
F
or many years after market
reform started in the early
1980s, the people and
government of the People’s
Republic waited
impatiently for their first
Nobel Prize to glorify their
scientific and literary
advancements. But the
Nobel they wanted never

came, and the Nobel Prize that came is not
wanted – at least, not by the government.
Twenty-one years after the Dalai Lama was
awarded the Nobel Peace Prize, the
Norwegian Nobel Committee announced
this month that Liu Xiaobo was this
year’s winner. Beijing officials reacted in a
familiar and angry manner, denouncing
the decision as a desecration of the Nobel
spirit and putting human rights activists
and China’s cyberspace under even tighter
surveillance. 

There has been much talk about the
political repercussions of the prize in
China. Enthusiasts see it as a sharp rebuke
from the international community that will
shame Beijing into more co-operative
attitudes and policies towards greater
democracy and human rights. Critics argue

that recalcitrant communist leaders will be
provoked into more confrontational acts,
thus jeopardising the very little hope that
remains. A more urgent question is,
however, what Liu, and Chinese
democracy activists in general, should do
with the prize and how they should
respond to international sympathies and
support. It is certain that neither Liu nor his
wife will be able to accept the prize in Oslo,
but he should nonetheless decline it
voluntarily – all for the cause that earned
him the honour and landed him in jail.

A remarkable man, Liu indisputably
deserves the prize for his ceaseless struggle
for nonviolent democratic reform over the
past two decades. His winning of the prize
adds pressure on Beijing to stop its human
rights violations. While I believe the
combination of domestic and international
pressure will eventually result in more
political openness and respect for basic
human rights, the democratic future of the
People’s Republic resides in its people

alone: they will have to want
democracy, believe in democracy
and act to advance democracy.
Towards this goal, democracy
advocates like Liu play an
indispensable role by providing
an impelling and practical vision
of how a democratic polity will
not impede, but advance,
prosperity and stability in
China. Critically, however, they
must also demonstrate their
patriotic bona fides, which
naturally extend to some
fundamental concerns about
national sovereignty and
territorial integrity with regard
to Tibet and Taiwan.

In today’s China, having
foreign associations can create
doubts about a person’s
devotion to his or her country –
a fact I am acutely aware of after
being asked many times by my
friends and family to reaffirm my
loyalties. Such suspicion stems
from the nation’s painful
experience with Western and
Japanese imperialism, which is
frequently played up by the regime
to shore up its legitimacy. True, the
Communist Party itself relied heavily
on Soviet assistance for decades, but
their path to power is also stained with
blood and violence. However, today’s
democracy advocates, having no other
choice but to resort to persuasion and
activism, cannot ignore the charge that
they are more beholden to their
international supporters than to their own
people. 

In this age of global connectedness,
who is free of foreign influence? After all,
the concepts of democracy and human
rights themselves were originally Western.
A strong case could be made that foreign
thoughts can be adapted to the Chinese
context and used for their own purposes.
The notion of zhong ti xi yong (Chinese
learning as the essence and Western
learning for its usefulness) was popularised
in the late 19th century, yet when it is
promoted or sponsored by foreign
organisations or governments, it takes on a
different meaning and can have dangerous
implications for those who advance it. 

Liu has been accused by the
government and even some pro-
democracy intellectuals of championing
wholesale Westernisation in 1988 and
refusing to back down from it. His alleged
support for the Iraq war under the George
W. Bush administration sent out another
wrong message that, if amplified and
extrapolated, might weaken the cause of

democracy in the eyes of ordinary Chinese
people.

Exiled, jailed or under vigilant watch by
the government, many Chinese activists
are forced to look overseas for information,
platforms, funds and other resources. This
dilemma adds to the difficulties of
performing a balancing act between short-
term needs and a long-term perspective.
Nonetheless, democracy advocates need to
be able to assert their autonomy not only as
a tactic but also as a principle. The urgency
now is to unite and mobilise the vast
Chinese communities in Hong Kong,
Taiwan and abroad. After all, if the
advocates cannot convince those people of
the benefits of a great Chinese democracy,
how can they assure their compatriots on
the mainland, who are much less exposed
to democracy’s virtues?

