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Preface

The Commitice on the First Country Study for Japan's Official Development
Assistance to the People's Republic of China was established in January 1989 and
was chaired by the esteemed Dr.Saburo Okita. The Study Committee’s final teport

was submilted to the president of Japan International Cooperation Agency in Pecember
1991.

In June of 1989, the year the First Couniry Study Conunittce was established, the
Tian'anmen Square incident occurred in Beijing. Many countrics were greatly shocked
by how the Chinese government reacted to the citizens and students involved; since
that time, China inevitably incurred strict isolation internationally. Major restrictions
were levied on the provision of official funds to China, and overseas cnterprises rapidly
cooled their investments tn the country. The incident was a red light in China's policy
of international openness.

Moreover, China's macroeconomy appeared highly unstable. The ulira-high growth
that had been occurred up to that point caused bottlenecks in infrastracture, with the
highest inflation been experienced since China's founding. At that time, the finrancial
and monetary mechanisins to control China's inflation were highly insufiicient, forcing
administrative control of wages, prices, bank loans and other such direct means.
Although they succeeded in curbing inflation, the growth rate itself declined at once.
Uader these circumstances, system reform also became sluggish,

The poliéy for ODA to China that the First Study Committee proposed, which
focused on support for China's reform and open line, economic stability, curbed
inflation, the resolution of bottlenecks in infrastructure, was highly relevant to China's
circumstances at the fime. -

[n fact, the situation with regard to the aforementioned adjustments more-or-less
settled down by around 1990, and since Deng Xiao Ping's lecture tour of southern
China in the spring of 1992, China has entered anothér_ phase of ulira-high growth.
Although we were concerned for a time by another sudden rise in the inflation rate in
the course of this growth, the appropriately tight finance-centered policy has succeeded,
achieving noticeable results since 1996. On the macro tevel, it may be said that China
is currently in a phase of comparatively stable high growth. Now that the international
backlash China incurred following the Tiananmen Square incident has fully subsided,
trade and the introduction of direct investinent overseas have scen basically healthy
expansion, although there have been a few fluctuations.

The correctness of the analysis of China's current situation made by the First
Country Study Committee of the policies proposed based on this has been confirmed



by fact. To eliminate the bottlenccks to ecconomic development that the proposals
highlighted, Japan has allocated a huge amount of official development assistance
{OBA) to China, primarily for infrasteucture for industry and everyday living, and has
achicved substantial results.

In the seven years since the proposals were made at the First Country Study
Committee, China's macrocconomy has enjoyed major results, and Japan's conlribution
in the form of ODA cannot be overlooked. However, the past few years of high
growth have given risc to substantial problems that must be handled through the
adoption of suitable policics. Morcover, we belicve that Japan must adopt an approach
to ODA to China that is different to the approach that it has traditionaily used in the

past. In fact, the nceessity to adopt such a new approach is emerging fromy within
Japan itself.

With the Cabinet’s June 1997 decision on financial structural teform, Japan’s: ODA
budget will be reduced for the following three years. Fiscal ycar 1998, in particular,
will see a reduction of at least 10%, constituting the greatest percent-wise reduction
oui of all the annual expenditures. This is a deeply regrettable situation. Tn view of
the substantial difficulty at present of expanding the actual volume of ODA, we must

consider ways in which Japan can boost the cfficacy of its existing ODA. How can
this be achicved?

Up to now, much of Japan's ODA to China has focused on the area of industrial
infrastrocture, for example in the energy supply sector (mainly electrical power) and
the transport sector (railways, roads, ports, ete.). China's economic growth in the current
period of reform and openncss has greatly exceeded the rate of infrastructure increase,
and it is apparent that this lack of infrastructure has become a severe bottieneck,
hampering smooth economic development. Mind you; arguing in reverse, it has to be
said that the bottlenecks in sectors such as energy and transpori have occurred largely
because China's rate of growth has been cxcessive. This being so, it will be necessary

for China itself to curb its growth rate to match the level of infrastructure that it is
capable of providing.

China's current ability to construct infrastructure pertaining to industry and daily
life is by no means low, In fact, China procured nearly alt of the technology and
funding for the giant Sanxia Dam, which is currently under construction in the
Changjiang valley, domestically. It China were to curb its economic growth slightly
more, it is highly conceivable that the construction of things like roads, railways, ports
and power plants using purely domestic resources would become possible.

In line with the above points, Japan should gradually withdraw ODA frem the
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arcas that China can build up through its own cfforts, and shift it (o areas for which it
would be difficult for China to rely solely on its own efforts, but which are neveitheless
indispensable from both development and welfare perspectives,

In our Sccond Study Commiitce, four such arcas were ideatified: reduction of

poverty and interregional disparitics, environmental conservation, agricultural
development and food supply, and establishment of a systematized market economy.

1.

Reduction of Poverty and Interregional Disparities

Despite the substantial rise in ecenomic growth during the current period of
reform and openness, an enormous number of poor pcc'plc continue to reside in
China, primarily in the central and western regions. In addition, China is originally
a country of major interregional disparitics in terms of both economic power and
income level - disparities that have actually magnified during the current period
of openness and reform. Although the Chinesc government recognizes the
importance of development in poor regions, the resources that it can put towards
this are severely limited, since it is necessary at present to treat high growth as
the number one issue. We thus belicve that coping with poverly and interregional
disparities should become a new fronticr for Japan's ODA to China.

Environmental Conservation

China's environmental problems are cause for extreme concern. Up to now,
there has been only a limited concept of environmentat conservation in China.
The level of environmental technology is thus low and both industry and citizens
still have an insufficient awareness of the issue of environmental conservation.
With income levels at an average of $1,000 per person per year, it is not difficult
to see why China, stil} far from becoming a developed nation, gives priority to
development over environmental conservation. It is not surprising that only a very
few companies are willing to bear, for example, the huge expense involved in
installing desulfurization facilities at thermoelectric power plants. Fapan, which
excels in environmental conservation technology, must thus take a strong interest
in China's environmental problems.

Agricultural Development and Food Supply

Owing to the adoption of reform and openness, Chmas food production is
showing ils greatest growth since the countiy’s founding, to the extent in fact that
the problem of food shortages may be deemed to have been fundamentally
resolved. However, income levels in farming villages remain considerably lower
than those in urban areas, encouraging a disorderly influx of farmers to the cities.
1t is thus necessary to further increase farmers' incomes. Japan's cooperalion is
required in many fields, for example in reducing production costs through the use
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of technologies that require little monetary investment, in developing and spreading
technologies related to the processing and wtilization of agricultural products after
harvesting, in providing infrastructure for the distribution of agricultural products,
and in reducing transaction costs through the provision of market information.

4. Establishment of a Systematized Market Economy

Although China’s transition to a market economy has delivered striking results,
the changes have sometimes gone too far, giving rise to various kinds of social
discord. There is a danger that this trend will become yet more serious in the
future. We recognize the extreme urgency of improving China's market economy
system, as China itself possesses littte know-how in this regard. It is our conviction
that Japan's full-scalc response is necessary, as it is Japan that possesses the know-
how nccessary for providing macro control mechanisms, rectifying income
differences, grappling with environmental issues, systematically forming
compelitive enterpriscs, forming social safety networks to provide the extra
personnel crucial to the reform of state-owned enterprises, cultivating small- and

medium-sized enterprises, and engaging in other forms of standard market economy
formation. ‘

Of course, with China being an enormous country, Japan does not have sufficient
ODA resources for developing all of these diverse plans lhroughout the whole of the
country. As we described carlicr, it is conceivable that Japan's ODA will be seduced
even further in the future, What is necessary is the small-scale local 'modeling’ of
important projects, the concentrated investment of ODA resources into these models,
and the devising of mechanisms for spreading the effects of the resulting devetopment
beyond the boundaries of the models. To do this, it is important to gather the opinions
of many different people. '

One example is the environment. Numerous cities for which related measures
must be devised exist throughout the vast expanse of China, and problems are highly
diverse, including air pollution, water quality deterioration, solid waste. Even if Japan's
ODA resources are allocated to these areas, the results would merely disappear like
mist. Thus, the concept of model formation will be indispensable. Environmental models
on which Japan should concentrate its ODA should be established, through which
surrounding regions can be influenced by the demonstrated effect of the results in

model regions. It will also be necessary to devise other such methods for effective
utilization of limited ODA.

Concerning this point, when former prime minister Ryutaro Hashimoto visited
China the autumn before last, China approved the concept he proposed, "Japan-China
Joint Announcement on Environmental Cooperation toward the Twenty-first Century”
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- a fact of major significance. This concept has at its core the formation of citics that
scrve as environmental models. Three cities - Chongging, Guiyang and Dalian - were
sclected as targets for cooperation in the area of air pollution. We believe it will also
be necessary to develop the concept of model formation similarly for projecis to develop
impoverished regions, tmprove farmers’ incomes and the like.

You will find that a leisurely reading of this report will reveal great diversity
among other themes that warrant debate. We ardently hope that this report will be a
valued reference for the Japanese government's planning of ODA te China.

