BT RE

B BEhE T TIER AR UNES.
RN S NIA ISz g2 7
—L8, AR S R S PR AR T T
fe—LEml#, — e, WEAAHITETE 9 A
SRPGAFAYIR B 221 BB SR RL i AR
7o WARRE BT RIRIE, ATLAGH AL
W, HAJE TH A s, HANERL
BTG E RO 21 [ AN A, G R E R —IR,
W IR ELAGH8 T3 T I A R AT ][]
PABG 522, QIARAE20054F 1 A LARTIA AR AT
LIRRINENTE, R R R A R
7)), H KRR RIEER R R, Rl [E]
MR GRAD BT . BARRREE R 5
T, A U7 B R A P e BN 2
AR DU R 2 TR o) R ) S, (EL2 s B (i
RV — A TE U R TR EH AL R RE AN TR .
FRMXMNEEUEAE, THETTER I E
FEBER AT, PR T EE E L
H, IR WP BT AR T R
FE, MU, bR, 2
T BEALRIR A B IA] A IR 4 & 5
T, Ak, HERALFEESTERNE
1A ArATEX AAR A LR, T
YR PR CAE 2 AR L EgBEHE T ER
Rl AUk, FFEEd 2Bk e~ 54
Baia A et migE s, wETA RS (R90E
%) WREREIANGS, FRIEARSEA I B nA SR
] F A (] BT

ANANSE  Chow JEA:, i,

Gregory C. Chow I am not sure I understand
the question, but let me try to interpret it. You are
asking me about the market principle. Now that
term has to be interpreted. Let me try to interpret

this. We all know about privatization in Chinese
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agriculture from collective farming under the
communes to allowing the farmers to farm their
own land and make as much money as possible;
that was a big driving force in increasing
productivity in Chinese agriculture in the 80s. We
all agree with that, right? So at least, at that time,
if you call that the market principle, it worked.
However, the increase in productivity in later
years was not good as it used to be. So I think the
Chinese government has been paying more
attention to this. I think in the last 5 to 7 years, the
Chinese government has put more emphasis and is
trying to put more government investment to help
the farmers. I do not want to talk too long. I think
you have to believe in the market, but also I think
there is a role for the government to intervene.
Taiwan is an example. I think it is very illustrative.
Everybody knows that Taiwan’s economic
development has been very successful. There was
a commission for the countryside which helped
introduce new technology to the farmers, told the
farmers how to market, and gave more education
to the farmers. So just summarize in one sentence,
you let the farmers make as much money as they
can, using their sources and motivation, but at the
same time, the government should help the

farmers improve technology, improve marketing

skills etc. That seems to be the solution.
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Nz ARG ETR S, BIREREAE,
Gregory C. Chow There are two questions.
One is about the study of China, I am not going to
say anything about that; the second is about
education in China. Now, I am so happy to have all
the experts who live in Chinese mainland with us.
Let me just say a couple of things, and see if they
can correct me or not. The main thing in Chinese
education to me in the last 25 years is the

widespread increase and flourishing of private
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education at all levels. The Chinese villagers, the
farmers want to get their kids educated, and they
spend money. There are high schools, there are
colleges established privately. I think that is the
driving force behind Chinese education. Now of
course, the government, you asked about
government policy, well, we believe in the market,
we believe that the government should do
something. The Chinese government does do
something. You know, at the beginning of the
reform, I think in 1978, almost 100 percent of
education expenditure was by the government, but
now, according to a study in 2002 by UNESCO, 42
percent of Chinese total expenditure was private.
Now actually, some people say 42 percent is too
low. That is my impression. I can talk for 2 hours
on this, but I will stop here. And I think market has
being working. This is part of Confucius’
tradition, the Chinese want to have their own kids
educated, they are willing to spend money and so
I think this system will be working quite well. That
is my understanding, so I am optimistic. Some
American scholars criticize the Chinese education
system. There is not enough money. If you just
look at government expenditure over GDP it is
only 2 some percent which is low as compared
with 4 and half percent for other countries, but if
you include all this private investment, it is
actually quite high. Now, one more thing I want to
say is that the education is more than schooling,
family education is extremely important. I think
the accumulation of human capital in China
depends to a large extent on family educations. I
think, by and large, family education in China is
quite good. Thank you!
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Lu Ding Thank you. In the past 2 days, I have

learned a lot from panelists and from this
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conference, especially from professor Chow, so
I’d like to take this last opportunity to learn from
professor Chow about the environmental problem.
Just now you said the environmental problem is
actually no problem. Oh, OK, it is a secondary
problem compared to economic growth.
Economic growth actually is about everything, I
know, it is just like Deng Xiaoping said, growth is
the hard principle (i#3&2H) . So, but this morning
from Professor Sadakata, he presents the diagram,
shows, you know, the relationship between the
environment to cleanness and per capita GDP is
not a kind of linear relationship, OK? In the
process of economic growth, there is a certain
stage at which industrialization may lead to
deterioration of the environment. So look around
the world, in the richest countries, the cities have
the cleanest environment, and poorer countries are
usually the dirtiest places, but there is a process to
get from point A to point B. That is the reason why
Professor Sadakata mentioned that we should find
the tunnel route to that point B, OK? So Professor
Chow is a high profile advisor to the Chinese
government, | would like to learn from you how
would you advise Chinese government about
dealing with environment problems, should they
put all their resources into economic growth, just
the environmental as

regarding problem

temporary, to be dealt with afterwards.

