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Chinese New Year is
January 26, 2009

2009

By Jennifer Nordin, Staff Writer

T

he Chinese New Year (or Lunar New Year) will be on Jan.
26 this year. The lunar New
Year usually falls in January
or February, but the exact date varies from

year to year because it is based on the cycles
of the moon (thus lunar) as opposed to the
linear structure of the Gregorian calendar.
Chinese New Year marks the beginning
of the Spring Festival. There are many tradi-

Selling Shoes in
China according to
Red Wing Shoes
By Greg Hugh, Staff Writer

T

Wes Tang

he December meeting of
U.S.-China Business Connections (UCBC) began as usual
with a continental breakfast
and some networking opportunities before
the formal portion of the meeting started.
Prior to introducing the guest speaker, Jim
Smith, UCBC Director, invited the attendees to briefly introduce themselves to the
group as is customary at UCBC meetings.
At the conclusion of these introductions,
Smith then introduced Wes Tang, Business
Development Director, Pacific Rim, Red
Wing Shoes, Inc., headquartered in Red
Wing, Minnesota, to make his presentation
on Selling Shoes in China.

Tang began his presentation by providing some background history on Red Wing
Shoes which is headquartered in Red Wing,
MN. The company was founded by Charles
H. Beckman in Red Wing, MN, in 1905 and
was one of over 1,000 shoe manufacturers
located in the United States at that time.
Within 10 years, the company had begun
producing more than 200,000 pairs of boots
per year, and issued the standard footwear
to soldiers fighting in World War I. During World War II, Red Wing continued to
manufacture boots for soldiers.
Red Wing Shoes also manufactures
shoes under the brands Carhartt, Irish Setter Boots, Vasque, and WORX, and most
recently expanded into making men’s and
women’s lifestyle shoes. Red Wing’s models
range from athletic-styled sneakers to basic
leather oxfords to rugged work boots. Red
Wing uses facilities in China to produce its
WORX, Vasque, Irish Setter, and Carhartt
products, as well as the upper portions of
some Red Wing–branded items.
In addition to its manufacturing facilities
in Red Wing, MN, the company also has
other U.S. facilities in Danville, Kentucky
and Potosi, Missouri and sells in over 100
countries globally.
By the 1990s, Red Wing had applied all
Shoes continues on Page 9

tional elements in the
celebration. Flowers are important in
the Spring Festival;
two important flowers commonly used
are plum blossoms
and water narcissus.
Hong-Bao, red envelopes of money, are given to children and
young adults and often other presents are
exchanged similar to the Christian celebration of Christmas. Fruit is also used in the
Spring Festival. Tangerines are a sign of
good luck and oranges are a sign of wealth
since the Chinese words for “tangerine”
and “luck” sound similar as do the words
for “wealth” and “orange.”
The New Year also marks the change in
the zodiac sign. The Chinese zodiac is based
on a twelve year cycle. The animals of the
zodiac are: Rat, Ox, Tiger, Rabbit, Dragon,
Snake, Horse, Goat, Monkey, Rooster, Dog
and Pig.
A widely known legend about the animals is that Buddha held a race to determine
which animals would represent the twelve
years of the zodiac. Each animal’s position
would be determined by the order in which
they finished the race. The Rat is the first
zodiac sign because he rode on the Ox’s
back through most of the race and jumped
down at the end and won. The Pig rested
during the race and was the last of the twelve
to cross the finish line.
Another tale of the creation of the zodiac is that Buddha invited all animals to
his birthday celebration, but only twelve
animals came, becoming the twelve animals
of the zodiac. In some versions of the myth,
it is the Jade Emperor rather than Buddha.
The zodiac can be used as a polite way
to determine another person’s
age. Rather than asking how
old a person is, people can ask
what sign they are. For example, this is the year of the Ox;
since the Chinese zodiac is a
twelve year cycle, someone
who was born in the year of
the Ox would be 12, 24, 36, 48, 60 etc.
An entertaining use of the zodiac is to
use it to describe the personality of a person
born in a particular year. In an example, a
description of someone born in the year
of the Ox on a Chinese astrology Web site
states, “the Ox is steadfast, solid, a goal-oriented leader, detail-oriented, hard-working,
stubborn, serious and introverted but can
feel lonely and insecure. Takes comfort in
friends and family and is a reliable, protective and strong companion.”
Whether or not you believe in zodiac
predictions of the future or characterization
based on which animal year a person is born
in, it, along with other Chinese New Year
traditions, can give interesting insight into
the over 4,000 years of recorded Chinese
history. 
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announcements

Apply. Buy. Try.
Consumers urged to prepare
for the switch to digital TV

Asian American Households Need to Prepare for the Switch

The switch to all-digital broadcasting is quickly approaching and will offer consumers a clearer picture and
more programming choices. Television viewers with analog TV sets using a rooftop antenna or “rabbit ears”
are at risk of losing their TV signal if they do not act now or before the end of year to request their converter
box coupons.
According to Nielsen data, nearly 10 percent of the more than 4.5 million Asian American television households are not ready for the switch. This means that on February 17th, 2009 when the digital television transition
occurs one - or all TVs - in these homes will lose their signal.
But consumers who want to keep using their analog TVs with an antenna after the transition can purchase
a TV converter box using a $40 government coupon. The U.S. Department of Commerce’s National Telecommunications and Information Administration, which is responsible for running the TV Converter Box Coupon
Program, is providing up to two coupons per household upon request and recommends the following three
steps:
Step 1: Apply
Apply for a TV Converter Box coupon now. Coupons are available on a first-come, first-serve basis. Each
household can apply for up to two coupons online at www.DTV2009.gov, by calling 1-888-DTV-2009
(1-888-388-2009), via fax at 1-877-DTV-4ME2 (1-877-388-4632), or by mail to PO Box 2000, Portland, OR
97208. Deaf or hard of hearing callers may dial 1-877-530-2634 (English TTY) or 1-866-495-1161 (Spanish
TTY).
Step 2: Buy
Consumers should buy their converter box soon after their coupon(s) arrive in the mail. Consumers will
receive a list of nearby participating retailers with their coupons. They should do their research swiftly and
make a timely purchase that’s right for them. Coupons expire in 90 days from the date printed on the card.
Step 3: Try
Once a consumer has purchased a TV converter box, they should try the box on their analog TV. This provides the opportunity to test the box and troubleshoot potential problems prior to the transition date. Installing
a converter box also provides the immediate benefits of a clearer picture and more channels, where available. If
you need further technical help, the Federal Communications Commission provides a useful guide at http://
www.fcc.gov/cgb/consumerfacts/troubleshootguide.html.
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CAAM 2008 Annual Banquet

Some of CAAM’s current board members

Solo dancer from CAAM’s Chinese Dance
Theater. All photos by Jack Yang

Vincent Mar, CAAM President and David Wang, CAAM Treasurer with this year’s CAAM/
Stanley Chong scholarship recipients.

Wolves lose
to Yi and Yao
in December

Yi Jianliang

Yi and Nets win by 29

The Timberwolves lost to Yi Jianliang
and the New Jersey Nets, 84-113, at the
Izod Center on Dec. 5. Seven Nets’
players scored double digits; Yi scored
16 points. Despite the loss, Randy Foye
of the Timberwolves was the high scorer
of the game with 20 points.

Yao and Rockets win by 7

The Timberwolves lost to Yao Ming
and the Houston Rockets, 102-109, at
the Target Center on Dec. 20. Six Rockets’ players scored double digits; Yao
scored 18 points. The high scorer for
the Timberwolves was Al Jefferson who
scored 34 points. The high scorer for the
Rockets was Tracy McGrady who scored
23 points.
Keynote speaker Consul Xie Yunliang and Deming Wu with CAAM members.

GUNG HAY FAT CHOY
from the staff and contributors of
ChinaInsight

Upcoming Games

The Timberwolves play the Rockets
in Houston at the Toyota Center on Feb
7, 2009 and Mar. 20, 2009. The Rockets
come to Target Center on Mar. 1, 2009.
The Nets come to the Target Center on
Mar. 29, 2009. 
Yao Ming
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Faculty and student
exchanges foster liberal
learning in China

By Per Anderson of Concordia College, contributing writer, MPCC
NEWS

Delegation members (l. to r.) Ken Foster,
Per Anderson, Heidi Manning, Dan Bruss,
Pam Jolicoeur and Greg Cant (all Concordia College except for Bruss from Bethany
Lutheran College)
Bruce Johnson, a professor of economics and management at Gustavus Adolphus
College, was part of a ten-person delegation
that recently visited United International
College (UIC) in Zhuhai, China. He admits
that he returned home with a mixture of
feelings. “I was excited by the educational
and exchange opportunities, puzzled by the
mixture of economic activities and flattered
by the genuine welcome we received from
UIC students and staff.” This was Johnson’s
first trip to Asia and he would “return in
a minute” — though next time he would
definitely bypass the chicken feet he ate at
one luncheon.
UIC is an international, English-speaking college of 4,000 students, which offers
13 academic programs within a liberal arts
curriculum. It seeks to be a model for Chi-

nese higher education that will develop leaders with international perspectives. Zhuhai
has a long tradition as a pioneer in higher
education and was home to the first Chinese
graduate from a U.S. institution in 1854.
2008-09 marks the fourth academic year
for UIC and the third year of working with
member schools of the Minnesota Private
College Council (MPCC) to advance a
mutual interest in cross-cultural conversation about liberal arts learning. Delegation
members discussed expansion opportunities
with UIC faculty and staff and two presidents delivered addresses to members of
the UIC campus — continuing a tradition
of exploring important dimensions of a
liberal arts education. In her address, Pam
Jolicoeur, president of Concordia College,
commended Professor Edmund Kwok, executive vice president at UIC, for recognizing that in this highly competitive era, “...the
fundamental aims of a liberal arts education
are precisely what is called for.”
The partnership is providing a variety of
exchange opportunities for UIC and the six
participating MPCC schools. Eric Dugdale,
an associate professor of Classics from
Gustavus Adolphus College, hosted some
faculty workshops at UIC last spring. “I was
impressed by the level of dedication and
the pedagogical ingenuity that the faculty
showed in trying to help their students deal
with the challenge of studying in a foreign
language,” he said. But it was the relation-
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ships Dugdale formed with people at UIC
that had the most impact. “It was over plates
of steaming Cantonese food that we got to
know more about the college and about
Chinese culture and to hear stories about the
rapidly changing environment,” he said.
This year 12 UIC students are studying
at MPCC schools — including two that
Dugdale got to know last May — and four
MPCC students are studying at UIC. Recent
MPCC graduates are serving as teaching
assistants or teaching staff and several
MPCC faculty are teaching and doing institutional development projects at UIC as
well. Augsburg College health and physical
education associate professor Joyce Pfaff,
for example, is teaching there this semester.
As she writes in her blog, “for the most part
I find my students at UIC very similar to
my students at Augsburg...the students in
my two fitness classes are finally beginning
to open up a bit and all of us are enjoying
the classes more.” Pfaff notes that although
most of the students at UIC have had training in various sport activities, “they have
little knowledge on what it means to be a
physically fit person.”
Upcoming faculty exchanges include a
Hamline University professor who will be
in residence in the spring to help establish
a cultural village residence program for
UIC students. Other MPCC faculty have
expressed interest in coming to UIC to teach
as part of their sabbatical plans, according
to Patrick Quade, Chief of International
Development at UIC and MPCC liaison
[he has worked at both St. Olaf College
and Gustavus]. Some of Quade’s UIC colleagues will join the groups of UIC students
coming to Minnesota this summer. “These
colleagues will be drawn from academic and
administrative departments, giving them an
opportunity to experience firsthand the U.S.
system of education and, of course, the quality of MPCC schools,” Quade said.
While at UIC in November, the MPCC
delegation spent some of its time planning
future exchanges. Heidi Manning, an as-