Lastly, we wish to express our sincerest thanks to the members of the Commniiltee
on the Second Country Study for Japan's Official Development Assistance to the
Pcople's Republic of China, the task force members, and the secretariat’s staff for
thetr earnesl efforts.

November 11, 1998

To Kimio Fujita
President
Japan International Cooperation Agency

from Toshio Watanabe
Chairman
The Committee on the Second Countey Study for Japan's
Official Development Assistance to the People's Republic
of China
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i. China's Progress in Sociocconomic Development and
Results of Japan's Aid to China

1-1. Progress in Socioeconomic Development

How has China's sociocconomic development progressed since the Committee
on the Country Study for Japan's Development Assistance to the People's Republic
of China?

The First Committee on the Country Study for Japan's Development Assistance
to the People's Republic of China was cstablished in 1989 and chaired by the late
Dr.Saburo Okita. The Study Committee made s final report in December 1991 and
submitted it to the president of the Japan International Cooperation Agency (HCA).

At the time the First Study Committee made its report, around 10 years had passed
since China had initiated its reform and openness policy; at that time China's
macroeconomy was unstable, and the possibility of delaying or reversing this policy
existed. In this context, the First Study Committec's report supported reform and
openness, and focused its proposal on stabilizing the economy, curbing inflation, and
resolving bottlenccks in infrastruciure.

_Aboul seven years after the First Committee made its recommendation, and the
Second Study Commiltee (chaired by Professor Toshio Watanabe, Graduate School of
Decision Science and Technology, Tokyo Institute of Technology) was established. What
follows are the major points of progress made in China’s sociceconomic development

from 1991, when the First Study Committee made its recommendation, to the present,
1998.

China has maintained a high rate of macroeconomic grdwth and has
continued to curb inflation, giving it a relatively stable base.

In terms of the macro economy, a high growth rate close to 10% has been achieved



in the over 20 years since the reform and openness policy has been in effect, and with
the cconomy's internationalization and systematization progressing, China's economny
has achicved a major qualitative furnabout that should be judged as an affirmation of
the policy.

Since 1991, China’s real GDP has grown at an average ratc of nearly 11%. After
Deng Xiao Ping's 1992 Spring Tour of the Southern Provinces, the economy overheated,
with double-digit inflation between 1993 and 1995. However, with the adequate
monetary tightening policy worked out thereafter, inflation fell to 6% in 1996 and to
3% in 1997, figures indicating that China's cconomic base is relatively stable.

In terms of fiscal reform, as a pl;m 1o dissolve the chronic deficit, a revenue
sharing system was introduced in 1994, The revenuce sharing system clarifies the
division of responsibitity between the central and local governments, with the aim of
centralizing 60% of fiscal revenue in the central government. In order to simultaneously
compensate for the deficit, oans from the Central Bank have been stopped since 1994
and a two-pronged financial budget consisting of an ordinary budget and a construction

budget was established, with construction budget deficiency compensated for with
nattonal bonds.

Financial reform is also proceeding rapidly, with functional reinforcement of The
People’s Bank of China, (2 necessity for furthering macro-level control) and the
advancement of commercial banks by separatling other national banks from policy
operations proceeding. '

The reform of state-owned enterprises is a mainstay in the fransition to a market
cconomy. At the 14th National Congress of the Communist Party of China, the goals
of establishing a modern business system and strategically reorganizing state-owned
enterprise (taking up the large and releasing the small) were set forth ; it was also -
clearly recognized that these goals should correspond with adjustment of the industriat
structure. Concemiﬁg the related organization, integration and reform of government
divisions, alter the National People's Congress in March of last year (1998), China
resolved (o substantially reorganize the central government structure. (For details on
hdminislralive reform, see Box 7, "Structural Reform,” and Appendix 6, "Distribution
Diagram of State Council Structure Following Structural Reform.")



Fig. 1-1. Changes in Real GDP and the GDP Growth Rate
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Fig. 1-2. Changes in Inflation
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Table 1-1. Financial Revenue {Unit: 100 million renminbi)
Year 1992 1991 1995 1956 1997
Central govermment 979.51 29065 1,256.62 3,661.07 4,2269
Local government 2,503.86 23116 298558 374692 4,424.2
Total 3,483.37 52181 6,2422 740799 8,651}

Data: China Siatistical Yearbook 1998




On the social front, cfforts are being made to eradicale poverty and regional
disparities and to reform medical service and education.

China's poor population numbered around 250 million in 1979, 125 miillion in
1985, and was reported to have dropped to 50 million in 1997, (In 1985, the poverty
linc in China's agricultural sector stood at 206 enminbi, the per capita annual income.

Adjusted against the inflation rate thereafter, the poverly line rosc to 630 renminbi in
1997.)

Fig. 1-3. Poor Population (unit: 10,000 people)
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As a countermeasure to poveriy in China, the Leading Group Office of Poverty
Alleviation and Development was established in the State Council in 1986. In 1994,
the National 8-7 Poverty Reduction Plan was established as a mid-term goal. With the
goal of eliminating poverly by the year 2000, 592 podr pfefeclures were identified
throughout China in which anti-poverty measures would be concentrated. Moreover,
to resolve disparities between coastal and interior zones, investment slressing
infrastructures (such as for railways, roads, irrigation and water supply facilities, and
drinking water facilitics for farming villages) in interior zones is underway.



In terms of China's educational reform, the document "General Plan for Educational
Rcform and Development in China" was released in 1993, Based on market and
competitive theory and meritocracy, reform is being cacricd forth in pursuit of diversily,
elficiency, flexibility and openness. Since the middle of the 90's, China Project Hope
has been in force, collecting contributions from donors and various organizations to
construct schools in order to promote education particularly in remote regions or poor
agricultural and mountain villages. In addition, over a three-year period from 1997 to
1999, the State Educalion Commission and Ministry of Finance is utilizing special
funds to support the enrichment of compulsory education in poor regions.

Table 1-2. Human Development-Related Indexes

Average of
index _ China Thailand Indonesia Japan All Developing
| : I IR IO S __Countdes
Human Develepment Index (HD) 108h $0th %th 7th 175 countrics
ranking R e f oM ibe word
Life expoctancy (in years) at biah; 1994 68.9 69.5 63.5 9.8 61.8
‘i;é}ccnlagc {55} of population withowt | b R
access 10 heahth services; 1990-1995 | 12 I .10 1 ‘7_ R 0
Percentage (%) of population without L
sccessoste varea 19901995 | P p WO o
{nfant mortality rate (%), 1994 -~ 43 29 33 - 64
Underweight childeen under age 5 (%); 16 2% 35 B 12
1994 —— e —— U Y A S . i s aE ————— —————— e — e .
Adult literacy rate (%) 809 93.5 83.2 99.0 69.7
“Gross cnrollment rate for the elemenary| | | |
secondary, and higher education levels 58 53 62 8 56
(%), 1994 '
Data: UNDP's Human Development Report 1997, et

A look at health and medical care in China reveals a rough mortality rate of
6.51%c in 1997 - hardly inferior to the ratc in Japan for this same period 7%e. The
rate of population growth for the same year was 10.06%0, an improvement from the
14%. seen during the second half of the 80's (total population in 1997 123,626,000).
Average life expectancy for 1997 was 69 years, higher than the average of 62 years
among developing countries and on the evel of middle advance nations. China's
mortality rate began to drop at the beginning of 50's and currently fluctuates between
6 and 7%o -- a figure that has remained relativly stable since the 70's. Thus, its efforts
in primary health care (PHC, which is not merely about diagnosing and treating illness
but about the necessary elements involves combining to improve health conditions at
the regional level) with a socialistic tinge have been meritorious.
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Effoits for inproving the cavironment, securing food supply, and dissolving
bottlenecks in energy infrastruclure are continuing.

Although China's environmental problems are extremely serious, the government
is well aware of this and continues to implement specific measures. Initiated in 1996,
The National Ninth Five-year Plan and Long-term Targets for the Year 2010 for
Environmental Protection is a basic plan that stipulates environmental protection {argets,

the government is curreatly striving to protect and improve the environment in line
with this plan.

Concerning air pollution, the Law on the Prevention and Control of Air Pollution
was revised in 1995 to implement new, additional measures to restrict the use of coal
having a high sulfur content and other pollutants.

In the area of water pollution "Three Rivers, Three Lakes", has been given priority,
Particularly in Huaihe, countenmeasures are undertaken energetically such as (o impose
duty upon all factories in the vasin to achieve cmission standards by the end of 1997

In addition, the Chinese government is altempling to establish clear a policy to
address the problems it perceives with short- and mid-term market fluctuations in food
supply and long-term supply and demand prospects. Oiher.effrorts‘ are being made to
achieve a balance in income between the agricultural ‘and non-agricultural sectors, to
provide infrastructure and advance technology to break through resource limitations,
and to form wide-area markets distribution infrastructure.