There is a lesson here for foreign

governments and international
organisations as well. The road to China’s
democratisation promises to be tortuous
and long, and their continued support is
important in encouraging democracy-
loving Chinese. But such support should be
strictly limited to the moral and diplomatic
levels, or take shape – through official
channels – in specific programmes or
projects aimed at enhancing good
governance, rights protection, judicial
reform, and so forth. The Norwegian Nobel
Committee may have done the right thing
in putting the awful state of human rights
in China under an international spotlight,
but ultimately the prize will best serve its
purpose if left unclaimed.
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Following last year’s riots in Xinjiang
, mainland officials have

rethought their approach to that
western region. Beijing had long
relied on a policy of “strike hard,
maximum pressure”, thinking
ethnic tensions in Xinjiang were
rooted in extremism and
separatism. But last year’s riots
proved otherwise. Beijing was forced
to admit that the discontent that
boiled over was not merely the work
of fanatics, but the product of a deep
schism that has festered along
ethnic lines.

The divide between the Han
Chinese and ethnic minorities in
Xinjiang is most visible in the
disparity of incomes and living
conditions. Almost three-quarters of
Urumqi’s 2.5 million
registered residents are Han. Uygurs
make up just over 10 per cent of the
urban population but dominate the
city’s poorest areas. More and more
Uygur youth are moving in from
southern Xinjiang in search of jobs,
but their minimal education and
lack of Putonghua fluency anchors
them to the lowest levels of Urumqi
society. 

Although Uygurs are the largest
ethnic group in the territory, nearly
72 per cent of them live in barren
southwestern Xinjiang. The average
annual rural income in this region is
only 3,140 yuan (HK$3,650), which is
less than half the average rural
income for the greater Xinjiang
region. Uygurs are also under-
represented in more profitable
industries. For example, the energy
industry, which generates over half
of Xinjiang’s gross domestic
product, draws only 1per cent of its
workforce from the Uygur
population. The resulting inequality
is stark: the average annual income

of an oil industry worker in Korla
approaches 60,000 yuan – 20

times the income of a Uygur farmer
living less than 100 kilometres away.

Economic inequality is further
aggravated by policies that Uygurs
see as exploitative. Although
Xinjiang is China’s largest natural
gas producer and second-largest
petroleum producer, villagers living
in southern Xinjiang spend one-
third of their incomes on home
heating during the long winters.
Local governments receive little tax
revenue from the energy industries;
the central government and oil
industries divide most of the profits. 

Uygurs have little influence over
such policies. Although slightly more
than half of Xinjiang’s officials are
from ethnic minorities, few are
promoted to senior positions. 

Since the riots, the government
has shifted its approach on several
fronts. In April , Wang Lequan

, the long-serving, hardline
Communist Party chief of Xinjiang
was replaced by Zhang Chunxian

, a comparatively open-
minded and “people first” sort of
leader. 

Meanwhile, Beijing has increased
financial support to Xinjiang. In
addition to 100 billion yuan of direct
assistance annually, the central
government has increased energy
taxes to provide an additional 4-5
billion yuan – and created a “pairing
assistance system” in which the 19
richest provinces and cities will
provide 12.4 billion yuan to assist
Xinjiang. 

Beijing hopes a softer approach
and piles of cash will buy its way out
of trouble, but its plans will fall short
on several fronts. Uygurs are far
from satisfied with the meagre
increase in resource taxes. And
though the pairing assistance will
provide better infrastructure, it

seems unlikely to create many jobs.
The government is sending clear
signals that it will support Uygurs’
economic aspirations and provide
more public services to the poor. An
influx of financial aid will not,
however, weaken the Uygur ethnic
identity or address deep historical
rifts. Even if the new policies do help
Uygurs economically, calls for
greater political authority are likely
to grow. The strongest calls for
Uygur autonomy come from the
relatively well educated and wealthy
in Xinjiang, who tend to be strongly
committed to the preservation of
Uygur identity, culture and
traditions. 

