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 Professor Martin King Whyte is Professor of Sociology 

at Harvard University.  He received his BA from Cornell 

University and MA and PhD degrees from Harvard.  He 

taught at the University of Michigan from 1970 to 1994, at 

George Washington University from 1994 to 2000, and 

returned to Harvard as a faculty member in 2000.  He 

specializes in the study of grass roots social organization 

and social change in the PRC and has two recently 

published books reflecting his ongoing research on 

inequality patterns and trends in China: One Country, Two 

Societies: Rural-Urban Inequality in Contemporary China 

(editor, Harvard University Press, 2010) and Myth of the 

Social Volcano: Perceptions of Inequality and Distributive 

Injustice in Contemporary China (Stanford University 

Press, 2010). He has also published studies on China’s economic development patterns, 

continuity and change in Chinese family life, gender relations, health trends, and on 

comparisons of the post-socialist transition in China and Eastern Europe. 

 

 

 

 

SUB-OPTIMAL INSTITUTIONS BUT SUPERIOR GROWTH: 

 

THE PUZZLE OF CHINA’S ECONOMIC BOOM 

 
Martin King Whyte 

 

Harvard University 

 

Abstract 

This paper focuses on inequality trends in contemporary China and their implications for the 

motivations and productivity of ordinary Chinese citizens.  Based upon this analysis, it is my 

contention that, at least regarding patterns of inequality and opportunity, China’s experience 

does not require us to abandon conventional formulas in favor of a new set of prescriptions 

for growth, whether a Beijing Consensus or otherwise.  Instead we need to consider Chinese 

institutional arrangements today against the backdrop of the arrangements that prevailed in 

the last stages of China’s socialist planned economy.  Viewed in this light, property rights 

and opportunity structures in China today might be viewed as ―sub-optimal‖ rather than 

―bad,‖ but at the same time as vastly improved compared to the very poor institutions of the 

late-Mao era.  I will draw on evidence from China national surveys colleagues and I carried 

out in 2004 and 2009, focusing on popular attitudes toward inequality in China and 

comparisons with other societies, to reinforce my claim that current opportunity structures in 

China are compatible with the kinds of high citizen motivations needed for economic 

development. 
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 Professor Wen Tiejun is Executive Dean of Institute of 

Advanced Studies for Sustainability and Dean of School of 

Agronomics & Rural Development, at Renmin University 

of China. He is the member of State Consultant Committee 

of Environment Protection, Vice Chairman of China 

Society of Agricultural Economics, and Deputy Secretary-

General of China Macroeconomic Research Foundation. 

Professor Wen Tiejun is a renowned expert on social-

economic development and rural issues, especially in 

policy studies on current affairs, macro-economic, geo-

strategy, long-term agriculture & inclusive development. 

He was the recipient of the State Council’s Award for 

Outstanding Contribution in 1998 and CCTV Annual 

Award to Top 10 Economic Talent in 2003. 

 

 

 

 

Contemporary China's cyclical economic crisis and soft landing 
 

 

Wen Tiejun 

 

Renmin University 

 

Abstract 
 

Since 1949, China has attracted large-scale investment of foreign capital on four separate 

occasions. All of these were converted into government debt through the government’s 

corporate system. Each cyclical economic crisis has brought large-scale debt, resulting in 

times tens of millions of unemployed in this populous country. The most serious 

unemployment rates reached highs of 30% - 40%. Before the reform, there were three 

movements as tens of millions of "educated youths going to the countryside" in 1960, 1968 

and 1974 respectively. Since the changes brought about by the reform and opening-up policy, 

there have been figures such as 40 million youths awaiting employment (1980), and    40 

million laid-off workers (1994). However, only the 25 million migrant workers who lost their 

jobs during the financial crisis in 2009 were actually defined as unemployed. If there is no 

characteristically Chinese style soft landing or government policy to deal with the crisis, 

China will not be able to overcome the crisis, just like other developing countries. 
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Professor Wing Thye Woo is Professor at University of 

California at Davis, Chang Jiang (Yangtze River) Scholar 

at the Central University of Finance and Economics in 

Beijing, and Director of the East Asia Program within The 

Earth Institute at Columbia University.  Professor Wing 

Thye Woo received his B.A. (High Honors) in Economics 

from Swarthmore College, M.A. in Economics from Yale, 

and M.A. and Ph.D. in Economics from Harvard. He has 

published over 140 articles in professional economic 

journals and books. His article "The Monetary Approach to 

Exchange Rate Determination under Rational Expectations: 

The Dollar-Deutschemark Case," Journal of International 

Economics (JIE) , February 1985, was identified by JIE in 

2000 to be one of the twenty-five most cited articles in its 

30 years of history.  His current research focuses on the economic issues of East Asia 

(particularly, China, Indonesia, and Malaysia). Wing Thye Woo has advised a number of 

governments on macroeconomic and exchange rate management, state enterprise 

restructuring, trade issues, and financial sector development.   

 

 

 

 

China's New Challenge: The Middle-Income Trap 
 

 

Wing Thye Woo 

 

 

Abstract 

China became a middle-income country in about 2006.  It would be a historical to think that 

China will continue to enjoy superior growth and become a high-income country before the 

end of the 21st century.  The fact is that only a small number of countries in the 20th Century 

had caught up to the living standard of Western Europe and North America.  This talk will 

examine the feasibility that China will be able to meet the conditions that enabled the catch-

up growth in Japan, Korea and Taiwan to succeed, and avoid the fate of countries in Latin 

America that have all fallen into the middle-income trap. 
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 Professor Xiaobo Wu is Qiushi Chair Professor of Strategy 

and Innovation Management, Executive Dean of School of 

Management, and Director of National Institute for 

Innovation Management, at Zhejiang University. He is also 

the director of the Zhejiang University—Cambridge 

University Joint Research Center for Global Manufacturing 

and Innovation Management.  

 

Professor Wu has bachelor, master and doctorate degrees 

from Zhejiang University, and was a post-doctoral researcher 

at Asian Institute of Technology, Thailand, a visiting scholar 

at Institute for Manufacturing at University of Cambridge, 

and a Fulbright Visiting Scholar at Sloan School of 

Management of MIT. He has published extensively on 

managing technological innovation, and global manufacturing and competitive strategy in the 

Chinese context. He has been the principal investigator of more than ten research projects 

sponsored by national and international funders. 

 

He is the member of China Scholarship Council under the State Council, and the member of 

the Steering Committee for Management Science and Engineering Management, Ministry of 

Education, China, and the found member of Institute for Manufacturing, Cambridge 

University, UK. 

 

 

The formation process towards a more inclusive system: 

Comparison study on Suzhou and WenZhou
1
 

 

Xiaobo Wu
1
, Yanbin Jiang

1 

 

(1. School of Management Zhejiang University) 

Abstract: This paper proposes a generic framework for analyzing inclusive development 

systems, anchored two fundamental activities or status—participants in economic, social, 

political activities and sharing of returns, focusing on how the actors breaking the constrains 

or develop under the constrain of institution, and sustain their advantages. The framework is 

applied to a comparison on Wenzhou and Suzhou since reforms, revealing the evolving and 

dynamics of those two systems and current inclusiveness in economic, political activity 

participant and economic return sharing, shows Wenzhou mode is much inclusive than that of 

Suzhou, reveals the importance of Interest but not ideology-oriented government, market 

liberation and Clear property rights in such system, at last, it shows the convergence trend in 

organization institutions for two different regions and provides a basis for addressing the 

implicit assumptions of convergence among inclusive systems emerging in very different 

contexts. 

Keywords: Inclusive development, Wenzhou, Suzhou, Institution, Formation 

                                                 
1
 Thanks for the helpful comments and suggestions raised by professor Shulin GU, Franco Malerba, Olav Jull Sørensen and 

doctor Alfonso Avila-Robinson at CICALICS Academy, but the remain errors belong to us. 

http://en.csc.edu.cn/
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 Professor Andrew Atherton is Senior Deputy Vice 

Chancellor and Professor of Entrepreneurship at the 

University of Lincoln, UK. Previously, he was Director of 

the Foundation for SME Development, University of 

Durham, and Director of the Management and Policy 

Research Unit, Small Business Centre, Durham University 

Business School.  Andrew has degrees from the School of 

Oriental and African Studies (SOAS), University of 

London, and Yale in Chinese and economics. He has 

published extensively on entrepreneurship, with a particular 

focus on government policy and interventions to enable 

enterprise development. 

 

 

 

 

 

 

China’s Entrepreneurial Revolution: How and Why the Private 

Sector Emerged During the Reform Period 

 

Professor Andrew Atherton 

University of Lincoln 

aatherton@lincoln.ac.uk 

Abstract 
 

China’s economic growth has occurred in a period when many of the essential institutions for 

market competition have been lacking or under-developed.  Despite this, a burgeoning private 

sector has emerged and now accounts for the vast majority of economic activity and 

dynamism.  We explore this apparent paradox, noting that institutions designed for a planned 

economy evolved and adapted to changes in China’s economic landscape, driven by a 

pragmatic approach to reforming markets and enterprises, and a fundamental re-negotiation 

of the relationship between state and enterprise.  This capacity to adapt and learn suggests 

that there is scope in the future for China to grow through continued private sector 

development. 
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 Professor Michael Funke is Professor of Economics at 

Hamburg University and Research Fellow at Centre for 

Economic Studies and the Ifo Institute for Economic 

Research (CESifo, Munich). He was the Bundesbank-

Professor for Monetary Theory and Policy at the Free 

University of Berlin and an Associate Professor for 

Economic Theory at the Department of Economics of the 

Humboldt-University of Berlin. Professor Funke has a 

Diploma in Economics from Göttingen University and a 

PhD in Economics from Free University of Berlin. He has 

held visiting and consulting positions at international 

organisations such as Research Department and Institute 

for Economies in Transition, Bank of Finland, Hong Kong 

Institute of Monetary Research der Hong Kong Monetary 

Authority, Research Department of International Monetary Fund, Oxford University, 

Nottingham University, and Hong Kong Baptist University. He has published extensively on 

monetary theory, policy and economic growth. 

 

 

What Drives Urban Consumption in Mainland China? 

The Role of Property Price Dynamics 

 
 

Yu-Fu Chen 

University of Dundee 

and 

Michael Funke 

Hamburg University 

Hong Kong Institute for Monetary Research 

and 

Aaron Mehrotra 

Bank of Finland 

 
 

Abstract 
 

This paper adds to the literature on wealth effects on consumption by disentangling house 

price effects on consumption for mainland China. In a stochastic modelling framework, the 

riskiness, rate of increase and persistence of house price movements have different 

implications for the consumption/housing ratio. We exploit the geographical variation in 

property prices by using a quarterly city-level panel dataset for the period 1998Q1 – 2009Q4 

and rely on a panel error correction model. Overall, the results suggest a significant long run 

impact of property prices on consumption. They also broadly confirm the predictions from 

the theoretical model. 

 

Keywords: Consumption, House Prices, China, Panel Data 

JEL Classification: E21, R31, C23, O53 
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Parallel Session A1, A2, A3, A4, A5, A6 — Friday, 15 July, 09:00-
10:30

Session A1
China and World
(Rm Q013)

Chair: Professor Wing Thye Woo

1
Monetary Policy and Housing Price: A Case
Study of Chinese Experiences in 1999-2010
Yanbing Zhang, Xiuping Hua, Liang Zhao
How do monetary policy variables affect housing
prices? In this paper we apply a non-linear mod-
elling approach, Nonlinear Auto Regressive Moving
Average with eXogenous inputs (NARMAX), to inves-
tigate determinants of housing prices in China over the
period 1999:01 to 2010:06. The NARMAX approach
is advantageous over prevailing methods since it au-
tomatically selects linear and non-linear forms of the
variables and their numbers of lagging periods accord-
ing to statistical properties. Both linear and non-linear
estimation results identify a number of monetary and
price variables, including most notably mortgage rate,
producer price, broad money supply and real effective
exchange rate. Meanwhile, some key real economic
variables such as income are not significant indepen-
dently. Findings of this study should be helpful for
understanding the formation mechanism of Chinas
housing prices. It also offers valuable insights on how
to apply monetary policies managing asset prices.

2
China’s monetary policy communication:
Money markets not only listen, they also un-
derstand
Alicia Garcia-Herrero, Eric Girardin
Central bank communication is becoming a key aspect
of monetary policy as a consequence of financial liber-
alization and the introduction of market instruments
to conduct monetary policy. In the same vein, Chinas
financial system is becoming more sophisticated and its
monetary policy more market oriented although it still
relies on compulsory and/or administrative measures.
How much the market listens and, possibly, under-
stands the Peoples Bank of China (PBoC) should be
key for the central bank to further modernize its mon-
etary policy toolkit. In this paper, we tackle this issue
empirically and find that Chinas money markets not
only listen to the PBoCs words but they understand
the tone of monetary policy which the PBoC intends
to convey in its messages. First, we find that the con-
ditional volatility of money market rates changes right
after a speech from the PBoCs governing body. Sec-
ond, we find a statistically significant rise in interbank
rates the more hawkish the speeches are. All in all,
our results show strong evidence of effective communi-
cation from the PBoC towards Chinas money markets.

3
The External Dimension of China’s Economic
Development: A European Perspective
Julien F. Wielputz
Over the past three decades, China has left behind
more than a century of economic decline, to re-emerge
as a major actor of the international economy. The
achievement is particularly remarkable in being un-
derpinned by the countrys ability to shape the terms
of its engagement with international markets, chan-
nelling the forces of globalization to promote economic
development. This allowed China to conduct gradual
reforms supplemented by industrial policies of vari-
ous sorts, while successfully utilizing the resources of
the global business community without seeding to pres-
sures for rapid reforms along the line of the Washington
Consensus, the post cold war western orthodoxy. As
a result of Chinas economic success, the term Beijing
Consensus has now emerged, demonstrating that there
is a wider interest to draw more general economic de-
velopment lessons from the experience.
This paper will approach the wider topic of what
lessons can be drawn from how China engaged with
globalization, by focusing on how the country has
managed its economic relations with the European
Union, particularly since the countrys accession to the
World Trade Organisation. Limiting the study to the
narrower focus of economic relationship with the Eu-
ropean Union, although less scholarly thematized than
the corresponding relationship with the United States,
allows concentrating in greater depth on the political
economy dynamics shaping economic policy outcomes,
in what is nonetheless one of Chinas most important
economic partnerships. To do this, this study draws
insights from a series on research interviews conducted
with policy makers and interest groups, supplemented
by a study of policy documents and relevant statistical
materials on bilateral economic exchanges.
The paper will be structured around three subsequent
questions investigating the economic development in-
sights that can be drawn from Chinas engagement with
the European Union: First, how has China managed
its foreign economic policies towards the European
Union and various European actors? Second, what
are the advantages and limits of this approach? And
finally, are there transferable elements that would sup-
port the emergence of a Beijing consensus? It will be
established that China has been extremely successful
to utilize the European political environment, both
among member states and with different currents of
business lobbies, to create political breathing space for
its gradual economic reforms while keeping markets
open and foreign investment flows coming. Simultane-
ously, there are a series of exogenous factors making
the Chinese experience difficult to duplicate as an
economic development blueprint, as the Washington
Consensus has been. What Chinas experience shows,

4
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however, is the importance of pragmatism in making
the best of the opportunities available. In this there is
indeed much to be learned.