The construction of energy infrastructure is advancing and the bottlenecks
restricting economic development have been alleviated somewhat, The capacity of
clectricily-genérating facilities grew an avémge of 9% between 1991 and 1995, reaching
210 miltion kw in 1995, During this same per.iod, the railway's commercial distance
increased 3,000km, ma.king a total distance of 57,600km in 1997. Roads covering
92,000k were built or repaired, bringing total road length to 1,226,400km in 1997

'CONOMIC G ial Developotent and Long-term Targe




1-2. Contribution of Japan's Aid to China since the First Country
Study for Development Assistance to the People's Republic of
China

Japan's aid has contributed to China’s modernization and progress in reform
and openness.

1-2-1. Overview of the First Study Committec's Recommendations

The First Study Committee's December 1991 report recommended new basic
principles for aid to China along with priority zones and arcas. The content was as
follows.

(1) New basic principles

Principle 1: Friendship with China for world peace

Principle 2: Support for economic reform and openness

Principle 3: Remedies for dislocations brought about by economic growth
Principle 4. Consideration for China's immense population and territory

(2) First Study Committee's priorify areas of cooperation with China

a. Promotion of economic reform and development:
To support economic reform and resolve bottlenecks to cconomic development.

b. Promotion of balanced economic development:
To expand food production capacity, reclify interregional disparitics, ameliorate
urban problems.

c. Realization of sustainable development:
To protect the environment, prevent poliution, and promote woodland
reforestation and afforestation. '



d. Promotion of Sino-Japancse cultural exchange:

To promote exchanges of young people, research in Japan, and the protection
of cultural assets.

(3) Priority geographic zones for aid to China

a. Coastal zones:

To support private sector activities and provide infrastructure, which has been
bottlenecked, or engage in soft-style cooperation,

b. Resource-endowed zones of the interior:

To coforce their role as resource supply bases 1o coastal zones while
emphasizing internal development on their own.

¢. Poor zones of the intertor:

From the perspective of rectifying differences between zones that arise from
development, to provide for basic human needs {BHN).

1-2-2. Results in Priority Cooperation Areas

(1} ODA loans

Between 1979, when QDA loans started, and 1996, 210 loan disburscmenis
were approved, amounting to over ¥1.85 trillion. The total provided in the twelve
years from 1979 1o 1990 was ¥990 billion, and the total ffom 1921 to 1996 was
on the order of ¥850 billion. A look at the average sum provided on an annuat
basis reveals that the sum from 1991 to 1996 was about 1.7 times what it was
prior to 1990, making it clear that the sum increased rapidly from 1991 on.

In the priority area of promoting economic reform and development, a large
amount of aid has been extended toward the construction of basic
infrastructure(railways, subways, roads, bridges, harbors, power plants,

communications, etc.,) in line with the efforts to resolve botilenecks to economic
development.

Morcover, in accordance with the priority area of promoting balanced



cconomic development, aid has been directed toward the construction of chemicat
fertilizer factories, grain processing bascs, irrigation facilities and similar
cooperation in the agricultural field, as well as toward the construction of filtration
plants and other efforts to resolve urban problems.

Concerning the achievement of sustainable development, from 1990 to 1997
there were around 16 projects pertaining to environment, and the parcentage of
such projects will account for a larger of the whole henceforth. The 4th ODA
loan, which began in FY 1996, targets 40 projects in the three years between
FY 19926 and FY1998, and the intention to provide a total of ¥580 billion has
been announced.

Fig. 1-4. ODA Loan Performance
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{2) Grant aid and fechnicat cooperation

Among priority arcas distribution is stable from year to year. Cooperation
particularly for the promotion of economic reform and economic development,
and for the promotion of balanced economic development, is increasing smoothly.



In line with the promotion of balanced economic development, cooperation
in the arca of heafth and medical care, grant aid cooperation and technical
cooperation is being focused on Beijing, Shanghai, and other major cities.
Cooperation in such forms as provision of advanced medical cqui'pmcnl and
facilitics and transfer of diagnostic and treatment technology are being implemented
at medical facilitics in these cilies with consistent results, In recent years, the
percentage of equipment granted to local hospitals has been increasing. Particularly
for the prevention of polio and the like, the challenge of providing proventative
medical care that has a firm cegional basis is being taken up. China’s anti-polio
project, which is based on aclive support of the plans of both the Japanese and
Chinese governments to eradicate polio, is involved in various types of investment
and aclivity. Activilics that are firmly rooted in the community are well reflected
in government policy-making, and smooth collaboration between departments
concerned with anti-polio activities at each level has been developed. In addition,
a team of experts including project leaders, has continuously engaged in activities
over the long term. These achievements have led to the foundation of solid relations
among the related Japanese and Chinese parties, and the project will serve as a

model for cooperation in the health and medical services ficlds targeting poor
regions.

Fig. 1-5. Grant Aid Performance
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As for cooperation for achieving sustainable development, emphasis was put
on environmental protection, pollution prevention, forest regeneration and
promotion of aflorestation, and a definite direction for such cooperation became
clear. With this as a turning point, full-scale cooperation was started off in the
environmental ficld, such as exemplificd by the Japan-China Friendship
Environmental Protection Center project, mainly with the backing of grant aud
and technical cooperation. In addition, cooperation has been proceeding in the
fields of industrial anti-pollution technology, countermeasures to air and water
pollution, enviconmental monitoring, afforestation, the prevention of desertification
and the like. With ODA loans, the provision of water supply facilities, sewage
drains and city gas businesses are being implemented as environment-related social
infrastructure.

Between Japan and China, Japan-China Agrcement on Cooperation in the
Field of Environmental Protection? was concluded in March of 1994 and in May
of 1995, the first Japan-China Comprichensive Forum on Environmental
Cooperation was held in Beijing, with the partiéipalion of the central government,
the local government, and civil organizations. The second Forum was held in
Tokyo in November 1997. In addition, September 1997 marked the 25th
anniversary of the normalization of refations between Japan and China, and then-
Prime Minister Ryutaro Hashimoto and Premier Li Peng gave their mutual consent
to The Japan-China Joint Announcement on Environmental Cooperation toward
the Twenty-first Centufy, with the Environmental Dévclopment Model City
Concept® and the Environment Information Network®. The Japan-China Expert

The March 1994 agreelﬁent between the related fapancse and Chinesc government offices to cooperate on the
monitoring of drainage handling and water pollution from the perspective of advancing level research
cooperation, In December of the same year, the fiest joint committee participated in by the related Japanese
and Chinese government offices was held, and cooperation on research focusing on nine projoects portaining (o
drainage handling, environmental monitosing, etc., was agreed to. (For Japan: Ministry of Foreign Affairs,
Environment Agency, Ministry of Interrational Trade and Industry and Ministry of Agriculture, Forestry and
Fisheries. For Chira: State Environmental Protection Bureau, State Marine Bureay, ete.)

For establishing model citics within China and (1) crealing countermeasures to air pollution (acid rain), {2)
creating circulating industeial and social systems that focus on industrialized production of fertilizer handling
the gypsum produced from sulfudic acid in the desulfurization process (3) creating successful examples of
eovironmental countermeasures that will be a mainstay to peevent global greenhouse ¢ffect and spread throughout
China.

For canstructing information networks ¢n a national scale, in cooperation with World Bank, to further advance
coaperation on development focusing on the Japan-China Fricadship Environment Protection Ceater by installing
computers for enviconmeni-related information processing in 160 major cities throughout China and then
supposting human resource development,

S -



Committee was established to study the definite content of cooperation for the
Environmental Development Model City Concept, and in March 1998, Dairen,
Chongging, and Guiyang were sclected as candidate cities.

1.2-3, Achievements of Allocation to Priority Zones

A look at allocation by zonc reveals that concerning ODA loans, the performance
in terms of sums reccived from 1979 1o 1990, by province, reveal that Shandong
Province was at the top (accounting for 13.5% of the total sum of ODA loans from
1979 to 1990), followed by Hebei Province (11.4%), Beijing (8.0%), Jiangsu Province
(7.5%) and Guangdong Province (5.8%). Thus, provinces receiving the top sums were
concentrated in the coastal zone. Morcover, in eleven provinces, even when QDA loans
were provided, the percentage that the sum received occupied of the total sum of the
ODA loans was not even 1%. However, the performance from 1991 to 1996 revealed
that the number of such provinces had dropped to five, and a rising trend in the sum
ieccived per province could be discerned. In terms of the sites which loans are provided,
there has been a shift from coastal zones to active development of central and western
zones. Although the ratio for the sums provided to cdaslal, ‘central and western zones
between 1979 and 1990 was 58 : 11 11, between 1991 and 1996, this ratio was 40 :
27 : 28, indicating a marked increase in allocation to the central and western zones.

Fig. 1-6. Changes in ODA Loan Allocation by Zone
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In terms of grant aid cooperation (including grassroots grant aid, disaster emergency
relief aid, aid for increascd food production, ete.), between 1979 and 1990, 69% of
the geant aid provided was concentrated in Beijing, followed by Jilin Province (9% of
the total grant aid between 1979 and 1990} and Shanghai (4%). Howcver, the
performance between 1991 and 1996 reveal that the percentage allocated to Beijing
fell to 38%, and a tendency toward dispersion to other regions was visible. Morcover,
although the performance until 1990 reveal that only 12 provinces were granted aid,
from 1991 1o 1996, grants were made eventy to all provinces. In addition, since 1991,
the method of granting aid to several provinces at once (6%) has been adopted.