The best solution for Beijing is to
take a chance and test a new
political system in Xinjiang that
grants its citizens more authority. In
this sense, Xinjiang’s problems echo
the political quandary common
throughout modern China: how can
the Communist Party loosen its grip
without totally loosing control? 

The question, or perhaps the
answer, is too frightening for China’s
leaders to entertain. Thus, economic
incentives continue to be used as a
salve for political shortcomings. Yet
economic development is an
especially ineffective treatment
when issues of ethnic conflict are
involved. At present, however, this is
the only prescription Beijing is
willing to offer. 
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C
hina’s sustained economic growth since Deng Xiaoping

launched economic reforms in 1978 has been
simply remarkable. The nation overtook Japan this year to
become the world’s second-largest economy. China’s
quick recovery from the subprime financial crisis is

equally remarkable. What about China’s future? One concern is
that Beijing has overfocused on gross domestic product growth. I
recently taught a class of Chinese government officials. They were
all very clear that their KPI (key performance indicator) was GDP
growth. Evidently, they have delivered. 

However, this single-minded focus on economic growth has
resulted in large societal and economic costs. One is the human
toll on 200 million migrant workers living away from home,
without access to education and social services. Another is the
obvious degradation of the environment through air and water
pollution. Still another cost is the rush to convert land from
agriculture to industrial and residential use.

Until now, Beijing’s approach has been to variously use
prohibitions and exhortations to direct provincial and city
governments to follow national policy. This approach has not
worked. For instance, Beijing does not allow local governments to
borrow. So, taking a leaf from Western investment banks, local
governments set up special-purpose entities to borrow from
banks. As of June this year, there were over 8,000 such entities with
total borrowings of 7.7 trillion yuan (HK$8.9 trillion). 

The contradictions have reached extremes that would be funny
if they were not so serious. In recent years China’s national growth
rate, as published by the National Bureau of Statistics, has been
less than the growth rate of all its provinces. Apparently, the drive
for growth is so strong that every province recorded faster growth
than the nation as a whole. 

Another concern is the balance between government and the
private sector. Economists worry that, in the course of China’s
recovery from the subprime financial crisis, the process of
economic reform has stalled and, in some dimensions, even

reversed. A philosophy gaining
traction is that the government should
increase its ownership and control of
business, and so more effectively
manage the macroeconomy. 

China’s 4 trillion yuan stimulus
plan included directly and indirectly
funnelling large funds to state-owned
enterprises. The building of new
railways and rebuilding of earthquake-
devastated counties in Sichuan 
boosts the revenues of state-owned
construction firms. State-owned
enterprises are handy for their quick
response to orders from the central

government. However, greater state ownership can increase
microeconomic distortions. For example, in recent months they
have been the top bidders in property auctions, fuelling already
overheated property markets.

Even more worrying is that state ownership has increased at
the expense of private enterprise. The Shandong provincial
government has taken control of Rizhao, one of China’s most
profitable private steel manufacturers. After investing in leading
dairy producer Mengniu, the government replaced the chairman
of Mengniu’s main operation. 

It is time for Beijing to shift towards assessing the performance
of all levels of government with a balanced scorecard – one that
takes account not just of GDP growth, but all important societal
and economic goals and the proper balance between government
and business. This would be a more effective approach than
relying on a panoply of prohibitions with loopholes for local
governments to exploit. President Hu Jintao and Premier
Wen Jiabao are nothing if not pragmatic. Hopefully, they
will embrace a more nuanced approach to economic
development in the next decade. That would be their enduring
legacy to socialism with Chinese characteristics.
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B
y the time this article is
published, the full text of
the proposal for the
nation’s next five-year plan
– by the CPC Central

Committee – should have been
made public. In the coming months,
the central government will turn the
proposals into a plan for economic
and social development from 2011to
2015. In March, the National
People’s Congress will examine it
and, if it is approved, the plan will be
implemented. 

That plan will be of crucial
importance. The communiqué from
this month’s party plenum showed
that, for the first time, the proposals
are based on the central theme of
scientific development. They
emphasise issues related to the
standard of living: reforms and the
opening-up process embodied in
the new five-year plan should
“ensure and improve people’s
livelihoods”. This should be
regarded as “the plan’s aim and
fundamental goal”. 

