.

However, there is no guarantee that economic development would lead to a fair
income distribution. Rather, the people who enjoy the benefits of economic development
in China are small in number and consist mainly of urban inhabitants, and, as a result,
income differentials have been steadily increasing. In general, economic development
in developing countries takes place by shifting labor and capital from the agricultural
sector where productivity is relatively low toward the industrial and service sectors
where productivity is relatively high. Of course, the agricultural sector grows too but its
growth rate is overwhelmingly slow compared to the non-agricultural sector. Thus, as
economic development proceeds in China, the disparities between the agricultural
sector and the non-agricultural sector would spread rapidly, and consequently farmers
would become relatively impoverished. In addition, the country's 0.9 billion rural
inhabitants, as categorized by the national register policy, are treated differently from

urban inhabitants, which results in a further increase in social inequality.

3. The role of social security

This section will focus on what kind of roles the social security system plays in

China against the background of expanding social disparities.

3.1 Correcting inequalities through income redistribution

One of the major effects of social security from an economic point of view is income
redistribution, while its goal is to reduce national disparities by redistributing income
among individuals and households when a fair distribution cannot be realized through
market mechanisms. In developed countries, social security systems have contributed

greatly to rectifying income differentials. For instance, the "Income Redistribution
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Survey (2011)" conducted by the Japanese Ministry of Health, Labor and Welfare shows
that the original Gini coefficient for all households was 0.5536, whereas the same
coefficient after income redistribution was 0.3791, which clearly illustrates that income
redistribution in Japan significantly helps towards increasing income equality. The
degree of improvement of income disparities can be divided into two parts:
improvement by taxation and improvement by social security; according to the
aforementioned survey, the respective improvement ratios were only 4.5% for the
former, while as much as 28.3% for the latter. We can see therefore that social security

contributes much more to correcting income disparities.

3.2 Preventing poverty by diversifying and alleviating risks

According to Oshio (2005), social security has two aspects regarding social risk.
One of its functions is risk diversification, which means that the whole society is better
prepared for various types of economic risk that individuals cannot deal with and
cannot assume responsibility for. The other aspect is risk alleviation, which reduces the
possibility of the risks themselves turning into actual reality. For example, social
insurance disperses risks such as sudden illnesses, while social investment in public
health lowers the probability of people becoming sick. Social security inherently has an
antipoverty function by distributing risks which would otherwise lead to

unemployment and disasters.

3.3 Social stability and expansion of consumption

Social security helps stabilize a society by correcting gaps through income
redistribution and by preventing poverty through the mechanisms of risk dispersion
and alleviation. It is clear from the example of the Arab Spring in 2011 that large social
disparities and severe poverty could lead to social and political unrest. In that case,
serious economic gaps, dictatorships and political oppression drove people to start riots
which turned into massive political upheaval. In addition, stabilizing societies has
another side that simultaneously promotes an increase of consumption. According to
the report CHINAZ2030 published by The World Bank, it is claimed that people tend to
save much more money more necessary in preparation for future hard times and
therefore consumption does not expand. This is especially true of rural inhabitants who
do not have the right to receive most of the social benefits. Hence, it could be greatly
beneficial for expanding domestic demand to extend those rights to rural residents, to
inhibit excessive saving by alleviating risks, and to encourage private consumption.

Since the expansion of domestic demand is essential for sustainable economic
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development, it is important to revise the social security system in trying to achieve

economic growth.

4. Challenges confronting social security: Gaps through income redistribution

Though there are no official statistics such as an “Income Redistribution Survey,”
China’s social security system does not contribute to the correction of income
disparities, as we saw from the example of the dualistic structure between urban and
rural areas. On the contrary, the current system actually works to widen the gaps. The
amount of social benefits that rural inhabitants are able to receive is much less than
the benefits that people in cities can receive because the social security system is not
implemented as well in rural areas. In this section, I will focus on the relationship
between the pension system and the widening social gaps.

China’s pension system is roughly classified into four types according to the
recipients: government workers, urban enterprise employees, rural residents and
urban residents. Among all recipients, government workers receive the highest benefits
while urban enterprise employees receive the lowest and this public-private gap has
been regarded as a problem because the burden of insurance premiums and the amount
of pension benefits are considerably different between the two sectors. As for the
burden of insurance premiums, government workers are exempt from payments while
urban enterprise employees’ own share of the payment is 8 percent and their companies’
share of the payment is 20 percent. At the same time, government workers receive
about 80-90 percent of their wages prior to retirement in the form pensions, whereas
urban enterprise employees receive only about 40-50 percent, which is still much
higher than what rural residents get.

Although the public pension system covering rural residents was introduced in
1992, it was not legally binding and was for the most part left up to the local
government. As a result, areas where the public pension system was working normally
are very limited, while the pension payments elderly people in rural areas can receive
through are extremely small. According to Wang (2008), in 2003, even though pension
benefits were paid to 1.97 million people across the country, the amount of benefits per
capita was only 492 yuan a year. This amounts to less than 20 percent of the net income
of rural inhabitants per capita (2,622 yuan). More precisely, the amount of benefits per
capita was 41 yuan a month, and 1.37 yuan a day. This means that in reality the public
pension system in rural areas does not work at all. As seen above, because of the
private-public gap in urban areas, and the desperate disparity between urban and

rural areas, income redistribution which should in theory contribute to the correction of
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social gaps increases them even further in China's case.

5. Future prospects

It is a pressing challenge for China not only to correct the social gaps that have
been progressively widening, but also to establish a fair and adequate social security
system in order to stabilize its society. The Chinese government, of course, understands
the gravity of these problems and has already initiated various reforms such as the
reform of the family register system. However, no remarkable progress has been
observed so far.

As claimed repeatedly in the CHINA2030 report, it is urgent to enhance the social
security system which enables people to increase their private consumption by
alleviating risks in order to join the ranks of the world’s high-income countries while
avoiding the “middle-income trap.” Specifically, the Chinese government needs to better
defend the rights and interests of the country's rural inhabitants, to improve the
insurance system, and to establish a fair and universal pension system.

China has undoubtedly become wealthier than before by virtue of its rapid
economic growth and many people have begun to live happier lives. In fact, Beijing and
Shanghai, which we visited during our research trip, were really big cities filled with
tall buildings and equipped with decent public transportation. It is true that we could
not visit poor villages, and it is too simplistic to judge everything from my impressions
of the three major cities that I visited. Still, it was obvious that China has become much
richer compared to before.

On the other hand, economic disparities are still on the rise. Social inequality will
not only be left unimproved but will likely get even worse unless the Chinese
government takes active steps to implement reforms. From this viewpoint, we can say
that the China of today is a society where the rich are growing richer and the poor still
poorer. If the benefits of high economic growth are enjoyed by only a small group of
well-connected and privileged insiders and do not actually do much good for the rest of
the Chinese people, among which are also ethnic minorities longing for independence,
those who have been oppressed would become more and more dissatisfied. The
important thing is that the single-minded pursuit of economic growth is merely a way
of making the whole pie bigger and has nothing to do with slicing it fairly. This is why,
rather than simply trying to achieve a high growth rate, China would be much better
off to devise and introduce structural reforms in its social security system which would

make it possible to share the fruits of growth among broader swathes of society.
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China’s Progress Towards the Reformation of the Household
Registration (Hukou) System
Sophomore, Faculty of Economics
Kouta Ikkatai

Household registration system is the core of Chinese social security system.
Registration reform is being conducted by the Chinese government, which intends to

Increase domestic consumption by improving the living standard of immigrant workers

1. Social security and economic growth
As is indicated in CHINA2030, a report published by the World Bank, the Chinese

economy has to gradually shift from investment-led growth to consumption-led growth.

However, in order for the Chinese economy to achieve consumption-led growth, a good
social security system, which is essential to boost domestic demand, will have to be
constructed.

One of the important functions of a social security system is to redistribute income
and inevitable risks such as illness and unemployment. Social security plays a great
role in preventing sudden declines in domestic consumption as a whole. Let me take the
example of Japanese health care system to indicate how social security works in society.
Under the Japanese health care system, which everyone is expected to join, regardless
of the possibility of his or her getting ill or injured, the part of the cost a patient pays for
a hospital will be covered by health insurance.

In this case, it can be said that a kind of income redistribution is realized through
the health care system, from people less likely to get ill to people more likely to fall ill.
The health care system is important in the sense that it prevents people who happened
to get ill from getting caught in the poverty trap, therefore reducing the number of
people suffering from poverty. Without a social security system, more people would
suffer from poverty, which would eventually result in nationwide consumption being
decreased.

The reason why I emphasize the role of social security is that building a sound
social security system will lead to a stable increase in domestic consumption and,
eventually, consumption-led growth can be realized on this foundation. On the other
hand, it is pointed out that there is much to be improved in the current social security
system in China. This report aims to focus on the problems of the household

registration system (Hukou system) in China, and then deal with the problem of
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registration reform, recently tackled by Chinese government.

2. Problems of the Hukou system

What is symbolic of Chinese social security is its peculiar household registration
system (the so-called "Hukou" system), which divides people into urban and rural
household registration based on their birthplace.