Nz WAV E—MER, BRIERERETT
FeAREIN, NRHEREEZIRERN, ITIE—T,
o, HEIH.

Gregory C. Chow First of all, I agree with you
on the fact that often when a country starts to
industrialize, then the environment gets worse
before it gets better. I agree with that. You know, I
went to Taiwan in the 60s, when it first developed,

and they had built the factories that smoked all
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over the place, OK? Finally, they got richer and
they cleaned up the thing. I agree with you on that.
Now, is that fact bad? Not necessarily, because it
was the choice of the Taiwanese people. They
were so eager to get rich when they wee very poor.
They’d rather be rich, and they’d rather breathe in
some bad air. It is their choice. So who are we to
tell them that they should not have some smoke in
the street, it was their choice. The air looked dirty,
but they could clean it up in a few years. So give
them the chance. My position is that if the
Taiwanese people are willing to let the
environment deteriorate a little bit than improve it,
I am not going to say anything. It is their choice.
So I think that Americans like to go to the poor
countries and tell them the standard of workers’
condition. You know, for example, the workers’
standard in the U.S. is much higher than that of
developing countries, but it is not right for
Americans to criticize these people because they
are poor. So in general, it is their choice to allow
some bad air, [ am not going to say anything.
Now, secondly, you asked me how to advise
the Chinese government. Up to now, I have not
been asked by the Chinese government to advise
them on environmental policy, if they asked me, I
would find some way to do it, because before you
advise the government, first of all, you have to
study. I have not studied Chinese environment
problems sufficiently, and I never give advice
without careful study, so I can not answer this.
However, if they ask me, if I have time, I think I
will find a way because there are a lot of economic
tools for analysis; I would consult with experts
from the technology side, and I know some of the
economic analysis already. There are ways to do it,
and I can give you a lot of references, but I do not

want to apply it to Chinese case at the moment
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without very careful study of the Chinese
situation.
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Richard Madsen 1 am just going to give a
comment on the question of the methodology
issue. And maybe I could introduce it by quoting
from a letter that I got from Professor John
Fairbank, who was one of my teachers, and who is
one of the greatest sinologists in America, really a
founder of modern sinology in the United States.
When he was 80 years old, he wrote one of his last
books, and he sent me a copy of the book, since I

contributed to one of his projects, and a letter. In
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the letter, he said, we scholars try to understand
China, and try to understand in a systematic way to
predict the future, yet he had come to realize now
he was 80, that history was full of unpredicted
consequences, accidents, sometimes plain
craziness. And it was probably impossible to
predict at all, yet we have to try, he said. So I think
one of the first lessons I got from that about
methodology is that we have to be skeptical about
linear projections of the Chinese future because
there are too many parts, you know, different
regions, different dynamics going on, that are in a
kind of very uneasy balance right now. And I do
not think that you can, you know, realistically
assume that things are going ahead in a linear
direction or even in a kind of direct progression. I,
in my recent publication, use the word chaos
theory to say that balance is very delicate. So 1
think what we have to do is to have healthy
skepticism, and in our policies to be very flexible
in a tentative way. Another reason for this
instability and this need for tentativeness is that
there are many things intellectuals of our
generation do not notice.

And just one very brief example in China,
because I also work on it, is religion. There are
mammoth movements like the revival of Islam and
groups like Falungong that no one would have
anticipated. And the international connections go
beyond the state, I think we do not have tools to
really understand these things. It is difficult for us
to stabilize the whole processes in a way we can
predict for better or for worse. So I think the one
thing we need is healthy skepticism. And the
second is to increase our repertoire beyond even
those represented here. I think for instance we

need more experts on media studies, with experts

on sociology and religion, experts on other
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transnational flows.

Gregory C. Chow I’d like to make two remarks
about methodology. I am just making these
remarks to tell you what I have been doing, I am
not advising you people. You have your way doing
things; I am just reporting to you the way I do
things.

Number 1, I heard some discussions about
general approaches, big principles. In my own
study of China, I do not think in those terms. In
physical sciences, for example, you study a lot of
cases, and then you come to generalization.
Generalization comes after studies of concrete
cases, this is known as the scientific method of
induction. Now, I think in some way, to me, it is
similar in the study of economics of China or
anything, in my own experience. You find an
interesting problem to study, including China, a
certain aspect of China, and so you study it; you
try your best, sociology, politics, economics,
whatever you know and in combinations. So you
make the study, and people appreciate this as a
good piece of work. After so many of them, then
your group, your research group, or I, myself, may
come to some generalization, some lessons. Now [
feel that I am entitled to make some generalization
in my own studies, because I think I have studied
many, many economic problems of China. I have
a whole thick book, China’s Economic
Transformation behind me. You can look at it. And
finallyy, I came to certain methodology
conclusions, but only after 25 years’ study. I did
not come to cite principles first. You learn from
experience first, so I am just telling you my own
experience.

