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Today I would like to briefly address why it is necessary to have a dialogue between China and the European Union 

on social standards, and to address some of the opportunities that we have and also some of the risks. 

 

There is always an altruistic argument for helping to raise social standards, and this is an important argument.  But 

for me the issue is also economic, and I believe that it is important to understand why.   China’s economic miracle 

has had a major effect on the whole of the world, and it is worth spending a few moments to understand the nature of 

this impact. 

 

We were very fortunate in Nottingham just two months ago to be visited by a leading Chinese thinker who was a 

keynote speaker at a conference we hosted, attended by 150 China economists from all over Europe. 

 

Professor HU Angang, the head of China Studies at Tsinghua University, is one of China’s top economists and is 

frequently consulted by the Chinese leadership on policy issues.   He said that due to globalization, China’s economic 

miracle over the past 20 years had had five major scale effects on the rest of the world – four of them with a positive 

on the rest of the world and one of them more of a negative. 

 

He describes the four positive impacts as follows: 

 

Firstly, the population scale effect, which is accelerating industrialization, urbanization, the use of IT and 

modernization globally.  This is resulting in a major expansion of the global workforce, raising labour productivity, 

reducing poverty, and increasing the number of people making use of new technologies. 

 

Secondly the labour participation and employment scale effect.  He quotes the ancient Chinese proverb:  if you want 

one year of prosperity, grow grain.  If you want 10 years of prosperity, grow trees.  If you want 100 years of 

prosperity, grow people.  He argues that in the age of globalization, China’s development has hugely enlarged the 

global workforce to the benefit of global prosperity. 

 

Hu said that the GDP growth of Western Europe had dropped significantly between the 1973 oil crisis and 1998, from 

nearly 5% pre-73 (from 1950) to 2.1%, due to drop in birth rate, rise in unemployment and labor market rigidity, and 

due to falling productivity.  China’s situation was the opposite to this, he said.  Workforce participation was growing 

dramatically as some 450 million peasants had left the land and more would do so.  Labour productivity was also 

growing by 7% a year (78-03).  This trend was expected to continue. 

 

The third scale impact on the world was that of rapid economic growth.  China’s share of global GDP has risen to 

about 14%, according to Hu.  But its contribution to global GDP GROWTH has been much higher – as much as 27% 

between 90-2002.  In Europe we have all felt the positive impact of this in terms of our own growth. 

 

The fourth scale was the scale effect of trade. There is no need to go into the details here.   It was recently reported 

that China will this year overtake Germany as the world’s second largest trading nation, and by the end of the decade 

is expected to overtake the United States.  We have all felt the benefits of this. 

 



The fifth impact – the one that he described as negative – is the scale effect on global resource consumption, such as 

oil consumption and raw materials, and the impact on global air pollution and climate change etc.  There is a lot to 

say about this but it is not our subject today. 

 

Professor HU argues that the rise of China overall was therefore highly beneficial to the rest of the world and China 

was not the threat that many people thought it was going to be.   He compares the impact of China’s rise to that of 

the United States during its rise between 1870 and 1913, and to that of the rise of Japan from 1950-73 – both of 

which had similar impacts.  But because of China’s size, the impact will be greater and is unprecedented.  Professor 

Hu predicts that China’s rise will continue to pick up speed between now and 2020.  He argues that this will continue 

to bring tremendous development opportunities to the rest of the world.    

 

But what are the risks – the challenges to China’s continued high growth ?  What could derail this speeding train of 

economic growth ?    There are many such risks.  But the risk that is important to today’s discussion is the risk of 

social disorder, leading to political instability.  This is the risk that China’s leaders and external commentators agree 

needs close attention. 

To Chinese leaders, this is the biggest threat to the authoritarian rule of the Communist Party.  But to the rest of the 

world, it is also a major threat to the economic growth and prosperity that China’s economic miracle has helped to 

deliver for us all over the past 10-15 years. 

 

China’s economic growth has already lifted 200 million people out of poverty and has brought many benefits to its 1.3 

billion people. 

 

However it is clear to all observers that China’s single-minded pursuit of economic growth over the past two or more 

decades has put huge stresses and strains on Chinese society, and that the benefits have been unevenly distributed.  

Growth has led to high expectations of improvement in people’s livelihoods.  But there is worsening inequality. 

 

The gap between rich and poor has widened dramatically.  The coastal cities have prospered while the relatively poor 

Western provinces of China have lagged behind.  As 400 – some say 450 million -- peasants have left the land and 

moved into the towns and cities, the living conditions for these migrant workers are often miserable and the disruption 

to traditionally family life has been huge. Labour conditions in the workplace are often dire, with the figures for 

industrial accidents truly shocking, with more than 100,000 deaths each year nationwide. 

 

According to Hu Angang,  the biggest challenge facing China is what he calls human insecurity  -- which means 

concerns about jobs, income, lack of old age pensions and healthcare.  

 

Nearly half of the cases of disease in China are not referred to a doctor, according to Chinese experts. 

 

More than 80% of the population have no health insurance – 57% in urban areas and 97% in rural areas.  Life 

expectancy in cities is 73, up with developed countries, but in rural areas still at the levels of less-developed 

countries. 

 

Corruption is endemic, and China’s land use policies have allowed local officials to seize land for development often 

with little consultation with or benefit accruing to the original users of that land.  Land disputes have been one of the 

frequent causes of public protest, in some cases leading to  incidents of unrest involving hundreds of people.   