We agree with these goals. We
expect “livelihood” to become a
catchword in the press and public
discourse in the near to medium
term, while other phrases – social
security, income distribution and
public services, etc – will regain the
spotlight. Our concern about
people’s livelihood should not stop
here, but we should beware of such
concerns turning into populism.

The importance of livelihood
issues is not hard to understand. The
difficulty is selecting the right
solutions to livelihood problems
that will safeguard people’s
fundamental interests in the long
run. The goal involves better living
standards and a stronger sense of
well-being. Part of this vision is a
thriving middle class founded on
economic prosperity and a sound

legal system. It is not about chanting
slogans or short-term processes, but
long-term, comprehensive reforms. 

According to the communiqué,
reform and opening-up measures
will drive the transformation of the
economic development model. It
cites areas for deeper and quicker
reform, including the political and
administrative structures; fiscal,
taxation and financial systems; the
pricing and marketing of resource
products; and social programmes. 

China will face many challenges
as the 12th Five-Year Plan is
implemented. For example, the
supply of young labourers will peak
and then decrease gradually during

the 2011-2015 period. More workers
will get old before they get rich, and
the costs of labour and pensions will
increase. Bleak economic prospects
in Europe and America are
dampening China’s efforts to
increase exports. 

Looking back on the 11th Five-
Year Plan, which is just coming to an
end, we find many reforms left
uncompleted. Civil service pension
reform, for example, has stalled. In
some industries, state-owned
enterprises gain strength while
private enterprises decline. Where
SOEs have monopolies, employee
incomes remain unreasonably high
and corporate inefficiency is
widespread. No substantial progress
has been made in introducing a

property tax or launching a reform
of the personal income tax system.
Worse still, laggard political reforms
and the lack of effective supervision
over the party and government
authorities lead to frequent abuses –
infringements of civil, personal and
property rights; illicit land
acquisitions; the demolition of
properties and removal of residents;
and environmental pollution –
which anger the public. News
reports commonly tell of local
governments breaking the law
despite their role as public authority
enforcers. All these factors severely
threaten social harmony and harm
people’s livelihoods.

Livelihood issues play an
important role in both the 11th and
12th five-year plans. Past experience
shows that while reforms can
improve people’s livelihoods,
delaying them can reinforce
undesirable trends. 

For example, the widening
income gap on the mainland is
worrying. But government
interventions – what you might call
the “visible hand” – have failed to
treat the symptoms, far less provide
a cure. On the one hand, it’s true
that the egalitarian principle of
equal distribution is at odds with a
market economy. Differences in
income are driven by the wide range
of individual capabilities and the
notion of human resources as a form
of capital. Normal income gaps may
create incentives that boost people’s
creativity and enthusiasm. 

But a widening income gap –
between urban and rural regions,
government officials and civilians,
workers in monopolised enterprises
and ordinary enterprises – has been
caused primarily by the distorted
system and job mismatches. Income
gaps caused by grey, or illicit,
incomes also highlight the serious

consequences of tardy political
reforms. As the market economy
develops, the government must
redistribute incomes through a
minimum wage, better social
security system, taxation, transfer
payments and so forth. Deeper
reforms and improved livelihoods
are linked through income
distribution, a better market system,
ending the urban-rural demarcation
system and launching anti-
monopoly and anti-corruption
systems. 

We still have to identify the role
of the government in activities
linked directly to livelihoods. To
provide some primary public
services, the government and the
private sector might need to work
closely with NGOs. Then the
government’s role would be neutral
and regulatory. The government
should break the mindset, formed
through decades of planned
economies, that it has to get
involved in everything. It should
drop the “almighty totalitarian
government” formula. 

The rulers’ goal of fully
establishing a well-off society by
2020 is now only 10 years away,
which is a fleeting period of time in
the history of mankind. But this
decade is crucial for the modern
transformation of China. 

Standing at this turning point in
history, the government should
implement full-scale reforms. This is
not only to resolve people’s
livelihood problems, but to let
everyone in our society live a happy
life with dignity.
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