4
If the Unites States sneezes, does the world
need paracetamol?
M.J. Herrerias, Javier Ordonez
There is an old saying that states that If the United
States sneezes, the rest of the world catches a cold.
Against this background, it is argued that some coun-
tries, especifically China, can decouple from the US
economy and sustain strong growth in the face of a
US slowdown. In this paper we analyze the extent to
which the US economy affects international business
fluctuations across countries. A multivariate nonlin-
ear LSTAR model is estimated for the GDP cyclical
component of China, France, Germany, the UK and
the USA. This nonlinear framework allows the busi-
ness cycles asymmetries to be captured properly in
order to identify the synchronization behavior across
countries. Our results suggest that there is a relevant
influence from the US cycle, since it acts as a source
of international business cycle synchronization. How-
ever, spillovers from US cycle fluctuations to China are
rather modest.

Session A2
Economic Growth
(Rm Q012)

Chair: Professor Martin King Whyte

5
The Chinese economy: growth and transition
to a new growth trajectory
Dilip K. Das
Macroeconomic reforms, liberalization and institu-
tional restructuring were instrumental in making China
an economy with the highest long-term average GDP
growth rate in the most rapidly growing region of
the global economy. China not only shifted to a new
growth trajectory but measured in market prices and
exchange rates, it also became the second largest econ-
omy in the world in mid-2010.

It also succeeded in integrating with the regional and
global economies and its heft in the global economy
progressively went on increasing. China followed a
capital-intensive industry-led growth model and its
manufacturing sector maintained its dominance of the
economy throughout the three decade long reform pe-
riod. This sector also became a significant driver of
economic growth. China became a vigorous and in-
ternationally competitive manufacturing economy and
integrated well into regional and global manufacturing
products and services markets, making an imperious
niche for itself in the regional and global production
networks. Rapid GDP growth not only lifted millions
out of poverty but also managed to create a significant

middle-class with large spending power.

This article argues that although China’s growth model
has so far served it well, it is no longer ideally suited
for China’s future. It ended up creating domestic and
global imbalances. At this juncture, there is an imperi-
ous need for it to rebalance its economy. To that end,
it needs to switch its growth trajectory once again.
The emphases of the 11th and the 12th Five Year Plan
demonstrate that Chinese policy makers appreciate
this fact and have been trying to do so.

6
China’s adaptation challenge: how to facili-
tate a shift towards a low-carbon economy, in
the context of rinsing energy demands, rapid
urbanization, ongoing requirement for develop-
ment
Christian Ploberger
China’s economic growth strategy was exceptionally
successful in generating lasting economic growth and
by lifting millions of people out of absolute pov-erty.
China’s reform process also represents a successful
process of institutional adaptation and consequently
highlights the very political nature of the reform pro-
cess. Even as this indicates a remarkable successful
reform project, China’s energy needs its coal based
energy generation and its resource intensive growth
strategy carries fundamental economic and social im-
plications for China’s future development. After all,
China is already confronted by serious issues of envi-
ronmental degeneration and the negative impacts of
climate change. Equally crucial is, to recognize the
complexity of environmental degeneration and climate
change as they represent a combination of political, so-
cial, economic and technological issues. We can already
identify strong, political and economically, indications
that the government is responding to this complex chal-
lenge, by sup-porting a shift from its resource and en-
ergy intensive economic development models towards
a low-carbon economy. Ultimately, timings matters,
if a lasting lock-in effect in an emission intensive de-
velopment process is to be avoided. Moreover, albeit
the success of the reform/opening process highlights
the adap-tiveness of China’s institutions we should not
take it for granted that this success will be repeated in
addressing China’s environmental and climate change
issues. Nevertheless, China’s ability or inability of
formulating an environmental friendly, low-carbon in-
tensive development strategy, is of critical importance
not only for its future development but equally critical
for global efforts to address the climate change issues
as well.

7
Growth opportunities, technology shocks and
asset prices in China
Marianna Caccavaio, Gabor Pula and Daniel
Santabarbara
Although there have been a large number of studies on
developed economies, the relationship between stock

5
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market movements and firm characteristics in China
is still unclear. Following Kogan and Papanikolaou
(AER 2010) we identify firms with high growth oppor-
tunities based on the covariance of their stock returns
with the investmentspecific productivity shock. We
find that firms with more growth opportunities invest
more on average and their investment increases more
in response to a positive productivity shock. Over-
all the analyses suggest that at least for consumption
companies investments in China are driven by growth
opportunities. This is consistent with the idea that
consumption companies are less controlled by the State
and are more market oriented.

8
The BRICs emerging new rules of engagement
for New World Order
Oskar Kayasan
The global organisational dilemmas of BRICs phe-
nomenon are examined from emerging new form of
global governance perspectives. World power is shift-
ing towards large emerging BRIC countries such as
Brazil, Russia, India and China. This paper has exam-
ined the sustainability of the organisational dynamics
of BRICs from “New World Order” perspectives. In
particular focus on whether the current state of world
can be reshaped by a new strategic role of BRICs
countries. The BRICs, a grouping acronym is refer-
ring to the countries of Brazil, Russia, India, China
and South Africa. The term BRIC was coined by
Jim O‘Neill in 2001, the prominent Goldman Sachs
economist, to describe what he then saw key “emerg-
ing” markets. The term first prominently was used
in a Goldman Sachs report 2003. These countries are
not a political alliance but they have the potential to
form a powerful economic block. This is to argue that
economies of the BRICs are rapidly emerging and by
2050 will eclipse most of the dominant economies of the
West. These countries are not political alliance, such
as EU, but they have the potential to form a powerful
economic block. This paper has good understanding
that they are on the cusp of global economic con-
tender, Brazil, Russia, India, China and South African
(BRICs), and they represent (Latin, Eurasia, Indian,
Asian and African). The BRICs has formed as a po-
litical grouping and cooperation has been significant
in a way that has far exceeding most expectations.
These countries account for more than a quarter of the
world‘s land areas and more than 44 cent of world pop-
ulation, account for 15% of the global economy, 60% of
global GDP, and 42% of global currency reserves. The
remarkable transformation, since they have changed
their political system to embrace global capitalism.
The BRICs, summit 2011 in southern China‘s resort
city Sanya, and chaired by The Chinese president Hu
Jintao has attracted the world-wide attention. Hu has
expressed that China will pursue the strategy of “going
global,” participate in global economic governance and
regional cooperation, and build a resource-conserving
and environmental-friendly society. This paper has
draw attention into four inter-related issues regarding

to their organisational strength; (i) the role of in-
creased (inter-intra nationality) mobility, (ii) national
characteristics to organisational global progress, (iii)
geopolitical rise on the global impact, (vi), the con-
struction of BRICs to deal ‘New World Order‘, in
constituting these fast changing countries. The initial
assessment shows that there are several issues: firstly,
the conceptual basis as reference to economic ideol-
ogy beyond the civilisatinal; secondly, it espouses a
holistic view of construction; thirdly, it has not fully
formed as a formal organisation to have global legit-
imacy. Although, these issues are in progress, the
BRICs is moving forward to gain a global recognition
to have a role in ‘New World Order‘ in the making.
The goal of the narratives is to provide insights on how
to construct new rules of engagement to deal with the
complex international issues.

Session A3
Labour Markets
(Rm Q011)

Chair: Dr. Johanna Rickne

9
Labour Market Reform and Human Resource
Management
Guo Ziyu
With the rapid development of China’s economy, the
attraction of the world has centralized on China. The
more quickening grow, the much more concentrations
on China. After China reform and openness, China’s
labour market has grown with a rapid step. Along
with the grown, the problems have occurred as well,
therefore, measures are need of reforming the labour
market. Human resource is a accompanying issue with
labour market. One perfect labor market cannot op-
erate without perfect human resource management.
Given the importance of the labor market and human
resource management, we look how the labor market
reform and human resource manage in China.

10
Urbanisation, rural-urban migration and re-
form: The case of Chongqing municipality
Carola Ramon-Berjano
The hukou system, introduced in China in the late
50s was a useful mechanism both political and eco-
nomic during the sixties and early seventies. However,
with the opening and reform experienced in China af-
ter 1978, the hukou became a major issue of debate,
particularly as coastal development and urbanisation
attracted large number of illegal migrants from the
countryside. This system accentuated the gap between
rural and urban incomes and opportunities. Reforms
to this system have been introduced since the nineties.
However, in 2007 at the 17th National Congress the
reform of the hukou system was proposed and there-
fore reforms accelerated. In 2010 the municipality of
Chongqing introduced an ambitious reform to the sys-
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tem, which will have deep implications for the rest of
the country, not only in terms of the hukou system
itself, but most importantly regarding the closing of
the gap between urban and rural incomes.

11
Socioeconomic Statuses, Students’ on-campus
Performance and Inequalities in Their First Job
Salaries: the evidence from the Chinese labour
market
Suyu Liu
The relationship between higher education and labour
market meritocracy is always an important concerned
by researchers in the field of ‘education-employment
transition’. However, though there is a wide literature
focusing on the link between educational qualifications
and the labour market outcomes, relevantly little at-
tention has been paid to whether and how graduates’
performance during their studies in the same univer-
sity affect their first job salaries. Meanwhile, though
existing studies made contributions to the labour mar-
ket returns to students’ socioeconomic statuses (SES)
and gender, whether and how the Chinese labour mar-
ket discriminates graduates with low SES or females
remains to be an open question.

Therefore, this paper adopts the administrative data
from two universities in Xiamen to investigate whether
and how university graduates’ SES, on-campus perfor-
mance (OCP) and gender affect their first job salaries
after graduation. Some of the results are consistent to
the popular belief and previous literature, while some
of our results are quite beyond the predictions of the
existing studies. For example, we find as an impor-
tant indicator of graduates’ SES, the family Hukou
statuses, has little impact on their first job salaries.
Graduates’ academic grades in the university are not
significantly related to their first job salaries either.
Also to our surprise, the labour market does not pay
discriminative first job salaries to fresh female grad-
uates, and it even favours female graduates’ foreign
language abilities more than men’s.

Based on the results we provide some explanations
and advice to the on-going reforms on Chinese higher
education and labour market. We believe that Chi-
nese higher education has some intermediate effects
to enhance the labour market meritocracy, while the
socialist ideology also contributes to reduce the wage
inequality due to SES and gender.

12
Redundancy Burden and Executive Incentive of
State-owned Enterprises: Empirical Evidence
from China
Liming Wang, Ningyue Liu, Min Zhang
This paper examines the impact of redundancy bur-
den on the executive incentive mechanism of state-
owned enterprises employing the data of listed com-
panies in Chinese equity market. The analysis re-
veals that redundancy burden significantly reduces the

compensation-performance sensitivity of executives in
state-owned enterprises and increases the degree of
compensation stickiness leading to more perquisite con-
sumption of executives. We conclude that the political
objectives of government result the target diversity of
state-owned enterprises. Moreover, the target diver-
sity distorts the governance structure of state-owned
enterprises. The findings provide empirical evidence
on multi-tasking theory of state-owned enterprises and
also provide an important reference for state-owned
enterprises reform in China.

Session A4
Chinese Stock Market
(Rm Q010)

Chair: Dr. Zhongmin Wu

13
Foreign-Shares Discount on the Chinese Stock
Market: Evidence for A- and H-share markets
Joseph K.W. Fung, Eric Girardin, Jian Hua
This paper examines the foreign share discount be-
tween A and H shares before and after the Chinese
switch to a floating exchange rate regime in July2005.
Using intraday data(during the two hours of joint open-
ing of the two exchanges) OF 26 Chinese dual-listed
firms on the A and H share market from 2004 to 2006
for sample, we find that large H- share discount was
present before as well as after the Chinese exchange
rate regime reform. The H share discount decreased
substantially and significantly during the managed
floating exchange rate regime. Our cross sectional and
panel data analysis find that, in the pre-reform, the
H-share discount is related to A-share intraday volatil-
ity, expected exchange rate change, index discount,
which is consistent with different stock risk, expected
exchange change rate change and stock market hy-
potheses. In the post-reform, we consider that none of
the six traditional hypotheses can explain H-share dis-
count. We suggest another explanation based on the
split share reform, may as a solution to the H-share
discount puzzle.

14
An Analysis of the Chinese Stock Market dur-
ing the Global Financial Crisis
Su Qian Kong, Lucia Morales, Joseph Coughlan
Current economic and financial instability affecting
major developed economies seems to have some minor
effects in the Chinese economic strength, and in par-
ticular in its stock market performance. Taking these
facts into account is the aim of this paper to investigate
on the relationship between the Chinese stock market,
the U.S. stock market, and the linkages between these
stock markets and one macroeconomic fundamental
variable-the Chinese overnight repo rate.
The research main results indicate that there is enough
evidence suggesting the existence of cointegration re-
lationships in long-run and short run between the
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Shanghai Composite and the repo rate. Additionally,
the causal analysis shows a unidirectional causal ef-
fect running from the Shanghai Composite repo rate
S&P500 Shanghai Composite during the pre-crisis pe-
riod (April 2003 to September 2007). On the other
hand, the causal effects changed their direction to
S&P500 Shanghai Composite; S&P500 repo rate; repo
rate Shanghai Composite during the financial crisis
(October 2007 to May 2010), which suggests that the
Chinese government is trying to stabilise its stock mar-
kets. Finally, there is no proof supporting the existence
of financial contagion running from the instability af-
fecting the US financial markets to the Chinese stock
market.