 

The figures for the number of incidents of unrest vary, but they are pointed to by China’s current generation of 

leaders to stress the importance of working to address such popular grievances, and of working to deliver greater 

social justice – of working to create what President Hu Jintao has called a “harmonious society”.  Indeed he has 

made this drive for greater social justice the hallmark of his presidency. 

 



The Chinese leadership is trying to strike a balance between continuing to strive for fast economic growth, while at 

the same time working for the gradual improvement of social standards. 

 

Analysts studying the annual meeting of China’s parliament, the National People’s Congress, in March saw Chinese 

leader Hu Jintao compromise to strike a balance between neo-liberal forces favouring continued stress on economic 

development, and his own belief in the need for more redistributive policies to narrow the gap between the haves and 

the have-nots in Chinese society. 

 

Hu Jintao knows that political and social stability is critical for China’s economic miracle to continue, and that it cannot 

be taken for granted.  After coming to power in 2002 he has therefore launched a national debate on social policy that 

has prompted scholars to look overseas for workable models to follow, to learn from other countries. 

 

There is therefore a great opportunity for Europe right now to share our long and varied experience in setting social 

standards, in devising workable social policies, that have brought real benefits over here, to give China the chance to 

learn from them. 

 

Globalisation, and the benefits that China’s economic growth has brought to the rest of the world, means that the 

European Union has a vested interest in helping China to maintain its social stability.  Helping China to improve its 

social standards is not only in the interests of China and its ruling communist party – but the point I am making today 

is that it is also in our own self-interest. 

 

One useful measure of social standards is of course the Millenium Development Goals, which define clear measures 

for poverty reduction, famine relief, education attainment, gender equality, healthcare, water and sanitation provision  

etc – key measures of human development. 

 

If China continues its high speed growth, and if it maintains the stability of its society and promotes social 

development, not only will it be building a well-off society but the Chinese people will make fast progress towards the 

Millenium Development Goals – thereby making a major contribution to progress in social standards worldwide. 

 

There is a great receptiveness in China right now to learn from European countries in the area of social policy.  While 

China cannot afford a European-style welfare state, Chinese think tanks are looking to Europe for inspiration in the 

knowledge in the knowledge that an American-style free market model cannot offer solutions to the more pressing 

social problems that have arisen after three decades of single-minded focus on economic growth. 

 

One of China’s top research institutions, the Chinese Academy of Social Sciences (known as CASS), has done much 

useful work in this area.  It regularly sends delegations around the world to study overseas experience, and then 

writes confidential reports for the Chinese leadership on the lessons learnt.  In my own think tank, the China Policy 

Institute, we have hosted two such missions – one focusing on anti-corruption methodology, on clean governance, 

and a second on how to stimulate the growth of successful NGOs – a key element of civil society development. 

 

My Institute is working with CASS this year to organize a “China-EU Social Policy Forum” in September 2007 in 

Beijing, which presents a good opportunity to share experience, and is open to participation from other EU members 

and organizations. 

 

In the current policy context in Beijing, the European Commission’s call for a dialogue on social policy with China is 

well-timed, as interest grows in China in concepts such as consumer rights, and the pressure grows to improve 

healthcare and pension provision.  Corporate Social Responsibility is another important policy tool that can be utilized 

and an area in which Europe takes the global lead. 

 



The risks of failure to deliver on the promise of a more “Harmonious Society” in China are not risks for China alone.  

The economic impact of China on the world makes this our problem too,.  It is in Europe’s self-interest to help China 

improve its social standards. 

 

Europe’s tradition of social democracy – and the creativity with which we practice this in our 27 very different nations 

– gives us a fantastic pool of experience to share with our Chinese partners. 

 

China is open to these ideas.  The policy dialogue with China being worked on by the Hanns Seidel Foundation is an 

excellent way to share these experiences.   The China Policy Institute’s planned China-EU Social Policy Dialogue in 

September with the Chinese Academy of Social Sciences is major step forward in our own similar dialogue with 

China, and we plan that this will lead to a comprehensive programme to share social policy experience with China 

over the next three years or so.  Our mission is to analyse some of the key challenges that China faces in its rapid 

development, and to help raise the level of understanding of China and engagement with China in the UK and the 

EU.  We do this by publishing analyses on our website, and organizing conferences and seminars with partners both 

in China and the West, on topics such as globalization and its impact on China, China’s impact on the world and its 

transformation from what it was to what it is going to become. 

 

China will not copy Europe exactly, and nor should it.  It will find its own way, its own unique model, but if we do our 

work properly, it will be aware of some of the painful lessons that we have learnt and perhaps avoid some of our 

mistakes.    I believe will later share its own valuable experience with us, and thereby continue the historic 

contribution to global development that China has traditionally made. 

 

By working together in Europe on this dialogue, we can bring some of the best global experience on social policy to 

our Chinese friends.  This will be stronger in the form of Europe-wide collaboration, and I hope that today’s meeting 

can help develop this. 

 

Thinkers like Professor Hu Angang at Tsinghua see the desperate need for this sort of work, and are listened to at 

the highest levels. 

 

There has never been a better time to share our experience on social standards with China, and this is a very 

important and critical element in the  strategic partnership with China that the EU wants to build. 
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