Associate Professor Heidi Manning and
Professor Kwok
sociate professor of physics and director of
the honors program at Concordia College, is
planning to implement an honors semester
at UIC. “Our honors students always travel
abroad for a semester (usually to Crete),
but going to Europe is too similar to our
culture,” she said. “China is completely
different than the U.S. and what happens
there really influences us.” Manning was
impressed with how willing and interested
UIC was to work with MPCC colleagues.
“Their attitude was, ‘what can we do to
make this happen?’” (See related story in the
Concordian www.theconcordian.org)
Concordia nursing and religion students
will visit UIC next May as part of a study
seminar in spirituality and health. And as
student interest in exchange opportunities
grows, most of the participating MPCC
schools will continue to offer summer
programs.
“These exchanges are only the beginning what promises be a remarkable relationship of reciprocal communication and
mutual benefit,” according to Per Anderson
from Concordia, who is the current convener
of the MPCC efforts. Find out more about
UIC (www.uic.edu.hk) and contact David B.
Laird, Jr., at MPCC (blaird@mnprivatecolleges.org) or e-mail Per Anderson (anderson@cord.edu) to pursue involvement in
the consortium. 
This article is from the December 2008
issue of NEWS. http://www.mnprivatecolleges.org/publications/newsletter/index.
php

Student from Hunan Province
brings love of singing to
University of Minnesota

Yuxin Zhang
Zhang YuXin loves singing and is very
good at it. [In December], her talent shone
through even thousands of miles away from
home.
A native of Hunan Province--Mao Zedong’s home province--Zhang is a freshman
at the University of Minnesota-Twin Cities.
On Dec. 5, she won a singing contest at the
U of M Friendship Association of Chinese
Students and Scholars (FACSS) 24th anniversary party at Coffman Union.
Zhang has been singing since she was

little and loves to be on a stage, being the
center of attention and performing in front
of an audience.
“I never learned singing but I really
like singing,” she said. “When I was very
young I entered a lot of singing contests. I
really like the feeling when I am standing
on the stage.”
Last year, Zhang recorded some songs
on her home computer and sent them to
a talent agency in China. The agency felt
she is very talented but suggested she go
to Beijing for more professional training.
Zhang pondered that option, but when the
chance to come to the United States to study
materialized, Zhang decided to attend the
University of Minnesota this fall. She is
undecided about her major but is interested
in public relations.
“I think the school is good and the
people are very friendly,” Zhang said of U
of M. “But I hate the weather here. It’s very
cold. Yes, my teacher noticed me that before
I came here, but the school took me and I
took this school so I came here.”
Zhang entered the FACSS singing contest at the urging of friends. An audition was
held in November and Zhang was one of
Student continues on Page 5
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U of M geology researchers uncover surprising effects of
climate patterns in ancient China
University of Minnesota geology and
geophysics researchers, along with their
colleagues from China, have uncovered
surprising effects of climate patterns on
social upheaval and the fall of dynasties in
ancient China.
Their research identifies a natural phenomenon that may have been the last straw
for some Chinese dynasties: a weakening of
the summer Asian Monsoons. Such weakening accompanied the fall of three dynasties
and now could be lessening precipitation in
northern China.
The study, led by researchers from
the University of Minnesota and Lanzhou
University in China, appears in the Nov. 7
issue of Science.
The work rests on climate records
preserved in the layers of stone in a 118millimeter-long stalagmite found in Wanxiang Cave in Gansu Province, China. By
measuring amounts of the elements uranium
and thorium throughout the stalagmite, the
researchers could tell the date each layer was
formed. And by analyzing the “signatures”
of two forms of oxygen in the stalagmite,
they could match amounts of rainfall -- a
measure of summer monsoon strength -- to
those dates.
The stalagmite was formed over 1,810
years; stone at its base dates from A.D.
190, and stone at its tip was laid down in
A.D. 2003, the year the stalagmite was
collected.
“It is not intuitive that a record of surface
weather would be preserved in underground
cave deposits. This research nicely illus-

trates the promise of paleoclimate science
to look beyond the obvious and see new
possibilities,” said David Verardo, director
of the U.S. National Science Foundation’s
Paleoclimatology Program, which funded
the research.
“Summer monsoon winds originate in
the Indian Ocean and sweep into China,”
said Hai Cheng, corresponding author of
the paper and a research scientist at the
University of Minnesota. “When the summer monsoon is stronger, it pushes farther
northwest into China.”
These moisture-laden winds bring rain
necessary for cultivating rice. But when
the monsoon is weak, the rains stall farther
south and east, depriving northern and western parts of China of summer rains. A lack
of rainfall could have contributed to social
upheaval and the fall of dynasties.
The researchers discovered that periods
of weak summer monsoons coincided with
the last years of the Tang, Yuan, and Ming
dynasties, which are known to have been
times of popular unrest. Conversely, the
research group found that a strong summer
monsoon prevailed during one of China’s
“golden ages,” the Northern Song Dynasty.
The ample summer monsoon rains may
have contributed to the rapid expansion
of rice cultivation from southern China to
the midsection of the country. During the
Northern Song Dynasty, rice first became
China’s main staple crop, and China’s
population doubled.
“The waxing and waning of summer
monsoon rains are just one piece of the

puzzle of changing climate and culture
around the world,” said Larry Edwards, Distinguished McKnight University Professor
in Geology and Geophysics and a co-author
on the paper. For example, the study showed
that the dry period at the end of the Tang
Dynasty coincided with a previously identified drought halfway around the world, in
Meso-America, which has been linked to
the fall of the Mayan civilization.
The study also showed that the ample
summer rains of the Northern Song Dynasty
coincided with the beginning of the wellknown Medieval Warm Period in Europe
and Greenland. During this time -- the late
10th century--Vikings colonized southern
Greenland. Centuries later, a series of weak
monsoons prevailed as Europe and Greenland shivered through what geologists call
the Little Ice Age. In the 14th and early 15th
centuries, as the cold of the Little Ice Age
settled into Greenland, the Vikings disappeared from there. At the same time, on the
other side of the world, the weak monsoons
of the 14th century coincided with the end
of the Yuan Dynasty.
A second major finding concerns the
relationship between temperature and the
strength of the monsoons. For most of the
last 1,810 years, as average temperatures
rose, so, too, did the strength of the summer monsoon. That relationship flipped,
however, around 1960, a sign that the late
20th century weakening of the monsoon and
drying in northwestern China was caused by
human activity.
If carbon dioxide is the culprit, as some

have proposed, the drying trend may well
continue in Inner Mongolia, northern China
and neighboring areas on the fringes of
the monsoon’s reach, as society is likely
to continue adding carbon dioxide to the
atmosphere for the foreseeable future. If,
however, the culprit is man-made soot, as
others have proposed, the trend could be
reversed, the researchers said, by reduction
of soot emissions.
The study was supported by the National
Science Foundations of the United States
and China and the Gary Comer Science and
Education Foundation. 
Source: University of Minnesota News
Service
Student from Page 4
six finalists to perform on Dec. 5. She sang
a popular Chinese song, “As it Turns Out,
You Don’t Want Anything” [at] the audition.
For the final, she sang Hilary Dufff’s hit,
“Someone’s Watching Over Me.”
”My friends said I would win but I was
not sure,” recalled Zhang, who was also the
MC for the event.
Zhang knew she nailed the song but she
did not know how the judges would respond
to her singing an English song. But when the
announcement was made, Zhang emerged
the winner.
”It was a lot of fun,” Zhang said.
Zhang loves singing and will continue to
sing while she pursues her education at the
U of M. She has recorded about 12 of her
songs on her IPHONE and is open to sing at
local events if her schedule allows.
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OCA and AAST at the University of
Maryland present
A Portrait of Chinese Americans
2. Sub-ethnic groups:

* Chinese Americans hail from different
countries of origin. Three in five (59.5%)
come from mainland China; one in six from
Taiwan (15.9%); one in six are members of
the Chinese Diaspora (15.3%); and, one in
ten from Hong Kong (9.4%).

3. Foreign-born/U.S.-born, place of
birth, and generations

The OCA and the University of Maryland Asian American Studies Program
(AAST) released a groundbreaking study,
A Portrait of Chinese Americans. To date,
this is the most comprehensive national
study on Chinese Americans. Following is
the summary of the top fifteen key findings
of the study.
A Portrait of Chinese Americans
Executive Summary
Top Fifteen Key Findings
Chinese Americans have been in the
United States for over 150 years. As the oldest and largest Asian American community,
it has grown rapidly in size and influence
and is comprised of various sub-ethnicities,
languages, immigration histories, and generations. A Portrait of Chinese Americans
describes the Chinese American population
by providing a textured and nuanced description of their diversity of experiences,
patterns of concentration, wide and bimodal
range of socioeconomic conditions, and
their relatively modest income returns for
their educational and occupational achievements.
The findings conducted by the Asian
American Studies Program, University
of Maryland, research team are presented
below:

1. Population:

* In 2006, Chinese Americans numbered
at 3,497,484, constituting 1.2 percent of
the entire U.S. population. Furthermore,
Chinese Americans accounted for one in
four Asian Americans (24.3%), making
them the largest ethnic group among Asian
Americans.

* Once married, Chinese Americans tend
to stay married. Compared to the general
population, which has a 10.5 percent divorce
rate, Chinese Americans have a divorce rate
of 4.4 percent. Chinese American women
divorce at slightly higher rates (5.3%) than
Chinese American men (3.3%).

7. Education:
* Seven in ten (70.6%) Chinese
Americans are foreign-born.
* 88.3 percent of U.S.-born Chinese
Americans were born in 15 states. 53.8
percent were born in the states of California
and New York.
* 85 percent of all foreign-born Chinese
Americans originated from China, Taiwan
and Hong Kong. Nearly all (97%) foreignborn Chinese immigrants come from 15
countries.
* The Chinese American community
is roughly evenly divided between the less
acculturated first generation (54.2%) on
one hand, and the more linguistically and
socially acculturated 1.5 generation and the
“second generation and beyond” (45.8%).

4. Residential patterns:

* More than half of all Chinese Americans reside in the two states of California
and New York (53.8%). Sixty percent of all
Chinese Americans live in the five metropolitan regional urban areas.
* In the past 20 years, Chinese Americans have settled increasingly away from
traditional ethnic enclaves characterized as
Chinatowns. Many more affluent Chinese
Americans now reside in suburban communities commonly known as ethnoburbs
or mixed Asiatowns.

5. Age:

* The Chinese American population
(single-ethnic Chinese) increased 28.5
percent during the period between 2000
and 2006.