After the reform and open door policy, China saw a sharp increase in the number of
immigrant workers, who moved from rural areas to work in urban areas whose
economy was rapidly growing mainly due to investment from foreign companies. What
was behind this rapid flow of immigrant workers into cities was that they sought jobs in
cities whose level of average income was said to be about three times as large as that in
rural areas. Immigrant workers, often working for factories or construction sites in
urban areas, have been one of the driving forces of Chinese economic development. In
China, people are classified into urban and rural household registration according to
where they were born, and people enjoy social security based on which kind of
household registration they have. Traditionally, people registered in rural areas cannot
enjoy the same social security as urban habitants, for the historical reason that, in
many cases, farmers working in rural areas have their own land as a means to produce
foods, so they were thought to be less likely to face an emergent need of financial help
from the government than urban workers who have to work with almost nothing in
their hands.

This two-dimensional household registration system has acted as a kind of brake
on the rapid inflow of population from rural area into urban areas but, on the other
hand, there has been a problem that immigrant workers from rural areas cannot enjoy
sufficient public services because of their rural household registration although their
lives are financially harder than urban citizens. Moreover, the rate of enrollment in
public insurance by immigrant workers is relatively low, and they often have difficulty
finding a new job compared to ordinary urban inhabitants, which means they are likely
to face long-term unemployment.

It is estimated that there are approximately 140 million immigrant workers
working in urban areas, and the problem of poverty that immigrant workers suffer is
getting more and more social attention. I want to emphasize that the two-dimensional
social security system that divides people into urban and rural household registration
is at the root of this problem. Unless the Chinese government succeeds in providing
immigrant workers with a minimum living standard and improving their level of

income, nationwide domestic demand will not increase and consumption-led growth
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cannot be realized.

3. Registration reforms by the Chinese government

In China, the number of people living in urban areas exceeded that in rural areas
in 2011, and the Chinese city population has been rapidly growing. Also, it is projected
that by 2020, 60 percent of China's 140 million population will consist of urban
residents. The Chinese government projects that 100 billion people will inhabit urban
areas in 6 years by encouraging more people to move there. With its society becoming
more and more urbanized, the Chinese Government recently started to reform its
household registration system in order to establish a fairer social security system in
which every person enjoys secure public services. The Chinese Government is gradually
abandoning its restrictions on getting an urban household registration for immigrant
workers who previously could not enjoy it.

To begin with, the government is gradually granting urban household registrations
to people working in relatively small cities. However, in large cities, the restrictions
regarding the acquisition of an urban household registration are expected to persist, so
the right to obtain an urban household registration will be mostly limited to people
living in relatively small cities. For example, in big cities with population of more than
50 million, preference is given to those have graduated from college or have experience
of studying abroad. There are still barriers to getting an urban household registration.
One of the reasons why the government hesitates to make radical registration reform is
that it fears a sudden inflow of a number of people into cities, which will lead to social
disorder. The government is concerned that too radical a reform will cause migrant
workers to flood into cities, making the supply of public services and housing unstable.
Also, some people who have lived in urban areas with an urban registration show
concerns that this reform will invade their privileges as urban citizens, which they

have enjoyed until now.

4. Challenges to be overcome by the Chinese government

Although the registration reform is being conducted by the Chinese Government,
there still remains much to be done to realize a more stable social security system.
According to research conducted in some of the areas where the government has
started to carry out tentative registration reforms, 90 percent of immigrant workers
living there answered that they do not want urban household registration. Many people
who have already been granted urban household registration are those who were forced

to move to relatively small cities near their home villages, after being robbed of their
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land by the government.

There are also many immigrant workers who are reluctant to acquire urban
household registration for fear of getting deprived of their own land. These immigrant
workers feel that the privilege of having their own land is more important than the
advantages that they would get by acquiring an urban household registration, such as
the right to receive better health care and a pension. There exists a concern that if they
lose the right to have their own land due to registration reform, they have nothing to
rely on when they find their lives in cities harder. However, if this reform does not end
with success, the social situation in which immigrant workers have to live unstable
lives due to the lack of social security available to them does not improve, while
improving the living standard of immigrant workers is essential in boosting the
nationwide economy. The Chinese Government has to conduct the reform carefully,
explaining the importance of this reform and social security to its people. The big task
that the Chinese Government has to perform is to try and implement the reform
successfully in both small and large cities without causing social unrest.

The problem of finance should not be ignored, either. The cost of social welfare is
expected to increase in cities with the expansion of public services, which means more
sources of income will be needed to sustain the new social security system. Particularly,
local governments, whose source of income is relatively small, will have to rely on
financial aid from the central government to support its expanding public services and
the problem is how this source of money can be secured. Even if the gap among people
living in a city is successfully reduced in terms of social security, it is possible that the
gaps of public services between small cities and large cities such as Beijing and
Shanghai will show up as another new problem. It may be relatively easy for
immigrant workers to settle in small cities, but they are hardly welcome in
metropolises with a population of more than 50 million. If the gaps within a city
disappear but people suffer from a new gap of public services between small cities and

big cities, this reform would be just nonsense.

5. Conclusion

In this report, I have focused on Hukou system, which is the core of Chinese social
security system, and the registration reform being performed by the Chinese
Government from the perspective that building stable social security is necessary to
realize consumption-led growth. Chinese social security system based on household
registration that divides people into urban and rural household registration is often

blamed for preventing flow of people from rural areas to urban areas. Chinese
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government recognizes that household registration system should be reformed to
realize more stable social security, and is trying to work out this reform. However, it is
not so easy for the government to accomplish this policy, in which 100 million
immigrant workers have the right to be grated urban household registration. Also, as I
mentioned above, there exists fear that the public services will be varied depending on
which city people choose to live in, because of the difference in financial scale among
cities. However, in the course of turning from the investment-led economy into a
consumption-led economy, the provision of the social security system for the immigrant
workers in urban areas will become crucially important because it is those workers who
are going to have the potential power to support the country’s economy. The increasing
urbanization of China will make the government face and tackle not only registration
reforms but also many other issues including financial problems, the gap between
urban and rural areas, and others. In this report, I have focused mainly on the
problems of Hukou system, but I also realized that the current problems of China will
not be solved by simply qualifying immigrant workers for urban household registration.
In the long term, it will be necessary to establish a social security system which covers
the entire Chinese citizens equally, even though it may be difficult to make it as
comprehensive as the universal health insurance system of Japan. Finally, in the next
few decades, if the Chinese Government succeeds in improving immigrant workers’
standard of living, boosting the country’s domestic consumption, and expanding its
domestic demand, China will be able to move ahead toward a realization of a stable

economic growth.
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The State and Future of Online Business in China
Sophomore, Faculty of Economics
Toshiki Iizuka

Online businesses in China have developed very rapidly in the last few years, and have
contributed to the expansion of domestic demand. There are still many restrictions on
Internet use in this country, but in the near future China will no doubt be in the

vanguard of online business in the world.

1. Avoiding the “Middle-income trap”
The CHINAZ2030 report, published by the World Bank and the Development
Research Center of the State Council of China, says that the country faces the

possibility of falling into a “middle-income trap” while trying to make a transition from

1

a middle-income to a high-income economy. The “middle-income trap” refers to the
danger of a country losing its international competitiveness and high growth rate. It is
said that there are a many possible causes for this, but I want to focus on the fact that
the growth model of China heavily depends on exports and capital investments. An
ideal model is an economy which grows through domestic demand with a focus on
consumption, and in the above-mentioned report they say that an expansion of social
security system will be required. But I think that what is more important is to establish
a distribution system in which consumers can consume more easily. This distribution
system should mainly involve online businesses. I will explain in more detail later, but
the electronic commerce (EC) market in China has been expanding and this means that
people prefer online businesses as a useful distribution system. In this report, I will
analyze online businesses in China, their future prospects and their possible

contribution to the expansion of domestic demand.

2. The rapid development of Online businesses in China

You may think of China as a developing country. The county is not safe, there are a
lot of fake goods, and the infrastructure is underdeveloped. But in fact, contrary to
their image, online businesses in China are now attracting considerable attention from
all over the world. The Chinese technological level is completely different from what it
was 10 years ago, and we cannot regard China as a developing country anymore,
especially in the field of online business. Electronic commerce has already become the

main industry of China.
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China was about half that in Japan and the UK in 2010, but in 2013 it grew to 180

billion dollars and became second in the world. The growth rate is still high, and we can

therefore expect continuous growth in China, as its Internet users grow in number.
What we can learn from these data is that the online businesses in China has
recently shown outstanding progress. And of course, this result is not caused only by
Chinese companies. On March 5, 2014, at the second plenary session of the 12th
National People's Congress 2nd conference, the Chinese premier Li said in his report on
governmental activities that China would put much emphasis on nine particular

activities in 2014. One of those is “China's broadband strategy”, which aims to expand
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domestic demand. By taking this strategy, China will try to improve its distribution
system and encourage online shopping. The development of online businesses in China

is being led by the Chinese government.

3. Doing business online in China

Next, let me discuss online businesses in China in more detail. We use the word
“BAT” when we talk about Chinese Internet companies these days. It is made up of the
initials of three companies: Baidu, Alibaba and Tencent. “BAT” rank in the top ten of
Internet companies around the world in terms of gross sales, market cap and online
popularity. Therefore they are thought to be leaders of the world online businesses.

The most popular “BAT Company” is Alibaba. After founding its B to B (business to
business) EC website, “Alibaba.com”, in 1993, it established and bought a lot of
companies and is the 10th largest company in the world as of December 2014, with a
market cap of 277 billion dollars. The main websites of Alibaba are C to C (consumer to
consumer) EC website “Taobao” and B to C (business to consumer) EC website “Tmall”.
“Taobao” is an Internet auction website like “Yahoo auctions” in Japan and has more
than a 90 percent share of the domestic C to C EC market. On the other hand, “Tmall”
is an Internet shopping website like “Rakuten market” in Japan and also has more
than 40 percent share of the domestic B to C EC market. The company's market share
is remarkable but more surprising is its volume of transactions. According to Alibaba,
the annual gross transactions volume of “Taobao” is 1100 billion yuan, and that of
“Tmall” is 440 billion yuan. The sum of the transactions volume of the two largest
Japanese company “Yahoo auctions” and “Rakuten market” is no more than 2500
billion yen (1 yuan approximately equal to 19 yen as of December 2014), which gives us
a good idea about how large the scale of Alibaba is.