15
Stock Market Financing Friction and the Opti-
mal Capital Structure
Zhengwei Wang, Wuxiang Zhu, Simin Wang
Up to now, each existing capital structure theories
have a common implicit assumption, that is, the capi-
tal market can provide so plenty of financial products
that companies can choose means of financing freely.
But in fact, the impact on capital structure of capi-
tal market’s development extent can not be neglected,
even if in American capital market, the state that the
company can freely choose the means of financing is
not true. It is even more obvious that the financing
decisions of China’s listed companies are constrained
by Chinese capital market condition. For example,
there are many threshold limits to equity financing
(including IPO, SEO, and convertible bond issuing) of
listed companies, which can change with times. The
equity financing channel even might be shut down in
special time periods (for example, in the period of re-
form of non-tradable shares in 2006, any kind of public
equity issuing is prohibited). As the result, we usually
regard China’s capital market as a market with more
immaturity and imperfection. These immaturity and
imperfection make firms hard to freely choose their
means of financing. What usually happens in the real-
ity is that when a company wants to raise funds for its
investment, combined with its own capital structure
needs, equity financing may be its dominant choice,
but the company is forced to float a loan, just because
of equity financing constrains due to market condi-
tions.
The immaturity and imperfection of China’s capital
market obviously brings financing frictions to listed
companies in stock market (When talking about mar-
ket friction, the previous literature mainly refers to
the tax, transaction cost, information cost, agent cost,
and so on. However, we refer to the market friction in
this paper with a broader definition, which is any re-
strictions in financing caused by any reasons, not only
including all kinds of costs mentioned above, but also
including financing restrictions brought by any financ-
ing policies and regulations). Is this kind of friction
an important factor influencing the company’s capital
structure? This paper will focus on the relationship be-
tween the optimal capital structure and the changes of

financing policies and regulations environment, which
proxies the changes of financing frictions in China’s
A-share market. Besides, for the importance of the
market timing theory in recent years, this paper will
make a test on the applicability of the market timing
theory in China’s market at the same time.

16
Bank profitability and macroeconomics: the
case of China
Yong Tan
This study examines the bank-specific, industry-
specific and macroeconomic determinants of bank
profitability in China over the period 2003-2009. The
banks used in the study include five state-owned com-
mercial banks, twelve joint-stock commercial banks
and seventy eight city commercial banks. The empir-
ical evidence has revealed that higher labour produc-
tivity is helpful in increasing the bank profitability in
China. In addition, the well development banking and
stock market is good for the improvement of Chinese
bank profitability. Finally the inflation is not antic-
ipated over the examined period, and higher GDP
growth rate will decrease the Chinese bank profitabil-
ity.

Session A5
China and the World
(Rm Q009)

Chair: Dr. Xiaolan Fu

17
No Remedy, No Right: Re-assessing the Bei-
jing Consensus
Miao Han
The term Beijing consensus began to take on a life of
its own in 2004, when the UK.s Foreign Policy Centre
published a paper by Joshua Cooper Ramo entitled
.the Beijing Consensus.. China.s distinctive transi-
tion growth has been studies with emphasis upon its
sustainability. However, despite a relatively limited
damage compared with advanced economies, China
did sustain enormous losses between 2008 and 2009.
That is widely different from China.s successful escape
from the 1997 Asian Financial Crisis. As a result, the
outbreak of the widespread economic crisis may well
constitute a formidable test for the model of China.s
development and consequently decide the fate of the
Beijing consensus. Only if China achieves economic
stability well ahead of the rest, the Beijing consensus
will be consolidated as an alternative growth model; if
otherwise, the promise of this concept may never be
realized. From the perspective of crisis management,
this paper will explore the role played by the People.s
Bank of China, and then query whether such a judge-
ment is sufficiently critical to access the rise of a new
development model.
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18
Understanding the Global Imbalance from the
Perspective of Outsourcing Activities to China
Yuning Gao
Global Imbalance is one of the most frequently high-
lighted keywords that people discuss the current fi-
nancial crisis and China is certainly mentioned as the
Source of it. During the past decade, many researches
had already brought out different explanations from
Bretton Woods II to Saving Glut etc. The paper first
exam the overall global imbalance by using the Net In-
ternational Investment Position and then extracted its
change with current account balance and merchandise
trade deficit of the US.
Considering that a majority of the trade surplus are
from the products made by branches of multinational
companies, China seems have enough argument against
this blame. This paper goes beyond the traditional
interpretation of the phenomenon through the input-
output analysis of these outsourcing activities to the
network method of redistributing the value added of
products through the trade balance among partners.
The statistics of processing trade of China actually
help us to set up this network balance.
The estimation result of the paper shows that the US-
China trade deficit is just about half of the value under
the traditional statistics and the adjustment bilateral
deficit is even less for the ICT sectors. This means
the appreciation of RMB may narrow the surplus of
China, but just re-adjust the deficit of US through the
direct and indirect trade partners. The basic nature of
international division of labour will help us to under-
standing the imbalance more deeply.

19
The “China Effect” on EU Exports
Alessia Amighini, Roberta Rabellotti, Marco Sanfilippo
We empirically analyze the host country determinants
of Chinese outward FDI over the years 2003 to 2008
with disaggregated data by country and industry. We
aim at assessingthe relevance of the market-seeking,
resource-seeking and strategic asset seeking motiva-
tions suggested by the theory on FDI determinants.Our
results show that only FDI in the manufacturing in-
dustry are drawn by market seeking motivation. As
expected, resource seeking is an important motivation
for Chinese FDI in resource related sectors, which go
to countries with political fragile environments. As
regards the strategic asset seeking motivation, it is
relevant both in the manufacturing and in the service
industry.

20
Do Emerging Markets Matter in the World Oil
Pricing System? Evidence of Imported Crude
by China and India on Brent Prices
Hong Li, Sharon Xiaowen Lin
This paper provides empirical evidence on the chang-
ing structure of world oil price system by identifying an
additional driver emerging market factor. We choose
China and India as a representative of emerging mar-

kets and intend to examine if the quantity of crude oil
imported by China and India is significant in the exist-
ing oil pricing system of Kaufmann et.al. (2004). Our
data cover the period from January 2002 to March 2010
which includes the oil shock of 2007-2008. We utilize
cointegration and Error-Correction-Model framework
developed by Engle and Granger (1987) and Gregory
and Hansen (1996) in the analysis. Our results indi-
cate that demand for imported crude from China and
India has become a significant factor in the world oil
pricing system since 2003. This result is significant as
it lends empirical support to the widely held conjec-
ture that the oil shock of 2007-2008 is a demand led
shock (Hamilton, 2009). Our result also has significant
policy implications that go beyond the oil shock. The
emerging market factor is there to stay and reflects
the changing power between emerging and developed
economies in the world economic system as a result of
decades of fast economic development in the former. It
will certainly influence policy issues related to oil and
beyond.

Session A6
Population and Development
(Rm Q007)

Chair: Professor Wen Tiejun

21
Demographic Trends and Sustainability of the
Old-Age Security System in China
Enrica Di Stefano
In the last 60 years, the large population growth in
China has been paired by lowering fertility and mor-
tality rates. The country is therefore ageing fast, but
this is occurring at a low per capita income levels.
This article provides evidence on these facts compar-
ing China to other countries and argues that, if the
level of income per capita remains low, China might
face increasing problems for the sustainability of the
current old-age security system. In particular, the gov-
ernment will have to face a growing pension burden
for urban residents; at the same time, it will also need
to provide support to an increasing share of the rural
population. The traditional system based on family
support will in fact be hampered by the decreasing
size of the households and by the large rural-to-urban
migration.

22
China: an NDC-inspired Reform for an Aging
Economy
Heikki Oksanen
The aim of this paper is to analyse options for reform-
ing the fragmented Chinese pension system that covers
only 55% of urban employees and a very small part of
the rural population. After a brief history of pensions
in China we present recent reform proposals and then
discuss principles of pension reforms, with particular
attention to reducing the pension contribution rates so
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that compliance could improve and coverage increase.
As the Chinese population is ageing fast, we are pre-
senting transition to a notional defined contribution
(NDC) system as a model for adjusting the pension
rules for increasing longevity. Transforming the ac-
crued pension rights into NDC accounts and starting
to apply the new NDC-inspired rules on indexation
is not necessarily a jump into the unknown for the
Chinese pensions system. Rather, it could be a useful
and longawaited clarification to the rules and a way
to move towards a more uniform system nationwide.
With the help of a simulation model based on Chinese
data we produce scenarios for a range of pension re-
forms and assess their properties.

23
Could Social Participation Delay Cognitive De-
terioration for the Elderly? Evidence from
China
Shu Cai
How to promote healthy aging is a problem facing by
governments, societies and families in the 21st century.
The problem is more pronounced in China, where one
fourth of the population is predicted to be older than
65 till the middle of this century. Previous studies have
found positive correlations between health and social
interaction. However, few of them provided a casual
explanation of the health effect of social interaction.
This study advances a model to take account of unob-
served individual heterogeneity and state dependence

of health evolution. Using a nationwide dataset from
the Chinese Longitudinal Healthy Longevity Survey
(CLHLS) in 2002 and 2005, the study finds that par-
ticipation in social activity benefits cognitive function
of the elderly. To deal with potential confoundness
of casual relationship, the study uses social service
from community as instrument variable for individual
social participation. The result is robust to differ-
ent specifications and tests for potential survival bias.
Heterogeneity analysis suggests people who are dis-
advantage in social participation benefit more if they
could participate social activity. Findings in the study
have some important implications for policy. First,
it is favorable for the government to promote an ac-
tive life in older people and improve their access to
leisure activities as suggested in the first stage of IV
estimation. Further more, the results also provide
some suggestive guide for the targeting population of
governmental program on promoting active life of the
elderly. Social participation is suggested to be posi-
tively associated with greater income, more education,
younger age, urban areas. Differences in social activity
reinforce socioeconomic disparities in mental health
for the elderly. It is necessary for the government to
give priority to promoting social activity among those
with low socioeconomic status, as the returns would
be higher than investigation on groups advantaged in
social participation.

Parallel Session B1, B2, B3, B4, B5 — Friday, 15 July, 11:00-12:30

Session B1
Foreign Direct Investment
(Rm Q013)

Chair: Professor Xiaohui Liu

24
Do China’s OFDI substitute or complement
trade: Case studies of OFDI in Africa and Eu-
rope
Agnieszka McCaleb, Guenter Heiduk, Malgorzata
Krusiewicz
The analysis of global FDI flows and trade in the
past three decades shows an increasing trend of both
cross-border activities. The high correlation suggests
that these activities are driven by the same economic
factors. But this does not necessarily imply gen-
eral complementarity between FDI and trade. Firm-,
industry- and even country-level studies differentiate
this FDI-trade-pattern. Extended trade models which
include in their simple form international mobility of
production factors and in their advanced form the
existence of multinational firms suggest a variety of
cases where trade and FDI are substitutes or com-

plements depending on the particular “package” of
the production-, country- and policy-specific assump-
tions. Empirical studies suggest that complementarity
is becoming the dominant FDI-trade pattern. Attract-
ing FDI combined with trade openness has proved to
be a successful strategy to emerge from a no-growth
to a high-growth country. More and more emerging
countries reached maturity in the sense that OFDI
signal the emergence of home grown MNCs. There is
evidence that the OFDI-trade nexus of emerging coun-
tries is different from the IFDI-trade pattern and also
different from that of developed countries. The paper
is aiming to shed light on the OFDI-trade pattern of a
large emerging country by using China as an example.
The literature on China’s OFDI suggests that all well-
known motivations are present depending on the time,
industry, region of the OFDI. The OFDI-trade pattern
is not the focus of most studies. Two case studies on
China’s OFDI to Poland and Angola should provide
a basis for in-depth quantitative studies. The very
preliminary result suggests that the current concepts
of substitution and complementarity are too narrow
to describe the complex trade - outward investment
patterns, especially in the case of China. The China-
Poland case study suggests that even for an emerging
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country vertical OFDI create trade on country- and
firm level. The China-Angola case study stresses the
necessity to add the political economy dimension of
development aid and strategic institution building to
the pure firm/industry-related trade-OFDI patterns.

25
China’s outward FDI: An industry-level analy-
sis of host country determinants
Alessia Amighini, Roberta Rabellotti, Marco Sanfilippo
The outward expansion of Chinese firms in a growing
number of industries through rapidly increasing ex-
ports since the early 1990s and more recently through
foreign direct investment (FDI) has inspired a huge
amount of research, both within the economics and
the international business literature. However, there
is still limited empirical research on the models of in-
ternationalization followed by Chinese MNEs. Most
studies are based on either descriptive evidence or on
company case studies. The empirical analyses on host
country determinants of Chinese foreign direct invest-
ment consist on a few studies of aggregate FDI flows
(Buckley et al, 2007; Cheng & Ma, 2008; Cheung &
Qian, 2008; Kolstad & Wiig, 2010).
This paper provides a detailed econometric analysis
of the host country determinants of Chinese outward
FDI from 2003 until 2008 the more recent and large
wave of foreign expansion by Chinese firms with dis-
aggregated data at industry and country level. It
improves on previous studies in two ways. First, rely-
ing on industry level data allows taking into account
potentially different motivations for FDI in different
industries and sectors. Second, it includes several im-
portant explanatory variables of FDI, such as natural
resources, infrastructures, institutions, market size, bi-
lateral trade flows and human capital. By so doing,
we are able to detect whether different motivations
(market-seeking, resource-seeking, strategic asset seek-
ing) are at work for FDI in different sectors and/or in
different group of countries.
Our empirical strategy consists of estimating a random
effect panel probit model, which measures the partial
effect of each explanatory variable on the response
probability function, represented by a binary coeffi-
cient assuming the value of 1 if China has invested in
sector i and/or in country j, and 0 otherwise. Data
are based on project information provided by FDIMar-
kets.com.

26
The Third-country Effects in the Location De-
terminants of OFDI for Transitional Countries:
Evidence from China (2000-2009)
Yuyuan Wen
There are a lot of theoretical researches and empirical
analyses on the location determinants of outward for-
eign direct investment (OFDI) for transitional coun-
tries. Most of the studies have largely ignored the
spatial interdependence and interaction between the
host countries or areas, i.e. the third-country effects.
Fortunately, recently a few articles began to account

for such issues in their estimation. This paper takes
China, a transitional country, as a case and conducts
a general examination of “the third-country effects”
and their degree in empirical OFDI models using data
on China’s OFDI activity (2000-2009). Findings: (1)
the estimated relationships of traditional determinants
of FDI are rather robust to inclusion of terms to cap-
ture spatial interdependence, i.e. “the third-country
effects”, even though such effects are estimated to
be significant, which shows the countries selected by
China OFDI are not isolated or disorder. However, (2)
it is also found that both the traditional determinants
of OFDI and the estimated “the third-country effects”
are quite sensitive to the sample of countries one exam-
ines while the latter play rather important role in any
case. Theses findings have meaningful implications for
forecasting the outflow direction of China OFDI and
policy making for those who hope to get OFDI from
China.

27
Foreign Direct Investment and Total Factor
Productivity in China: A Spatial Dynamic
Panel Analysis
Eunsuk Hong and Laixiang Sun
This paper develops a spatial dynamic model to assess
the total-factor-productivity (TFP) effects of exter-
nalities generated by foreign direct investment (FDI).
The model is capable of disentangling TFP effects from
capital accumulation effects and introducing spatial in-
terdependence based on theoretical derivation rather
than spatial statistical tests. An application of this
model to a panel dataset of China at the provincial
level over 1980-2005 shows significantly positive im-
pact of FDI externalities on TFP within and across
regions. This finding is robust to a range of empirical
specifications of our theoretical model, to different es-
timators, and to alternative proxies of FDI intensity
variable.