* Chinese Americans exhibit a marked
bimodal distribution in their level of education. On one hand, Chinese Americans ages
25 and older have twice as many college
degree holders (51.7%) as the general population (27%). On the other hand, Chinese
Americans also have more people who earn
less than a high school degree (18.5%) than
the general population (15.9%).
* Chinese American men and women
each have higher levels of education than
men and women in the general population,
respectively. However, they do not have
the highest levels of educations among
Asian Americans. Compared to each other,
Chinese American men have garnered more
college degrees or higher (55.2%) than Chinese American women (48.5%).

* First generation Chinese Americans
(47 years – median age) are considerably
older than 1.5 generation (26 years) and the
“second generation and beyond” (16 years
– median age) Chinese Americans. Further,
they are more senior than the general population (36 years - median age).

6. Marital status:

* The proportion of Chinese Americans
(61.3%) who are married is higher than that
among Asian Americans (54%) and the
general population (50.4%).

Thereafter, 1.5 generation and “second
generation and beyond” Chinese Americans
have higher proportions who have attained
college degrees and fewer among those who
do not earn a high school degree.

8. Occupation:

* At broad occupational category levels,
slightly over a third of the general population work in management, professional,
and related occupations while more than
half (53.4%) of Chinese Americans find
work in managerial and professional occupations. At more detailed job levels, some
Chinese American men and women cluster
within white-collar professional jobs such
as computer software developers, managers
and administrators, and accountants and
auditors. On the other hand, others are concentrated in blue-collar working class jobs
such as cooks, waiters/waitresses, cashiers,
and textile sewing machine operators.
* Chinese Americans born in mainland
China have a clear bimodal distribution in
occupation split between white-collar professional and scientific jobs and blue-collar
working class jobs. Since Chinese Americans born in Taiwan tend to be more highly
educated, their occupational positions lean
toward professional and/or managerial positions. Chinese Americans born in Hong
Kong and the Chinese Diaspora have occupations distributions that fall somewhere
between those of mainland-born Chinese
Americans and Taiwan-born Chinese
Americans.

9. Industry and sector of employment:

* Chinese Americans differ in their
educational achievement based upon their
country of origin. Chinese Americans from
Taiwan and Hong Kong are mostly college
educated, at 68.9 percent and 53.7 percent,
respectively. Chinese Americans from
mainland China and the Chinese Diaspora
exhibit both high and very low levels of
education.
* Chinese Americans also vary in their
level of education according to their generation in the United States. First generation
Chinese Americans are split almost equally
between people with college degrees and
higher and less than high school degree.

* Chinese Americans cluster in industries associated with healthcare, food
services, manufacturing, and professional/
scientific fields.
* The vast majority (80.4%) of Chinese
Americans work in the private sector rather
than in the government sector (13.2%).
* Few Chinese Americans are selfemployed proprietors (6.1%). Chinese
Americans in the “second generation and
beyond” are even less likely to be selfemployed (4.2%).

10. Income and poverty:

* At the national level, the median
household income, per capita income, and
OCA continues on Page 7
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Asian American Studies Program,
University of Maryland

OCA from Page 6

the mean wage and salary earnings of Chinese Americans are higher than that of the
general population.
* Although Chinese Americans have
average wage and salary incomes that are
higher than the general population, Chinese Americans consistently make lower
incomes than non-Hispanic Whites in every
educational grade category, i.e., less than
high school graduate, high school degree,
some college, bachelors, masters.
* Chinese American men earn $5,000 to
$15,000 less in salaries than non-Hispanic
Whites for the same educational levels.
Chinese American women earn slightly
less than non-Hispanic White women for
those with less than high school or with a
high school degree. In contrast, Chinese
American women with higher than a high
school degree earn substantially more than
non-Hispanic White women.
* Contrary to popular perception,
Chinese Americans do not earn increasing
incomes with each successive generation.
The 1.5 generation receives the highest
returns on their educational levels of any
generation.
* Chinese American professionals earn
occupational incomes that differ from nonHispanic Whites. As managers, financial
analysts/accountants, computer and math
professionals, and engineers, Chinese
Americans make slightly more income than
non-Hispanic White employees do. However, as lawyers and as physicians/dentists/
pharmacists, they make substantially less.
* In light of the fact that household income and earnings are higher for Chinese
Americans relative to the general population, the proportion of Chinese Americans in
poverty is still sizeable (9.4%) and considerably higher than that of the non-Hispanic
White population (8.2%). Further, the nature
of poverty among Chinese Americans is different from the general population in that it
affects the elderly more than minors and is
twice as high for Chinese American married couple families than married couples
in the general population. Poverty also is
significantly higher for Chinese Americans
than non-Hispanic Whites in nearly every
single level of education.

11. Language:

* Chinese Americans are overwhelmingly bilingual. 83.4 percent speak more
than one language at home. By contrast,
80.3 percent of the general population
speaks only English while 19.7 percent are
bilingual.
* 80 percent of Chinese Americans ages
5 and older predominantly speak a Chinese
language at home that includes Cantonese,
Mandarin, or Taiwanese.
* Only a third (34.1%) of first generation
Chinese Americans speak English “very
well.”
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12. Citzenship and naturalization

* Nearly three quarters of Chinese Americans (70.2%) are U.S. citizens.
* Chinese Americans exhibit high rates
of naturalization (58.8%) and rank third
for the proportion naturalized among Asian
Americans.

13. Family reunification:

* Whereas in 2006, 63.4 percent of
immigrants from all countries overseas
relied on family reunification-preferences,
Chinese immigrants from Macau (93.5%),
Hong Kong (88.7%), Taiwan (77.8%) and
China (57.6%) largely depended on family
reunification preferences at even higher
rates.

14. Intermarriage:

* Rates of intermarriage among Chinese
Americans increase with generation, but
differ between men and women. Chinese
American men tend to marry more intraethnically with other Chinese Americans
than Chinese American women. Chinese
American women are more likely to marry
interracially with the White population than
Chinese American men. For both Chinese
men and women, interethnic (among Asian
groups, or pan-Asian) marriages are on the
rise.

15. Single ethnic/mulitethnicity/
multiIraciality:

* Single-ethnic Chinese Americans
account for close to nine in ten (89.4%)
Chinese Americans.
* One in ten (10.6%) Chinese Americans
are multiethnic and/or multiracial. The most
common grouping of multiethnic and/or
multiracial combinations among Chinese
are pan-Asian. They account for 6.2 percent
of all Chinese Americans. The second most
common combination is White and Chinese
(4.3%).

OCA

OCA, a national Asian Pacific American
social justice organization dedicated to advancing the social, political, and economic
well-being of Asian Pacific Americans in
the United States. Founded in 1973 as the
Organization of Chinese Americans, OCA
is engaged in organizing its over 80 chapters and college affiliates across the nation
to develop both leadership and community
involvement. OCA’s base in Washington,
D.C. gives the national office an effective
vantage point for monitoring legislation
and policy issues affecting Asian Pacific
Americans. To fulfill its mission, OCA has
established the following goals to advocate
for social justice, equal opportunity, and
fair treatment; to promote civic participation, education, and leadership; to advance
coalitions and community building; and to
foster cultural heritage.

The Asian American Studies Program
(AAST), University of Maryland, provides
students with the opportunity to study critically the experiences of Asian Americans
since 1990. Through an interdisciplinary
approach, students examine the histories,
communities, and cultures of Asian Americans as both distinctive from and connected
to the broader themes of diversity, ethnicity,
race, gender, and migration in the Americas. Specifically, AAST studies persons
who have immigrant and ancestral ties to
any region of Asia and the Pacific. Though
there is no single Asian American identity,
community, or experience, AAST believes
that Asian American Studies provides a
special opportunity for inquiry based on
collaboration across fields and disciplines
of academic study. A particular emphasis
of AAST is to teach about and to conduct

research on underserved, neglected, and
disadvantaged segments of Asian American
communities.
A Portrait of Chinese Americans is
available on the Asian American Studies
Program, University of Maryland Web site
(www.aast.umd.edu) and may be downloaded free of charge. A concise summary
of key findings from A Portrait of Chinese
Americans is available in a sister publication entitled A Snapshot of Chinese Americans which is also available for download
free of charge. Individuals and organizations interested in purchasing A Portrait of
Chinese Americans may buy the publication for $20.00 plus $5.00 for shipping
and handling by contacting OCA at 1322
18th Street, NW, Washington, DC 20036;
Tel: 202.223.5500; Fax: 202.296.0540; Email: oca@ocanational.org; Web site: www.
ocanational.org. 
All photos are from full report.

BOOKS
Gunga Din Highway
by Frank Chin

Synopsis

Nothing - not even Lassie - is held sacred when
Frank Chin starts off by
tilting at Hollywood’s windmills and then moves on
to topple many of today’s
other sacred cows. Rich
with wicked humor and
biting honesty, Gunga Din Highway is a
freewheeling saga of two generations of the
Kwan family: Longman, The Chinaman
Who Dies in countless cinema epics, and

his son Ulysses, who despises his father’s
dream of someday playing Charlie Chan.
Joined by a broad assortment of complex
and often hilarious characters, their story
spans a lifetime - full of sixties protests,
Chinese mythology, enduring friendships,
bittersweet family conflict, the strains of
flamenco guitar, and cameo appearances
by Hollywood greats ranging from John
Wayne to Annette Funicello. Gunga Din
Highway is an impassioned and entertaining American tale, revealing big truths in a
compelling, one-of-a-kind read.

M Butterfly

by David Henry Hwang
Synopsis

Based on a true story
that stunned the world,
M. Butterfly opens in the
cramped prison cell where
diplomat Rene Gallimard
is being held captive by the
French government - and
by his own illusions. In the
darkness of his cell he recalls a time when
desire seemed to give him wings. A time
when Song Liling, the beautiful Chinese
diva, touched him with a love as vivid, as
seductive - and as elusive - as a butterfly.
How could he have known, then, that
his ideal woman was, in fact, a spy for the
Chinese government - and a man disguised
as a woman? In a series of flashbacks, the
diplomat relives the twenty-year affair from

the temptation to the seduction, from its
consummation to the scandal that ultimately
consumed them both. But in the end, there
remains only one truth: Whether or not
Gallimard’s passion was a flight of fancy,
it sparked the most vigorous emotions of
his life.
Only in real life could love become so
unreal. And only in such a dramatic tour de
force do we learn how a fantasy can become
a man’s mistress - as well as his jailer. M.
Butterfly is one of the most compelling,
explosive, and slyly humorous dramas ever
to light the Broadway stage, a work of unrivaled brilliance, illuminating the conflict
between men and women, the differences
between East and West, racial stereotypes
- and the shadows we cast around our most
cherished illusions.

Woman Warrior: Memoirs of a Girlhood
Among Ghosts
by Maxine Hong Kingston
Synopsis

A Chinese American woman tells of the Chinese myths, family stories
and events of her California childhood that have shaped her identity.

All synopses from Barnesandnoble.com

chinese new year
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2009 Chinese New Year

China Center
New Year event

T

Place: North Star Ballroom, St. Paul Student Center, University of Minnesota
(2017 Buford Ave, St. Paul, MN 55108)
Time:

www.chinainsight.info

he China Center will celebrate its 30 year anniversary in 2009. The kick-off
to the year-long celebration
is a new year event on Saturday, Jan. 24.
It will start with the annual Bob and Kim
Griffin Building U.S.-China Bridges
Lecture “China Road: A Journey into the
Future of a Rising Power” presented by

Rob Gifford, former Beijing correspondent for National Public Radio. At the
conclusion of the lecture, there will be a
reception with Chinese food catered by
Tea House. The lecture starts at 4 p.m. at
Ted Mann Concert Hall at the University
of Minnesota. The entire event is free and
open to the public. More information at
www.chinacenter.umn.edu 

3–7 p.m. Sunday February 1, 2009

2:30 p.m.
3 p.m.		
			