Richard Baum Let me say a little bit about
methodology. 1 would agree with what Dick

Madison just said, but I would also draw a
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distinction. Not everything is unpredictable. The
processes that we are witnessing in China today
are not unpredictable. There are consequences that
are unpredictable. We do not know where it is
heading. We know what is happening, but we do
not know where it is going. And I think that is the
chaos theory; there is a kind of determinant
physics. Chaos is not chaotic, it is ordered. There
are principles underlying the chaos. There are
tipping points that we do not understand, that exist
in all phenomena, physical, natural, biological, the
start of a market crash or a revolution and so on,
and so forth. But you are right to be agnostic on the
question of consequences and skeptical, but not on
the processes. No. I do not agree with that.

I want to go back to the question that Kagami
sensei raised earlier about this, and its pertinence
to one of these predictable processes while we
look at China and theU.S. What kind, what kind
of, what sort of feedback mechanisms are we
looking at in Chinese society? Apart from the
market in allocating economic resources, there is
economic supply and demand, but there are also a
lot of other processes going on, information
processes; even sub-political processes. So what is
happening, and what needs to happen is the
pluralization of interests, you know, in Chinese, it
will be 51922751k, pluralization of interests.
This has not been generated in China, it exists. We
have pensioners, we have unemployed workers,
we have Jii 8 A 51, migrants, a growing number of
migrants. We have lots of different groups,
religious groups, lots of NGOs, lots of social
organizations and social activity. But what we do
not have is this generation of pluralistic interests.
Remember the other day, I mentioned that Zhao
Ziyang had been promoting the ideas, somebody’s

idea of softening terrorism before he was moved
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from power. One of the most important things,
perhaps the important things he tried to do in 1987
was a reform proposal to acknowledge that
different people and different groups of people
have different interests, and they should be given
avenues for expression. He said that pacifically.
But that has never been repeated. There are still, if
you read Hu Jintao’s speeches, the same old tired
references to the unified will, unified spirit.
Society is made of a number of contesting of
smaller units. And it is precisely in this, the
Europeans called it the pivot in the midair in the
mediate towers, that the social organizations stand
between the naked individual and state. It is
precisely in this space that, the politics of
development take place. That is happening in
China, it is happening when we sit here and talk
about it. But what has not been happening? It is the
recognition of the giddiness of the process; they
are allowing the political space to religious
organizations, to organizations of pensioners, to
farmers who, you know, have been cheated out of
their meager incomes. It is giddiness of the
political space. That has not yet happened, but I
think it will happen. But again, going back to what
Professor Madison said, its consequences can not
be predicted. It will happen, but its consequences
can not be predicted. Thank you.

Gregory C. Chow Let me say something about
prediction. My profession is econometrics, and
there are certain things you can predict by
econometrics, but in this audience, it is very hard
for me to explain what in economics can be
predicted by econometrics, and what can not be
predicted. That is a pretty deep discussion. In fact,
2 years ago, [ was asked by an academic group in
Taiwan to give a keynote

speech at an

academicians’ meeting, and my topic was Are
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Economics Events Predictable. If anybody is
interested, I will be happy to send you a print out
of that. But I think all of you, even you are not
econometricians, you probably have heard people
know about some economics. Things are
predictable. Not everything. The storm of the
market is not predictable, not by econometrics,
right? But there are certain things in econometrics,
for example, in my case, let me just give one
example. I did my dissertation on the demand for
automobiles in the United States. [ had an equation
to predict automobile sales, and General Motors
used it. I finished that in 1955. General Motors
used it for a number of years, and the forecast was
good. When I worked for IBM, I had an equation
to predict computer sales. IBM used it, and the
forecast was good. I can give you a number of
examples of successful economic forecasts. But
that is a complicated thing.

Now the second thing I want to say is in the
study of history, there are certain unique events.
Econometrics is somewhat regular, you know,
automobile sales seem regular. But what happens?
For example, after Deng Xiaoping started market
economic reform, could we have predicted it that
the reform would be successful? Let us say that is
a historical event, you can not use econometrics. It
is not repetitive data. I announced that I hated it in
my book. I discuss China’s economic
transformation, and I have a chapter on the
predictability of historically unique events. I mean
the consequences, I mean whether it is successful
or not successful is a consequence, and I try to
discuss. It does not mean I know the answer, but at
least I try to give an answer as to how you can
predict the consequences of unique historical
events. I give the conditions under which you can

do it. I did not say every time you can do it. So I
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want to spell out, the conditions under which you
can predict unique historical events but this is a big
subject. I’d better stop here.
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