Session B2
Innovation
(Rm Q012)

Chair: Professor Xiaobo Wu

28
Innovation-orientation, Dynamic Capabilities
and the Growth of the Shanzhai Firms: A
Multi-Cases Study
Rongwei Ren, Yunxia Zhu, John Zhang, Yan Zhou
The development of village firms from imitation to in-
novation have become an important micro-foundation
of China’s economic growth and the manufacturing
development. With the cluster development of Chi-
nese mobile phone industry as the macro and indus-
trial environment background, this article chose Bei-
jing Tianyu Communication Equipment Co. Ltd as
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the typical example of innovation in village firms and
studied the evolution of innovation-based dynamic ca-
pabilities in this company by adopting the leading-edge
dynamic capability theory, innovation theory as well
as industrial cluster theory. The authors further dis-
cussed how to improve the dynamic capabilities in vil-
lage firms in China. It is finally suggested that village
firms should reduce innovation failures and lower dam-
age degree of dynamic capabilities through consistent
innovation and paying attention to their innovation
improvement.

29
Innovation capability, Structural Change and
Growth Pattern Challenge
Jinghua Xu
Structural reform and growth pattern transition are
the key problems for China economy at present. Im-
provement of the innovation ability was established
as an important strategy for economic rebalance and
sustainable development. This paper surveys the im-
pact of independent innovation capability of indus-
try structure upgrading and productivity growth for
Guangdong Province of China. We reveal that science
and technology level, R&D financial back-up support,
and competitive environment are decisive factors to
independent innovation capacity from twenty-five in-
dices of innovation activities by using PCA method.
High-technology industries and services of deregula-
tion have become the engine of structure upgrading on
the basis of measurement to coefficient of association
and inductance from input-output table. Economic
growth pattern is shifting from export-led processing
manufacturing sector to large-scale heavy and chemi-
cal industries slowly and confirmedly. The conclusions
show that independent innovation capacity of Guang-
dong has an obviously improved in last fifteen years,
R&D spending increased eight times, its ratio to GDP
rises from 0.85 percent to 2.5 percent. Output growth
of five high-technology industries increases 13 times
accordingly, its share increases to 15.7 from 4.3 per-
cent in economy, the share goes up to 29.3 percent
from 15.6 percent in China’s high-tech industry. What
is more important, the increasingly innovation capa-
bility improves industrial structure and promotes the
enterprises benefits. Its contribution rate for economic
growth rises to 16.9 from 5.1 percent, and increases
to 33.3 percent from 11.6 percent to industry growth.
GDP will increase 3.0 percent if output of high- tech-
nology industry rises 1 percent. However, manufac-
turing sector is 2.5, services and agriculture is only
1.17, respectively. That policy implications is that the
cultivation for independence innovation capability and
technological progress is the most importance manner
for breakthrough the bottleneck of structural adjust-
ment and the growth pattern transformation in coastal
areas in post-crisis era, although the economic integra-
tion and opening strategy that being implemented is
an advantage condition with Hongkong, Macao, and
nearby provinces.

30
China’s Policy to Stimulate Innovation Capa-
bilities: Objectives, Measures, Results and Im-
plications for Foreign Companies
Artur Gradziuk
China’s government perceives development of innova-
tion capabilities as an essential element for the country
to continue modernization and to elevate its position
in the world economy. For the three decades of the
reform it has been implementing plans, programs and
policies, playing a central role in the national system
of innovation. The government set ambitious goals
and the direction for the science and technology de-
velopment of China in the XXI century. It aims to
create modern enterprise-based innovation system and
enhance indigenous innovation capacity. But capa-
bilities to produce original invention by the Chinese
enterprises are still rather insufficient in comparison
with foreign companies, with too much dependence on
imported technologies. As the government will pursue
enhancement of indigenous innovation capacity, some
measures that will accompany implementation of the
latest S&T Development Program may be disadvanta-
geous for the foreign companies.

Session B3
China and the World
(Rm Q011)

Chair: Dr. Sharon Xiaowen Lin

31
Sino-African Health Diplomacy: The outcomes
of foreign policy and political economic agendas
on local health care
Paul Kadetz
Health diplomacy seeks to prioritize the health out-
comes of humanitarian aid as a mechanism for political
economic negotiations between donor and recipient na-
tions. Heretofore, research has not assessed the specific
outcomes of health diplomacy on population health,
nor of the changes to local health care systems. Nor
have health care outcomes been differentiated in terms
of the specific political economic agendas of funders.
This research addresses the primary research question;
if and how China health diplomacy in Africa has al-
tered recipient countries’ local health care systems and
affected population health and how these outcomes
compare to the health care outcomes from the neolib-
eral agendas of health diplomacy of, for example, the
US government, Western NGOs, and multilateral in-
stitutions? Both primary and secondary sources (ie;
semi-structured interviews and literature review re-
spectively, along with epidemiological data analysis)
have been utilised to analyse this research question.
Specifically, the outcomes of the health diplomacy of
China (and particular Chinese health system transfers
such as the barefoot doctors programme and Tradi-
tional Chinese Medicine) on healthcare systems and
population health in Tanzania, Mozambique, and the
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Democratic Republic of Congo is compared and con-
trasted with the outcomes of health diplomacy from
such neoliberal sources as USAID, PEPFAR, The
Gates Foundation, and The World Bank. Furthermore,
the outcomes of China’s earliest health diplomacy in
Africa during Mao Zedong’s administration is analysed
in contrast to China’s post-1980’s health diplomacy af-
ter Deng Xiaoping’s reforms toward a market economy.

32
China development model and China’s human
rights development
Yuan Chufeng
In the period since 1989, when economist John
Williamson first conceived of the economic and policy
recommendations known as the Washington Consen-
sus. Recently a new strategy has begun to surface,
defined in contrast to the Washington Consensus as
the Beijing Consensus (Dustin R. Turin, 2010).
In what follows, I will begin by indentifying the most
important aspects of the China Development Model
and China’s Human Rights Development in order to
ascertain China economic development and human
rights. This will enable us to look at the nature of
China Development Model as well as the relationship
between China Development Model and China’s Hu-
man Rights Development. This article also illustrates
the future of China Development Model and China’s
Human Rights Development: The Reform.

33
Intercultural trust building process: a case of
collaborative relationship development between
China and Ireland
Rong Du, Shizhong Ai, Cathal M. Brugha
Evidence suggests that Chinese officials and business
people are keen to build connections with their Irish
counterparts even though they do not well know Irish
culture, whereas some Irish people hesitate to inter-
act with Chinese people and organizations because
of the lack of the understanding of Chinese culture.
Under this circumstance, intercultural trust plays a
central role in helping Irish and Chinese people to
build collaborative relationships. On the basis of a
nomological framework, in this paper we propose a
model framework of intercultural trust building pro-
cess, and present a case of collaborative relationship
development between China and Ireland.
The model framework has two dimensions, with three
phases for each dimension. Therefore, the intercultural
trust building process consists of nine stages: 1) Survey
the feasibility of developing a relationship; 2) Study
the current state of the relationship on both sides; 3)
Define the requirements of trust; 4) Select a feasible
solution to build trust across cultures; 5) Design pro-
cedures to build trust; 6) Acquire support from a third
party to build trust; 7) Construct the strategy and
policy to mature the trust; 8) Show and deliver the
trust; 9) Maintain and improve the established trust.
Guided by this model framework, we conduct some in-
terviews respectively in Xian, Shaanxi Province, China

and Dublin, Ireland. Through the interviews we iden-
tify some factors influencing the intercultural trust
building between Irish and Chinese people and verify
the intercultural trust building model, and find some
ways to improve intercultural trust building. The re-
sults show that the building of intercultural trust is a
dynamic process, which reveals different priorities for
Chinese people and Irish people. Based on our find-
ings, we have developed some strategies and methods
to improve intercultural trust building and collabo-
rative relationship development between Chinese and
the Western people. Suggestions for future research
are discussed.

34
Chinese Labour Laws Are Unsuitable for India
J.P. Sharma
Labour legislations in India and of China have certain
differences in their provisions and have some com-
mon provisions too. Indian labour laws passed by the
Parliament run into over two thousand pages. In addi-
tion, there are hundreds of State labour laws in India
running into tens of thousands of pages. China on
the other hand has only the Labour Contract Law of
the People’s Republic of China, adopted on June 29,
2007 went into effect as of January 1, 2008. In 2008,
which marks the 30th anniversary of economic reform
(1978-2008), China introduced a series of high profile
labour and social legislations, such as the Labour Con-
tract Law, the Employment Promotion Law, and the
Labour Dispute Mediation and Arbitration Law. On
the contrary in India, after the implementation of New
Economic Policy in 1991 which focuses on liberalization
and privatization, most of the Indian labour laws have
become outdated since modeled on English provisions,
were formulated decades back and unable to cope with
changing situation. Furthermore, there is inadequate
enforcement of Indian labour laws. The flexible policies
in China allow the companies to hire and fire workers
easily. Whereas in India, labour laws are static and the
labour market is highly protected making it relatively
inflexible compared to China. But, a favorable com-
mon feature of both India and China is that they have
abundance of cheap labour and rising rate of growth,
of course, there are differences between them on their
prevailing labour laws. Adopting the improved version
of China’s Contractual Job System is neither feasible
nor advisable to Indian conditions, especially in the
prevailing political scenario in the country. It is only
for the political reasons that some of the growth ori-
ented recommendations of 2nd National Commission
on Labour in India are lying pending acceptance for
nearly nine years now despite the aggressive demand
from the industry. If India and China can continue
to reform and invest in their future, then sky is the
limit. The future is bright and the pro-reform policy
of both the governments shall definitely give results.
The Twenty-First century presents a vastly different
economic and social environment for both the coun-
tries.
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35
Would a Real Appreciation of the renminbi re-
duce China’s trade imbalance?
Ping Hua
The recent increasing high trade surplus in China is
an argument for developed countries, in particular the
United-States, to press China to revaluate the ren-
minbi. Would a real appreciation of the renminbi
reduce Chinas trade surplus is thus a current question,
which needs furthermore investigation: the empirical
studies in the literature provide in fact mixed results.
Using dynamic OLS method and an annual data over
the period from 1983 to 2009, we show that Chinas
ordinary exports and imports are sensibly to the ren-
minbi real appreciation as predicted the traditional
theory. We show furthermore that both Chinas pro-
cessed exports and imports are negatively affected by
the real appreciation of the renminbi and East Asian
currencies. Not only the only renminbi appreciation
would not reduce sensibly Chinas processed trade sur-
plus, but also the reduction size is limited by the neg-
ative effect of the real appreciation on Chinas imports
for processing. This explains why the main source of
Chinas trade surplus comes from processed trade.

36
Are Chinese banks exposed to foreign exchange
rate movements?
Min Ye, Elaine Hutson
In this paper we examine the foreign exchange expo-
sure of the 6 Hong Kong-listed Chinese banks, using
the capital markets approach with daily data for the
period July 2005 to October 2009. We find that Chi-
nese banks are highly exposed to movements in the
renminbi (RMB) against the US dollar, and by di-
viding the sample into two sub-periods around the
financial crisis, we show that the Chinese banks were
even more exposed in the post-crisis period. This is
despite the fact that the RMB-dollar exchange rate
is heavily controlled, and in particular its reversion
to a de facto dollar peg in mid-2008. We show that
this exposure is unlikely to be direct foreign exchange
exposure, and suggest that Chinese banks are strongly
subject to indirect exposure as a result of investor con-
cerns about the quality of their loan books in the face
of anticipated RMB appreciation. We also examine the
extent to which Chinese banks manage their foreign
currency risks, and suggest that the quality of market
risk mangement in Chinese banks needs to be im-
proved. There are three important implications from
our paper. First, banks in other emerging countries
with substantial export sectors should be aware that
they may be similarly exposed. Second, pegged ex-
change rate regimes provide little protection to banks

against exchange exposure. Third, bank management
should be aware of the effects of indirect exchange ex-
posure as well as direct.

37
Chinese Business Cycle and Structural Reform
after the Crisis
Sun Jin
With the development of economic internationaliza-
tion, the economic fluctuations of the main countries
in the world are influenced by the world business cycle
which is greatly dominated by U.S. economy fluc-
tuations. From dynamic research view, analysis on
Chinese business cycle is not only for better knowing
the influences of the global economic crisis on Chinese
economy but also for better estimate the economic
fluctuation trend in the future, which is beneficial to
put forward to macroeconomic policy suggestions and
strategies for the government. Based on HP, BP, and
CF filter methods, we obtain the cycle fluctuation
data. By taking advantage of empirical test of spec-
trum analysis on these data, we can judge Chinese
business cycle length in short cycle and medium cy-
cle. Then we make clear that this decrease of Chinese
economic growth after the crisis is a short cycle and
belongs to the last medium cycle. With the economic
recovery, it will begin a new medium cycle in the future
for about 7 years. Besides, from the empirical results
of business cycle analysis, we estimate that the struc-
tural reform has played an important role in reducing
the influences on economic depression in the history.
That is to say, with quick structural adjustment dur-
ing the economic internationalization, the degree and
length of economic fluctuation in the cycle are both
decreased, which is called great moderation of business
cycle among the economists.
According to the empirical analysis, it is reckoned
that Chinese government needs to adopt structural
reform as a post-crisis strategy for the sustainable
development of economic growth since the economy
will fluctuate from recovery, prosperity to depression
and contraction in the future. In order to reduce
the negative influences, China needs to change from
exports-oriented growth to domestic demands-oriented
growth, improve the development of finance industry
to reduce the economic imbalance, and realize indus-
try upgrade and innovation to promote the long-term
economic development in the post-crisis era.

38
Domestic and Foreign Institutional Investor Be-
havior in China
Ningyue Liu, Don Bredin, Liming Wang, Zhihong Yi
This paper compares different preferences between for-
eign funds operating under Qualified Foreign Institu-
tional Investor (QFII) in China and domestic Chinese
funds and analyzes the firm-level drivers that influ-
ence their allocation choices. The analysis reveals that
foreign funds have a preference for a range of sectors
such as transportation, metals & non-metals, and ma-
chinery, as opposed to industries with a requirement
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for local knowledge. The portfolios of domestic Chi-
nese funds are distributed more evenly, compared to
foreign funds. The comparative analysis reveals that
the companies foreign funds invest in are significantly
different from those firms favored by domestic funds
in terms of size, profit and compensation of manage-
ment. Finally, we find that when making investment
decisions, foreign funds tend to rely on some corporate
governance indicators which is inconsistent with the
previous studies in developed markets. In particular,
foreign funds have a preference for firms with high per-
centage of state-owned shares which is opposite of the
preference of domestic funds. These empirical findings
highlight the differences between QFIIs and domestic
funds investment preferences, and have implications
for policy makers aiming to attract foreign investors to
invest in emerging markets.