We only looked at Alibaba, but Baidu and Tencent are also prominent Internet
companies. The former runs the second largest search engine “Baidu” (the first one
being Google), and the latter offers the most popular instant messenger services in
China—"Tencent QQ” and “We chat”. These three companies have not had to compete
with one another. Alibaba has operated in the field of Internet shopping so far, Baidu is
a search engine, and Tencent is an SNS and online games company. But now, they are
fiercely battling for market share. For example Alibaba is trying to get into SNS, while

Tencent has started an Internet shopping website.

4. Expanding domestic demand, and problems in achieving further
development
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As I mentioned above, the rise of “BAT” is contributing to the remarkable
development of online businesses in China. According to a study by McKinsey Global
Institute, the business and economics research arm of global consulting firm McKinsey
& Co, Online businesses can add 0.3 to 1 percentage points to China's GDP growth
every year until 2025. We can say that online businesses have already become the main
industry of China. In addition to that, it is domestic companies that are at the center of
China's online business, while most of their consumers are also inside the country.
Therefore, it is clear that they have contributed a lot to the expansion of domestic
demand. Online businesses have helped establish a new distribution network, boosted
national consumption, and helped the country avoid the “middle-income trap”. So, how
will online businesses in China develop in the future?

At the beginning of this report, I wrote that among the factors which may cause an
economic stagnation in China is the growth model dependent on exports and capital
investments. But I think that while exploring external demand itself is also important
for development of the country, depending on it is not good. So far, China has developed
by exporting items manufactured with the help of capital investments from foreign
countries, and by using its cheap labor force and land. However, in the near future,
China will export goods and services produced using new technologies by domestic
companies, and move on to a new style of expansion of external demand.

At that time, I will pay
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Industry). The arrow heads
indicate the movement of items or services. The net trade balance in China is always
positive, but when we only look at cross-border EC, we find the situation reversed.
According to the above chart, the amount of exports from China to the US is about
two-thirds that of the imports from the US, while the volume of exports to Japan is
insignificant, especially considering the large amount of imports from Japan. But why
does China's cross-border EC market still remain small, even though its domestic EC

market is so large?
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5. The weak and strong points of China's Online businesses
Before trying to answer the above question, let us think about why online

businesses in China have been developing so successfully.

First, the country is so large that it can often be rather difficult to visit "real”
physical stores. On the other hand, when shopping online, you can buy anything with
just one click from anywhere, and this makes online stores very popular in China.
Second, Chinese people are usually suspicious about the quality of items and services.
In China, there are so many fakes and bad products that you can’t distinguish real from
fake products. On the Internet, you can see users' comments or evaluation of online
stores and items, and so you can purchase products with greater confidence. Third, it's
an obvious fact, but there are a lot of people in China. When the population is this large,
the number of Internet consumers will inevitably also be very large.

As I mentioned earlier, we can understand the reason for the development of the
domestic EC market, but then why have only domestic companies developed and not
foreign companies? When we look at Japan or Europe, foreign firms (and especially US
companies) have entered almost all business fields, including search engines, Internet
shopping, and SNSs. In China on the other hand, the companies with the largest share
in these fields are all domestic companies. That is unique to China, and I believe there
is a hidden reason for this, which also solves the question about the successful
development of online businesses there.

Why did foreign companies miss the wonderful chance to enter the Chinese market,
which should be the largest in the world? The answer is that they couldn’t, even though
they tried to. At the beginning of this report, I used the word “developing” to explain the
state of China. But now I want to use another word—“restricted”. The Chinese
government imposes restrictions in almost all social spheres, including the Internet, for
the ostensible purpose of keeping the country safe. If anything, the Internet is severely
restricted by using a filtering system called the “Great Firewall” and employing tens of
thousands of cyber police to keep watch on online transactions, chat sessions, articles
and so on. Through heavy censorship, the government shuts down access to websites
which are considered a nuisance and forces search engines to exclude from search
results websites with feature "improper" content. Because of these severe restrictions
imposed by the Chinese government, although the potential online market is huge,
foreign companies cannot take advantage of it. For example, Google decided to leave
China in 2010, and one still cannot access SNSs such as “Youtube” or “Facebook” there.
It is very difficult to make it in China's online world if you are a foreign company.

The Chinese government insists that the purpose of its censorship is to keep good
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order, but I don’t think so. I think the leadership's real purpose is to protect China's
domestic industries. If they don’t take any action, foreign companies will enter and get
a large share of the large domestic market, as has happened in Japan and Europe. If
that happens, the successful growth of domestic companies will become quite difficult.
The Chinese government has therefore imposed restrictions on foreign firms and, as a
result, it has contributed to the creation of companies like the above mentioned trio
“BAT”, which are in the vanguard of online business. I think that the restrictions also
explain the failure of cross-border EC. Online businesses in China have developed
because there were restrictions, not because the technology in China was superior to
that in foreign countries. As the government cannot impose restrictions on companies
outside the country, Chinese companies would find it much harder to beat foreign

competition otherwise.

6. What does the future hold for Online businesses in China?

I think, even though China has needed restrictions to help domestic companies

develop, the country will have a leading role in the world of online business in the years
to come. This is because China has the largest domestic market in the world without
having to depend on foreign countries and relying on foreign markets. In addition to
that, the domestic market has not become saturated yet, hence China has the very real
possibility of developing still further. Moreover, when the market becomes saturated,
the technology of Chinese companies will have improved enough to get them out into
the foreign markets. Even if the government abolishes the restrictions in the near
future and foreign companies become able enter into China's market, I think the
country's domestic companies will not lose too much of their market, because I cannot
imagine that people who have only used services by domestic companies will easily
change their habits and start to use foreign ones.

The largest obstacle to the development of online businesses in China will be
investors' confidence. Even when the Chinese government abolishes the current
restrictions, the fact that they had them in the first place gives will leave considerable
doubt in the minds of foreign entrepreneurs. Getting rid of this negative image will be
very difficult. Moreover, most people think that the quality of products and services in
China is very low. This bad reputation will continue to affect the overseas image of the
country's products, even if their actual quality improves. Especially in Japan and
Europe, this overall negative attitude to Chinese goods is deeply rooted and therefore
being successful in the markets of these countries may prove difficult.

I think China should begin their way from South Asia. The standard of
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development in South Asia is even lower than in China, and people have a better
impression of Chinese items and services. Therefore, the probability of Chinese
businesses managing to get a big market share in South Asia is comparatively higher
than in Japan and Europe. If they continue to get out into the world market in this way,
there will be a possibility for China to get a large market in Japan and Europe in the
more distant future.

Of course, I don’t think this kind of scenario will be completely realized but I'm
sure that online businesses in China will be in the vanguard of the world's online
business, because they already have a large market in China with its population of over
1 billion people. They have succeeded in the expansion of domestic demand, and will
next try to make headway into the world market. There may well come a time in the
near future when we will be using Baidu’s search engine, buying items on Alibaba’s

website and communicating with friends through Tencent’s SNS.
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The Mass Media and the Internet in China in 2030

Sophomore, Faculty of Economics
Kiko Asakawa

The Internet provides increased opportunities for education. It enables people to
acquire information literacy. What roles will the mass media and the Internet be

performing in Chinese society in the future when the current regulations are relaxed.

1. CHINAZ2030 and our purpose
The main focus of the World Bank’s CHINA20301s to present a series of plans of

action that China will need to carry out if they attempts to avoid falling into a

“middle-income country trap” and successfully join the ranks of developed countries.
Needless to say, a country cannot be described as “a developed country” on the basis of
their GDP level only; it must be “developed” in a much broader sense, and must be
assessed from multiple perspectives. In our opinion, the degree of respect for the rights
of citizens can be seen as an important indicator which demonstrates whether a
particular country is fully developed or not, and we are particularly interested in
looking into the right of freedom of expression and the right to know in Chinese society
both in the present and the future. We normally expect that a government of a
developed country allows its citizens to exercise both of these rights to the point that
they are willing to accept.

People will feel pleasure and dignity as a human being when they can express
themselves freely and when they can gain the information that they need. In other
words, any government of a developed nation has an obligation to guarantee that its
citizens will enjoy these twin rights and let the mass media and the Internet function a
reliable provider of information. In China today, however, these rights of citizens are
under the one-party government’s strict control, and the national media does not have
enough independence to form the so-called “forth power.” For example, during our stay
in the country, we could not use SNSs including Facebook and Twitter, and staring at
our mobile phones which had been suddenly disconnected, we felt the strictness of the
government control first-hand for the first time in our lives.

In this paper, I would like to focus on China’s farmers and their right of expression
and right to know. For, it is partly because of the rapid growth of the Internet use

among farmers that has hardened the Chinese government’s attitude toward the
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information sources and providers in the country. First, I will analyze the present
situation of the mass media and the Internet in China, and identify what challenges
should be tackled before the country’s farmers can gain free access to information. Then
finally, I would like to envisage what roles the mass media and the Internet in China
will probably be expected to perform after the relaxation of government regulation is

realized.