			
5 p.m. 		
			

Admission
Performances: Lion dance, Chinese dances, Chinese mu
sic, talent shows, martial arts, magician, balloon show,
and more!!
Lucky Money for children, Door Prizes (~US$2000 total)
Food Bazaar: Delicious food of your choice.

Tickets: Adult: 			
Student/Senior: 		
Child (5-12 years old):
Raffle Ticket:
		
		
		
		

Confucius Institute
New Year event

US$12 (in advance, or $15 at door)
US$10 (in advance, or $12 at door)
US$8 (in advance, or $10 at door)
US$2/each (in advance, or at door)

* Free admission for children under 5 years old.
* All tickets include food coupons equivalent to US$6 in 		
value.
* A total of US$2000 worth of door prizes!

Advanced tickets are available, before 1/26/09, at the Twin Cities Chinese Language
School on Saturdays, or from ticket-sales volunteers. For further ticket information,
please e-mail bdsu2@mmm.com, or call 651-733-9827.
Sponsors:
MN Chinese Cultural Services Center, Chinese American Academic & Professional
Association in MN, MN Chinese Student Association, MN Chinese Veterans Association
Cosponsors:
3M Company, China Center of U. of MN, Merrill Lynch

US–China Peoples Friendship Association
Minnesota Chapter
invites you to celebrate the

O

n Jan. 29, the Confucius
Institute at the University
of Minnesota will present
the Renmin University Affiliated High School Dance Troupe. These
high school students are wonderful dancers
with beautiful costumes and choreography.
They will perform a program of both tra-

ditional and modern Chinese dances. The
performance will start at 7 p.m. at Ted Mann
Concert Hall at the University of Minnesota.
Tickets are US$12 each, general admission.
For more information see www.confucius.
umn.edu. To purchase tickets, contact the
Confucius Institute at confucius@umn.edu
or 612-625-5080.

YEAR OF THE OX

4707 CHINESE NEW YEAR 2009
Entertainment by students from
Ren Da Fu Zhong
Sunday, February 8, 2009
5:30 p.m. Gathering

6 p.m. Banquet 7p.m. Program

Peking Garden Restaurant
1488 University Ave W
St Paul, MN 55104
651-644-0888
Pot stickers, seafood tofu soup, crispy chicken, shrimp & peas, Hong shao tofu, pork
chop Peking style, Szechuan walleye fillet, beef tenderloin with Chinese broccoli, baby
bok choy and Chinese black mushrooms, green beans, dessert
US$25 members, US$30 non-members, US$13 children under 12
Add US$5 for reservations received after February 2
Sponsor a table of 10 for US$300
RSVP: Send guest names and check payable to USCPFA-MN
C/o Wen Li, 10119 Portland Ave South, Bloomington 55420
For questions: wenli2@deloitte.com or 612-692-7068

FACSS New Year

T

he Friendship Association of Chinese Students and Scholars
at the University of Minnesota will hold its Chinese New Year
celebration on Jan. 30 at the St. Paul Student Center on the
University campus.
For more information, contact FACSS at facss@umn.edu. 

www.chinainsight.info

chinese new year
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Shoes from Page 1

Selling Shoes in China according to Red Wing Shoes

CPU Storefront
the innovation and know-how that helped
produce such a popular line of work boots
across all types of shoe lines. The company
introduced such products as steel-toed athletic shoes, lighter and softer work shoes,
work boots with soles resistant to acid and
barnyard materials and a wide-array of shoes
for women. The lines became increasingly
focused, offering shoes for workers and others with very specific needs, from skyscraper beam walking and oil tanker working to
motorcycle riding and hunting. All lifestyles
were considered and catered to.
Red Wing boots have earned a cult status
in Japan and Asia when Red Wing boots
were featured in mega-hit TV series worn by
superstars like Takuya Kimura and Takako

Matsu.
During the unstable economy
of the early 21st
century, Red Wing
was forced to adapt
once again. In the
year 2000, record
profits were met
with an increasing
rise of competitors in the industry, forcing Red
Wing to expand
into new areas and
price points. The
popular WORX
brand, created in
1998, was expanded, producing lower-priced footwear for all
walks of life, from restaurant employees to
hospital personnel. Red Wing also paired
with Carhartt, a popular brand of work
apparel to produce a line of mid-priced
Carhartt footwear. A line of ‘lifestyle’ shoes
offers tough, comfortable shoes for the business environment.
So how does a U.S. company with over
100 years of manufacturing experience
and 1 of only a handful of companies still
manufacturing shoes in the United States,
approach selling shoes in China?
According to Tang, you have to understand the power of your brand and what it

means to your target consumer. The Red
Wing Shoe Lifestyle brand was extensively
researched by an agency retained by Red
Wing Shoes that determined it is a brand
that is desired by a particular group in China
that appreciates certain qualities found only
in the Lifestyle brand. Furthermore the
brand represents Americana and its Midwest
characteristics of individuality, success, opportunity and hard working reputation.
In addition to understanding the power
of the brand, it is also critical that the proper
distribution/funnel approach is developed.
Influential world lifestyle cities need to
be identified which in the Pacific Rim are
Tokyo, Hong Kong, Beijing, Shanghai
and Sydney. Next, within these cities, the
influential shopping and retailers need to
be determined. Red Wing Shoes identified
retailers AREA 0264 and CPU as stores
where their consumers shop.
The next step to selling shoes in China,
according to Tang, was to select a strong
distribution partner. A distributor in Hong
Kong agreed to a joint venture set up in
China and was selected because he understood the Red Wing Lifestyle brand and is
passionate in his approach, is well connected
in China and willing to invest.
As for marketing in China, Red Wing
Shoes focused on local celebrities and artist sponsorships. Ads were placed in very
specific status-type magazines and in-store
education and awareness was conducted

with retailers who fit the brand image.
Tang goes on further to comment that although Japan exerts more influence, a strong
Hong Kong distributor and its consumers
can have local influence in China since
Chinese consumers shop in Hong Kong for
authenticity of product and price. He also
noted that it is helpful to take advantage
of any “guanxi” (personal and business
connections) within China to promote your
brand.
In spite of the deteriorating economic
conditions worldwide, China has enjoyed
unprecedented emerging wealth and its
people are learning to be status conscious
and seeks goods that let them express themselves. They seek authentic products and
will shop for same at premium shopping
malls and department stores so that they
won’t be buying counterfeits.
At the conclusion of his presentation,
Tang held an extensive Question and Answer session. 
The next UCBC breakfast meeting will
be Wed., Jan. 7, 2009, from 7:30-9 a.m. The
topic is “How the Chinese Customer is different than the U.S. Customer” and will be
presented by Xiang Yin, Cargill. To make a
reservation, e-mail usbcevent@gmail.com
or call Jim Smith at 612-865-6543 The cost
is US$20 per person (UCBC members and
students are free).

Gung Hay Fat Choy
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opportunities
While ZTE is gradually opening the

ZTE is expanding
to the U.S. market
Despite the troubled economy world-

wide, ZTE Corporation (hereinafter, “ZTE”
or the “Corporation”) finds opportunities
and is actively acting on expanding to the
U.S. market.

covering terminals such as cellular phones,
PC cards, and modems. It was generally
accepted that ZTE’s activities demonstrated
that ZTE had squeezed opened the door to
the U.S. high tech market. Sun pointed out
that the U.S. market is completely controlled
by operators, and that various testing is very
strict, which could cause many challenges to
producers. However, ZTE’s strong ability of
research and development and its feature of
meeting requirements by the operators fit for
the U.S. market. Thus, ZTE spent much less
time on opening the door to the U.S. market
compared to Nokia (ten years).

The layout of network devices sped up

Up until the present, the sales volume
of ZTE’s cellular phones has exceeded 50
million dollars. The growing rate of this
year is expected to exceed more than 100%.
Sun Zhenge, CEO of ZTE USA indicated
that ZTE had achieved its periodical goal
in expanding to the American market, and
that the Corporation is expecting to conclude
several contracts relating to terminals and
network devices.

Sales increased in the U.S.

ZTE first launched its cellular phones
in the U.S. market in 2007. This year, the
Corporation’s terminal product “WiMAX”
officially entered the U.S. market. A few
types of terminals WiMAX 16e by ZTE
were launched in the U.S. in mid-October,

At present, the network CDMA EV-DO
built up by ZTE covers the sky all over the
U.S., which is the first communications
network that covers the air from the ground
via CDMA. Besides this breakthrough on
aeronautical communication, ZTE has sped
up on the layout on two major networks,
CDMA and WiMAX. It was divulged that
ZTE had completed all the network testing
with UICC, America’s major operator, and
signed a framework contract on providing CDMA network devices of semi 3G.
ZTE also became a core strategic partner
of Sprint, America’s major operator of
WiMAX network.

Financial crisis
may bring about
more

door to the U.S. market, a worldwide financial crisis emerged. On the industrial
perspective, Sun said, financial crisis may
bring about more opportunities. He analyzed
that the financial crisis had more influence
on traditional industries than telecommunication industry. In the short run, people tend
to desire acquisition of faster information,
which may bring up the need of telecommunication.
Source: NAROS/www.sztqb.sznews.com

UPS looks for
acquisitions
chances in China
According to the reports, UPS, the

top global logistics firm is searching for
acquisitions chances in China and preparing
to boost staff there in coming years. Along
with its rival FedEx Corp., UPS is facing
the falling earnings because the rising fuel
costs and a weak economy.
Aiming to develop other larger market
outside U.S., UPS will open two US$180
million transport hubs in China and quadruple its staffing there in the next few
years, hoping to meet the growing demand
for delivery services in a relatively untapped
market.
“UPS had doubled its headcount in
China over the past 18 months to around
5,300, but the number will increase by at
least 1,000 annually over the next 3 to 4
years as expected,” said Brutto, the president
of the company’s international business.
“It’s now looking for acquisitions within

www.chinainsight.info

the world’s fourth largest economy, despite
fears that Chinese growth will taper off over
2008 and 2009,” Brutto added.
Source: NAROS/paper.sznews.com

ZOW is Coming to
Shenzhen
According to a report, ZOW supplier

fair for the furniture and interior design industry will be held between 19 and 22 March
2009 in the Shenzhen Convention & Exhibition Centre. This is the first time that ZOW
will come to Shenzhen. Business men can
discuss innovative product ideas and take
the opportunity to make excellent business
contacts in a relaxed atmosphere.
ZOW is taking place at the same time
as the Shenzhen International Furniture
Exhibition (SIFE), held every March and
organized by Shenzhen Furniture Trade
Association (SZFA). To the decision-makers
in the furniture industry, SIFE is a good
platform of learning from each other and
showing capability.
Shenzhen is situated in the south of
Guangdong province, which is the centre
of the furniture industry in southern China
and with its economic growth. It offers
promising sales prospects for international
furniture suppliers.
At ZOW, visitors can expect to see the
full range of products from the furniture supplier industry all in one place: surfaces and
fittings, recess and lighting systems, panels
and profiles, built-in and semi-finished parts,
adhesives and glues, and much more.
Source: NAROS/Madera.fordaq.com

economy
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World Bank: China Quarterly Update
Overview