Fig. 1-7. Changes in Grant Ald Allocation by Zone
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As for technical cooperation, taking into account the performance (constituling
development studies, project-type lechnical cooperalion, and provision of equipment
for technical cooperation) by which each province receiving a grant can be identificd,
there was a 10% incréase in grants received by the coastal zone since 1991, while
there was a decrease in the same received by multiple provinces and the central zone
during the same. Although the performance by each province is unknown, that for

the acceptance of trainees has increased sigmficantly since 1991 (1979 - 1990: 7.07
billion Yen; 1921 - 1996: 7.167 billion Yen).
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1-2-4. Results of Aid Policy Consultation, Project Formulation Studies, and

(1)

(2)

Surveys and Research
Aid policy consultation

When the proposal of the First Committce on Country Study for Japan's
Development Assistance to the Pcople's Republic of China, the Japanese
government's Economic Cooperation Consultative Mission (headed by Dr. Okita)
was dispatched to China in March 1992 for policy discussions with (he Chinese
government. Consequently, an accord was reached between the Japanese and
Chinese governments on policies covering S ficlds (a. economic infrastructure, b.
agricoiture, ¢. environment, d. health and medical services, and ¢. human resource
development) as well as on 3 region-specific policies (1. planning and development
of coastal zone infrastructure by cooperation funded by loans, 2. devclopment of
agriculture and farming villages to rectify inter-regional disparities, provision of
BHN (Basic Human Needs) in impoverished regions, and development of inland
regions making usc of their abundant résourccs, and 3. cooperation with a high
disseniination effcct making full use of regional characteristics).

With the consent of the Economic Cooperation Consultative Mission, Japan's
policy on aid to China was determined. The aforementioned areas and regional
policies are explained here.

The Japanese and Chinese governments hold conferences about once a year,
in either Beijing or Tokyo, to discuss ODA loans, grant aid, and technical
cooperation. Grant atd and technical cooperation are either discussed separately
or jointly. Dialogs on measures to be taken for priority areas of cooperation, as
well as discussions on projects of proposals for each fiscal year, have taken place.
The annual conference held in June of 1998 was the ficst trial joint conference on
ODA loans, grant aid and technical cooperatibn.

Project formulation studies
JICA's project formulation studies are particularly concerned with the

environment. A survey on air pollution in regions in the southern zone was
conducted in 1991, a general environment survey (focusing particularly on air

- 14 -



poliution) in 1992, and the first to third environmental area surveys in 1995 to
1997. On the agriculture sector, a survey was conducted and a report was made
on themes in China's agriculture, focusing on food distribution in Janvary of 1997.

(3} Surveys and research

In terms of the results attained by the Overseas Economic Cooperation Fund's
Research institute of Development Assistance, report on "Prospects for Grain
Supply-Demand Balance and Agricultural Development Policy in China” in
Scptember 1995; report on "Fiscal and Financial Reforms and Regional
Development in China” was announced in November 1995; on "The Major Issucs
of the Regional Development Strategies in China” in July 1997; and on "The
Reforms of State-owned Enterprises in China” in February 1998,

1-3. China's Evaluations

Last year marks the twenticth year of Japan's aid to China (which began in 1979).
Between 1979 and 1996, ODA loan disbursement amounted to around ¥1.85 trillion,
and technical cooperation (development study, project-type technical cooperation,
provision of equipment for technical coopération, acceptence of technical participants
for training, dispatch of experts, the youth invitation) is in excess of ¥100 billion.
Grant aid on the level of ¥100 billion was provided. (From 1991 to 1996, the same
figures were around ¥850 billion, ¥40 billion, and ¥41 billion.) The support provided
was on the level of ¥20,000 per Japanese national. Such Japanese aid had been
conducted for furthering an amicable relationship with China, also in hope that China's
stable growth would contribute to world peace

How has China cvaluated the aid that Japan has provided? Although no
questionnaire survey is currently being administered to the péoplc' of China concerning
Japan's aid, when former prime minister Ryutaro Hashimoto met with former vice
premier ZhuRongji during his September 1997 visit to China, the vice premier expressed
his gratitude, stating that ODA loans were highly significant to China's modernization.
Moreover, in this (the Second) Study Commitlee's field research, agencies concerned
to China made the following comments.
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First, the State Scicnce and Technology Commission (cucrently the Ministry of
Science and Technology, responsible for technical cooperation), which is the atd laison
agency, and the Ministry of Foreign Trade and Economic Cooperation (responsible for
ODA loans and grant aid) were unanimous in evalvating Japan's atd highly. The State
Science and Technology Commission, for example, made comments like the following
concerning Japan's technical cooperation.

+The efforts of the agencies concerned had achicved major results in China's
scientific and technological development and promoting friendship between Japan
and China.

«BEven when the investment itself was not major, the effects were large, proving
useful to the life of the people.

» Cooperative relations and personnel exchanges in a variely of arcas were forged.

s Japan's aid also played a role in the building of a major base for China's economy
and the promotion of trade between Japan and China,

Departiment of International Economic Relations and Trade, Ministry of Foreign
Trade and Economic Cooperation (responsible for grant aid) made comments like the
following concerning Japan's grant aid.

+* It has contributed to China sociceconomically.

+It has earned high marks patticularly in projects pertaining to social welfare.

*General grant aid contributed to improvements related to friendship between Japan
and China and cconomic relations and trade.

Moreover, the Ministry mentioned that they implemented a press tour ‘on Japan's
grant aid projects and actively engaged in publ.ici'ly to the nass media inside and
outside China and in making press releases. kt is not the case that the people of China
do not know of Japan's cconomic cooperation; in Beijing and other major cities,
hospitdls constructed with Japan's aid (the Japan-China Friends‘nip Hospital and the
like) and the water treatment plant in Jilin Province's Changchun Cily and other projects
are widely known by the public. The construction of schools and hospitals in the
intcrior zone is also said to be well known.

Department for Foreign Loans, Ministry of Foreign Trade and Economic
Cooperation, (responsible for ODA loans) made the following comments on Japan's
ODA loans.
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+ They have contributed to China's economic development since 1979,

+*ODA loans have been applied to priority projects in line with the policy of the
Chincse governmenl.

«JICA's developiment surveys play an important role in improving the effectiveness
of ODA loan disbursgments.,

For Japan's grassroots grant aid, the total budget is around ¥300 million, with a
per-project atlocation of around ¥10 smillion. However, because its cost effectiveness
is high, and the immediacy and flexibility present, direct aid to counteract regional
poverty is possible. Japan's aid is known from regional provincial heads (governors)
to the villagers, and the direct expression of gratitude has beea reported.

On the other hand, some agencies involved in the execution of aid projects have
expressed conceri that cooperation between Japan and China should make full use of
mutual expertise in specific fields, painting out that there were fields in which China
has accumulated specialized knowledge and technical know-how. In particular, these
agencies have requested that a consideration be made to actively employ Chinesc
consultants to participate in feasibility studies (F/S) and environmental assessment.

I-4. Lessons learned from Implementing Aid
1-4-1. Lessons learned from Implementing ODA Loans

To the present, nearly all of the projects for which ODA loans have been granted
have gone smoothly and been highiy effective. However, there have been delays with
some projects, for the following reasons.

*Projects have sometimes been delayed by tighter debt management within China,

*The currency exchange risk resulting from a strong yen has sometimes caused
delays at the agencies responsible for final repayment,

+ Difficulties with the raising domestic fund have sometimes delayed projects.

« Impoverished provinces are sometimes unable to shoulder the fund allowance
that they are obligated to, greatly delaying projects.

In such examples, the necessity of some sort of fund support from the central
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government can be said to emerge. Introduction of the "Long List and Rolling Plan”
method® applied by World Bank should also be investigated.

1-4-2. TLessons Learned from Implementing Grant Aid and Technical Cooperation

Although the problem of vertical splits in the agencies that serve as liaisons for
accepling aid exists, communication within Chinese government agencies continues to
improve, and information exchange with the Japanese aid-related agencices there is
becoming refined. One reason for this is the jointly held annual conference on grant
aid and technical cooperation. Moreaver, this fiscal year (FY98), to heighten cooperation
in the form of ODA loans, grant aid, technical cooperation, etc., a three-pronged joint
annual conference was held.

In addition, in revicwing the content of individually requested projects one by
one, cooperation on the creation of higher-priority plans based on sector surveys,
comprehensive regional development plan surveys, etc,, has also become important.
Specifically, Japan's know-how in comprehensive regional development planning has
been highly evaluated by the State Development and Planning Commission and
heightening the participation of this Commission and of the regional government

planning commissions in finding worthy projects will also be crucial to effective aid
implementation. ‘

In order to restore a “request basis principle™ limitation, in policy discussions
Japan has made active offers to China concerning arcas for it considers necessary for
China's development and for which cooperation is possible. To make such offered
projects succeed, not only is Japan's enthusiasm necessary, but also China's budgetary
measures, personnel assignment, and organizational and structural formation. Above
all, it is necessary to make the Chinese side fully understand all concerned matters, as

well as to put cffort in creating an environment in which projects could be actively
implemented.