2. Farmers in China: A factor that triggered government regulation

Through our discussions, it turned out that the students at Renmin University of
China understand the importance of having freedom of expression and the right to
know. The implication is that, in the future, China will go towards having less
regulation over its media and internet. However, the students are accepting the
legitimacy of the current strict regulations even though they also deprive them of their
rights.

So, what would be the difficulty if China relaxed its regulations now? “It lies in
farmers whose population accounts for majority of the country”, the students said. A
large portion of China's farmers are less intelligent and lack a sufficient ability to judge
matters because they cannot get a good education. Actually, while we visited Xian we
heard that rural people tend to be easily deceived by pyramid schemes and that there
are lots of people who convert to bogus religions. False information might agitate
farmers. In order to keep unity and order in the country, the Chinese government has a
high incentive to tighten regulations on information even more. Although there should
be many other reasons for the Chinese government to strengthen its regulations over
its media and internet, I am going to proceed with my report assuming that the
immaturity of farmers is the main obstacle to allowing Chinese people to have freedom

of expression and the right to know.

3. Empowering farmers: The current roles of the media and the internet

If the reason for the strict control of information in China lies in farmers, it is
necessary to improve their education level in order to get the regulations relaxed. We
found that media and the Internet themselves can contribute to that.

Needless to say, education is important in cultivating media literacy, a good ability
to access information, judge its content and think about it. However, in rural areas, not
only physical infrastructures such as school facilities or teaching materials are lacking
but also ‘soft’ measures like the quality of teachers and treatment are worse than in

urban areas. The main reason is lack of money. When we look at China’s expenditure on
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compulsory education in 2002, a large portion, 77%, is distributed to urban areas
compared to the fact that rural areas have only 23%. On the other hand, 70% of the
children who have to go through compulsory education live in rural areas, showing that
expenditure on education is biased towards urban areas. Lack of money worsens
education in these areas leading to severe problems such as lack of teachers,
deterioration of quality and inconvenient school facilities.

In addition, in rural areas, there are fewer educational opportunities to begin with.
For example, in areas where the population is on the decrease, the number of schools is
also decreasing through integration and abolishment. From 1980 to 2005, elementary
schools have decreased by 39% in rural areas and junior high school have also
drastically decreased by 64%, while their number in urban areas has rapidly increased.
The reduction in the number of schools is forcing students living in remote areas to go
to schools far from their homes. As a result, the dropout rate in rural areas continues to
rise for economic reasons. Thus, because of the fewer opportunities for education,
people in rural areas lack sound judgment and a sophistication when dealing with
information. They tend to be passive to information.

To make the present situation better, I want to propose the introduction of
“Education via Internet (e-learning)”.

The main advantages to introducing e-learning to rural areas are as follows:

v" Reducing costs

First of all, e-learning is cost-effective. Once the initial costs for setting up the
system (preparing teaching materials or installing PC and projector screens) are paid,
you do not have to spend much more in additional costs. Even taking depreciation costs
into account, you can get a large benefit in the long run. E-learning is an effective way
to make the most of your money within a limited budget.
v" Keeping the quality of education high

Second, e-learning ensures a sustained high quality of education because you can
use the same teaching content many times. An NGO supporting the education of
children in developing countries actually provides content given by top level teachers to
poor high school students in Bangladesh, which often results in them successfully
passing their entrance examinations. Moreover, e-learning enables providers to
customize their educational services to individual needs and levels.
v" Ensuring equal opportunities for education

As I mentioned before, under the status quo, you have fewer opportunities for
education in China just by virtue of the fact that you were born in a rural area.

E-learning enables you to get education whenever you like and wherever you are,
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minimizing geographical obstacles. For anybody who has a high incentive to learn,

e-learning ensures equal access to education.

Taking into account these merits of e-learning, introducing it into rural areas looks
an effective way to tackle the educational program which they face. But would it be
feasible? The answer is yes. According to “CNNIC”, the Internet usage rate in China is
28.6 %, which seems to be low in rural areas, compared to 62% in urban areas.
However, communication infrastructures are now being built in rural areas by
telecommunications carriers such as “China Mobile” , “China Unicom” , and China
Telecom. In 2013, the state council proclaimed the goal to introduce and expand a
broadband circuit throughout China. Also, more than 80% of Internet users in rural
areas are under 30 years old, meaning that young people have many chances to access
the web.

In fact, major Internet companies, such as “Taobao” and “Netease”, are trying to
establish a platform for online education. The next step is to make a sustainable
business model, like establishing feasible worker-dispatch systems after providing
online education to the farmers. Official support and subsidies for the communications

infrastructure would further enhance feasibility.

4. The future roles of the mass media and the internet in China

Assuming that farmers become educated enough to rationally judge information
through e-learning, then what role would China’s media and Internet play after a
possible relaxation of media censorship?

v" For the general Chinese population

As I mentioned in the introduction, freedom of expression and the right to know
are of great importance. Relaxing the regulations will bring in open discourses where
each individual has his or her own opinion, generated by careful consideration of
various sources of information. These sophisticated opinions will be carefully
considered when the government establishes policies.

v' For farmers

Farmers who have had no previous opportunities to access ICT (Internet
Communication Technology) would also be able to acquire information literacy. Media
and the Internet will play two major positive roles for them: helping boost economic
growth and revitalizing their communities. Of course, this kind of technological impact
is not unique to China and can be applied to any society where ICT is commonly used.

But its effects in China will probably be bigger than anywhere else due to the large

81



scale of this country.
» Avrevitalization of the economy

As in Japan, Chinese rural areas are also facing a decline as a result of a
population outflow and severe aging. To make these areas active, we have to promote
local industries and create new jobs. The villages we visited this time have been trying
to establish new and original brands of local products that are well-known for their
safety, high reliability and quality. In my opinion, building and differentiating brands
will become the mainstream of regional development from now on because, first, there
is actually a large demand for high quality products among the ‘urban middle-income
class’, even though the prices of these goods are relatively higher. Second, in China,
each region has unique local characteristics because of the country's vast territory.
For this type of regional development, the media and the Internet do play an important
role in product promotion and in sales channels. A village in Xian has already promoted
its products on the radio. Also, promotion through websites and mouth-to-mouth
information can contribute to an increase in awareness of products. Regarding sales
channels, look at the emerging Internet industry. Recently, big corporations such as
“Baidu”, “Alibaba”, and “Tencent” have been expanding their business. Communication
sale systems have rapidly come to attract a great deal of attention. They have enabled
urban consumers to access local products adding further growth to their marketability.
If rural areas utilize ICT as an important tool to advertise “Local Brands” to outside
regions, they can expect their economies to develop more than ever.
»  Arevitalization of communities

In rural areas, the rate of the old is increasing because of the less birth rate and
migrant workers to cities. For the near future, it is important to create a society where
the old can live comfortably with vitality. The ICT would contribute to that.
An open Internet which facilitates real relationships will improve relations between
local individuals, leading to a revitalization of local communities. You can expect the
elderly to play an increased role in society because they can make use of their skills and
experience through ICT. For example, senior people with PC skills can start a blog
about their creative achievements. They can also broadcast events using local SNSs
and engage in cultural exchange. In addition, thanks to the Internet, exchange between
generations will likely increase compared to a traditional offline society. Parents and
relatives can easily communicate with children in urban areas to make sure they are
safe. Also, the old can advise the young on work or life matters, while the old can be
taught by the young how to use ICT.

Thus, we can invite expectation the media and the internet in China to accelerate
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further economic growth in the near future.
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Environmental Improvement and Sustainable Economic

Growth in Chinese Agricultural Areas
Sophomore, Faculty of Economics

Ryohei Oishi

FEconomic growth and environmental protection in China are compatible.
How can you make it compatible successfully?

What kind of regulation and strategy are necessary?

1. Introduction

The purpose of my presentation at Renmin University was to discuss why economic
growth and environmental protection in China can coexist, and I discussed the
following points to support my assertion. First, based on the theory of Gene M.
Grossman and Alan B. Krueger that environmental problems in any given country
begins to improve when GDP per capita of the country has reached over $8000,1
explained the history of economic growth and environmental protection in Japan as one
typical case that proves the logical coherence of their theory. By referring to the recent
comparative statistics on the energy efficiency in developing and developed countries, it
is also explained that the efficiency of energy use in China is lagging behind the
universal standard. Third, as a series of meetings of Earth Summit clearly shows, the
achievement of both economic growth and environmental protection has now being an
issue and a goal which is shared worldwide.

Our discussions and research during the preliminary seminar conducted in Japan
owes a great deal to CHINA2030 published by the Word Bank. In this report, a section
entitled “Seizing the Opportunity of Green Development in China” focuses on the close
link between environmental protection and economic growth, saying, “economic growth
can be decoupled from rising greenhouse gas emissions and environmental
degradation; the process of ‘going green’ can itself be a source of growth; and ‘going
green’ is a part of a virtuous circle that is mutually reinforcing with growth.” What is
apparent in this quotation is that green development should be considered as an
important factor that is not only absolutely indispensable but also contributory to
China’s further economic growth. Viewed in this light, economic growth and

environmental protection in China can be regarded as one same issue and should be
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seen as one same goal.

As part of our filed research in China, we visited Japan International Cooperation
Agency (JICA) and listened to a lecture about the major factors in the deterioration of
China’s environment. To our surprise, we learned that the waste from households and
agricultural sector have been much bigger polluters than the manufacturing industry.
At another lecture given at Shanghai branch of Nippon Seiki Co. Ltd., we were
informed of the current regulation of vehicular traffic in Chinese urban areas, including
such government measures as raising the price of license plates for cars or limiting the
number of motor bikes that enter those areas.