Session B5
Chinese Entrepreneurship
(Rm Q009)

Chair: Professor Andrew Atherton

39
How much do the characteristics of en-
trepreneurs matter: An investigation of re-
turnee entrepreneurs in high-tech industries in
an emerging economy
Xiaohui Liu
Using unique survey data, this study investigates the
impact of returnee entrepreneurs on firm performance
based on an integrated framework which combines
the knowledge-based view of the firm and social cap-
ital theory. Our findings indicate that returnee en-
trepreneurs with international knowledge transfer ca-
pabilities, global networks and the ability to seek ex-
ternal financial capital lead to a high level of firm
performance. There is a complementary effect be-
tween global networks and the ability to seek external
funds. Our results extend existing entrepreneurship
literature by linking the special characteristics of re-
turnee entrepreneurs to firm performance.

40
Assessing the economic and social impacts of
third age entrepreneurship: Evidence from an
emerging economy
Jun Li
Ageing population is gripping societies of many devel-
oped and developing countries alike. This exploratory
study sets out to assess the social and economic im-
pacts of third age entrepreneurship. Drawing upon
a representative private firm dataset in China, this
study examined the differences and similarities be-
tween prime age and third age entrepreneurship with
regard to its personal, family, competitiveness, and
social impacts. Our findings suggest that third age en-
trepreneurship would make significant social impacts
on the welfare of society and that supporting those

in the old age groups who are willing and capable of
undertaking entrepreneurial activities is a desirable
policy option.

41
The national and international expansion of
SMEs from China: evidence from Anhui
Province
Gaston Fornes, Guillermo Cardoza, Song Xu
The paper aims to study the national and international
expansion of SMEs from Anhui, China. The focuses
of the study are the interaction with the Government
(assessed in the form of development of certain in-
dustries, ownership by the State, and funding by the
State), and the relative weakness of SMEs’ competitive
position and the relative weakness of SMEs’ compet-
itive position and their liability of newness (assessed
in the form of internal and external barriers hindering
national and international expansion). The data was
collected from 154 SMEs and then analysed using mul-
tivariate regressions; the models used the firms’ export
intensity at the regional, national, and international
level as dependent variables. Five models were run:
the first one analysing the industry where SMEs oper-
ate, the second and third ones studying state funding
and ownership, and the last two analysing the inter-
nal and external barriers hindering firms’ expansion as
independent variables. The results show that SMEs
operating in Manufacture, a labour-intensive industry,
have better access to international markets, that own-
ership and/or funding by the state does not play an
important role in this expansion, and that 12 barriers
related to weak management skills and knowledge are
hindering the expansion of Anhui’s SMEs. The find-
ings are then analysed vis--vis recent works on Chinese
firms from which conclusions are drawn.

42
The ‘new argonauts’ in China: the venture cap-
ital dimension
Jing Zhou
The economic contribution made by US-educated mi-
grants from Asia with expertise in engineering and
science has been highlighted by AnnaLee Saxenian in
her book The New Argonauts (2006). New Argonauts
are those who have built successful business and en-
trepreneurial careers in Silicon Valley on returning to
their home countries. These are returnee entrepreneurs
who characterized by their deep knowledge of technol-
ogy, entrepreneurial experience understanding of the
Silicon Valley entrepreneurial eco-system and embed-
dedness in social and professional networks in both
the USA and their home countries. This paper exam-
ines the role of New Argonauts who have returned to
China to establish or join venture capital companies.
Of particular interest, is how these New Argonauts
use their transnational networks on their investment
process, notably, deal origination, deal evaluation, co-
investment and value added to their portfolios.
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43
Institutional determinants of Chinese SMEs in-
ternationalization: the case of Jiangsu Province
Guillermo Cardoza, Gaston Fornes, Ning Xu
The paper aims to study the influence of the institu-
tional environment on the international expansion of
SMEs from China; the study is based on 134 SMEs op-
erating in Jiangsu Province, China. Data from these
companies were analysed using multivariate regres-
sions, and the models used the firms’ export intensity
as dependent variables. Seven models were run for
the following variables, limited access to financial re-
sources, inefficiencies in logistics and distribution in
the home market, transport and insurance costs and
payment collection methods, assistance from the gov-
ernment, adverse regulatory framework, state owner-
ship, and public procurement. The results show that
access to financial resources, distribution inefficiencies,
payment methods, and home regulatory framework
influence the internationalisation of Jiangsu’s SMEs.
The paper concludes with an analysis of these findings
with those in previous works.

44
From Scattered to Clustered, from Collective
to Private: the Evolution of SMEs in China
Mario Biggeri
The paper aims to study the influence of the institu-
tional environment on the international expansion of
SMEs from China; the study is based on 134 SMEs op-
erating in Jiangsu Province, China. Data from these
companies were analysed using multivariate regres-
sions, and the models used the firms’ export intensity
as dependent variables. Seven models were run for
the following variables, limited access to financial re-
sources, inefficiencies in logistics and distribution in
the home market, transport and insurance costs and
payment collection methods, assistance from the gov-
ernment, adverse regulatory framework, state owner-
ship, and public procurement. The results show that
access to financial resources, distribution inefficiencies,
payment methods, and exchange rates influence the
internationalisation of Jiangsu’s SMEs. The paper
concludes with an analysis of these findings compared
with those in previous works.

45
The Development of Private Sector and Self
Employment: Entrepreneurship with Chinese
Characteristics
Zhongmin Wu

In the first 30 years of the Peoples Republic of China
economic growth was sporadic where as growth in the
latter 30 years has been truly astonishing. This is
mainly due to the economics reforms launched in the
late of 1970s. The economic reforms liberated the col-
lective labour market structure and gave incentives to
workers to increase production.
Entrepreneurship has frequently been identified as a
driver of economic growth and innovation. This has
led to a substantial body of literature on this hugely
important yet still mystifying topic. As in China, new
firms were drivers of reform. They strengthened the
budding market economy by creating jobs, supplying
consumer goods, mobilizing savings and ending the
state firms monopoly (McMillan and Woodruff 2002).
According to He Xiaohong (2009), in 2007 the share of
GDP by non-state sector in China reached 65%.
In the next 30 years, a key factor in maintaining eco-
nomic development for China is technological innova-
tion. China must still go through many difficulty days
before it can achieve its long-sought goal of becoming
a fully modern nation-state(Pye Lucian 1999). If eco-
nomic growth of 7% or even 5% can be achieved for
another 20 or 30 years, then China could well become
the largest economy in the world again. Even then,
Chinas GDP per capita will still only be average for
the world.
Evidences from time series, cross section and panel
data show that State-owned Units and Collective-
owned Units are declining. Private Enterprises, Self-
employed and others (Cooperative Units; Joint Own-
ership Units; Limited Liability Corporations; Share
Holding Corporations Ltd; Units with Funds from
Hong Kong, Macao and Taiwan; Foreign Funded Units)
are rising. The purpose of this paper is to analyse the
development of Chinas private sector, self employment
and entrepreneurship, which is key factor for the future
economic growth of China.

Session C2
Tax, Saving and Structural Reform
(Rm Q012)

Chair: Dr. Xiuping Hua

46
An Exploration of the Saving Dynamics in
China
Xinhua Gu, Pui Sun Tam
Chinas aggregate saving has moved in sync with in-
come inequality during the whole period of reform and
opening since 1978. While economists try to iden-
tify whether fast growth is an important determinant
of Chinas savings glut, inequality that has coexisted
with growth like its Siamese twin for three decades is
largely forgotten even if the serious situation is about
to reach the Kuznets curves peak. We work with a vec-
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tor autoregression model including inequality as well as
growth and saving in order to provide a new compelling
explanation for the complex Chinese saving issue. We
find that saving is significantly good for growth but
does not respond clearly to growth in China, that the
impact of inequality is completely negative on growth
but largely positive on saving, and that growth has
only less than half the capacity of inequality to explain
Chinese saving.

47
Understanding the legal reform of China’s cor-
porate governance
Chuanman You
Since the initiation of economic reform in 1970s,
China’s government has been striving to promote the
corporate governance by the introduction of various
mechanisms. Among these, the legal institution over
corporate control in the context of hostile takeovers
plays a very important role. With the commensurate
growth of takeover activities within securities market,
a rather complex legal regime, following the legal mod-
els in main advanced economics, has been set up. How
the current equilibrium came to be achieved, however,
has been rarely examined. It is not possible to explain
a state of the world without first analysing the pro-
cesses that lead to that state. Therefore, the author
here applies a theory of path dependence to analyze the
evolution of takeover regulations in China. The theory
of path dependence has been discussed and utilized
in various social sciences during the past two decades.
The author in this article propose a comprehensive the-
ory of path dependence with three features, namely,
sensitive dependence on initial conditions, locked-in
effects, and dynamic changes. The first part discusses
what types of notion of path dependence various appli-
cations are using. The second part explores the initial
conditions for the current legal regime. The author
traces back to the starting of modern Chinese law in
1900s, when a civil law path was chosen formally. The
third part examines how this path came to be locked-in
within the following development. Corresponding to
political economy literatures, the author focuses on the
functions of interest groups in the process of rulemak-
ing. The fourth part examines dynamic changes in the
process of legal developing. Critical junctures causing
the dynamic changes, for example, the accession to the
WTO, will be discussed. The final part concludes.

48
Robbing Peter to pay Peter: Tax Reforms,
Land Reforms, Local Government Finances and
Protest in Rural China
John Wagner Givens, Andrew MacDonald
This paper seeks to explain why incidents of rural un-
rest have continued to rise in China, despite a major
attempt by the Chinese government to reduce peas-
ant burdens. Our hypothesis is that the expenditure
pressures on local officials, strapped for cash after the
reforms, increasingly forced them to resort to another
form of extraction: the expropriation and sale of land

used by peasants.
In part one of this paper we trace our hypothesis
through history and the existent literature, demon-
strating how it meshes with and is supported by pre-
vious research. We begin with peasant resistance to
taxes and fees. We then move on to tax for fee re-
forms, the abolition of the agricultural tax and the
impact of these events on local government finances.
Finally, we address land seizures and peasant reactions
to them. Through this narrative we link several impor-
tant strands of research in Chinese politics by showing
how each of these phenomena fits into a temporal and
causal chain.
In the second part of this paper, we test our hypothesis
against statistical data. Because there are no sources of
reliable data on the causes of mass incidents available
to me, we propose using administrative litigation cases
as an alternate measure for causes of unrest. We there-
fore explain China’s system of administrative litigation
and make clear how it can function as a measure for
causes of unrest. Finally, we show that administrative
cases do demonstrate the predicted negative correla-
tion between taxation and land disputes confirming our
hypothesis and suggesting that administrative litiga-
tion does reflect the same underlying sources of unrest
as protests. This provides a quantitative confirmation
of our hypothesis. It also tells us something about tac-
tics of contention and supplies welcome evidence that
China’s system of administrative law is capable of ad-
dressing some of the PRC’s most important dilemmas.

49
Tax Start of Land Operational Right Trade -
Evidence-based perspective of economics
Lizhi Tian, Yaneen Lee
In October 9-12, 2008 The Third Plenary Session of
17th CPC Central Committee made a decision of land
operational right trade, but as a result of China’s rural
per capita Land is extremely scattered, and the current
value of the land is relatively low, so the mechanism
will not be activated on the existence of the problem
of insufficient motivation, this evidence-based article
build a model system to start in the lead moderate rise
in prices of agricultural products at the same time,
thereby promoting the land prices, further to promote
the circulation value, and pave the way for the ulti-
mate goal of and operational right trade.

Session C3
Environment and Sustainability
(Rm Q011)

Chair: Dr. Yang Chen

50
Economic Reform, Rising China and Sustain-
able Development in China
Gopal Krishna Pal
China is developing rapidly since economic reform.
During this period China has been successful in rais-
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ing per capita income with rapid economic growth and
in increasing standard of living by modernizing the pro-
ductive forces and some institutional changes. Success
is also found in foreign trade and foreign investment,
rural and urban development. China’s rate of develop-
ment during the last few years is unprecedented. Many
developed market economies have built up economic
relations with China for reaping the benefits of its
economic success. Large numbers of developing coun-
tries are also trying to learn some lessons from China’s
success. China’s high growth has made a remarkable
contribution to the increase of world’s income. But the
objective of economic development is not limited only
to attaining high growth and high per capita income.
Equity in distribution is equally important because
it may be a barrier to sustainable development of an
economy. High inequality may have two kinds of ef-
fects. Firstly, it increases aggregate savings and capital
formation as propensity to save of the rich is higher
than that of the poor. With high capital formation,
growth rate and per capita income increases. This is
the positive effect of high income inequality. Secondly,
insufficient purchasing power of a large section of con-
sumer on account of high income inequality may invite
the problem of under consumption and over produc-
tion. Too much emphasis on growth and high profit
(‘grow richer’ programme), neglecting equity, is equiv-
alent to high exploitation. So high savings and capital
formation with high income imbalances may increase
unemployment and ultimately decrease level of out-
put and rate of growth. This is the negative effect of
income imbalances. If the negative effect is stronger
than the positive effect, high income inequality may
generate a non-sustainable development trap.

51
The Practice and System Construction of
China’s Low-carbon City
Xiaoling Yuan, Yunyun Zhong, Yang Yang, Yujing Xu
Low-carbon city construction is the urgent need to
resolve the current global climate change and has
brought new opportunities for China’s urban develop-
ment. Low-carbon city contains low-carbon economy
and low-carbon social development two sides. The
mechanism of low-carbon city in the promotion of ur-
ban economic growth way transformation is analyzed;
China’s low-carbon city’s practices and constraints
are illustrated; five support system frameworks of a
low-carbon city are built, that is, low-carbon concept,
low-carbon technology, low-carbon finance, low-carbon
production and low-carbon consumption. It is neces-
sary for the government, research institutions, financial
institutions, businesses and the public to participate
in constructing a low-carbon city .Finally, some policy
recommendations are put forward.

52
Measuring Technical and Environmental Effi-
ciency with DEA
Guy Liu, Jinghai Zheng
The model we suggest splits technical efficiency of in-

puts into ordinary input efficiency and environmental
input efficiency. We demonstrate with a Chinese power
plant dataset that the model could be particularly use-
ful for pollution abatement evaluation.