This is a method for creating assistance plans that are efastic in terms of the sociozconomic situation and the
financial status. Not only does it target the projects of assistance agreed upon at the annual conference and the
like, but, based on the list of candidate projects for assistance, which includes projects of high priority in
terms of the sociocconomic development of the country receiving assistance (the "Long List"), each term it
reviews the placs for projects for assistance (the "Rolling Plan") and updates them.
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Morcover, in order to futther strengthen the project formulation and implementation
capacitics of China's atd-receiving liaison agencics and govermment offices, it is
necessary to encourage China to engage in joint project formulation with Japan and to
continue efforts to foster persons well-versed in aid for these purposes.

Although there have not been many requests for projects that directly target the
reduction of intetior disparitics and poverty, the providing of education materials to
impoverished provinces in the interior zone and the providing of medical equipment
to regional medical agencies have been effective approaches to the present. In order
to develop assistance to the interior zone, a combination of grassroots grant assistance
and Japan Overseas Cooperation Volunteers and the cooperation and coordination with
U.N.-related agencies, other bilateral aid agencies, NGOs, and other agencies working
to directly benefit the nnpoverished stratum wilt be necessary.
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2. Present Status of and Issues in China's Socioeconomic
Development

2-1. Present State of Socioeconomic Development

Unstable factors exist in macro economic growth.

A look back over twenty years of reform and openness in China reveals that
while cycles of high and low growth repeat themselves, an average growth rate of
around 10% has been attained. Particularly since Deng Xiao Ping's Spring Tour of the
Southern Provinces in 1992, the acceleration of growth had been extreme. Although
the tight policy thercafter resulted in relative macro economic stability that was
indicative of a "soft landing,” unstablc factors in defiance of it exist.

Macro control mechanisms are not functioning sufficiently.

Current macrocconomic stability is highly dependent on strict tight policy,
especially total control of loan ceilings. Moreover, price stability is partially supported
by a surplus in the supply produced, and latent inflation factors still exist. The
eradication of such total control of loan ceiling in 1998 has made the function of
macro control mechanisms increasingly important,

Looking at the public financial aspect, the ratio of the GDP that public finance
occupies has decreased; recovery from fiscal deficit is difficult due to factors such as
a dwindling financial performance in the people's economy, a slump in financial revenue

due to sluggish reform of state-owned enterprises, as well as deficit compensation and
price assistance.

Lookiﬁg at it from a financial market point of view, slate-owned enterprises are
unable to shift away from their stance of depending on commercial banks. The financial
market is now having to do the job of the public finance sector, i.e. it has to provide
funds which are unavailable in the public finance sector. Consequently, bad assets are
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accuinulating inside financial institutions.

Thus, the cureent macrocconomy makes it difficult to cffectively implement
financial and monctary policy against economic fluctuations.

The reform of state-owned enterprises is thought not to be progressing much.

The sccond issue in the present state of China's sociocconomy is the extreme
detertoration of the business conditions of state-owned enlerprises, which support a
major portion of China's economy. Morcover, the establishment of the three mainstays
of state-owned enterprise reform, joint stock or limited liability companies, mechanisms
for managing state-owned property and the administrative reform to support them, are
not progressing much. (In the central government's reorganization and consolidation
following the March 1998 National People’s Congress, Ministry of Power Industry,
Ministry of Coal Industry, Ministry of Machine Industry, Ministry of Metallurgy
Industry and Ministry of Chemical Industry were abolished and consolidated as burcaus
under the jurisdiction of the State Economic and Trade Commission. Morcover, the
Ministry of Electronic Industry and Ministry of Posts and Telecommunications were
consolidated into the new Ministry of Information Industry.)

The factors which constitute such a setting are that the state economy naturally
enacts the role of restraining and controlling the being of the pcdple's economy, that
there is no constitutional provision by which private property is prolectéd, despite the
fact that private economy is regarded as an important integral 'part of the Socialist
Market Economy, therefore leading to a restriction in the progress of market economy.
Some oihcr factors are that state-owned enterprises are in heavy debt, that the number
of excessive personnel has to be dealt with, that a social éc'curity system is behind in
- the making, that there is the ldng-ter:n accumulated problem regarding vested rights,
and that there are problems in regional protectionism,

The expansion of poverty and interregionat disparities has been substantial.
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'The one of focal point of the First Study Commitlee's recommendation was the
problem of substantial interregional disparitics resulting from fapid progress in economic
development. With the high economic growth, (wo types of income disparity emerged:
the coastal zone versus the interior zone and cities versus farming villages.

Although there was once a period in which interregional disparities were reduced,
they tended to increase thereafter, with no sign of reduction. Thus, the condition of
heightened disparities has continued. Morcover, although China's official announcement
numbered the absolutely impoverished segment of its population at S0 million in 1997,
application of the World Bank's "dollar a day” poverty linc standard would put this
figure at around 28% (350 million) of China's tetal population. Additionally, the layoffs
accompanying the reform of state-owned enterprises and the relative disparitics resulting
from increased uncmployment in cities and farming villages have continued to expand,
becoming possible factors in social instability.

Fig. 2-1. Increase in Income Disparity
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Challenges in the social sector are not being adequately undertaken.




An issuc closely related to the increase of poverty and interregional dispavities
concerns delays in the social sector, which inclades problems with health and medical
service, education, social securily, and women's issues, the result of which has been
an increase in interregional disparities.

Concerning health and medical care, over the past twenty years, total medical
expenses have accounted for around 3% of the GDP', and considering the increase in
the population, the absolute sum remains small. At government- and state-owned
enterprisc-type hospitals, which account for a major pottion of medical expenses, the
utitization of medical resources is not altogether effective. Morcover, the rigidity of
the financing system prevents sufficient allocation of budgets for medical care to the
interior zone, creating a trend in increasing disparity in health and medical care between
the interior and coastal zones. Interregional differences can also be seen in the range
of health standards. The infant mortality rate is not improving, while the maternal
mortality ratc is also at a high level.

There is insufficient education in nine northwest and southwest provinces, including
antonomous regions (Xinjiang, Inner Mongolia, Ningxia, Qinghai, Gansu, Tibel,
Guangxi, Yunnan, and Guizhou) and the level of education among the regions is
different. Morcover, the implemént’ation of market cconomy and the dercgulation has
led to differences in financial situations and tuilion scales among schools, resulting in
a decline of attendance of students categorized as coming from low-income families.
A contradiction between quantitative expansion and efforls at maintaining quality is
significant.

Unstable factors also exist in long-term agricultural product supply and
demand.

Although from 1995 to 1996 China's food shortage problem was the subject of
international debate, there has been a slight lull in the problem at present, with food
production in 1997 on the level of 500 million tons secured. However, in China’s
agriculture, grain production and supply arc unstable, and the problem of major

b Source: World Bank (19973 China 2020 Financi

-~



fluctuations in short- and mid-term production remains. Thus, the scale of China's
food exports and imports also fluctuates greatly, having a large effect internationally,
as well. Marcover, there are marked restrictions on land that can be used as farmland,
with farmiand diverted to foster industrially developed regions and the extensive use
of land progressing.

In addition, the disparities in productivity between the agricultural and non-
agricultural sectors continue to increase. Although the Chinese government aims to
rectify the production disparily by raising agcicultural prices, in consideration of the
issuc of fulure membership in World Trade Grganization (WTO) and the like, China
seems to have litlle margin remaining for a genuine venture into agricultural protection.

The deterioration of the cavironment and shortages of energy and
infrastructure is a grave concern.

One major theme taken up by the First Study Committec was environmental
problems. The marked economic growth occurring since 1985 has been accompanied
by increased encrgy utilization. In 1995, China's coal production was the world'’s lafgest;
1.3 billion tons. Chinese coal, which accounts for 75% of its energy consumption,
generally contains a high amount of sulfur. The use of this coal, as well as brown
coal and peat, is leading to a significant emission of sulfur oxide and soot.

With factory facilities becoming obsolete and delays in the introduction of high-
grade dust colleciion facilities, exhaust-type desulfurization equipment and other
pollulion—preve.nting facilities stemming from shortages of funds, the state of air
pollution is grave. In addition, the bollution of rivers, lakes, marshes and the ocean,
urban waste processing and other pfoblcnls accompanying the advancement of the
market economy and urbanization are becaming ever more serious.