Through our research, I found two characteristic trends in China’s environmental
problems. For one thing, so far Chinese government has failed in finding effective
solutions to its environmental pollution while they are indispensable for its economic
growth. Second, the movement toward environmental protection is growing in urban
areas rather than in agricultural areas. Now let us look at these Chinese trends from a
comparative viewpoint with Japan. In the era of its rapid economic growth, Japan also
experienced considerable environmental damage in its rural areas mainly due to the
underdeveloped environmental infrastructure in those areas. At that time, the energy
use efficiency in rural areas was considerably low compared to urban areas; besides,
both industry and agriculture in the remote areas had no other choice but to use
conventional fuels, which discharged an immense amount of environmental pollutants.
In addition, the economy of those areas often heavily depended on those traditional
industries, which resulted in the further growth of pollution in the areas. In my opinion,
the current circumstances of China’s farming areas are comparable to what was seen in
Japanese rural areas in the rapid growth.

Given that China, which is still on its road to further economic growth, has already
seen such an enormous disparity between its urban and rural areas with regard to how
to tackle environmental deterioration, there is a possibility that this disparity will
widen further as its economy grows more in the future. In my opinion, such regional
disparities in environmental issues will doubtlessly become a serious hindrance to the
national growth of the country. The purpose of this paper, therefore, is to focus on the
subject of the environmental protection and improvement in China’s farming areas,
and propose our solutions which we think will contribute not only to the improvement

of local environment but also to the economic development of China as a nation.

2. The need to combine long-term and short-term solutions

There will be two types of effective solutions to the environmental problems in
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China’s agricultural areas. The first kind is the introduction of legal regulation, and the
second type is the introduction of capital investment and projects. The former is
indispensable for the long-term growth while it can harm the growth in the short term.
On the other hand, the latter brings considerable benefits to the nation’s economy in

the short term, but it may cause various problems in the long run.

Legal Projects &
Regulation | Investment
Short-term economic effects Negative Positive
Long-term economic effects Positive Potentially
negative

Needless to say, legal regulation is essential for the fundamental solution of
environmental problems. For example, without restrictions by law, companies may
place a high priority on the manufacturing of their products and pay little attention to
their corporate responsibility for environmental issues. To me, at least, it is hard to
imagine a society without legal restrictions for the purpose of environmental protection.
From the long-term perspective, introduction and enactment of environmental
legislation will lead to the development of a healthy and highly productive industries,
and this will naturally promote national economic growth, too. I understand that this
kind of legal restriction can hamper the progress of the country’s competitive economy
in the short term. For instance, before the opening of the 22nrdAsia-Pacific Economic
Cooperation (APEC) meetings in China in 2014, it was reported that the Chinese
Government had ordered a temporary shutdown of factories to ensure the air quality in
the vicinity of the conference venues during the meetings. Government interference of
this kind obviously hinders China’s competitive economic power in world markets.

According to JICA, China has already introduced several laws against
environmental pollution (which can be regarded as counterparts to water
contamination prevention law and environmental protection), while the lecturer at
Furukawa Electric’s Chinese subsidiary in Xian told us that those laws had been
applied extremely arbitrarily by discretionary powers. As long as China continues to
evaluate its bureaucracies according to the individual’s contribution to the short-term
development of its economy, no government officials will willingly observe those laws
just to take the risk of being demoted. Here is a vicious circle in which the short-term
economic growth is inevitably hampered by legal restriction of industries’ free activities,
which then provides a hotbed of discretionary legal system.

Then, if China attempts to secure its long-term economic benefits by introducing

legal restriction on anti-environmental activities, how can the country possibly be able
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to compensate for its economic cost? To this question, I would like to propose two
complementary solutions which can have an immediate effect: to upgrade conventional
factory facilities to environmentally-friendly alternatives and to provide educational
programs featuring environmental-related subjects or technology transfer. For example,
if a filtering facility for water purification is installed in a factory, it will contribute to
promote environmental improvement and without causing a significant economic
slowdown. On the other hand, one example of what I mean by educational programs is
special seminars on advanced agricultural technologies. In my opinion, the latest
knowledge about agricultural chemicals or chemical fertilizers will help farmers
substitute conventional chemicals with organic fertilizers, which will contribute to
make advanced agriculture and economic growth compatible in China. Furthermore, if
innovative technologies and ideas are introduced from overseas through the mediation
of international organization, the more dramatic effects will be expected. Needless to
say, however, these solutions are not completely risk-free: how to cover the
maintenance cost of those new facilities; how to keep those participants of the
educational programs constantly informed of the latest technologies; and whether local
people can continue to run those programs independently into the future—these kinds
of problems will arise later.

As I have stated above, the environmental improvement in China’s farming areas
will be most effectively achieved when it is addressed from two angles. In other words,
in addressing this issue, we need to think about how to achieve the long-term
sustainable economic development and how to make up for the short-term economic
downturn resulting from the aforesaid long-term environmental viewpoint at the same

time.

3. Environmental pollution in Chinese villages: Present situation and causes

There are various kinds of environmental pollution in rural areas. Here, I will
focus on water contamination, and especially the kind caused by agriculture.

Water contamination in rural areas of China can be largely divided into three
categories. First, there is industrial contamination caused by the lack of prevention of
pollution in township enterprises. Another category is agricultural contamination
caused by overabundant use of chemical fertilizers as well as inappropriate disposal of
domestic animal waste. The third kind is domestic contamination caused by the lack of
environmental management and inefficient planning of the location of houses.

In farm villages in particular, contamination caused by excess use of artificial

fertilizers and agricultural chemicals (nitrogen or phosphorus) brings about
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considerable damage to the environment, and almost all of the used chemicals are not
absorbed by the local flora, becoming a cause of water and soil contamination. As I have
written above, households have a great influence on environmental pollution and it is
said that 96% of the farm villages do not have an adequate wastewater treatment
system and polluted water goes into rivers without being purified. This results in
eutrophication of lakes and marshes or contamination of well water, and these have a
very destructive influence on local ecosystems.

So why do farm villages continue this inefficient and harmful use of fertilizers and
agricultural chemicals? Among the reasons are the ongoing structural changes and the
move to a market economy of agriculture, the un-liquidity of land, as well as
inadequate agricultural education.

People’s communes in China were abolished and the introduction of a production
responsibility system accelerated the switch to a market economy. Together with these
changes, farmers shifted from self-sufficient agriculture to producing commercial crops.
While they tried to introduce concentrated and corporate agriculture which uses great
amounts of fertilizers and chemicals, they were not successful because small-scale
farmers regarded their land as a very important asset and, as a result, consolidating
farmland proved difficult. A change in land ownership required special permission from
the government (un-liquidity of land). Due to this, there were a lot of small-scale
farmers who tried in vain to increase land productivity of and, as a result, they
eventually established a foundation where they overuse chemical fertilizers. One
further aggravating factor was that the prices of agricultural materials were set lower
by the government in order to assure a stable supply of food.

The reason for the inadequate expansion of new agricultural technologies is the
decline in agricultural population, and especially the shortage of young workers, for in
urban areas there are far more opportunities for employment, while the wages are also
much higher. The Chinese agricultural sector increased its use of agricultural
chemicals in order to remove harmful insects and weeds, the removal of which would
otherwise be very labor-intensive. If young graduates possessing the right sort of
modern agricultural knowledge and set of abilities do not return to the villages, there
will be nobody with the desire or the capability to improve things there. Xi-bai-dian-cun
village (Fa#AJ54f) in Beijing, which we visited during our short term research, had
similar problems. Among the other reasons for the current state of affairs is the fact
that farmers do not have good access to new information about agriculture, and also the
fact that the treatment that people involved in agricultural education get is not very

good. Young people with modern agricultural skills therefore are reluctant to work and
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teach in villages and thus the average age of agricultural instructors continues to

increase while the instruction itself is becoming more and more outdated.

4. Promoting employment for young people in rural areas

As I mentioned in section 3, young people leave their villages because of the
increase in urban employment, and as a result productivity declines and the
environment gets more polluted due to the delay in the adoption of the latest
agricultural technology. If there are opportunities for employment in urban areas
people will naturally seek higher-paying jobs in urban areas. This is a problem not only
for developing countries but also even for developed economies but the situation in
China is made particularly serious because of a number of contributing factors. First,
compared to other countries, inequality and social differences between regions are very
big in China. The Gini coefficient is an indicator of social inequality and the nearer to 1
it is, the more unequal the society can be thought to be. In China, the coefficient is said
to be from 0.47 to 0.52 (China economic journal, 6:2-3, 113-122). This means a high
level of public anxiety and an increased risk of social unrest. Second, China has a
unique social system featuring a division of households depending on whether they are
registered in urban or in rural areas. Due to this system, even if people from rural
areas start to work in cities receiving higher wages, they cannot enjoy the benefits of
social security and thus the outflow of labor into urban areas would cause a multitude
of social problems. The rest of this section discusses what kind of regulations and
measures are necessary to pull back young labors into villages and how to make
economic growth and protection of environment compatible.