53
Ownership as Determinants and Coordination
Challenges in the Promotion of Sustainable De-
velopment Programs in China
Yang Chen
This policy review examines the factors in promot-
ing the best practices of environment protection and
sustainable development in China. The case study
presents the controversy in promoting sustainable de-
velopment in a developing country like China where a
trade-off of environmental protection for the need of
reduction of poverty is not perceived as politically in-
correct, where the marginalized are cut off institution-
ally from resources sustaining environmental friendly
economic growth. This paper concludes that the align-
ment of the micro and macro institutions define the
effectiveness of governance in the production of public
goods.

Session C4
The Banking System
(Rm Q010)

Chair: Professor Eric Girardin

54
The Impacts of the 2008-2009 Stimulus Plan on
China’s Banking Reform
Chun Zhang
This empirical research studies the impacts of Chinas
2008 - 2009 stimulus plan on the Chinas banking re-
form path set up in the framework of WTO General
Agreement on Trade in Services (GATS).
Chinas financial system, dominated by a large but
underdeveloped banking system, failed to efficiently
allocate capital. Chinas accession to the WTO in
December 2001 marked a watershed in its banking re-
form featured Chinas generous commitments in certain
banking service, and governments attempt to modern-
ize the financial sector and to improve the export ser-
vice ability. Chinas gradual opening to foreign partic-
ipation, however, has generated great consternations:
the Big Four with a large amount of nonperforming
loans (NPLs) would lose market share to international
banks with massive experience and powerful brands.
Therefore, before granting national treatment to for-
eign competitors, great effort has been made to im-
prove the competitiveness of the Big Four. Especially,
the NPLs ratio has been largely decreased either by
injecting capital to the banks from foreign exchange re-
serve or by transferring NPLs to purposely-established
Asset Management Companies.
However, the 2008-2009 stimulus programs to min-
imize the impact of global financial crisis made the
problems of NPLs emerge again. The listed Big Four
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are still largely state-controlled. Both of the central
and local governments have required timely liquidity
to meet various policy goals such as infrastructure
financing or prevention of the bankruptcy of state-
owned enterprises, which would lead to NPL ration
increase substantially. As to foreign banks, they also
feel threatened by the stimulus package. Contrast to
domestic banks, they have not benefited from the surge
in lending created by the governments stimulus plan.
The whole share of foreign banks in the Chinese finan-
cial services market did not increase last year[1]. The
stimulus package, along with the prudential carve-out
policies, impairs foreign participants ability to pene-
trate the Chinese banking market. In a nutshell, the
intricate impacts of the stimulus program on the com-
petitiveness of both domestic and foreign banks have
exerted great influence on Chinese banking reform tra-
jectory.
This paper tends to study such influence by analyz-
ing and comparing the foreign and domestic banks
in (1) the policy constraints they face; (2) activities
such as lending patterns, market segmentation, organic
growth and profit and assessing their competitiveness,
etc. Notwithstanding the apparent complexity of the
recent influence of the stimulus program, the article
concludes (1) that the stimulus package would slow
the modernization process of Chinas banking reform
since the credit decision of the Big Four is still closely
related to political objectives. (2) But it is not easy for
the foreign participants take away the market share,
because the bailout cost, diverting public funds from
other priorities, is still affordable for the government.
(3)Besides, the article also cautions that despite the in-
sistent encouragement from central government, small
and medium sized businesses are still under-financed
because both domestic and foreign banks are reticent
to make loans in this sector.
1. PricewaterhouseCoopers, Foreign banks in China,
M. Jacob, Editor. 2010, PricewaterhouseCoopers
China and Hong Kong Financial Services.

55
A Study on Chinese Commercial Banking Com-
petitiveness and Factors Analysis: 2002-2009
Han Song, Jiang Peng
Commercial banks are the principal part of Chinas fi-
nancial industry, and play a dominant role in financing
activities. After 2006, the banking market has been
totally open to foreigner bank. How did the domes-
tic banks performance after then, and how were they
affected by global financial crisis? We focus on do-
mestic commercial banking competitiveness to answer
this question. We measure Chinese commercial bank-
ing efficiency using a panel data set of 14 banks over
period 2002-2009 by DEA. Because there are several
responsibilities of a bank, we focus on the users of the
results, and define social productive efficiency, services
efficiency, profit efficiency, and growth efficiency. From
different aspects, we provide a comprehensive and ob-
jective assessment. And then we do some regression
analysis on efficiency and corporation structure, assets

scale, location, and so on. Compared with Joint-stock
bank, social productive efficiency, profit efficiency and
growth efficiency of four state-owned banks are very
low, but when we change the input from employee
number to salary, efficiency of state-owned banks is
higher. Corporation structure can affect efficiency, but
the relationship of state-owned stock and efficiency isnt
totally negative. And that the positive relationship of
foreign shares and efficiency is only correct for product
efficiency.

56
Duration Forecast of Economic Crisis in 2008:
A Markov Regime Switching Structural Vector
Autoregression Model Analysis
Deng Lei
Some debates remain unsettled about the economic
crisis witnessed several years ago. One of them is
whether the influence on Chinese economy from this
economic crisis is transient or permanent. The signif-
icance and logic of this issue is that if the influence
is transient, the economy will recover from it after a
short time, and no more specific actions and policies
should be necessary for the government; otherwise, the
economy will be stuck at a lower level for quite a long
time before a new growth engine can be found. This
paper endeavors to figure out the nature of the eco-
nomic crisis influence and ensuing economic policies
for China.
The methodology used in this paper is Markov Switch-
ing VAR (MSVAR) model. Regime switching model
is an effective way in dealing with non-linear feature,
shown by most financial and economic data sets. VAR
model is capable of capture the practical relationship
between variables and lagged variables, and it is easier
to make reference and forecast in this framework. Data
sets include GDP, M2 and Total Energy Consumption.
Parameter estimation and references are made by EM
method. Latent regime indicating variable series and
coefficients can be estimated from data augmenta-
tion method. Different regimes correspond to different
ways of correlation between variables. If there is a
regime switching point during 2007 or 2008, conclu-
sion is that the influence of the economic crisis will
last for some time, different from a transitory struc-
tural shock. What is more, duration of this regime can
be estimated to forecast how long it will take to walk
out of the shadow of the current crisis. Impulse re-
sponse analysis will be taken in the context of MSVAR
model to examine the duration and persistence of the
innovation, and how GDP series respond to other vari-
ables and policies.
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57
Declining Trust: A Dilemma in Growing China
Shuanping Dai, Wolfram Elsner, Henning Schwardt
Economic growth in China has been accompanied by
steadily declining levels of general trust in the popu-
lation since the beginning of the 1980s, as the ‘World
Value Survey’ shows. This is in fact a more widely
observable phenomenon. Here, we model the dynamic
of the trajectory of generalized trust levels and the
effects of changes in social networks that accompany
by economic growth and development on this level.
Agents play a repeated prisoners’ dilemma (RPD) on
networks to explore the effects of different neighbor-
hoods on their behavior. The network structure can
change in the course of their interactions. We inter-
pret cooperative behavior in this context as a proxy
for trust. Cooperation rate-proof perfect equilibrium
of RPD, which is capable of modeling the level of trust,
is applied to the analysis of dynamics of strategic equi-
librium. The critical factors, which also can be synergy
with the transition analysis, determining the level of
trust in this context. First, the formation of networks.
Agents can adjust their strategies based on the dy-
namic of networks and strategic preferences, basically
leave the network or proposal a new relationship. One
contribution here is the substitution effect of family-
ship networks on social networks. Second, network
size and properties of social connections, which are
significant aspects in Chinese social culture, are cru-
cial to individual and social outcomes. For instance,
the transition of economic structures leads to the dy-
namic of traditional social networks in China, which is
described via the average distance between nodes of a
network.

58
Chinese MNCs in Latin America: Character-
istics and comparisons with investments in de-
veloped countries
Gaston Fornes, Alan Butt-philip
This paper analyses the characteristics of Chinese
MNCs operating in Latin America vis--vis those found
in previous studies of Chinese companies investing in
developed countries.
It does this by studying the fit of theoretical frame-
works recently developed for Chinese firms, the sup-
port from the government, and the strength of their
capabilities in relation to those of local competitors.
The analysis is based on case studies with data col-
lected through seven in-depth interviews with senior
managers of subsidiaries in Latin America and the
president of a chamber of commerce. Findings: the re-
sults show that these companies seem to be following a
pattern similar to that described by Mathews’ (2006)
LLL, that the support from the government does not
seem to play a role in their internationalisation pro-
cess, and that they appear to have developed a set of
capabilities strong enough to compete in the host mar-
ket (in particular how to combine their strengths with
those of local partners). There are also findings related
to the reliance on ethnically-based social networks and

on the chosen entry mode.
The findings tend to indicate that Chinese companies
are following a pattern in their internationalisation to
Latin American emerging markets that seems to be a
combination of conventional theories (including pre-
vious studies on emerging markets-based firms) with
idiosyncratic elements.

59
The role of team social capital on team perfor-
mance: how and when it matters?
Ruifang Wang
Teams are inherently multi-levels. Team social capital
is a set of resources made available to a team through
team members’ social relationships within the social
structure of the team itself, as well as in the broader
formal and informal structure of the organization.
Specially, we investigate the underexplored tensions
and complementarities between bonding ties (internal
team social capital) and bridging ties (external team
social capital). A team that simultaneously possesses
high level of bonding ties and bridging ties will have
access to a diverse array of specialized knowledge,
perspectives, skills and resources; while at the same
time, it will have the mechanisms to integrate that
knowledge at the team level. In this process, individ-
uals in the team who connected by bridging ties to
the outside of team can serve as brokers, translators,
and interpreters of the perspectives gained outside
with members within their own team where they pos-
sess strong bonding tie. In essence, external networks
provide additional “raw materials” for team’s knowl-
edge, and internal relationships help diffuse, transfer,
share, and combine these to arrive at an operational
and optimal solution. On the other hand, the ties
that bind may also turn into ties that blind (lack of
diverse resources). The strong norms and in-group
solidarity associated with high-network closure results
in over-embeddedness that reduces information flow
and thwarts innovation. External bridging relation-
ships offset this potential disadvantage by serving as a
reality check.
Therefore, we propose that the teams engaged in
knowledge-intensive work can perform better by com-
bining bonding ties and bridging ties to capture the
benefits of each while offsetting their risks. However,
the relationship between team social capital and team
performance is contingent on two construct - team
structure and centralization.
Team structure means the division of labor into roles
and role relations. A team is more highly structured
when it has a more elaborate division of labor both
horizontally (specialization), and vertically (hierarchy,
e.g., a clear team leader), along with clearer procedures
for coordinating and prioritizing work (formalization).
Team members with high team structure equipped
could search, communicate, share, integrate knowl-
edge derived from their team-mates more effectively
and efficiently because they know exactly who does
what, who is an expert on what, who is responsible
for what, who reports to whom, and who have out-
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side resources, accesses, knowledge, support, and etc.
Therefore higher level team structure can strengthen
the relationship between bonding ties and team per-
formance.
Centralization in our paper refers to specific headquar-
ter’s influence on each team’s decisions. It reduces
team’s autonomy in dealing with their project man-
agement. Therefore, discourage the initiatives that
a team can take in inter-team exchange. As a re-
sult, a team will not be interested in building external
relationship, searching outside knowledge or getting
support outside unless a higher authority requires the
unit to do so. Therefore higher centralization weaken
the relationship between bridging ties and team per-
formance.

60
An Alternative Explanation on the Fade of
Managerial Agriculture in Yangzi Delta 1850-
1930: A comparative study of Yangzi Delta,
North China and England
Li Chunyuan
Students of English economic history from Karl Marx
to R.R. Tawney generally agree that commercializa-
tion and later industrilization was the most important
motivating force behind the growth of agricultural
capitalism, namely labor-employing farms in England.
In China, however, the thing was that accompanying
the prosperous development of commercialization in
Yangzi Delta since 1850s, labor-employing farms, or
managerial agriculture as usually termed in Chinese
scholarship, faded away from this very area. On the
other hand, managerial agriculture was relatively more
developed in the less commercialized North China. It
is an interesting but challenging task to explain this
“paradox”(Philip C.C. Huang), and moreover to ex-
plain the “failure” of pre-modern China on endogenous
origin of capitalism for which agrarian capitalism is
usually believed to be prereqquisite. Present studies of
Chinese economic history suggest two kinds of dynam-
ics: (1) population growth led to, on the one hand more
demand for farmland, thus higher rent which attracted
landowners to turn to tenancy, on the other accretion

of labor surplus, thus descending wages which push
the labors out of managerial farms; (2) development of
commercialization led to higher commercial profit and
higher nonagricultural wages, which attracted both
landowners and labors out of agricultural production.
The contradictions of those two approaches are ob-
vious. Which is salient is how decreasing agricultural
wages and increasing nonagricultural wages could coex-
ist. This paper strives for a more comprehensive, more
coherent explanation by attentive studies on wages as
well as tenant rates, grain prices of Yangzi Delta and
North China, and makes comparisons between China
and England. Therefrom this paper mainly points
out that (1) tenant rates in Yangzi Delta were usually
slightly lower than that in North China, and had a
downward trend during a long-term period; (2) nom-
inal agricultural wages in Yangzi Delta grew much
faster than that in North China; (3) based on a highly
integrated nationwide grain market and thus unified
grain prices, real wages in more commercialized Yangzi
Delta had increased notablly while that in more rural
North China had slightly decreased until the end of
1920s; (4) the similar phenomenon occurred in 18th
century England when real wages in the north indus-
trializing shires rised remarkablly while that in the
north rural shires decreased between 1750s and 1820s.
As conclusions, this paper argues that it was the high
wage caused by development of non-agricultural indus-
tries that extruded agricultural profit and destroyed
managerial agriculture in Yangzi Delta. This nagetive
influence of high wages on agriculture also occurred in
the industrializing northern English shires. However,
two key elements helped north England agriculture
to offset this destructive force: one was the large scale
import of cheaper Irish labors, the other was technolog-
ical progress. Yangzi Delta didn’t have these two aids.
Although some peasantsmoved here from surround-
ing areas, the number was relatively small because
of poor transportations and institutional restrictions.
And agricultural technology stayed stagnant during
the late pre-modern China.
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61
Shortage of peasant workers and its impact on
Chinese economic growth
Zhu Yanhong
China has overcome the shock of financial crisis with

the macroeconomic stimulus programs, and its GDP
has maintained a relatively high speed in the past year.
But China still faces a lot of challenge, among which
the “shortage of peasant workers” is strikingly obvious
and has become a hot issue in the academic world.
This paper has analyzed the reasons for the shortage
of peasant workers and its impact on Chinese economic
growth. Through analysis, the author finds that the
change of population structure, the growth of peasants’
annual income, and the rural families’ responsibility
sharing characteristics are accounting directly for the
shortage. On the population structure, it has changed
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a lot although the surplus labor population in rural
China is still great. The population with the age be-
tween 16 and 40 which is the main source of peasant
workers has reduced, and the population between 40
and 60 has increased. Another reason for the shortage
is that the annual income of peasants from farming
has increased steadily with the government’s policy
on developing a “New Countryside”. So the reserva-
tion wage of peasant workers has increased. The low
wage which has attracted peasants to migrate to work
in the past hasn’t been so attractive now. Besides
the tradition of rural families’ taking responsibility of
taking care of the old and the youth has made the
labor supply curve lack of elasticity. The impact of
shortage of peasant workers on Chinese economy is
great. It challenged the long-term economic growth
pattern mainly relying on low cost of labor since peas-
ant workers’ wage has increased unprecedentedly even
during the financial crisis. To deal with the problem
and to maintain China’s competitiveness in the future,
Chinese enterprises have to increase their TFP (total
factor productivity) by relying on the enhancement of
science and technology. The innovative ability of en-
terprises has to be developed with a big step. And the
investment on human capital needs to be paid more
attention to.