The problem of bottlenecks in infrastructure and energy supply is evident, with
constant shortages of roads, railways, electric power and the like. For example, with
coal encrgy, the distance separating places that produce coal and places that consume
it means that reinforcing transportation infrastructure continues to be an ymportant
theme, and in terms of petroleum energy, increasing the net quantity imported is
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Box 1. The Issue of China's Membership in WTO

In 1986, China made a formal application
for entey to General Agreement on Tariff and
Trade (GATT), and in order to add iis name
to the list of countrics that founded World
Trade Qrganization in January 1995, China
sought to accelerate in the 90's negotiations
for its entry 1o GATT. Lowering its customs
duties for three consecutive years {from 1992
10 1994), China also reduced the number of
items for which import licenses were required
and repealed its import regulation tax (in
1992). Besides standardizing the Renminbi
rate in January 1994, China cul its average
customs dutics from 42.5% in 1991 to 35.9%
by 1995, Morcover, in 1992 there were 1,247
taxable items subjected (o quotas, licenses and
other non-tariff import regulations; this
number of items was reduced to 384 in 1997,
In such ways, China’s trade liberatization
progressed gradually. However, with no
agreement reached in negetiations with the
United States on whether it would have
standing as a developed nation or a developing
nation, and wilh safeguards against the rapid
import of Chinese products in various Western
nations, Japan and other countrics unresobved,
China ultimately faited to enter GATT by the
cnd of 1994,

Perhaps because progress in negotiations
for entry to GATT stalled and the domestic
regulatory costs of structural adjustment that
would be cntailed with the entry were high,
around 1994 China become fairly passive
concerning ils éntry 1o GATT. However, at the
1995 and 1996 APEC meetings, China also
vowed 1o lower its average customs tarif(f to
15% by the year 2000. Its actual custorns tariff
reduction in 1996 and 1997 brought down its
average customs tariff from 35.9% (its 1995
level) to 17%. By participating in APEC,
China advanced its trade liberalizalion.
However, concerning WTO membership, the

aforementioned problem with various Western
nations, Japan and other countrics has not
been resolved, meaning that China'’s actual
membership will be delayed until 1999,

For China, the positive cffects of WTO
membership would be the ability to fully
receive the advantages of trade liberalization
that WTO bestows. Efficicney in domestic
industey resulting from imports and direct
forcign investment and increased exporls with
no discriminatory (rade restrictions would
become possible. In particular, the United
States would automatically grant China most-
favored-nation treatment. Moreover, the
Agreement on Textiles and Clothing (ATC) at
the GATT Ucuguay Round would have the
effect of liberalizing textile and apparel trade.
Although China is the world's top exporter of
textiles and apparel, in developed nations other
than Japan, trade restrictions based on the
Multi-fiber Arcangement (MFA) obstruct
China's dominance. If MFA is repeated in
stages under ATC, China ought to be able to
greatly increase its textile exports to Europe
and America. According to our trial
calculations, China can increase its textile
cxports by 1.9 times the 1996 level, and in
terms of overall export value, there are
prospects for a 21% increase (about $31
billion) from the 1996 level.

If to comply with WTO membership
China fusther reduces iis customs duties and
moves firmly toward trade liberalization, the
domestic price of imported goods will decline.
Thus, while imports will increase, the price
level will fall, making increased export
competitivencss likely. Some people argue that
the membership in WTO and trade
liberalization will increase China'’s trade valuc
by 30-60% in 2005.
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However, as of 1998,"processing and
assembling and other types of trade exempl
from import duties constituted 71% of China's
imports and 59% of exports; thus,
liberalization stemming from WTO
membership will likely not have an cxpansive
cffect in this arca. Supposing that the lowering
of customs duties will have an expansive
elfect, it will be in "general trade”, which is
subjected to customs dutics. However, in our
triat calcutations, which were focuscd afier
1992, when China began lowering its customs
dutics for GATT/WTO membership purposes,
we could not clearly detect an expansive effect
on “general irade” resulting from China
lowering its customs doties.

The fact that the effect of lowering
customs dulics cannot be clearly seen can also
bz linked to the extremely high incidence of
smuggling. Although the Chinese gavernment
has been institviing enforced control of
smuggling since 1998, if smuggling is
eradicated and all importing is done correctly,
the lowering of customs duties ought to at
least have a small expansive effect on imports.

Considering all of the above factors
collectively, although a 20% increase in
expors can be expcclcd from increased textile
exporis from WTGO membership, whether it
will have an expansive effcct on other linports
and exports depends on China's ability to
effectively climinate smuggling. '

The negative effect of WTO membership
is that the competition with China's industry

set off by imported goods and the influx of
foreign capital would force strict restrucivring
and reforms in China's industry. Tt is
anticipated that liberatization would likely
have a greater negative effect in scrvice-
related ficlds than in manufacturing. Although
China’s manufacturing enterprises have aleeady
experienced (rial competition 1o a certain
exlent on the domestic and foreign {ronts,
because reform in the fields of banking,
insurance, foreign trade, commerce and the
like have been markedly delayed, leaving
these sectors uncompetitive. As the problem
of employment for vast numbees of workers
is also upon, the adjustment costs will likely
be large. However, making China's enterprises
¢ngage in competition with foreign forces
ought to be of benefit to China's consumers.
The nation's totat economic cost, which is the
adjustmental cost required for rcauangihg
employiment and restructuring enlerprises,
must be shouldered in order for China's
markel cconomty 10 progress.

As an APEC member, China promised to
lower its customs tariffs and did so in
advance. There are lessons to be tearned from
this in considering China's WTO mermbership.
Instead of raising the hurdles for WTO
membership, it might be more effective to let
China bocome a membyer first, and then appeal
(o its responsibility as a WTO member to
advance with liberalization. It is lime to
canclude the GATT/WTO membership
negotiations which took place for twelve
yoars.
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incvitable. Morcover, to combal the chronic shortages of clectric power encrgy,
increased demang for hydroclectric power generation and atomic encigy generation in
the future has been predicted. In relation to such developments, giving consideration
to staying in balance with the environment and ccological systems is crucial, and
improving the management capabilitics of China's administrative mechanisms will
become even more critical.

2-2. Development Challenges

Establishing a systemalized maiket economy is crucial.

As is scen in present state of socioeconomic development, the most important
current issue for maintaining stable growth, eliminating unstable macro economic factors
is the establishment of a systematized market economy. In order to achieve this, it is
crucial to create an environment in which the central government can exert macro
control ncutra!l:y and objectively. Also important are promoting administrative reform
that conforms to the teansition to a market cconomy; providing market-based financial
systems, telecommunications, traffic, transport and distribution mechanisms and other
infrastructure and the necessary statistical mechanisms.

In terms of China's overall economic structural adjustment, central and local
relations must be rcgulated, and the central government must play an active role in
d_emonslrziling macro contro} {unctions, establishing and i_mplemenling industrial policy,
rectifying interregional disparities, providing local infrastructure, and the like. While
China progresses with economic reform, it must convert its growth patterns and pursue
market syslems considering the environment and resource restrictions.

Important financial issues would be te devise effective tax collection, revise the
current taxation system to center on value-added tax, to implement these effectively,
and to establish a tax system (revenue sharing system) which fully considers regionat

factors and a reasonable relationship beiween central and rural regions.

Monetarily, conditions and environments must be organized from total regulatory
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means to allow the People's Bank (which is the central bank) to demonstrate
conventional monctary functions. In addition, as China aims to develop itls money
markets, another theme will be how it can advance its market cconomy by reinforcing

its short-term capital market and foreign exchange market and making its commercial
banks compete.

Box 2. The influence of Asia’s Currency and Monetary Crisis

Many people insisted that the currency
and monctary crisis (hat began in Thailand in
July 1997 and spread throughout Asia will
alsa reach China and thai a cause of the crisis
was China's substantial devaluation of the
renminbi exchange rate in January 1994, For
China to recover the cxport markets lost
through the drop in the exchanges of ASEAN
countrics after the crisis, many people argued,
China would make further reductions, which
would turn out inte a devaluation competition
among East Asian Nations.

However, already around 1990, real wages
in China's coastat zone and in other ASEAN
countries differed on the level of 2-4 times,
and it was inevitable that production bases for
labor-intensive indusiries would be moved to
China. For ASEAN countrics to recover from
the blunting of exports other than through
devaluation, they eould have improved current
accounis by restricting imports through strict
macco policy; thus, it is not accurate to view
the 1994 renminbi devaluation as the niain
cause of ASEAN's exchange crisis. '

From August 1998 to the present, China
has repeatedly declared that it will inaintain
its renminbi exchange rate. Moreover, the
peediction that it would lose its export markets
was also off: While being hit hard by
recession in Japan and Last Asia, China's

exports stilk recorded an increase of 0.5% in
1998.Considering the trade surplus of 4.5
billion US dollars recorcd in 1998, there is
little possibility that China will fall into a
CUITEncy Crisis.