As I have discussed in section 1 both long and short term perspectives are
necessary when thinking about the coexistence of economic growth and the protection
of the environment. Young workers are market-oriented and pursue much higher wages
seeking employment in urban areas, so the solution cannot only be to establish laws
which are designed to hinder market mechanisms. As a system to prevent farmers from
going to urban areas and working there, China has a division of household registration
between urban and rural areas. However, it does not seem to be working effectively
since people keep on going to urban areas. I would like to pursue a project which doesn’t
run counter to market mechanisms and which gives clear incentives to young workers
to return to their villages. In Xi-bai-dian-cun village(F5#1)54}), where we went during
our field-study trip, they were trying to raise local wages with this very purpose in
mind. If the wage level in rural areas approaches that of urban areas, young workers

will not have to go to the city and they will not face a limitation of their social security
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due to their rural registration. In order to increase the wages in rural areas, however,
higher productivity is essential. How can this be achieved? I believe the dissemination
of new agricultural technologies through the Internet is crucial here. Although
Xi-bai-dian-cun cooperates with a university which provides it with advanced
agricultural knowhow, it is unrealistic to expect similar cooperation projects to be
established everywhere. However, if it becomes possible for people to teach themselves
new skills on the Internet, young workers in rural areas would theoretically be able to
acquire the same level of knowledge as the average university graduate. The largest
reason why the Internet is not used in rural areas is said to be because people do not
know how to use the required electronic devices. Yet there is no doubt that young
graduates can use the Internet and it will not be that difficult for them to transmit
their knowledge to skilled older farmers, while earning relatively high wages for their
indispensable services. It is very important to have a clear division of roles between
young workers and skilled laborers in implementing this kind of project. Skilled
laborers have experience and knowledge about actual farming on the ground. The key
for success is for young workers to share the knowledge they have obtained online and
cooperate with skilled labors in performing agricultural tasks. The collaboration of
skilled laborers who know the real world of agriculture with young people who can
obtain up-to-date knowledge and convey it to the former will no doubt benefit everyone.
In this way, we can simultaneously achieve the return of young workers to rural areas
and address the problem of environmental pollution through increased agricultural

productivity.

5. Conclusion: Environment and sustainable growth in China’s future

In concluding my paper, I would like to briefly state my personal reflections about
the future of the environmental protection in China’s rural areas. The general idea that
I suggested in the above section for improving the situation in villages is just one
example of a number of possible projects which do not hamper market mechanisms.
This means that if China begins to address its environmental problem in a more
positive manner than it currently does, the country will come up with numerous
solutions. As I have already discussed, plenty of room is still left for the environmental
improvement in China, both in rural and urban areas. Depending on how you view it,
China’s environmental situation may seem to involve a series of complicated problems
that must be solved by the power of legal restrictions, just as social vices are under the
control of strict laws. Yet, if you change your viewpoint a little and look at the same

issues in slightly more positive light, you will find that the Chinese economy can be
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strengthened further as it overcomes the country's environmental problems, and you
may even be supportive of short-term projects and the introduction of alternative
facilities. Here, let me quote from the World Bank’s CHINA2030 report once again:
“Going green can itself be a source of growth”.

While travelling, I felt public discontent ready to fuel in various places in China.
However, what impressed me even more was the Chinese people’s strong passion for
economic growth. Above all, when we had a discussion with the students from Renmin
University, I felt almost overwhelmed by their broad knowledge and logical arguments.
After meeting these young students with such intelligence and passion, I am now
convinced that Chinese people will have the strength to overcome the adversities that
their country currently faces. I strongly believe that they will understand that
long-term growth in China can only achieved if people regard their economy and

environment as two sides of the same coin.
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Traffic Congestion in Chinese Metropolises

Sophomore, Faculty of Economics
Riku Ono

Rapid increment of automobiles in Chinese metropolises now causes serious and heavy
traffic congestion, which damages both of economy and environment. Therefore, the

Chinese authorities must take further measures to alleviate the situation.

1. Impressions during our presentation and discussion at Renmin University
“Which is more important: environmental protection or economic growth?”

I asked this question to the Chinese undergraduates, as a prologue to our
presentation at Renmin University in Beijing focusing on sustainable development,
which is one of the themes of CHINA2030. My answer to the question was “both”.
Throughout the presentation, we strongly suggested that a change in people's attitude
is needed, citing Alan Kruger's economic theory that per capita GDP reaching $8,000 is
the point where environmental deterioration such as air pollution turns to recovery,
and explaining how Japan managed to improve its environment after a period of
serious pollution in the 1970s. I was surprised to see our Chinese friends approach and
analyze the problem calmly.

On the other hand, the reactions I got during our discussion and the conversations
with them via email gradually made me come to the idea that environmental problems
are much more difficult to tackle than other social problems in China because of a
bottle-neck effect whose roots are difficult to specify. No matter how much the
government restricts companies or people through environmental laws or regulations,
things will not change for the better if the measures taken do not reflect reality, as
Chinese history proves. Therefore, I'm going to focus on one particular environmental
problem here, which we can possibly get to the root of, and which would require less

time to alleviate so that we may get observable results by 2030.

2. Reasons for selecting this topic

I selected the problem of air pollution for two reasons. First, among many
environmental issues, this was the main problem we could immediately sense during
our ten days in China. On the very first of day of our stay, the air in Beijing was stale

and felt uncomfortable. Second, this kind of problem was naturally of interest to us, as
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"PM2.5" was selected as one of the most frequently used new words in Japan in 2013.

I also wanted to focus especially on metropolitan areas for the following two
reasons. The first one is because the importance of metropolises such as Beijing or
Shanghai will be even greater in the future, as the Chinese industry transitions from a
secondary to a tertiary stage of development. The second reason is because most of the
areas we visited were inside metropolitan areas, where we were given lots of

information by the people we met.

3. Description
According to the press releases of Beijing and Shanghai, one of the biggest causes

of PM2.5 comes from automobile emissions. The chronic downtown traffic congestion
made us arrive late for meetings a couple of times and we felt as if it would be faster if
we got off the bus and ran; it was clear that the excessive harmful emissions were a
by-product of very rapid motorization. We also saw car accidents far more often than in
Japan, perhaps due to the overcrowded roads.

According to Beijing Zhonglin Assets Appraisal Co., Litd, the total economic loss in
Beijing in a year due to traffic congestion is $17 billion, which is equivalent to 7.5% of
the Gross Regional Product. This loss consists of lost working hours, wasted gasoline,
air pollution, damage to public health and so on. Therefore, the problem is directly

linked to both the environment and economic growth.

4. Previous traffic congestion research
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According to a paper presented by Rupinder Singh at the 7th TRB Conference
on Application of Transportation Planning Methods in Boston in March 1999, when the

volume of cars is less than the road capacity, no delays seem to occur, while the average
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speed of cars drastically decreases once the volume exceeds capacity. Therefore, traffic

congestionhould be solved if the volume of traffic falls under a critical threshold.

5. Analysis of ongoing policies

There are three ongoing policies in China regarding traffic.

B Policies aimed at limiting the total number of cars

In metropolitan areas, especially in Shanghai, the government has imposed certain
rules in order to regulate the total number of cars. One of the most striking policies is
the Number Plate Auction system, which limits the number of new of plates in a year.
Under this system, citizens who buy cars have to pay additional fees to buy number
plates, which have recently become rather expensive. According to Toyo Keizai Online,
in February 2013, the price of number plates reached $12,860, which is actually enough
to buy a new car.

[ | Expansion of public transportation

Traditionally, public transportation in Chinese cities has mainly consisted of buses,
but these days there is a rapid expansion of public metros. Xian, for example, saw its
first subway system open in 20xx. Even though only two lines are currently in
operation, it is expected that the Xian metro will have 6 lines in the near future. Trains
and metros not only mean fewer traffic congestion, but also lower harmful emissions. It
is predicted that Chinese subway networks, whose number and scale are still behind
those of Japan or Germany, will continue to advance.

[ ] Expansion of roads

One of the reasons why Chinese cities cannot effectively control their rapid
motorization is because of the general low road capacity and poor transportation
infrastructure, such as traffic lights and parking lots. Since the two policies above

cannot decrease the number of cars, enhancing road capacity will be essential.

6. My proposals

In this section, I would like to present three specific measures that would, in my
opinion, help alleviate the problem.

[ ] Introducing a congestion tax

First, I suggest that the Chinese government should introduce a traffic congestion
tax. At chronically congested road points in downtown areas, officers would collect fees
from drivers, thus providing a clear economic incentive for people to use different
routes. According to Professor Jonas Eliason at KTH Royal Institute of Technology in

Sweden, it has been proven that this kind of taxation has an immense effect. In
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Stockholm, after starting to collect one or two euros from drivers at congested points,
20% of car drivers selected alternative routes. Some began using other roads and some
switched to public transportation. As the graph in Section 4 shows, this 20% decrease
has greatly improved the situation.
u Transport management

Second, I think that the Chinese authorities should be much more active in
tackling road conditions. A situation like what we saw in China, in which all kinds of
different vehicles such as cars, motorbikes, bicycles or tricycles move side by side on
roads, just contributes to more chaos and not only means that the average speed of
vehicles becomes slower, but also that accidents are more far more likely to happen.
B Education regarding traffic manners

Third, Chinese cities can definitely benefit from better education on road manners.
What I actually thought during our stay was that driving manners in China were not
as good as in Japan. For example, the bus we rode on stopped suddenly on a number of
occasions to avoid crashes. Also, we saw many cars recklessly change lines and some
cars actually collide. To improve the situation, in addition to introducing more rules,
changing the average driver's mindset is very important. Efforts should be made to

educate youngsters at school, before they become drivers.

7. The long-term view

Needless to say, no matter how effectively these and other similar measures are
executed, traffic congestion will not be completely eradicated. However, by adopting
such actions, the flow of people and goods inside metropolitan areas will run much
more smoothly. As a result, both economic losses and unnecessary environmental
damage will be reduced.