62
Surplus Labour and the Lewis Turning Points
in China
Xiaobing Wang, Nick Weaver
It has been widely recognized that China has a large
pool of surplus labour (Lin, Cai and Li 2003, Kwan
2009). However, some reports have see the labour
shortage in some areas of China, lead to the debate
of whether the Lewis turning point has been reached
(Zhang, Yang and Wang 2010; Knight, Deng and Li
2010). The answer to this question has huge implica-
tions on the wage levels and competitiveness of China,
but the current debates yield conflicting results.
There are two major gaps in the literature need to be
addressed. First, the theoretical issues about the na-
ture of the Lewis turning point and the mechanisms of
surplus labour absorption need to be clarified. Second,
because labour market mobility in China is compli-
cated by the household registration (Hukou) system,
the relationships between Hukou and the Lewis turn-
ing point need to be understood.
The features of dual economies have been discussed by
Lewis (1954). The model was subsequently modified
by Fei and Ranis (1964, 1997). Wang and Piesse (2011)
provide comprehensive microeconomic foundations for
the dual economy models. Building upon previous lit-
erature especially Wang and Piesse (2011), this paper
firstly identifies two Lewis turning points and examines
the factors that affect the reaching of these two Lewis
turning points. Secondly, this clarification was applied
to China to study the labour absorption process, and
the welfare and economic implications of the removal
of Hukou system on China’ labour and Chinese econ-
omy.

The paper is structured as follows. The section 1
reviews some microeconomic foundations of the dual
economy models and establishes the theoretical foun-
dations of two Lewis turning points. Section 2 exam-
ines the factors that affect the reaching of the Lewis
turning points; Section 3 the current debate on surplus
labour and the Lewis turning point in China; section
4 discusses the welfare implications of the removal of
Hukou system on rural sector in China. The final sec-
tion concludes.

63
Gender and Work Compensation in China’s In-
dustrial Sector
Johanna Rickne
In this paper I compare average earnings and produc-
tivities of men and women employed in roughly 250,000
Chinese industrial enterprises. Women are found to
earn, on average, 12% less than men. This gender
wage gap stems entirely from a wage disadvantage for
women with less than twelve years of edu-cation. For
women with more than twelve years of education, the
average wage exceeds the average wage of skilled men.
The paper also shows that including firms financial
contributions to social insurance only marginally af-
fects the gender distribution of work compensation.
With respect to discrimination, wom-ens earnings dis-
advantage is entirely accounted for by the gender gap
in productivity, indicating that there is no evidence of
negative wage discrimination against women.
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64
Modeling the Seasonal Patterns of Coal
and Electricity Production across Chinese
Provinces
Eric Girardin, M.J. Herrerias
Previous work on energy production has often consid-
ered that seasonality remains constant over time and is
homogeneous within a country. However, seasonality
can also be stochastic. Thus, in this paper we analyze
and distinguish the type of seasonality that prevails
in the case of coal and electricity production across
Chinese provinces. We use unobserved-components
models with monthly data for a fifteen-year period up
to 2010. Our results indicate that for the majority of
the provinces seasonality is stochastic in both types of
energy considered. Besides, our findings provide new
evidence of a Lunar New-Year effect in February and
Summer as well as Winter effects in coal and electric-
ity production. However, in terms of seasonal patterns
and their evolution over time, there are significant dif-
ferences between the Northern regions that produce
coal and the Southern ones that generate electricity.
Besides for each type of energy, regional clusters mat-
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ter for the appropriate design of energy-development
policy.

65
Quantifying the Effects of Food Standards on
Trade: New Approach and Understandings
Wei Xia, Liming Wang
This paper centres on the three most important issues
for correctly quantifying the “true” effects of food stan-
dards as trade barriers. Firstly, trade barriers should
be taken as a “relative” concept instead of an “ab-
solute” one, where both of the foreign and domestic
standards should be taken account. Secondly, this arti-
cle emphasises that the role of “bilateral resistances” is
more important than “multilateral resistances”. Het-
erogeneity in bilateral trade barriers should not be
limited to distance but have to be fully captured by
country-pair fixed effects. Thirdly, it is necessary to
take exporters’ supply capacity into consideration and
choose proper proxies for measurement. For investi-
gating the trade effects of a particular product, annual
production is a better proxy of supply capacity than
gross domestic product (GDP).
To a large extent the contribution of this study is
methodological. The two-way fixed effect model pro-
posed in this paper has so far controlled demand effects,
supply effects, bilateral resistance effects and time ef-
fects in order to get a more reliable understanding of
the “true” effects of foods standards. The empirical
study of Alfatoxin B1 regulation on groundnut trade
shows that different specifications of a gravity model
may lead to contrast conclusions or misunderstanding
about the role of food safety standards in trade. An-
other contribution of this study is theoretical. On the
one hand, our empirical results support our theoretical
model: the unobserved “bilateral resistances” play a
significantly important role in explaining divergence in
trade flows. On the other hand, our study casts doubts
on the reliability of the conclusion from some previ-
ous empirical studies that rising food safety standards
by developed countries hamper agricultural exports
from developing countries. The empirical results show
a relatively optimistic picture. More stringent food
standards are not necessarily problematic. Some de-
veloping countries have even taken them as a source of
comparative advantage.

66
The Emergence of the Electric Vehicle Industry
in China and its Business Ecosystem Develop-
ment: Case studies from Shandong Province
Tianjiao Shang, Yongjiang Shi
The purpose of this research is to contribute to the
theoretical development of business ecosystems in the
emerging industry context while at the same time ad-
dressing the practical challenges faced by the policy
makers and industrial players. A conceptual research
framework is proposed based on the exploratory find-
ings from the electric vehicle industry in Shandong and
the review of the existing literature. The aimed deliv-
erables of this research are to provide a practical tool

of assessing the capability maturity level of business
ecosystems as well as the theoretical enrichment of the
business ecosystem concept with regards to capabilities
both at the firm and the network level.
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67
Development and Health: Perspectives and Re-
forms in the People’s Republic of China
Ambra Collino, Supervisor: Prof. Mario Biggeri
Little attention has been given to Chinas ailing health-
care system in the West, even though the debate over
healthcare has drawn academics into one of the most
fascinating policy discussions going on in China today.
China continues to face big challenges in satisfying the
health needs of its large population. The main issue
does not concern the lack of resources, but it focuses
on equitable, efficient and effective use of disposable
assets and resources. Now a major unaddressed chal-
lenge facing China is how to reform an inefficient,
poorly organized health care delivery system. The aim
of this study is to analyze this sector, providing an his-
torical overview of the system starting from 1949 until
the recent reform of 2009 with a particular emphasis
on rural-urban gap. It provides a survey on recent
empirical studies about the impact of the reforms on
the population health status and access to health care
services emphasizing how the reform has worsened,
in some ways, the health conditions of parts of the
population.This research enhances our understanding
of the system prior and after 2003, concluding that
it’s fundumental to make a careful evaluation of the
current reforms and its potential to modify policies as
the rollout proceeds.

68
Ownership structure, institutional factors and
firm performance: a study of Chinese listed
firms
Hua Zhu, Supervisor: Xiaohui Liu
This paper examines the impact of ownership concen-
tration on firm performance through the institutional
changes during the economic reform in China. The
study focus on the analyzing the principal-principal
conflicts, institutional environments across different
regions in China, the interaction effects between own-
ership structure and institutional environments across
different provinces and firm performance. There are
two hypotheses: 1.Ownership concentration negatively
affects the level of performance in Chinese companies.
2. Institutional environments positively affect the level
of firm performance within Chinese firms.
This paper applies a large-scale data set including 951
firms between 2003 and 2007, and the study examines
how the ownership structure affects the employment
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growth and shareholders profit of Chinese listed firms
and the relationship between ownership change and the
performance of ownership concentrated enterprises.

69
The Empirical Study of Macro Stress Testing
in the Banking System of China
Bo Jiang and Zhongmin Wu
Nowadays banks and other financial institutions have
engaged in increasingly complex and diverse interna-
tional financial activities. This trend has underlined
the importance of supervision with a macro-prudential
perspective, specifically how banks and other financial
institutions measure and control their risk exposures.
In accordance with the macro prudential perspective,
the Basel II Accord requires regulatory capital to cover
stress tests. A specific set of risk management tech-
niques, called Macro stress-testing, has become an
important tool to assess financial stability.
This study will develop a framework for macro stress
testing of credit exposures in Chinese banking system.
The empirical analysis will focus on the relation be-
tween the default rates of bank loans and key macroe-
conomic factors, such as GDP, CPI, interest rates,
fixed Investment, and property prices. Macro stress
testing will be performed with the framework to assess
the vulnerability and risk exposures of banks. overall
loan portfolios and mortgage exposures. A variety of
shocks, similar to those that occurred in the Asian
financial crisis, will be introduced into the framework
for the tests.
This study is based on a model which maps multivari-
ate scenarios to banks. credit and interest rate risks
by deterministic and stochastic simulations. We will
use a stress scenario that takes account of the entire
relevant macroeconomic factor and represents both a
base case and a worst case which deliberately exceeds
historical shocks.

70
Why Volatility Spillover Effect Appears Differ-
ent in Chinese Stock Markets
Jian Ke, Liming Wang, Louis Murray, Hui Xiong
Based on the research on volatility spillover effect, the
paper analyzes the reason why the volatility spillover
effect appears different in Chinese stock markets. The
study reveals the functions of market systems and in-
stitutions on resisting the volatility spillover effect.
Also, the paper analyzes the behaviors of funds bulk-
holding investment to uncover the degree of rationality
of Chinese markets. The paper finds Chinese A-share
market has a certain rational feature, but the rational
decision making is not sufficient, since the funds bulk-
holding behavior is not the sufficient reaction to the
firms intrinsic value. Furthermore, comparing on the
difference of investing reactions to market risk can be
used to reveal the reasons whether causing volatility
spillover effect or not.
The paper finds Chinese markets investors have differ-
ent investing behaviors. This is the important evidence
that the stocks in US market are priced more rational

than Chinese markets in 2006-2007. Trash stocks are
chased unduly by investors in Chinese stock markets,
which shows the main direction or reason how the
speculation psychological expansion effect appears and
the reason why the Chinese market has a bull market
in 2007 in a short-term. This transformation is the
result that investors of Chinese market adjust their
speculation behaviors and the adjust process in 2007
is a kind of precaution against the followed global fi-
nancial crisis in 2008.
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71
Poverty risk in Shenzhen
Stefan Gravemeyer, Thomas Gries, Jinjun Xue
In this paper we want to analyse the structure of
Poverty and Vulnerability in a Chinese urban ag-
glomeration. Following the World Bank we define
the danger of falling into poverty as a dynamic con-
cept: Insecurity is an important component of welfare
and can be understood as vulnerability to a decline
in well-being. Insofar we define Vulnerability as to-
day’s risk of falling into poverty or deeper into poverty
in the future. We focus on the income dimension of
poverty and vulnerability on the household level ne-
glecting other aspects. For our analysis we employ
data from the 2005 Shenzhen household survey. The
2005 Shenzhen household survey is the first household
survey of this type conducted by a non-government
research team. Contrary to existing household sur-
veys this survey includes information on the migrant
population. The dataset comprises 1056 households
and 3256 individuals. The survey allows us to specifi-
cally look at the impact of the registration system on
poverty and vulnerability. We also look at the different
subclasses of migrants to analyze if different origins of
migration have different effects on poverty and vul-
nerability. Are rural-urban migrants more vulnerable
than urban-urban migrants? How does vulnerability
differ from the poverty estimates? We first present a
variety of descriptive facts to give a broad overview of
poverty and inequality in Shenzhen. We then employ
a method which allows us to generate vulnerability
estimates from our cross-section dataset. The special
importance of our results for Shenzhen is also due to
the special role of Shenzhen for China. Because it was
the first SEZ and experienced such a massive growth
process it can be regarded as a role model for further
development in China.

72
The Innovation Strategy of the Industrial
Transformation: Evidence from Pearl River
Delta in China
Yu Yongda, Wang Hao
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With the Reform and Opening-up public policy, the
Pearl River Delta Region in China achieved tremen-
dous development in the past years. Entering a new
stage, the Pearl River Delta region urgently needs
the economic and social transformation to meet the
shift towards industries and labors. This paper aims
to draw lessons from the development experiences of
Pearl River Delta and deduce the possible path for
future development. Based on the framework of Ad-
vantages Integration, the paper proposes policy sugges-
tions about how Pearl River Delta could avoid “Com-
parative Advantage Trap”, and how it should promote
development by exploring, operating, integrating and
accumulating internal and external advantages.