The impact of the international financial
and economic turmoil on China’s economy
has been manageable so far, but is expected
to intensify. China’s financial system is
relatively insulated from the direct impact
of the international financial distress. In
the real economy, overall export growth
has[,] until recently[,] remained robust due
to strong demand from emerging markets
and gains in global market share reflecting
strong competitiveness, although with pronounced differences in export performance
between sectors. However, looking forward,
the impact of the crisis is spreading globally,
with risk aversion and deleveraging leading
to a funding squeeze that affects demand in
many countries, including many emerging
markets. Thus, as in earlier global downturns, China’s export growth is likely to be
low in 2009, even with expected continued
market share gains.
Domestic factors have already made
China’s economy slow down in 2008, coming off its high pace in 2007. Due in part to
an earlier tightening in macroeconomic policies, investment growth declined in 2008,
led by real estate and construction, which
then fed through to several “upstream” industries. Most other segments of the domestic economy, notably consumption, seem to
have held up reasonably well so far. Looking
ahead, private sector investment is likely
to be weighed down by the unfavorable
external prospects and continued weakness
in real estate. Private consumption growth
is likely to soften in 2009, but will receive
some support from fiscal policy. In the mean
time, inflation is coming down steadily.
After absorbing higher food prices, headline
inflation has receded and, with sharply lower
raw commodity prices, inflation is not an
issue of concern at this point.
Against this background, the authorities
have adopted a more expansionary macro
economic stance, and higher governmentinfluenced spending is going to play a key
role in 2009. Since the summer of 2008,
the authorities have taken several steps to
support growth, culminating in November
with a ten point plan to stimulate domestic
demand and growth. The emphasis will be
on accelerating and increasing infrastructure
and other investment, although of a different nature than in the wake of the Asian
crisis, with many projects focusing on broad
long term development and improving
living standards. Most of the ten elements
mean higher direct government-influenced
spending—in the form of investment or
consumption— and should thus have a
measurable impact on output in the short
term. Our forecast for 2009, which sees
GDP growth of around 7.5 percent based
on current projections of global economic
trends, has more than half of that coming
from government-influenced spending.
The stimulus policies provide China
with a good opportunity to rebalance its
economy in line with the objectives of the
11th five-year plan. The stimulus package contains many elements that support
China’s overall long term development and
improve people’s living standards. Some of
the stimulus measures give some support
to the rebalancing of the pattern of growth
from investment, exports, and industry to
consumption and services. The government
can use the opportunity of the fiscal stimulus
package to take more rebalancing measures,
including on energy and resource pricing;
health, education, and the social safety net;
financial sector reform; and institutional

reforms.

Recent Economic Developments

China’s economy has slowed down
considerably in the first 10 months of 2008.
GDP growth declined from 12.6 percent
year on year (yoy) in the second quarter of
2007 to 9 percent (yoy) in the third quarter
of 2008, with industrial value added growth
sliding even more steeply in October to 8.2
percent (yoy), the first single digit growth
since 2001 (Figure 1, Page 15). Much of
the slowdown so far has come from weaker
domestic demand.
Over the past year, the impact of the
international financial turmoil on China’s
economy has been manageable. Since
mid-September this turmoil intensified
and evolved into a global financial crisis.
Deleveraging and rising risk aversion is
causing capital flows to many emerging
markets to slow and in some cases to reverse, which hurts currencies, interest rates,
stock markets, trade financing, and the real
economy. The direct impact of the financial
turmoil on China’s financial system has been
limited, however, because China’s banks
have modest exposure to sub-prime assets
and the authorities impose capital controls,
while the accumulation of large external
surpluses mean that the financial system
enjoys abundant liquidity and the central
bank massive foreign reserves. China’s
real economy is integrated into the world
economy via extensive trade and FDI links,
and can thus not escape the global downturn. However, so far exports have held up
relatively well, growing at 13 percent (yoy)
in real terms since mid-2008, compared to
world import growth of almost 6 percent
estimated for 2008 (Figure 2, Page 15).
This is because demand from Europe and,
particularly, emerging markets held up well
until recently, and China continues to gain
market share reflecting strong competitiveness.
Overall export developments mask
significant differences between sectors.
While the growth in exports of light manufacturing—including toys and textiles—has
declined sharply, exports of (higher value
added) machinery and equipment have continued to grow at a high pace, and exports of
electronics have also held up well (Figure 3,
Page 15). Clearly, these sectoral trends have
regional implications with, for instance, the
Pearl River Delta (Guangdong) traditionally
concentrating on light manufacturing.
The economic impact in China of the
international turmoil is set to intensify.
Export growth to the EU started to weaken
in August. Exports to emerging markets
(including non-Japan Asia)—the destination of over half of China’s exports—still
grew at 32 percent (yoy) in US$ terms in
the third quarter but these are set to weaken
too. Looking ahead, prospects are for a sharp
reduction in export growth as the impact
of the international turmoil deepens in the
[United States] and Europe and it starts to
hit demand in many emerging markets.
Recent indicators on export orders from the
purchasing managers’ index (PMI) point in
this direction.
China’s overall growth in 2008 has been
affected by slower domestic investment
growth, partly in response to tighter policies.
Monetary and other policies were tightened
since the fall of 2007 to contain inflation
and “cool off” the economy, notably the real
estate sector, with a key role for enforced
credit quotas. In real terms (deflated by CPI
inflation), M2 and credit lagged economic

activity for most of 2008 (Figure 4, Page
15). Overall real investment growth in 2008
has so far been substantially lower than in
2007 (Figure 5, Page 15). Surprisingly, investment in manufacturing, which would be
expected to be impacted by reduced export
prospects, has so far held up well.
The real estate sector—a key target of
the policy tightening—has seen a particularly pronounced slowdown. The initiative
to “cool off” the housing market included
measures that reduced demand—especially
“speculative demand”—such as tighter lending conditions for second houses with others
that reduced supply such as stricter land
supply and credit policies towards project
developers. It appears that the demand side
measures had a more rapid impact. Housing
sales growth started to decline substantially
and housing price increases moderated. The
price weakness is affecting most parts of the
country, but it seems to be more pronounced
in large cities, especially those that saw
rapid increases in recent years. Since early
2008 housing sales are falling (yoy) at an
increasing rate, probably fueled further
by expectations of housing price declines,
concerns about overall economic prospects
and China’s stock market decline (Figure
6, Page 15). As a result, new real estate
construction has started to weaken, with real
estate investment growth now close to zero
(Figure 7, Page 15).
Weakness in real estate construction has
contributed to a sharp slowdown in several
“upstream” industries. The slowdown in
steel and cement gathered pace in October
in part in response to large inventory build
ups (Figure 8, Page 15). With these heavy
industries decelerating faster than other
sectors, “physical indicators” such as of
freight volumes and electricity production
have slowed significantly more than overall
economic activity.
The impact of continued real estate
weakness on the financial sector and
households’ balance sheets is likely to be
modest. For the large banks, real estate
lending makes up about 20 percent of total
lending—significantly less than in most
OECD countries—with about two-thirds
in the form of mortgages to households
and one-third as project finance to property
developers; minimum down payments of
at least 20 percent limit the possibility for
widespread negative equity; and household
gross and net debt is low. More generally,
under reasonable scenarios for the future,
banks’ balance sheets appear strong enough
to reject the possibility of financial sector
instability in the near future.
Even so, because weakness in the real
estate sector affects local government revenues and economic growth, the government has taken some supportive measures.
As sizable local government revenues are
generated from the property market, a long
housing slump can affect local government
revenues and thus their ability to sustain or
increase spending. In addition to lowering
interest rates, the central authorities have
reduced the deed tax for small houses and
the minimum down payment for mortgages,
suspended the stamp duty and VAT on land
for individual home sales, and lowered the
floor on mortgage rates for first homes.
Many city governments have taken additional measures including a (modest) tax
refund to house buyers, price subsidies,
and issuing hukou (resident certificate) to
house buyers from other areas. These measures have rightly focused on the demand
side instead of directly supporting property

developers. However, the overall size of the
financial incentives is modest. More support
for the real estate market will come from the
housing element of the November 9 stimulus
package (see below).
Most other segments of the domestic
economy, notably consumption, seem to
have held up reasonably well so far. The
extraordinarily strong retail sales data in
2008 may not be completely representative
of overall consumption trends, but other
indicators support the conclusion that consumer spending and confidence have held up
reasonably well. Nominal retail sales growth
was 22 percent (yoy) in October, suggesting
real growth of around 17 percent (Figure
9, Page 13). Household survey indicators
suggest per capita household incomes have
continued to grow at around 10 percent
(yoy) in urban areas and 12-13 percent (yoy)
in rural areas through the third quarter (in
nominal terms). Urban consumption spending growth in the surveys seems to have
been affected by the Olympics in the third
quarter, even as rural spending growth held
up at around 10 percent in real terms through
the third quarter. Consumer confidence came
down at the end of 2007, but has not budged
much yet since. Although overall consumption spending has so far held up well, car
sales growth has weakened significantly,
possibly in part reflecting similar factors as
those affecting housing sales.
With the trade surplus soaring again,
foreign exchange accumulation continues.
While overall export growth has held up
quite well, import volume growth declined
in the third quarter due to weak processing
trade and the impact of inventory build up
in upstream industries. As a result, exports
have again outpaced imports (yoy) in US$
terms, even though the terms of trade
declined substantially from a year ago because of high raw material prices. The trade
surplus has started to grow again, breaking
new records since mid-2008 to hit US$35
billion in October. In all, domestic demand
has slowed down more than the contribution of net external trade to GDP growth
so far in 2008. Even as net non-FDI capital
inflows appear to have slowed somewhat
in the third quarter, foreign exchange accumulation continues uninterrupted, adding
US$97 billion to reach US$1.9 trillion by
end-September.
Inflationary pressure has receded. As
the large food price increases are fading
out and core inflation remains very modest,
headline CPI inflation fell to 4.0 percent
(yoy) in October (Figure 10, Page 15). In
the meantime, the pressure from higher raw
material prices is easing as prices of oil and
other raw commodities continued to decline
in international and domestic markets. The
outlook for raw commodity prices means
that, looking ahead, inflation is no longer a
concern in the near future. During the recent
episode of food and raw commodity price
related inflation, China’s flexible economy
and labor market have allowed the economy
to absorb the exogenous price shocks well
without leading to a wage price spiral. This
is encouraging, given the outstanding need
to reform several administered prices.
The effective exchange rate has strengthened considerably. In recent months, the
authorities’ policy has kept the RMB stable
against the US$ when the US$ gained
strength as demand for dollar liquidity
swept world markets (Figure 11). China’s
exchange rate policy has thus been a source
of stability in regional and global financial
Update continues on Page 12
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markets.
Despite capital controls, China’s equity
markets have been affected substantially
by the global slowdown. China’s stock
market has fallen by almost two-thirds
since October 2007, from levels considered
inflated—one of the sharpest decreases in
stock prices in the world. In addition to
general contagion and confidence effects,
this is because the global slowdown has
weakened the outlook for corporate earnings
and domestic factors including the circulation of non tradable shares have also been
at play. The ups and downs of China’s stock
market do not seem to have had significant
impact on the real economy.