Although China's forcign debt balance
was around $146.0 billion at the cnd of 1998,
88% was long-teem debe. Tis foreign currency
reserve is around $145 billion, which can fully
cover ils debt. Its debt service ratio (the ratio
that the sum of debt payment occupies in
foreign currency revenue in current accounts)
is on the leve!l of 10%, and a sitvation in
which foreign funds simultaneously flee from
China is unlikely to occur. It is a fact that
China's exporis have suffered relative
disadvantage from the fall of currency in
ASEAN countries and Korea. In addition,

- Asia’s currency and monetary crisis and

Japan's cconomiic stagnation has likely blunted
China's exposts bound for the rest of Asia and
Japan. Rather than China's devaluation and the
cutreacy crisis, the stagnation of China's
domestic economy should be of concern. In
1998, its GDP growth rate had dropped to

- 7.8%: for smooth reform of stale-owned

enterpriscs, growth on the level of 8% is
desirable. For this reason, the Chinese
government adopted various measures
includiag a massive public investment plan to
stisnulate domestic demand from 1958,
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The reform of state-owned enterprises must be advanced. l

The reform of China's state-owned enterprises concentrates state-owned asscts on
major state-owned enterprises responsible for critical industry and is progressing to
create large-scale state-owned enterprises, The adjustment of industrial suucture linked
to the strategic reorganization of state-owned enterpriscs is important. Specifically,
reinforcement of agricullure, basic industry, infrastructure, tettiary industry and other
elements is necessary. The organizational structure of enterprises and adjustment of
regional industrial structures are also important.

Issues accompanying the reform of state-owned enterprises include workers who
will be laid off in reductions of employees, sceuring re-employment and vocational
retraining for the unemployed, and establishing a social sccurity system. Such systems
must be immediately established as can reduce the various social burdens that state-
owned enterprises have shouldered to the present and altow the central and regional
governments to take them over.

Moreover, the hahdling of éccr.ucd dcbt, as well as possible new debt, by state-
owned enterprises must be sirictly monitored. In case of new investment, it is important
to eslablish a framework in which the main party executing the investment is to always
take charge of making the capital available. Another issue here would be to establish
a business management foundation and cducate owners and proprictors of busincsses
who exhibit a strong intent in terms of profit.

Poverty and interregional disparities must be alleviated and development in
social sector promoted.

First of all, the issue of eradicating poverty was one of how mich of a reduction
could be achicved in the poor sector of the population. In the mid-80's, the Chinese
government formed the Leading Group Office of Povcﬂy Alleviation and Development
in the State Council and began grappling specifically with absolute poverly. In the
90's, it also began dealing with relative poverty, and focusing on regional cooperation
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Box 3. The Layoff Problem

“Uncmployment" generally refers 1o a
situation in which a person who intends to
find a job unadble to do so; in China, the word
"layofi™ gencrally refess (o a situation in
which because of a decline in production ling
aperations or insolvency, the employece of a
state-owned enterprises is retained at home on
an allowance of some sort. However, in most
cases, reinstatement of cmiployees is impos-
sible, leading them incvitably to search for
acw work, Thus, "layofl” is cquivalent to "un-
employment” in meaning. In China's urban re-
gions that are home to state-owned enterprises,
Jayoffs are a major problem. Although offi-
cial numbers cannot be determined at present,
according to the June 16, 1998 cdition of
China Economic Review, layoffs in 1997
numbered around 11.51 miltion, out of which
80% were from state-owned énterpriscs. In
addition, the number of unemployed in urban
arcas in 1997, as Listed io the social' register,
was 5.7 million, making the unemployment
rate 3.1% by the register. Adding to this the
11.51 million peeple who are 1aid off brings
the unemployment rate to 9%. In consideration
of the fact that the actual unemployment rate
in 1993 was 4.3%, the increass in the unem-
ployed when layoffs are included is highly
substantial. In addition to the fact that 10 mil-

Source: Ajiken World Trends, No. 38 (September 1998).

tion new workers enter the work force each
year, a potentially unemployed population of
120 mitlion relocating from farming villages
to cities in search of work continucs to push
the job-hunting pressiire in citics to the limi,
The sudden rise in the uncmployment rate
heightens the possibility of social instability,
which in turn will inevitably shock Chingd's
reform and open policy. Thus, the appropri-
ale reemployment of laid-off workers is an ut-
gent social issue in China.

The Chinese governmenl is supporting the
reemployment of laid off workers by posting
occupational assistance bureaus focusing on
the recmployment process (known as the
"Reemployment Program™) in citics, enriching
its programs to reeducate aid off workers, and
systematically holding discussions with those
who have been reemployed. With its goal of
economic growth of 8% and government-
inttiated investment focusing on building
infrastructure (railways, roads, and watcr
supply and drainage), China is also promoting
its Chinese version of The New Deal Policy.
Morcover, owing 1o the nced to prevent
sudden relocation from rural areas to the
cilies, it plans 1o'engage in the urbanization
of small cities regionally.
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in The 9th Five-ycar Plan for National Economic and Social Development and the
Long-term Fargets for 2010 (referred to as the "9-5 Plan and Long-term Targets for
2010" hereafter). Particularly in the National 8-7 Poverty Reduction Plan, impoverished
districts are speeified and the investment of development funds concentrated there.
However, the gap has been widening between some districts that have been extricating
for themselves from poverly and others that have been in difficulty. In addition, as a
new method of dealing with the alleviation of interrcgional disparitics, China is forming
multiple growth bases (in the Changjiang ecoenomic belt, the seven major cconomic
zones? and nine major urban zones®) to allow economic development to permeate from
the coastal zone to the inland zone. It is promoting township and village enterprise in
the mid-west and is engaged in extending support and assistance from provinces and
cities in the coastal zone to provinces and cities in the interior.

A piimary issue in social development strongly related to poverty and interregional
disparities is in the arca of health and medical care: enriching primary health care
(PHC); improving the abilitics of those who engage in medical care, particularly in
rural areas; and instituting medical insurance systeins and the like. Morcover, in the
arca of education, both the enhancement of basic education and the rectilication of
interregional differences are important. The problem of unfair fee collection at primary
schools, of educating the children of the people who are relocating to the cities and
other new issucs must also be addressed.

In accordance with Deng Xiao Ping's directive toward accelerated reform and openness in his Spring Tour of
the Southern Provinces in 1992, the Eighth Five-year Plan was thoroughly reconsidered and the concept of
regional economic cooperation was decisively altered, wilh seven major economic regions supposed. This
type of thinking continued into the 9-5 Plan and Long-term Targets for 2010, which presented the concept of
immarent linkage of the economy to the rules of a markel economy, in line with geographic and natural
characteristics, Joing away with the blocks imposed by administrative divisions, and gradually crealing seven
ecanomic regions covering provinces, awtonomous regions and direcily connecting cities, using as bases central
cities and major roads, based on existing economic distribution. The seven economic regions are as follows:
the Changjiang delta and coastal region, the region around the Pohai Sea, the southeast coastal region, the
region covering some of the provinces in the southwest and south of China, the northwest region, the five-
peovince region in ceniral China, and the northwest region. {See Figure 2-2 and Table 2-1)

3 For details, see Figure 2-3 and Table 2-2.
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Fig. 2-2. The seven major economic zones
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Source: 'China Information Handbook 998" edited by Mitsubishi Research Institute, Ine

Table 2-1. The seven major economic zones

Name of Economic Population Total area -
o 3 ’ Ec % of GDP
Zone (million) (thousand k) Arca cmergd by the Economic Zone ol G
M Changjizg Delia and 168 1) From Shanghai in the east 10 (‘héngqing.(‘ity in the west: About
Changjiag Riverside the [4 ¢ities on the Changjiang siver delta (Shanghai, 20
Zooe Nanjing, Zhenjiang, Yanzhow, Suzhow, Wy, Changzheu
and Mantong in Mangse province: Hangrhou, atieg,
Huzhou, Ningbo, Shaoting and Zhoushan in Zhejian
provinced, plus 14 cities and 8 areas alonp the Changjiang
TvEr.

2) Bohai Zone 40 1,120 The four provinces of Hebei, Liaoning, Shandong and About
Shangi, 7 mengs and cities of Inner Moegolia, and the 25
two municipalitics of Beijing and Tianjin. The most
important areas in this zone are the Lisodong Peninsula,
the Shandong Peninsola, Beijing, Tianiin and Hebi.

@ Southeast Coastal 93 »23 Includes Fujian Provinee and Guangdong Province. The About

Lone most important areas in this zome are the Zhujinang river 13
2 and the southeast past of Fujian
@) Zeaz coasisting of some of 243 1,420 Toe provi.nccs of Sichuan, Guizhoy, Yunnan, Geangxi, Aboat
the provinees in Southwest Hzinan and Tibed, aloog with the Macming region of 15
Chira and South Chins. western Guandoag Province.