73
Does studies on restraining factors and coun-
termeasures about the transfer of management
right of contracted land in Sichuan
Lixiang Zhang, Xiulan Chen
Land transfer is a new trend in China under the frame-
work of deepening the reform of the rural land prop-
erty rights system. It has been ongoing from the

beginning of the implementation of the household con-
tract responsibility system. In recent years, with the
development of China’s agricultural and rural econ-
omy, especially the rise of industrialized operation of
agriculture and the transfer of the rural labor force
step by stepCit is indeed showing a faster expansion
trend of land transfer, but the speed and scale in every
province and city are very different. This paper is try-
ing to study the relevant issues of the transfer of the
contractual management right of rural land in Sichuan
province, which focuses on the factors restricting the
transfer of the contractual management right of rural
land. The study has found that definition of rural
land property rights, the degree of perfection of the
land market, the capacity of the transfer of rural labor
force, as well as the satiation of the social services in
agriculture are the more important restrictive factors.
Therefore, this paper is trying to give the correspond-
ing countermeasures to accelerate the transfer of the
contractual management right of rural land in Sichuan
province.
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74
Chinese Culture Drives the World: Evidence
from Mergers and Acquisitions
Tian Wei
For years, China has shown its strong voice in the
world, both in economies and arts. It appears that
China has attracted the attention from all parts of
the world and significantly influences the rules and
disciplines which have been commonly accepted in the
western world. As such, Chinese culture, one of the
world’s oldest and most complex cultures, becomes
dominant in both business and daily life.
In the course of the last two decades, there has been a
noteworthy surge in the growth of Mergers and Acqui-
sitions (M&As), both in volume and value. It becomes
a primary method to restructure industries and expand
businesses into foreign countries. After the financial
crisis, multinational corporations (MNCs) were more
cautious about making international M&As because
of the limited funding and the uncertain business en-
vironment. Hence, success in capturing synergies in
acquisitions has become more critical for the share-
holders of acquiring firms than ever before. Therefore,
M&As provide a fit platform in studying the impor-
tance of Chinese culture in international M&As.
This paper explores the affects of Chinese culture in
the business world with the evidence from the area

of M&As. The study adopts a descriptive case study
research design. Data from two representative cases
in the Medical Technology Industry were collected us-
ing semi-structured interviews. One of the cases is
that a British company acquired a Chinese company
in November, 2008. The other case is that a Chinese
company acquired an American company in January,
2008 and survived in the recession in the following
two years. The two deals were almost closed at the
same time and presented an opposite nature of the in-
vestment. Within-case analysis and cross-case analysis
were used to identify the patterns of affects of Chinese
culture in M&As.
First, the dominated role of Chinese culture in M&As is
captured from four dimensions: process, value, spirit,
and loyalty. Second, a framework which presents un-
derlying mechanism is developed to show the causal
relationship of these four constructs and the nature
of the Chinese culture in micro-level. Third, the key
success factors are identified. They highly influence
the successful capture of critical features necessary to
achieve synergies in business activities with Chinese
companies.
This framework highlights the importance of Chinese
culture in business affairs in the context of M&As.
It is among the first to study the nature and an ex-
planatory model of the affects of Chinese culture in
international business. The micro-foundations of this
research indicate the strategy-operations interface to
theory and answer the call for the micro-level analysis
in the business research.
The relatively small number of cases means that this
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exploratory research cannot readily be generalized.
Nevertheless, the key dimensions of analysis are iden-
tified. These dimensions can form the basis of future
work, and indicate that there may be applications be-
yond M&As.

75
Carbon Emission Management in Supply Chain
of Chinese ICT industry
Bai Xue, Jialun Hu, Yongjiang Shi
Climate change has been identified as one of the com-
pelling international problem for human beings in the
new century and great amount of carbon emission arise
from human activities is believed to be the main rea-
son. Supply chain activities ranging from raw material
extraction to after-sale product use links most part of
the manufacturing activities, which contributes 27%
of the total amount of carbon emission of human be-
ings. China is the certainly an important figure in the
transition process from High Carbon economy to low
carbon economy. Along with its high speed of eco-
nomic growth, environmental disasters and external
pressures from international society forces China to
rebalance its priorities and concerns. This hard core
reality became barrier and opportunity for this new
soft power at the same time.
Legislation and regulation from government post pres-
sures for the low carbon shift, but the real implemen-
tation of shifting comes from the practices of firms.
Chinese firms begin to be affected by the trend but
being lack of the mindset and capability to man-
agement/improve their carbon performances. Fast
movers in the ICT industry excel among other com-
petitors and build up the “low carbon” reputation
at the early stage. CDP- Carbon Disclosure Project
which originated in UK at 2000 aims at persuading
Fortune 500 companies to report carbon data, and it
starts its effort in China from 2008, helping Chinese
Listed-Firm for carbon reporting. And lots of Chinese
companies began their carbon-related effort from 2008
as well, especially for the ICT industry. This paper
aims to study the appropriate strategies for organiza-
tions like CDP to better help Chinese companies to
conduct carbon emission measurement, revealing the
motivation and obstacles for industry giants to report
carbon data. The second objective for this piece of
work tries to summarize the measurement practises of
organizational carbon footprint (OCF) and product
level carbon footprint (PCF) of Chinese ICT industry.
Qualitative multiple case study methodology is applied
to answer research question: What is the appropriate
strategy better to support Chinese ICT Manufactur-
ing Companies in Carbon Footprint. Cases illustrating
mechanism of CDP and three other Chinese ICT com-
panies are presented and analysed. A framework to
combine CDP effective mechanism and genetic process
of carbon footprint measurement are elaborated and
given out, contributing to the theories of supply chain
change and auditing management. This research finds
that for the two types of strategies which are utilized
by CDP China, it is not an appropriate strategy for

CDP to explore support from investors, while it should
shift focus onto supply chain for stronger persuading
power; all the aspects which need to be considered
and optimized in combination in terms of motivat-
ing and resisting forces for CDP to further conduct
project; An integrated research framework is gener-
alised to be a typical approach that companies and
third-party organizations can use during implementing
carbon footprint, as the practical contribution of this
piece of work.
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76
Irish and Chinese Business Culture Similarities
and their Social and Historical Reasons
Lan Li, Cathal Brugha, Liming Wang
This paper describes the first survey-based research
among the Irish business community both in Ireland
and China that compares the business cultures of both
countries, which are geographically, historically and
politically distant from each other. Reflecting on
their history, philosophy and social systems, which are
deeply rooted in their cultural traditions, this research
attempts to explain the similarities between Irish and
Chinese business culture, such as the emphasis on re-
lationships and connections, saving face and avoiding
losing face, and flexibility in following regulations and
laws. The research shows how common historical and
social experiences, such as rural lives and social struc-
tures, migration, foreign invasion, and colonial rule,
can develop cultural similarities and lead to cultural
closeness that can bridge cultures from regionally dis-
tant countries with completely different socio-political
contexts. The paper challenges conventional thinking
about Western, Asian or European business culture
when it ignores the fact that similar historical and
social experiences in different regions can result in
common cultural traits. It suggests that more precise
identification and a deeper understanding of cultural
similarities between different countries could help to
provide a basis for inter-cultural business success.

77
The Cross-Cultural Adaptation of Chinese
Women Migrants in Ireland: A Qualitative
Exploration of Interviews Conducted with 12
Chinese Women Living in Ireland
Jun Ni
In the globalised world, more and more people are
going abroad for work, study and vacation. Every in-
dividual who enters a new culture must cope with the
difficulty of adjusting to a new system with new peo-
ple, norms, rules and values. Chinese women migrants,
due to the special characteristics of Eastern culture,
face great challenges living in Western countries. This
research presents an original qualitative study on the
cross-cultural adaptation process of Chinese women
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migrants in Ireland.
Using a thematic analysis approach, 12 in-depth quali-
tative interviews were conducted with Chinese women
currently living in Ireland. The data was thoroughly
analyzed through an efficient process of themed anal-
ysis to produce findings grounded in Chinese women’s
personal life experiences. This research investigates the
factors facilitating and hindering the process of cross-
cultural adaptation. The findings suggest that from the
perspective of Chinese women migrants, cross-cultural
adaptation is a multifaceted process enlightened by
complex, interconnected factors. Seven facilitators
were identified through data analysis: motivation;
prior cross-cultural experiences; preparation; perceived
social support; integrative attitude; gender and inter-
cultural personality characteristics. Through exploring
the concept of acculturative stress of Chinese women
immigrants in Ireland, this study identified three fac-
tors which hinder the cross-cultural adaptation of Chi-
nese migrant women - cultural distance; visa status
and perceived discrimination. This study also suggests
that host language (English) proficiency; institutional
completeness; age of immigration; length of stay in
the host country; and using modern technology can
be both facilitators of and barriers to cross-cultural
adaptation This study contributes to existing knowl-
edge in the field of intercultural studies, targeting the
specific area of migration studies. The intention of
this study is to assist the host society to gain a greater
understanding of the situations and feelings of eth-
nic minorities, and to encourage feelings of respect
and learning about cultures that differ from the main-
stream. Irish society is becoming increasingly diverse
and this presents challenges to both host society and
migrants. The current research provides an example
of migrants’ cross-cultural adaptation which should
help the host society to understand the situations and
feelings of the Chinese ethnic minority. The host soci-
ety will benefit from an increased knowledge of ethnic
minorities which, in turn will help the immigrants to
adapt to and integrate in the host society.

78
A Question of Ethnicity: Soft Diplomacy or
Hard Realities?
Jerusha McCormack
Issues concerning ethnicity are at the centre of ques-
tions concerning national identity in Europe. Yet in
China, with its profusion of ethnic minorities, “ethnic-
ity” is a not a recognized category. Instead, the 56 or
so ethnic groups are defined as “national minorities”.
Although distinct in ethos and language from the Han
majority , their cultures must always be seen as sub-
ordinate to that of the majority, which is, in practice,
regarded as both prior and preemptive.
To a Westerner, coming from a world where ethnic dis-
tinctions are, at least in official discourse, honoured,
what is seen as Han control of the expression of ethnic
identity often appears problematic. Ethnic minorities,
for instance, are often urged to demonstrate their cul-
tural difference (by wearing their colourful costumes to

the Chinese People’s Political Consultative Conference
[CPPCC]. Similarly, performing traditional dances in
costume for tourists is encouraged by the sharp rise
in internal Chinese (i.e., Han) tourism. Although na-
tional minorities are granted distinct privileges by the
central government (such as family size or admission
points for university entrance), they are often also the
sites of protest at what is objected to as Han coloniza-
tion (as in Tibet or Xinjiang or, now, Inner Mongolia).
In these cases the soft diplomacy implicit in expres-
sions of cultural difference meets the hard realities of
centralized government control.
This short presentation seeks to examine how the con-
cept of ethnicity shapes Western views of the way
China is governed as well as the Chinese views of how
ethnic difference is to be managed. In particular, the
presentation will look at two accounts (which exist in
both Chinese and English versions) arising from two
distinct ethnic experiences. The first, Leaving Mother
Lake by Yang Erche Name and Christine Mathieu is
drawn from a childhood within the Mosuo culture of
Lugu Hu, on the Sichuan-Yunnan border. The sec-
ond, Wolf Totem by Jiang Rong (pseudonym for L
Jiamin), is written from the point of view of a young
Han student sent to Inner Mongolia during the height
of the Cultural Revolution. Based on actual autobi-
ographical experience, it offers a fictional account of
the confrontation between these two cultures. As of its
publication in 2004, it became a best seller in China
and later in the West.
This presentation focuses on the ways in which these
two books seek to mediate between the “soft” and
perhaps idealized descriptions of a minority culture -
and the harder realities of an ancient and distinct way
of life now overwhelmed by a modern, industrializing,
dominant civilization.

Session C — 15:30 - 16:30

Chair: Nicholas McIlroy

79
The Concept of “Soft Power”: American Ori-
gins, Chinese Applications
John G. Blair
As a key component in the title of this ACSI confer-
ence, the concept of soft power deserves some special
attention. The term itself was given prominence first
by Harvard Professor of Government Joseph Nye as
of the late 1980s. In the 1990s under the Clinton Ad-
ministration, Prof. Nye served actively in government,
promoting soft-power programs such as the United
States Information Agency. He was not always suc-
cessful in these efforts. But the concept caught on as
a fresh approach to international relations, an alterna-
tive to more materialistic conceptions of how nations
might interact.
In his ongoing explanations of soft power, Joseph Nye
distinguishes between kinds of power. The hard he
divides into the military (that seeks to force others
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to do as one wishes) and the economic (that seeks to
buy compliant behavior from others). Soft power seeks
to convince others to approve one’s own goals, partly
by encouraging them to accept a positive version of a
nation’s self-defining narrative.
In another context it would be possible to trace Ameri-
can efforts to export positive stories of its own history:
the so-called “American Dream” (the rags-to-riches im-
migration story) or the “champion-of-human-rights”
narrative. But the primary focus here today is on
China and what has emerged as the PRC over recent
years has promoted soft-power initiatives as central to
its own international relations.
One could go back as far as “panda diplomacy” starting
several decades ago, but the more relevant manifesta-
tion is the Confucius Institutes that began in 2004. If
the Hanban fulfills its plans, by 2020 there will be 1000
Confucius Institutes. Without trying to recount the
history of these Institutes, it seems important to bring
into focus how Confucius Institutes operate as means
of spreading a fresh narrative of China’s presence in
the world. This narrative must compete with the lin-
gering influence of longstanding Cold War narratives
that encourage outsiders to see China as “Communist”,
“atheistic”, and potentially menacing to its neighbors.
In the long run, this new narrative will surely prevail,
as long as it is not blatantly undermined by the way
the PRC is seen to behave internationally.

80
Sino-Irish Relations: Interdisciplinary Ap-
proaches
Wang Zhanpeng
Sino-Irish Relations: Interdisciplinary Approaches is
the research project of BFSU, funded by the Irish De-
partment of Foreign Affairs, which deals with the bilat-
eral relationship from the broadest multidisciplinary,
multidimensional perspectives. It mainly consists of
a publication of the book on the important bilateral
relations (to be published in October 2011 by World

Affairs Press, the affiliated press of Ministry of Foreign
Affairs) as well as the Conference in December 2009 to
celebrate the 30th anniversary of the establishment of
diplomatic relations between China and Ireland. The
research covers a number of important topics in the
political and economic relations, literary interactions
as well as cultural and educational exchanges over a
period ranging from the years well before the founding
of either republic to the present day.
The book entitled Sino-Irish Relations: Cross-Cultural
Perspectives explores relations between China and Ire-
land from the broadest multidisciplinary perspectives,
yet with an emphasis on the importance of commu-
nication between the two cultures. Although some
papers cover the interactions during the British colo-
nial period, more emphasis will be laid on modern
encounters (particularly the post 1921 period) of the
two nations. The book consists of 6 chapters including
a review of existing research, political and economic
relations, cultural exchanges, and the translation and
reception of Irish Literature in China. In each chapter,
2 to 5 separate papers will address certain important
aspects of a general topic and contribute to it as mu-
tually complementary and indispensable parts. For
instance, Mr.James Cuffe from UCC examines Sino-
Irish Relations from Irish Perspectives, while several
Chinese scholars give insights into the bilateral po-
litical discourse and Irish China policy for enhancing
its soft power. Other highlights of the book are the
chapters on translation and study of Ulysses in China
and Yeats’s encounter with China. Generally, the re-
search is characterized by several distinct features (1)
broad inclusiveness on disciplinary levels and synthesis
between humanities and social sciences; (2)its empha-
sis on the importance of cross-cultural communication
(particularly literary exchanges); (3) exploration of the
role of public diplomacy in the bilateral relations; (4) a
combination of grand macro-narratives and empirical
case studies.
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