Economic Prospects and Policies

Prospects
Global growth prospects are distinctly
unfavorable. In recent years, even as the
[United States] slowed down, overall world
growth held up well, in large part because of
strength in emerging markets. World GDP
growth, weighted for China (using countries’ and regions’ weights in China’s exports), is expected to ease from 4.1 percent
in 2007 to 3.0 percent in 2008 (Table in Box
1). However, with the impact of the financial crisis spreading, a significantly faster
deceleration is in sight for 2009. The crisis
has already affected European demand.
The impact is now also spreading to some
emerging markets with risk aversion and
deleveraging in financial markets leading
to a funding squeeze set to affect domestic
demand there. In all, a synchronized global
slowdown appears to be in sight, and the
World Bank (WB) expects China-weighted
global GDP growth to slow much more in
2009 than in 2008, to about 1 percent (in
market exchange rates), with a recovery in
2010. Moreover, after an expected moderation in real world import growth from 7.4
percent in 2007 to 5.8 percent in 2008, the
WB expects world imports to shrink in 2009,
for the first time since 1982.1
The experience in earlier global downturns suggests very weak export growth in
2009, even though China’s exports are likely
to outgrow world imports significantly. Box
1 describes how continued gains in global
market share have allowed China’s exports
to keep growing during previous global
downturns. In line with this experience, we
expect that China’s exports will continue to
gain overall market share in 2009, allowing
for positive export growth in a depressed
world market. However, the gain is unlikely
to be as large as in 2001, because China’s
existing market share is now much higher
and the effective exchange rate has appreciated significantly in the last half year.
China’s overall economic growth is sensitive to export developments. Gross exports
are almost 40 percent of GDP. About onehalf of exports is from processing trade, and
the share of exports in value added terms is
probably less than 20 percent.2 Nonetheless,
exports are more important in China than
in other large emerging market economies,
even as China is more robust than most to
external shocks, because of its strong macroeconomic fundamentals and large balance
of payment surpluses.

Box 1.

The 2009 global downturn and previous
ones—what can we say about China’s
exports?
During recent global downturns, China’s
export growth declined substantially, but
gains in market share contained the slowdown. China-weighted global GDP growth
(growth around the world weighted by the
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importance of countries/regions as markets
for China’s exports) expected by the WB for
2009 is even somewhat weaker than that in
1998, during the Asian crisis, and in 2001,
when the “dot.com bubble” burst. Moreover,
the WB expects overall world imports to
expand less than in 2001 and, in particular,
in 1998 (Box Table 1, Page 14). In 1998,
when China-weighted real world GDP grew
1.7 percent and real world imports rose 4.8
percent, China’s exports grew 7.1 percent
in constant prices. In 2001, China-weighted
world GDP expanded 1.4 percent and world
imports grew only 0.3 percent. However,
with a stronger, more competitive manufacturing sector and a more open economy,
China’s real exports grew an impressive
9.6 percent.
Private sector investment is likely to
be subdued. The weak export outlook for
2009 is set to depress investment in exportoriented industries, which we estimate are
responsible for about 15 percent of overall
investment.3 A roughly equal share is real
estate investment that in the short term is
set to grow slowly because of the current
housing weakness, even though the medium term fundamental drivers of demand
for urban housing remain good. Another
one-third of investment is oriented on the
domestic market while geared by market
considerations. This investment should be
less sensitive to the external weakness, although it will also be affected by the overall
slowdown in China, if only because of the
weak profit growth expected for next year.
The VAT reform announced as part of the
November package, under which firms can
deduct capital spending for the VAT, may
provide some support for investment (with
both an income effect and a relative price
effect), particularly so for capital-intensive
parts of the economy. However, the weak
short-term growth prospects and overcapacity in several upstream industries are likely
to limit the short-term impact.
Government-influenced investment and
government consumption will be boosted by
the fiscal stimulus announced on November
9 (see below). Financed in part by the government budget, in part by related lending by
commercial and policy banks, governmentinfluenced investment makes up almost onethird of total investment (including most
of transport; some of electricity, water and
gas; all of administration; and most of education, healthcare, and social and cultural
services). The stimulus package ensures
that government-influenced investment,
notably in infrastructure, will be very strong
in 2009, offsetting some of the weakness
in other areas. Government consumption is
also set to expand rapidly, supporting overall
consumption. In all, government-influenced
direct spending would contribute over 4
percentage points (pp) to GDP growth, or
more than one-half of the total and about
1.5 pp more than in 2007.
Private consumption growth is likely to
soften in 2009, but will receive some support from lower inflation and policy. Slower
(nominal) wage and employment growth
and weaker confidence will likely depress
private consumption growth. However,
this will be partly offset by the impact on
purchasing power of significantly lower
inflation and some fiscal support (mainly
higher transfers). Rural consumption is
helped by fiscal support to incomes and,
in the longer run, other policy support for
agriculture, including rural land policy discussed in Box 4.
In a scenario based on these considerations, which include significant policy
stimulus, GDP growth would be around 7.5
percent in 2009 (Table 1). In this scenario,

import growth is significant, even with processing imports assumed to be stagnant, in
line with processing exports. With overall
imports substantially outpacing exports, net
external trade is likely to have a negative
contribution to growth of almost 1 pp, for
the first time in many years.
The risks to this scenario are broadly
evenly balanced. There are still downside
risks in the international picture. Domestically, downside risks come from further
weakening of private sector confidence and
a more drawn-out inventory adjustment. On
the upside, increasing support from policy
may have a larger impact, including on
confidence.
One bright spot for China is the impact
of lower raw material prices on inflation and
margins. Against a backdrop of significantly
weakened global growth prospects, prices of
primary commodities including energy and
metals have fallen sharply. The World Bank
expects China-specific industrial commodity
prices to decline substantially (yoy) on the
international markets in 2009. Our empirical
estimates suggests that this should result in
a further deceleration of (yoy) increases in
China’s domestic raw material prices into
negative territory in the second quarter of
2009, from a peak of over 15 percent in the
summer of 2008 (Figure 12, Page 15). This
will help reduce cost pressures in China’s
industrial sector and support margins in
manufacturing industry.
We think consumer price inflation will
recede further. Core inflation has remained
low throughout the food price pressure episode that has come to an end. With output
expected to be below potential output in
2009 (Figure 13, Page 15) and raw commodity prices expected to fall, inflation is
no longer an issue of concern for the immediate future.
Despite export volume weakness,
China’s current account surplus is likely to
increase further in 2009 due to the lower
raw commodity prices. Even as import
volumes are likely to outpace export volumes significantly, the large improvement
in the terms of trade due to lower primary
commodity prices is set to boost the current
account surplus to almost US$430 billion,
or 9 percent of GDP, in 2009.4
Macroeconomic Policies—fiscal policy
has moved center stage
The macro policy stance has shifted rapidly recently, and has rightly become expansionary. Until recently, the stance of overall
economic policies had been relatively contractionary, with fiscal policy withdrawing
some stimulus (being “prudent”) for several
years and monetary policy tight since the
fall of 2007 (Box 2, Page 14). Since the
summer of 2008, however, as international
and domestic growth prospects weakened
and inflation came down steadily from its
peak in early 2008, the need and room for
macro economic policy to support domestic
demand has increased substantially. As a
result, the overall macro stance has shifted,
with an acceleration recently. Indeed, in the
face of weakening world demand and with
competitiveness still overall strong, the case
for stimulating domestic demand is stronger
than the case for trying to stimulate exports
by depreciating the exchange rate or giving
tax incentives to exporters.
There are several reasons why economic
policy should not to try to offset completely
the impact of the external shock and housing weakness on growth. Although it is not
helpful to have large swings in economic
growth, economic cycles are a key part
of economic development, fostering discipline, upgrading capital, and advancing
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technological progress. Moreover, there
may be a limit to how much government
influenced investment and consumption
can be increased quickly and efficiently.
The consequences of temporary economic
dislocation and layoffs can also be alleviated
by expanding and using the social safety net.
The fact that the private sector now plays a
larger role than in 1998 (when China used
fiscal stimulus to counter the impact of the
Asian crisis) may imply a different trade off
between boosting growth by overall government spending and by improving and using
the social security system.

Box 2.