Also, following in China's footsteps, many Asian countries such as Indonesia, India
and the Philippines have started to see their economic growth come with similar
problems of excessive congestion and motorization. As the list below shows, developing
cities in these countries are larger and more densely populated compared to European
cities. China’s know-how and experience in alleviating traffic congestion will therefore

be very beneficial to them in the future.
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Largest Urban Areas In the World (2014)

Rank Geography Urban Area Population Est. | Land Areas(Km2) Density
1 Japan Tokyo—Yokohama 37,555,000 8,547 4,394
2 Indonesia Jakarta 29,959,000 3,108 9,639
3 India Delhi, DL-HR-UP 24,134,000 2,072 11,648
- South Korea Seoul — Incheon 22,992,000 2,266 10,147
5 Phillipines Manila 22,710,000 1,580 14,373
6 China Shanghai, SHG-ZJ-JS 22,650,000 3,626 6,247
7 Pakistan Karachi 21,585,000 945 22,841
8 United States New York, NJo-NY-CT 20,366,000 11,642 1,749

.
27 France Paris 10,975,000 2,845 3,858
29 | United Kingdom London 10,149,000 1,738 5,839

Data Source: Demographia World Urban Areas 2014
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Elite Education in China and its Future
Sophomore, Faculty of Economics

Yuta Mizoguchi

Primary education in China has changed with the history
The transition from traditional cramming

to disposition education should be required

1. Introduction

I had to give a presentation on higher education in front of a group of Chinese
students at Renmin University. During our discussion meeting with them, what
surprised me most were their actual abilities. They speak English more fluently than
us and their presentation was very logical that it was easy to understand, even though
they major in International economics. In fact, we have to say that their presentation
was better than ours. I thought Chinese students we met were the product of their
country's educational system. I knew about higher education in China to an extent, but
I knew next to nothing about primary education there and so I became interested in in
what kind of education Chinese students receive. This is the theme of this report.

CHINAZ2030, published by the World Bank in 2012, doesn’t refer to the educational
system in China. However, education is undoubtedly very important in making a
transition from investment-and-export-led growth to economic growth led by domestic
demand. In addition, promoting innovation, which is essential for economic
development according to CHINAZ2030, also requires good education. I was interested
to learn how the educational system works in China, as well as what we might expect
for its future. This report consists of four sections. The first one briefly summarizes the
history of the Chinese elite educational system. The second section covers the current
stage, which can be said to be transitional. In section 4, I discuss the actual conditions
and problems of the new educational style. The last section dwells on the future of

primary education.

2. The history and the state of elite education in China

Elite education in China is based on a system of "national key schools”. These are
schools which are recognized as prestigious and which receive a high level of support

from the central government of the People's Republic of China. When the government
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started this system in 1953, the goal was to nurture people who would be able to
manage the country rather than expand the scale of education. In communist China,
most tuition was paid for by the government. Education under this system relied
heavily on "cramming" and students were required to memorize a lot of Chinese
traditional poets.

This system was abolished in the aftermath of the Great Cultural Revolution.
However, the government restarted it in the era of Chinese economic reforms and
national key school came back. At that time, the government was actively emphasizing
the importance of nurturing human resources in order to develop the economy. They
were trying to improve the educational system in terms of both quality and quantity.
However, because of economic crisis, the government was not able to invest enough
money in education and even the privileged national key schools found themselves
facing financial difficulties. Because of this background, in the 1980s, China's
government began to discuss the marketing of education and, in the 1990s, decided to
expand the scale of education and improve its quality through better marketing.

Following this policy, national key schools were allowed to charge tuition fees to
enhance the quality of education even though they are public schools. Nevertheless,
parents who have only one child, tend to pay a lot of money on high tuition. To meet
parents’ expectations, children study very hard from childhood. This tendency remains
now and the rising cost of education is one of the most serious social problems.

As stated above, elite education in China has changed and again places a heavy
focus on national key schools. Next, I am going to examine the future of the country's

elite education.

3. Chinese education in transition

Traditionally, the Chinese educational style is all about cramming. The most
famous example is A2, which is a type of examination that has survived for more
than thousand years and was inherited by China's communist government. However, in
1993, the country's leadership realized the limitations of cramming and thought that
people should start developing a stronger individuality and better critical thinking
skills so that China could catch up with western countries. According to the “21st
Century Education Revitalization Action Plan” in 1999, the style of Chinese education
was set to move from "cramming" to "disposition". “Disposition” in this context means
the ability to think, creativity, originality and so on. These kinds of abilities were not
covered by the conventional educational system. Disposition education is a symbol of

the new style of Chinese education.

100



The government has declared that integrated studies should account for 7~8% of
compulsory education. Considering the fact that, in Japan, integrated subjects account
for 4~5% of compulsory education, it is obvious that the government of China is
placing a big emphasis on this policy. To quote an example of the content of integrated
studies in China from “Why did China have the highest academic achievement in the
world? — the actual condition of super elite education in the disparate society.” (Kazuya
Amano, 2012 ) In terms of essay writing, students are allowed to choose a theme, and
are then required to write what they want, logically. In terms of problems of math or
chemistry, they must propose solutions making use of integrated knowledge that goes
beyond the framework of subjects. As stated above, it is safe to say that the state of
integrated studies in China is better than in Japan. In Japan, some teachers
compensate for the shortage of other subjects by spending time on integrated studies.
The Japanese government will decrease the number of integrated-study classes in
order to increase the number of English classes since the government has decided to
start English education at the third-grade level. Obviously, China is paying more
attention to disposition education than Japan. In the next section, I would like to

discuss the actual state of disposition education and its problems.

4. The actual state and problems of disposition education

Is disposition education working well? Obviously, this a subjective question. In this
report, the definition of “working well” depends on the opinions of students who have
actual experience of education in China. According to the survey we did with Chinese
students at Hitotsubashi University, 10 students out of 10 said it does not work. Most of
them answered that Chinese education still adheres to cramming and some of them
criticized this situation. I think there are two reasons why it does not work well.

First, there is a noticeable lack of teachers. The average number of students per
class at junior high schools and elementary schools in Finland, which ranks high in the
Programme for International Student Assessment, is 19.58. On the other hand, the
average number of students proposed by the government of China is 50. Of course, this
number will not be true of schools in big cities like Beijing and Shanghai. However, the
average number of students is not low because, according to the questionnaire, this
average number is more than 30. In disposition education, it is important to let
students think about things by themselves and there often is no correct answer. In
order to educate students well under this system, a good interaction between students
and teachers is very important. The more students a teacher is in charge of, the more

difficult it is to educate them well.
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The second reason is lack of student motivation. According to what the Chinese
students at Hitotsubashi University said, as students get older, they pay less and less
attention to disposition education since it is not directly related to university
examinations. In particular, critical thinking skills which are central to disposition
education are not considered too important, given what the students must do to succeed
in practice, and teachers, therefore, tend not to put too much emphasis on them.

As stated above, disposition education is not working very well, even though the
government encourages it. Next, I would like to make a few suggestions that might be

beneficial for the state of education in China as we approach 2030.

5. Conclusion

First of all, it is obvious that disposition education is very attractive but lacks
effectiveness in practice. In Japan, I have never taken the sort of classes envisioned by
China's disposition education. Of course, I have attended integrated-study classes at
school here but they always become a bit of a dead letter and few students treat them
seriously. I think that disposition education can encourage students to develop their
logical thinking skills and creativity, which are useful after graduating from high
school, and that the government should do more to make it work well. The problem is
how to make disposition education work well. The key here, in my opinion, would be
“diversification of higher education”.

In the first place, the reason why disposition education was started is to establish a
foundation of human resources that can meet the needs of society. Therefore, the
government should diversify higher education, which follows primary education.
However, it seems to me that higher education cannot keep up with the speed of social
change. In China, the number of universities has doubled in the last ten years and the
number of university students is seven times as large as that in 1999. However, the
proportion of jobless university graduates is at 15%, and the number of overqualified
working poor (the “ant tribe”) is increasing. This means that higher education is not
meeting the needs of a diversifying society.

University entrance examinations in China called “Gaokao” (similar to “Center
Tests” in Japan) do not require students to demonstrate skills they've learned in
disposition education. Therefore, students have little motivation when it comes to
integrated-study classes and instead memorize and study hard with the sole goal of
getting a high entrance examination score. In addition, they decide the university
where they want to go based on its deviation value. Teachers cannot make students

commit to them because they have to meet the expectations of schools and parents, who
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want the students to pass the exams. However, even after graduating from university,
many of them cannot meet the needs of society and remain unemployed. Uniform
higher education makes primary education uniform and has a bad influence on society.

If the quality of university education was enhanced, what would happen in Chinese
society? First of all, the value of a university would not depend on its deviation value so
much. Universities which specialize in particular technical skills that are in high social
demand, like the Technological Institute of Aeronautics in Brazil, which educates elite
experts in aeronautical technology, would appear. In primary education, students
would not pay too much attention to their grades and, rather, they would be much more
creative, have a better ability to think logically and so on. Thanks to this, both students
and teachers would understand the importance of disposition education. As a result,
disposition education would work well and Chinese education would be able to meet
today's social needs. Diversifying university education would result in this kind of
virtuous circle.

However, diversifying university education will actually require a lot of time.
Therefore, the Chinese government should begin by reforming the university entrance
examination system. If it introduces tests that feature more questions with no "correct
answer" and starts requiring students to think more creatively and exchange more
ideas in discussion settings, then students and teachers will pay more attention to the
merits of disposition education and its importance would become more readily apparent
to them. Promoting innovation as proposed in CHINA2030 is indispensable if China is
to avoid falling into the so-called “Middle-income trap”. However, the current
educational system has a long way to go before it begins to produce concrete results in
this regard. I think that in order to help China become a developed country in the
future, people who play important roles there will have to have received good
disposition education and graduated from universities with distinctive features. I

would like to keep paying attention to the development of Chinese education.
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The Future of Human Resources Development in China
Sophomore, Faculty of Economics

Masaaki Shibata

Today, China is facing serious social problems.
How will abundant human resources solve these problems?

And how human resources will China need for this?

1. Introduction

In this paper, I would like to focus on the meaning of study abroad for young
Chinese, and consider to what degree the foreign education and culture can influence
the country’s educational reforms and human resources development.

As World Bank’s CHINAZ2030 points out, China must reform its existing social
system if the country attempts to avoid falling into a “middle-income trap”. In my
opinion, nothing other than the development of capable human resources will be
absolutely vital to the country’s successful social reforms. The Chinese Government
itself is aware of this necessity and have issued a list of human resources indispensable
for the country’s further growth, grouping them into seven broad categories: (1) Talents
in the central government, (2) Managerial talents of enterprises, (3) Talents with a
technical expertise, (4) Talents with specialist skills, (5) Experienced talents in local
administration, (6) Talents in social welfare and voluntary activities, and (7) Talents in
the news media. While most of these categories may be regarded as types of people who
have been conventionally required in China, the newly added categories (6) and (7) will
indicate the government’s growing attention to such sectors as social services and mass
media. Among many possible ways to cultivate human resources, a construction of a
stronger relationship with foreign countries seems to be the key to success. For, as we
discussed in our presentation, Chinese higher education today have faced multiple
problems in its quality and opportunities. These problems in the educational system
have become an obstacle to the growth of young capable human resources, and even
have had a harmful influence on university students’ job hunting and caused so-called
“Ant tribe”, too. Currently China needs the competent young who can tackle and solve
its social problems, and such human resources will be generated by educational reforms
including the promotion of study abroad and the qualitative improvement of domestic

education.
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2. History and current situation

In China, people who return from studying abroad are called “hai gui’(##)3). The
pronunciation is the same as that of the word ###, which means “turtle”, so this is
seen as a sort of irony to people who come back to China. How did China start paying
attention to “hai gui” and how did their numbers begin to increase?

In 1992, the Chinese economic system switched to a socialist market economy and
after that the government officially announced that it would start supporting overseas
studies, began encouraging people to come back to China, and made the coming and
going of people completely free. In the past, only certain people, those with an elite
education, were able to study abroad, but getting an education overseas has recently
become more common, and more and more people can afford it. Before, only people from
the Chinese elite could make use of public funds like government scholarships and,
after returning to China, they had to work hard for their nation. Since the 1990’s, this
trend has changed. Average citizens now have more opportunities to go abroad and
seek an overseas education, as well as more opportunities to find jobs in the private
sector. The number of Chinese students who go to study abroad has increased sharply.

Self-financed studying abroad is more popular in China, but the government has
institutionalized public-financed study abroad programs through its International
Study Abroad Management Commission. In 2009, 12000 people went abroad by using
this commission and many of those people went to North America or Europe. This
commission is cooperating with many foreign countries’ ministries and agencies. It has
agreements with a number of overseas top-ranked universities such as the University
of Oxford and Harvard University. In 2007, the “Study Abroad Program by the China
Scholarship Council” was established. Through this program, China is sending about
5000 top students every year to study with renowned professors at elite universities.
The fields they are focusing on are energy, resources, the environment, agriculture,
manufacture, and information technology which are all important keys for China's
smooth development in the future. At the same time, China is facing the problem of an
outflow of human resources. People who use public funds can get their travelling and
living expenses covered by their government but must return to China shortly after
finishing their studies and stay there for at least two years. That is why the ratio of
people who use public funds and return to China is quite high—97.7%. Meanwhile,
about 2 million students and researchers using private funds have been to foreign
countries since 1978, but only six hundred thousand have come back to China. This
situation has been gradually improving but China's human resources outflow is still

the largest in the world, especially in the field of science and engineering. The major

105



cause of this serious problem is that many people find jobs or get permanent residence
in foreign countries. I believe that China could not cultivate the human resources that
it needs, namely the so-called “seven talents troops”, with its current quality of higher
education. Therefore, it is very important that people who have received a multi-faceted
education in foreign countries and not just the typical rote learning offered in China

return to their mother country.

3. Solutions
What are the main factors that prevent students who have studied abroad from

returning to China? According to China Science Report, they are as shown in the table

below:

"Complicated personal relations in China" 78.8%
"Low credit to society" 77.8%
"Low quality of life" 75.1%
"Inadequate legal system" 67.7%
"Problem in food security" 61.9%
"Steep rise in house prise" 61.4%

These results come from a multiple-response questionnaire. We can see that many
of the causes cited are peculiar to China. Moreover, another problem is China's low
ability to absorb scientific research, while Chinese enterprises do not sufficiently
fascinate people who have studied abroad. Compared to other countries, there are
considerable differences in appointments to science research organizations, research
environments, and salary levels. Some scientists cannot meet their expenses without
being sponsored. Also, some enterprises pay attention not to people's actual abilities
but more to their blood relationships when recruiting applicants. This custom in China
stops many people from coming back. However, people with a superior education
obtained in other countries clearly have various kinds of useful potential. For instance,
Li Yanhong established “Baidu”, which is the biggest search engine in China, after
returning from his studies in America. Today, this search engine has grown to be the
second biggest one in the world after “Google”. Many “hai gui(¥##/#)” have also
succeeded in establishing new businesses. China should work out a plan to prevent the
outflow of such talent. The most important thing is that the Chinese labor recognizes
their ability and economic value. Actually, it is often said that, these days, people who
return to China from studying abroad are no longer necessarily top-level students and
so small and medium-sized enterprises keep them at a respectful distance. Certainly,

due to the increase in the overall number of students who go to study abroad, their
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quality may have become lower than in the past. Nevertheless, compared to people with
a normal domestic education, I strongly believe that they have power to change the
Chinese social system. For this reason, the government should provide many incentives
to them, such as research subsidies, and make it easier for them to start businesses.
There must be many latent entrepreneurs hoping to develop new enterprises and
markets given the right environment, so national policies which would help them do
that are definitely worth pursuing. With the right policies, they will have more reasons

to return to their home country.

4. The future of China's talent strategy

How will China cultivate its human resources in the future? In addition to
improving the exchange students' return rate, the government should begin by making
China more attractive to superior overseas talent. This is because it takes much time to
train top professionals and researchers domestically. Increased numbers of top
overseas human resources would not only contribute to China's economic growth but
will also mean that some of those professional imports would in turn actually become
effective teachers to domestic students. The government should do its best to attract
more foreign-residing top Chinese talent in various fields, further develop its economy
with its help, and then improve the quality of the country's domestic higher education
and human resources training system.

I take Singapore as an example of a country with a good talent strategy. In
Singapore, the International Talent Division of the Ministry of Manpower takes on the
responsibility of the country's talent strategy. For example, this division permits
universities to give talented overseas students five hundred thousand Singaporean
dollars. This is the maximum annual income there. Singapore has other advantages
too: high quality housing for foreign people, a high standard of public safety, a good
research environment and simple visa application procedures. Because of these
strategies, the country has reached third place in the “Manpower Ranking” established
by the World Economic Forum (WFF), and ranks first in Asia. The Chinese government
needs to come up with some preferential policies like Singapore. It must also do a lot to
try and erase China's currently prevalent negative image as we saw from the outcome
of the above-mentioned questionnaire. When we visited the Shanghai Prospect
Institute during our summer research, I heard a story about the “Thousand Talents
Program”. The government has the task to fulfill this program, but the current Chinese
education is restricted by too many discretionary policies and systems. Reforms in the

domestic higher education system, such as a clarification of the governmental
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management functions, together with guaranteeing an operational autonomy to each
university are essential policies that should be carried out simultaneously.

If more overseas talent can be invited to China, the training of highly skilled
domestic human resources will likely advance rapidly as students will start getting an
education of a global standard more frequently even at domestic universities. By
cultivating the kind of talent that is much needed in Chinese markets, many of the
social problems caused by China's higher education will be solved. However, whether
this will be accomplished or not depends on the government’s actions.

Finally, how can Japan make a contribution to human resources training in China?
Japan has its strong points in the fields of environment and caregiving, and skilled
professionals in these fields are undoubtedly needed in China. China is facing
environmental pollution caused by its rapid economic growth, while its aging society is
a more pressing issue even than in Japan. Actually, Japan also suffered from
environmental pollution during its period of high economic growth but eventually
managed to deal with it. Fukuoka city currently invites Chinese governmental staff,
and educates them on environment issues. Some Japanese schools train students in
caregiving so that more elderly people can live their lives without unnecessary anxiety.
Professional and cultural exchange in these fields between Japan and China will
intensify in the future, and our country can certainly contribute to the training of
skilled human resources there.

The theme of studying abroad concerns the whole of Japan, of course, but is also
something that is very close to us GLP students at the moment. As far as China, I
would like to continue following current events there and observe how successfully this
country manages to change from an Investment-Driven Economy to a Talent-Driven

Economy in the future.
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~The seven talent troops~
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