China’s counter-cyclical fiscal policy.
In the wake of the Asian financial crisis,
China adopted policies to stimulate the
economy.
Fiscal policy was key, with many infrastructure projects initiated. The funding
came in part from the government budget,
including via issuance of additional “construction bonds”. However, a large amount
of additional financing took place, notably
via bank lending to the SOE- type vehicles
that execute several types of infrastructure
projects. With fiscal policy expansionary,
the budget deficit increased from 0.7 percent of GDP in 1998 to 2.6 percent GDP in
2000 (Box Table).5 It is difficult to present
exact numbers on investment triggered or
influenced by the government. However,
estimates put infrastructure investment at
around 10 percent of GDP in 2000.
During 2001-07, when growth was high
and rising, fiscal policy was appropriately
contractionary. In 2005, the fiscal policy
stance was officially adjusted to “prudent”.
In 2006 and 2007, fiscal contraction was
particularly sizable. Taking into account
the improving balance of the social security
funds, calculations of the fiscal impulse imply that 1.5 percent of GDP was withdrawn
by the government in 2007.
Flexibility and transparency in the
implementation of expansionary policies is
very important. At times of major uncertainty such as now, economic projections can
change quickly. This means that the desired
size of the stimulus may need to be adjusted
as developments unfold. Meanwhile, for
the benefit of macro economic policy making and coordination, it is important that
information on all spending and funding is
available widely. From the public finance
perspective, it is better to channel as much
as possible of the stimulus via the normal
process of fiscal policy. Transparency is also
important in order to assess the effectiveness
of policies, something Prime Minister Wen
Jiabao saw as an important task.6
The authorities will need to strike a balance between two considerations that will
guide economic policy making for 2009.
First, there is the imperative for maximum impact on domestic demand, growth
and employment. Direct government spending, in the form of government direct consumption or investment, typically creates
more economic activity than an increase in
transfers or tax cuts.7 This is because higher
transfers or tax cuts that increase income
may not necessarily induce spending, especially by higher income people or when
times are especially uncertain. Stimulus
targeted at increasing demand for products
of sectors with excess capacity will have a
larger activity and employment effect. In the
short term, however, there is no difference
in the growth impact between government
investment and government consumption.
Second, policies need to support the
medium-term rebalancing and long term
Update continues on Page 13
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development and growth agenda. The key
medium-term objective of China’s 11th Five
Year Plan—the implementation of which
has now reached the half way point—is to
rebalance the pattern of growth, making
growth more domestic-demand led, but
also cleaner, less resource intensive, and
shared more equally. In terms of the overall
economic strategy, rebalancing requires a
shift away from a predominance of industry,
investment, and exports, towards services
and consumption (Figure 14, Page 15).
Such a shift would mean more labor intensive growth, with more urban employment
creation. By boosting the share of wages
and household income in GDP, this would
increase the role of consumption, a key
goal of the government, in an economically
sustainable way (Figure 15, Page 15).8 As
such, it would also ameliorate the pressures
for current account surpluses. Moreover,
more labor intensive urban growth would
help reducing excess labor in agriculture
and the related poverty and urban-rural inequality. In addition, it would make growth
less intensive in energy, raw materials,
and resources, and less detrimental to the
environment. In addition to the rebalancing
agenda, there are other important measures
and structural reforms that would support
China’s long term development agenda, including removing remaining distortions and
investing in people-oriented infrastructure.
It would be ideal if the policy stimulus
in 2009 can be shaped by the rebalancing
and long term development agenda. This
is only possible in some policy areas, such
as with government spending on health,
education, and social security. Many other
rebalancing measures are by themselves not
expansionary in the short run and would
thus not be obvious elements of a stimulus
package. However, there is room to supplement stimulus measures with these types of
rebalancing measures.
Since the summer of 2008, the authorities have taken several steps to support
growth. These include lifting credit quotas,
which were the binding constraint on monetary conditions; three (modest) interest
rate cuts and one in reserve requirement
ratios; several increases in various VAT
rebates to exporters; and measures to boost
the property market (see above) and the
stock market.
On November 9, the government announced the outlines of a large package
to stimulate growth and employment. At
the same time, the government formally
changed the fiscal stance from “prudent”
to “active” and the monetary policy stance
from “moderately tight” to “moderately
easy”.
As underscored by the November 9
package, fiscal policy is set to play an important role in supporting growth. And it can,
since, unlike in many other countries, with
a strong fiscal position and sustainability,
there is less need to worry about the negative impact of a fiscal expansion on markets’
willingness to hold government debt.9
With the November 9 plan, the government identified measures in 10 areas to boost
domestic demand and growth in 2009 and
2010. The emphasis is on infrastructure
and other investment, although of a different nature than 10 years ago, with many
projects geared to broad long term development needs and improving living standards
instead of mainly to the needs of industry.
• Public housing projects—notably on
low-rent residential units, re-development
of slumps and renovating deteriorated rural
housing.
• Rural infrastructure investment—
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including water supply and conservation,
including expediting the North South water
diversion project; irrigation; rural roads; and
the power grid.
• Transport infrastructure—with a focus on railways, both passenger and coal
transport lines, but also highways, airports,
and the urban power grid. Health and
education—including improving the local
clinic service systems; renovating schools
in inland provinces.
• The environment—including enhancing urban water and sewage treatment
projects, pollution treatment of key water
ways, reforestation, and energy efficiency
projects.
• Innovation and restructuring—facilitating structural change and R&D, and
supporting the development of high tech
and service industries.
• Post-earthquake reconstruction.
• Household income—including increasing grain procurement prices and farm
subsidies and increasing payments under the
minimum living allowance system.
• Rolling out the VAT reform nationwide in 2009, allowing capital spending
to be deducted from the VAT in line with
international practice, reducing the corporate tax burden by about RMB 120 billion
(0.4 percent of GDP) in the government’s
estimate.10
• Increasing bank lending to support
growth, with priority being given to key
projects, rural investment, SMEs, R&D,
M&A, and consumer loans.
The package has secured and in many
cases speeded up the execution of investment projects. Many had been in China’s
medium and long term development plans,
but without concrete timing and financial envelopes. The significance of the November 9
announcement is that, with the central government’s approval and financial backing,
the projects can now be concreticized and
prepared, including in terms of arranging
supplementary financing. The government
estimates that RMB 4 trillion (12 percent of
estimated 2009 GDP) is required to carry
out the investment projects from the fourth
quarter of 2008 until 2010. This spending
is planned to be frontloaded, with planned
(additional) spending for 2009 higher than
for 2010. The central government itself has
committed a total of RMB 1.18 trillion, of
which RMB 120 billion is to be spent in the
fourth quarter of 2008. With reference to the
criteria noted above (impact on growth in
the short term and support for rebalancing
and long term development), a few observations are:
• Most of the elements imply higher
direct government spending, and should
thus have significant effect on output in the
short term. Indeed, the stimulus from the
infrastructure projects would target sectors
with probably the largest excess capacity—
construction and upstream industries—
maximizing its impact.
• The package contains many elements
that support China’s overall long term development and improving people’s living
standards. They include public housing; rural infrastructure; public transport; schools;
and waste, water and sewage treatment
projects.
• Policy makers will need to deal with
several challenges related to the large infrastructure projects. The key challenge is to
ensure that the selection, preparation, and
execution of the projects is as rules-based
and efficient as possible, with an eye to
long-term development needs (instead of
short term visibility). This task is made
more difficult by the large size of the overall
package and the speed with which it is meant

to be executed.
• Some of the stimulus measures announced directly support the medium term
effort to rebalance the pattern of growth. In
particular, the 10 point plan includes several
measures increasing government consumption and transfers, including on health and
rural subsidies and transfer payments. These
are good examples of measures that can
boost disposable incomes, especially of
lower income people, and the propensity to
consume. Moreover, additional initiatives
along these lines are expected. For instance,
the government now expects the subsidized
voluntary basic pension plan for rural people
to cover 60 percent of rural people by 2010
and 80 percent by 2015, an advancement
compared to the earlier schedule.11 Also,
while not in the package, the large appreciation of the effective exchange rate in the last
several months helps rebalancing.
• The package would by itself not lead
to decisive rebalancing of the pattern of
growth. That is in the nature of the trade off
between policies to rebalance and those to
stimulate growth.
• Policy making for 2009 is not finished,
and further initiatives towards rebalancing
are needed and likely. During a press conference discussing the package, Prime Minister
Wen Jiabao noted that the policy stimulus
provides a good opportunity to implement
the reform of energy pricing. Indeed, the recent sharp decline in oil price and subsiding
of inflation pressures provides a very good
window of opportunity to reform energy
pricing, combining a re-link to international
prices with a fuel tax for oil products. Additional measures are necessary to make headway with rebalancing the pattern of growth,
including on resource and utility pricing;
government spending on health, education
and social security; and financial reform.
Box 3, Page 14 gives a general overview
of possible rebalancing measures.
Fiscal policy in 2009 is likely to lead to a
sizable but manageable increase in the government deficit. In 2008, revenue growth was
strong for much of the year but weakness set
in, in the fall because of weaker profits and a
large swing in tax revenues from the stamp
tax on stock market transactions. With the
large increase in spending planned for the
fourth quarter, the government is likely to
run a modest deficit in 2008 (Table 2, Page
14). As discussed above (prospects), in our
scenario for 2009 government-influenced
direct expenditure could contribute more
than 4 pp to GDP growth. Broadly, current
indications are that more than one-halve of
this will come from government-influenced
investment, and the rest from government
consumption and transfers. Only a minority
share of government-influenced investment
is financed by the central and local governments. Government revenues are likely to
lag GDP considerably, largely because of
the impact of the two VAT reforms. In all,
these rough estimates suggest an increase in
the government deficit of 2- 2.5 percent of
GDP in 2009, most of that because of discretionary policy. The Ministry of Finance
has noted that the overall budget deficit in
2009 and 2010 will not be higher than 3
percent of GDP.
Monetary and exchange rate policy
The authorities have started to ease
monetary policy. They have already reduced
interest rates and reserve requirements.
More importantly, in end-October, the
PBC announced it would no longer apply
the credit quota that had been the binding
constraint on credit extension since the more
strict enforcement of window guidance
beginning in the fall of 2007. The quotas
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had been partially eased at the beginning
of August.
It is difficult to say at the moment how
credit growth will develop. Since the reimposition of the credit quota in late 2007,
actual loan growth has been lower than loan
demand as expressed by the business sector
in the PBC’s survey (Figure 16, Page 15).
While loan demand appears to have decelerated recently, the gap remains significant. In
October, after the initial partial easing of the
quotas but before the complete lifting, credit
growth picked up. In addition, because of
the way that infrastructure is financed in
China, the stimulus package calls for bank
lending (and/or other finance). However,
private sector demand for loans is likely to
soften as growth prospects weaken. Moreover, banks are likely to become more cautious in lending in such an environment.
The calls for more bank financing in
specific areas, such as rural investment and
to SMEs may create challenges. These calls
possibly create tensions with the strive for
a stronger commercial and market based
orientation of banks.
Lingering concerns about inflation
among some of China’s authorities strengthen the case for more exchange rate flexibility
and monetary independence. Despite the
prospects for very low inflation in 2009,
some of China’s policy makers remain
concerned about inflation, including because
of the impact of the liquidity injections and
other measures in developed countries. This
worry should probably not shape monetary
and financial policy in China now. However, if policymakers are seriously worried
about inflation pressures in the industrial
countries, increasing the independence of
monetary policy—via more exchange rate
flexibility—would insulate China from
inflation dangers in the large industrialized
countries. Although speculative capital
inflows seem to have diminished in recent
months, China’s large external surpluses are
unlikely to go away soon, and sterilization
to contain domestic liquidity will remain
needed regularly (Figure 17, Page 15).
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Box 3.

Overview of rebalancing policies
First, several macroeconomic and
structural measures will help to stimulate
domestic consumption and stimulate the
services sector:
• Increase government spending on
health, education, and social security,
to raise disposable incomes, especially
of low income people, and reduce the
reluctance to consume. Good examples in
health include increasing the government
contribution to the New Rural Cooperative Medical System and Medical Assistance, the basic health care system, and
the community health service system. In
education, funding for education in poor
and rural areas can be increased.
• Strengthen further the exchange
rate to shift production from tradables to
non-tradables and increase exchange rate
flexibility to give more independence to
monetary policy.
• Further strengthen financial market
opening and reform, to improve the efficiency of the allocation of capital—thus
sustaining growth with less investment—
and increase the role of consumption.
Such reform and more efficient allocation
of capital should benefit the service sector
and small and medium-sized enterprises.
Higher demand deposit rates would support the role of household income in
overall income.
• Expand the dividend policy for State
Owned Enterprises (SOEs) introduced in
2008 and improve corporate governance,
to remove the over-investment bias, especially in large, industrial SOEs. This could
possibly be combined with an overall cut
in the corporate tax rate. Such a combination would improve the level playing field
between SOEs and non SOEs.
Second, fiscal and tax policy can help
to adjust the structure of production:
• Eliminate the underpricing of industrial inputs—land, energy, water, utilities,

natural resources, and the environment
through price increases, tax measures,
and/or pollution charges. Accelerated
energy price reform would allow prices to
reflect the full costs of supply, including
environmental and depletion costs.
• Further remove distortions in the
tax system that subsidize and stimulate
manufacturing, including from the VAT
system and remaining preferential tax
treatment of FDI.
• Remove remaining restrictions on
the development of the services industry,
including addressing monopolies and
oligopolies in several service sectors and
removing other barriers.
China’s WTO commitments support
this agenda and the government may want
to consider even further liberalization
of international trade and investment in
service industries.
Third, further relaxing restrictions on
the movement of labor and land transaction would facilitate rural-urban migration
and mitigate rural poverty. Relatedly,
the fiscal system could be improved to
provide host cities with more incentives
to deliver social services to incoming
migrants.
Fourth, institutional reforms can be
introduced to give local decision makers
stronger incentives and better tools to
pursue rebalancing. A key is to strengthen
accountability, especially via the performance evaluation of local officials and
enforcement of laws and regulations.
Fifth, reform of the intergovernmental fiscal relations would allow poor
regions to have the resources to carry
out improvements in the social sectors.
Inadequate local funding (and capacity)
in poor regions is a serious constraint on
further progress in many areas, including the delivery of rural services, social
protection, education, health, and resource
efficiency.

Box 4.

Rural land policy reform
China’s reform efforts were
launched 30 years ago in rural areas.
Rapid rural development has been
reflected in substantial decreases in
absolute poverty and continued rural
income growth. However, as reforms
deepened, urban incomes grew even
faster, leading to an ever widening gap
between urban and rural incomes.
On October 12, 2008, the CPC Central Committee approved a broad policy
document aimed at a more balanced and
integrated rural-urban development. It
sets a goal of doubling rural per capita
incomes by 2020, and includes several
major decisions on rural reform and development, with a new land policy at its
core. Most importantly, under the new
policy, farmers’ leases on land will be
extended from the current 30-year term
to an open-ended one. Moreover, the
new land policy will reduce the scope
of land to which “eminent domain” can
be applied. Land acquisition will only
be permitted for public purposes and
a market-value based compensation
mechanism will be established. Plot
level land registration and certification will also be introduced to grant
farmers more tenure security and better
protected land use rights, including the
right of land transfer. Reconfirming
national food security as a priority,
the document commits to a stringent
‘farmland protection system’.
The new land policy, together with
the Property Law passed in March
2007, reflects China’s determination to
address the challenges facing rural development and narrow the gap between
rural and urban sectors. The new land
policy encourages an orderly evolution
of agriculture from household-based towards larger-scale operations, promotes
the development of a rural land rental
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market by improving tenure security, and
strengthens farmers’ bargaining position
in land transactions and acquisitions. The
new land policy can over time result in
significant improvements in China’s rural
sector, including higher agricultural productivity, more rural-urban labor migration, an integrated land market, and higher
incomes for China’s farmers.
Effective implementation of the new
land policy can be facilitated by a range
of follow-up
actions. First, changes in the legal
framework may be needed, including
amendments to the Land Administration
Law, the Rural Land Contracting Law, and
even land-related articles of the Constitution. Second, a large-scale pilot of rural
land registration could serve as an effective model. As China has 250 million farm
households, with each household having
on average 5 plots, nationwide land registration and certification will be a daunting
task. Third, since land still functions as
a rural safety net, it will be desirable to
closely monitor the impact of potential
land concentration on farmers’ livelihood
and social stability. Fourth, effective information campaigns and legal aid activities
can strengthen farmers’ awareness of the
policy changes and their legal rights. Fifth,
additional policy changes to enable farmers to enjoy a more complete bundle of
land rights could be tested. One example
could be a pilot to examine the impact
of allowing farmers to use their land as
collateral to access credit and granting a
higher degree of marketability to farmers’
residential plots. Finally, appropriate tenant rights are important for land leasing.
Too strong tenant rights can be a deterrent
to the development of rental markets; too
weak tenant rights can lead to mistreatment
of tenants, which also discourages rental
markets. Thus, it will be important to find
the right balance.

Box Table 1
Notes: The World Bank quarterly update provides an update on recent economic and social developments and policies in China, and present findings from ongoing World Bank
work on China. The update is produced by a team from the Beijing Office with support
from the China country team. Questions and feedback can be addressed to Li Li (lli2@
worldbank.org).
To view the full report, go to the link on the China Insight Web site, www.chinainsight.
info, or go to the World Bank Web site, www.worldbank.org.
1. The World Bank fears that, in addition to the normal effects of an economic
slowdown, international trade is being affected by the impact of the credit squeeze
on trade finance.
2. He and Zhang (2008) (HKMA Working Paper 14/2008) use input output tables
and estimate that the share in value added
is currently 17.5 percent.
3. These shares are in terms of national
accounts type gross capital formation, and
thus adjusted for land sales.
4. The World Bank expects China’s
terms of trade to improve 5.5 percent in
2009, after worsening by 8.8 percent in 2008
(DECPG, November 2008).
5. The deficit including extra-budgetary
and social security funds was lower.
6. Remark made during his press conference discussing the November 9 package.
7. In Keynesian terms, direct spending
has a higher multiplier.
8.See He and Kuijs (2007),”Rebalancing
China’s Economy—Modeling a Policy
Package”, World Bank China Research Paper No. 7; www.worldbank.org.cn/english/
content/working_paper7.pdf.

9. Including extra-budgetary and social
security funds, in 2007 general government
revenues increased to almost 28 percent of
GDP, the fiscal surplus was 2 percent of
GDP, and the government debt estimated
at under 20 percent of GDP.
10. The VAT rate for small firms will
be reduced to a universal 3 percent from 6
percent for industrial firms and 4 percent for
commercial firms.
11. Confirmed by the Ministry of Human
Resources and Social Security on November
17, 2008.
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Chinese American physicist chosen by
Obama as Energy Secretary
By Jennifer Nordin, Staff Writer

B

Steven Chu
arak Obama has nominated
Chinese American physicist
Steven Chu to be the Secretary of the Department of

Energy.
While Chu will be the first Chinese
American Energy Secretary, he will not be
the first Chinese American Cabinet member.
That distinction goes to Elaine Chao, Secretary of Labor for the past 8 years under
George W. Bush.
Chu’s educational background is in
physics. His career has included working
as a researcher at Bell Laboratories, then a
professor at Stanford University.
Chu won the Nobel Prize in Physics in
1997 which he shared with Claude CohenTannoudji and William D. Phillips for

developing methods to cool and trap atoms
with laser light.
In 2004, he became the Director of the
Lawrence Berkeley National Laboratory
(Berkeley Lab). Berkeley Lab is a U.S.
Department of Energy national laboratory
located in Berkeley, California. It conducts
unclassified scientific research and is managed by the University of California. Chu
is a Professor of Physics and Molecular and
Cell Biology at the University of California
(UC), Berkeley.
An article on Chu’s appointment as
Energy Secretary on the Berkeley Lab Web
site (http://www.lbl.gov) stated, “Chu is also
one of the nation’s foremost and outspoken
advocates for scientific solutions to the twin
problems of global warming and the need
for carbon-neutral renewable sources of
energy. He has called these problems ‘the
greatest challenge facing science’ and has
rallied many of the world’s top scientists
to address it.”
The article also included reaction to the
selection of Chu by prominent politicians,
educators and scientists, Senate Majority Leader Harry Reid (D-Nevada) said,
“Steven Chu is an extremely accomplished
scientist and strong choice to lead America
into a more energy-independent future. He
has shown that he can work beyond the confines of a national lab to tackle real-world
issues, and his expertise will greatly benefit
our country.”
Current U.S. Energy Secretary, Samuel
L. Bodman, has said of Chu, “As the Director of the Department of Energy’s Lawrence
Berkeley National Laboratory, Dr. Chu
understands the significance of our energy

China to establish
social security
number system

C

hina announced plans [Dec.
22] to establish a social security number system for the
welfare of its citizens.
The draft of the social insurance law
was discussed by the Standing Committee
of the 11th National People’s Congress, the
country’s top legislature, on Monday.
The draft said China would establish
a standard social security number system
across the nation by using each citizen’s
current identification card number.
The social insurance fund will be categorized into endowment insurance, medical
insurance, insurance against injury at work,
unemployment insurance and childbirth
insurance, the draft said.
Currently, China’s social insurance
fund is managed by the Ministry of Human Resources and Social Security and its
branches in provinces, municipalities and
autonomous regions.
According to the country’s labor law,
the funding of endowment, medical and
unemployment insurance is raised by both
individuals and their employers. Workplace

injury and childbirth insurance have to be
paid by employers.
A series of social insurance fund embezzlement scandals have been exposed
in China since 1998. More than 16 billion
yuan (about2.3 billion U.S. dollars) was
embezzled.     
The new social insurance law’s draft said
any individual or organization has a right
to complain or report illegalities about the
social insurance fund. The measure is an
endeavor to invite more supervision of the
citizen’s basic security.     
The draft also determined that a new
type of rural medical system, in which
farmers and governments raise funds together, would be included in the medical
insurance.    
Governments will cover medical insurance expenses for citizens who live on lowincome subsidies, have serious disabilities
or are older than 60 years, the draft said. 
Source: Xinhua (www.chinaview.cn)
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and environmental challenges, and more
importantly, understands the technical solutions necessary to address them. He is
also aware of the vital role that DOE plays
in matters of energy and national security
and appreciates the necessity of the Department’s voice on these matters.”
University of California President (and
former University of Minnesota President),
Mark Yudof said, “Steven Chu is an inspired
choice to lead the U.S. Department of
Energy. He is a proven leader with a passion for education and science and a talent
for identifying new solutions to pressing
problems.”
This is high praise for a man who described himself in his Nobel Prize autobiography as “the academic black sheep” of
his family.
Chu was born in St. Louis, MO and
grew up in Garden City, NY in a family of
scholars. His maternal great-grandfather
earned advanced degrees in civil engineering at Cornell and his great-grandfather’s
brother studied physics at the Sorbonne
in Paris, France. Chu’s father and mother
both studied at the Massachusetts Institute
of Technology (MIT); his father studied
chemical engineering and his mother studied
economics. Most of Chu’s aunts and uncles
also had PhDs in science and engineering.
Because of this background, it was
assumed that the next generation (Chu,
his brothers and cousins) would also earn
advanced degrees. Chu wrote, “When the
dust had settled, my two brothers and four
cousins collected three MDs, four PhDs and
a law degree. I could manage only a single
advanced degree.”

Coming from a family of such accomplished scholars, Chu has a modest, perhaps
distorted, view of his own accomplishments.
He describes his A-average in high school
as “relatively lackluster”; not good enough
to get him into an Ivy League school like
his older brother and cousins. Chu attended
Rochester University in New York.
Educational pursuits were not the only
focus of Chu’s childhood. He also enjoyed
“constructing devices of unknown purpose”
with his erector set and playing sports with
neighborhood kids. He taught himself to
play tennis by reading a book in eighth grade
and taught himself to pole vault using bamboo poles from a local carpet store.
Chu has said that he and his two brothers
never learned to speak Chinese because his
parents only spoke to him in English. He has
attempted to study Mandarin as an adult.
Chu, 60, is married to Jean Chu, an
Oxford-trained physicist and former Dean
of Admissions and the President’s Chief of
Staff at Stanford University. He has two
sons, Geoffrey and Michael from a previous marriage.
If Chu’s appointment as Energy Secretary is confirmed, he will bring a wealth of
knowledge and experience to the post. 
Chu’s autobiography from Les Prix
Nobel. The Nobel Prizes 1997, Editor Tore
Frängsmyr, [Nobel Foundation], Stockholm, 1998
“Obama Picks Berkeley Lab Director
Steve Chu for Energy Secretary”
http://www.lbl.gov/Publications/Director/

Gala to mark 30th
anniversary of
reform, opening-up

Li Changchun, member of the Standing Committee of the Political Bureau of the Communist
Party of China (CPC) Central Committee, has a photo taken with the performers after
watching the gala, which was held in Beijing on Dec. 18 to mark the 30th anniversary of
China’s reform and opening-up. (Xinhua Photo)
gala was held [in Beijing on Committee, watched the performances with
Dec. 18] to mark the 30th an- the audience.
niversary of China’s reform
A group of renowned singers sang the
and opening-up by presenting songs while poems were recited to remind
the songs popular through the past three people of landmark events and achievedecades in the country.
ments in the past three decades.
Li Changchun, member of the Standing
The audience responded with thunderCommittee of the Political Bureau of the ing applause. 
Communist Party of China (CPC) Central Source: Xinhua (www.chinaview.cn)
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