@& Noch east Zone 113 1.240 The three grovinces of Lizoniag, Jilin and Helongjiang, About
plas four mengs and cites of Taner Mongalia 12

& Zore coasisting of the 308 .8‘“ ¥ The five provieces of Heanang, Hubei, Hunan, Anhui and About

‘midle 57 proninces hengsi. 19

(D Northwest Zone 80 4,270 The five provinces of Shaanxi, Gansy, Ninguia, Ginghai About
and Xinjiang, plus three Mengs and cities of Enner 5
Mengotia,

Sotirce: ‘China Information Handbook 1998" edited by Mitsubishi Research inslilute, Inc.
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Fig. 2-3. Conception of the ‘Nine Major Urban Zones'
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Table 2-2. Conception of the 'Nine Major Urban Zones’

. Area Average L L
Population . .
Name of Urtian Zone Mons (thousand arca per Main gities Total Per capita
(miltons) |y | capita () filion doltars) | (doMars)
@ Beijing, Tianjin & Hebei Zone 84.48 2138 paop  |Betiing Tianjin, 8% 5 048
' ’ ' Shijiazhuang
@ Shenyang & Dalian Zone 4067 150 1,229  |Sheayang. Dalian 518 1421
yang
@ Jitin & Helongjiang Zone 62.46 810 3734 |Changchun, Harbin 579 927
@ Jinan Qingdao Zoce B6.75 150 1,130 [Jinan, Qingdao 866 999
8) Hunan, Hubci& Dangxi Zone 15257 550 g3 | Wehan. Changsha, 103.0 675
U AU NI S Nancang -
@ Chengdu & C.hon ing Zone 11214 560 125 {Chengdu, Chongging 62.4 554
2qing
@ Zhujian River Delta Zone 66.89 178 g2g | Cuengehon, Shenzhen, 919 1.418
Zhuhai L o o
8 Zone Covering middle and lower Nanjing, Yangzheu '
: . 5
reaches of the Changjing River 710 150 934 Hefei :ii, ,:“Ez,,
. . . Shanghai, Suzhou, Wuxi,
® Big Shangha Zone 10916 i84 1,007 Changrhos, Ningho, ngl,““ 1691 |,5-:'b9
Others 466 05 6,820 728 2287 563

Source: The Economic Research Institute Group of the State Planning Commission (19%6)
Note: In The original matenial, in the names of {frban Zone abbreviated forms were used for the names of provinces,
autonomous regions and cities. Here we have written therm in full.
In the case that data on an uvrban zone was unavaifeble, data on the geaeral administrative distnct was used instead.
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Agricultural development must be actively pursued.

In terms of the "hard-oricnted” aspects of the issue of agricullural development,
for effective wtitization of land and water resources to achicve sustainable agriculture,
the creation of an agricultural framework based on land preservation, regional planning,
land utilization planning and policy, provision of infrastructure for agriculture, and the
spread of technology must be promoted and information infrastructure provided.

In terms of the "soft" aspeets, aiming to counteract market fluctuations, appropriate
policy measures supplementing market function such as proper pricing and regulatory
measures, are necessary. Moreover, owing to the inevitabilily of a decline in the degree
of land utilization, il is time to investigate expanding the scale on which agriculture
operates and other structural policy.

Energy, and infrastructure must be developed in balance with environmental
preservation.

Environmentally, countermeasures to the velume of coal consumed, motorization,
and concentration of the population in the cities must be counteracted, and
comprehensive development of urban environments and public transport are iieccssary.
In terms of eneigy, efficiency per unit of energy must continue to be raised through
concentrated thermoelectric supply, the use of city gas and the like.

The need for infrastructure to cope with the vast scate of China's land and
population and its rapid development is tremendous. Here, the issue is one of how to
assign priorily to regions and various areas in central-regional relations. Moreover,
with the entire 'country in a"stringem financial condition, crucial is how funds for
building infrastructure will be allocated; high dependency on foreign funds and private
funds is predicted. Although projects with high economic efficiency tend to be given
pricrity from the perspective of economic development, achicving balance to rectify

intercegional disparilies, counteracting poverty, equal income distribution and welfare
will be an important theme.
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Henceforth, while cfforts are promoted to hold environmental deterioration to a
minimum, infrastructure must be provided in consideration of efficiency, encrgy savings,
and recycling.

2-2-1 Socioeconomic Scenarios

Based on the current status of and issues in China’s socioecanomic development
that have been broached to this point, the Second Study Commiiltee sets target year,
and envisions some sociocconomic development scenarios in order to study basic
directions for future aid to China. The target year is year 2005, six years from the
present( 1999). These seven years will cover the remaining two years in the present 9-
S Plan and the period of the 10th Five-year Plan, a draft of which is currently under
review. How will China's sociocconomic development progress during this period?
Based on the current 9-5 Plan and Long-term Targets for 2010 and World Bank's
"China 2020" report and statistics, China's population will exceed 1.255 billion in
2000 and seems that échieving the goal of holding the population to under 1.3 billion
as stated in the 9-5 Plan will be possible. However, in the target year of 2005, it
seems that the population will exceed 1.3152 billion. Moreover, GDP estimates based
on 1990 price are on the order of 4.8750 trillion yuan for 2000 and 6.9068 trillion
yuan for 2005, which would amount to per capita GDP of around 3,844 yuan for
2000 and of about 5,307 yuan for 2005.

Table 2-3. Goals in the 9-5 Plan and Long-term Targets for 2010

1695 2000 2010
GNP (unit: 100 million renminbi} : 170,000
) 57,600 85,000 .
(1595 price) : {2x the 2000 level)
Targeted growth rate {1995-2000) ' 8%
Population {urit: 10,000) 21,121 tnder 1.3 billion Under 1.4 billion
Food production (uait: 100 mitlion tons) 4.65 49-50
Electricity generation (unit; | trillion kwh) .00 1.40
Crude pet oducti
rude pe roh‘zu.m production .49 {55
(unit: 160 mitlion tons)
Unprocessed coal production
1298 14.0¢

(unit: 100 million tons)

Data: The 9th Five-year Plan for National Economic and Social Development and the Long-term Targets for
2010.

- 35 -



Table 2-4, World Bank's

"China 2020" Forecasts

Period 1985-1995 1966-2000 | 2001-2010 - 2011-2020
GDPgowhmle(®) | 85 Gowa) |84 Gforccas) | 69 Gorecast [ 55 dforecasn
B o ;99;4 o 2020
Populaion (omit: 10000 Do | M2sw
Average life expectancy ] eyes L ayen
’ ] Highesse 667
Food production {unit: 100 million tons) 4.16
Low case; 6.06
e e e S S l;lgh o g,gs, .
Food consumption (unit: 100 millien tons) 437
Low casz: 6.95
S *  Mighese 028
Food imports (unit: 100 million tons) 0.2}
Low case: 0.89
Data: World Bank's China 2020
Table 2-5. Actual Flgures
Year 1990 | 1998 | 1992 | 1993 | 1994 § 1895 | 1996 | 1997
-Total popu!;lmn (unit: 10009) ) ml;;_\;; 'I_IH;‘E:?; Ii?.l'l! ‘118,5” 119,850 | 121,121 122,33;9 123,626
Popaton gowth 70 | 1439 | 1208 | 160 | nas | w2 | 10ss | w04 | w006
.GDP {unit: 1 billion ;c:r;nbi: nominal) 18548 1 2,161.8 | 26638 -3,463.3 46622 532_6_1 6.859.4_ 14112
GDP qunit  bilion wenminbis 1990 pice) | 18548 | 20250 | 20130 § 26053 [ 29561 | 32685 | 35833 | 30056
"(;;:]:;"(“;;’ I ””;.8 i 92 t42 I}flﬁr '_7 126 105 9.7 g8 -
Poor population (uni: 10000) | 8500 | 9400 | 8000 | - | | 6500 | 5300 | 5000
;a_p:a;';‘._ODA provision (unit: $1 millic_n-)__ ___:_ 535‘3_. 1,050.8 |.350,?“ },4';94“ ﬁl_,;'EIB'G.’z 861.7 5769
Sources: Prepared from China Statistical Yearbook (1998}, World Bank's Chipa 2020, QDA White Paper, ete.

Table 2-6. Supposed Indicators for Target Years

Year 2000 2005
Total population (unit: 10,000} 125, 505 130,152
Population growih (1) o9 073
| GOP (onit 1 bilfion eominvi; 1990 price) | 47504 | 69068 |
GOP average growth 7ral7ei(7 %) - 30 o 66 )
Per copita GDP (uoi: reaminbi 190 price) | 3844 | 5307

Source: This Study Committee’s calculations.




3. Framework for Future Assistance to China
3-1. Basic Direction of Assistance

As described in Chaplers 1 and 2, since 1979 China has madce stiiking progress
in its reform and openness policy and transition to a market economy, indicative of
some progress from a system for a planned, state-controlled economy toward
deregulation and liberalization. However, the direction of creating a market economy
over the past twenty years has been accompanicd by unstable macro economic factors,
increasing poverty and intérrcgional disparities, and delay in social development, as
well as rapid economic development. The overall deterioration of the environment,
including the deforestation, soil crosion that were likely causes of the recent flooding,
and rclated problems have become striking. -

Henceforth, while China solves these problerus one by one, it will be necessary
to continue promoting the establishment of a systematized market economy. lHere,
"systematized market economy” refers to a new market economy system in which
macro economic stability, fair income distribution, environmenta pieservation and the
like are considered. This means crealing a market economy system desirable for China,
Such a system must be systematized and regulated to tackle issues such as developing
and implementing macro control and mechanisms (not by order of political nature
from channels above but including enactment of financial and monetary measures for
supplemcnting feasible functions of the market economy mechanism), establishing a
code for orderly competition among enterpriscs, establishing a safety network for
handling excessive numbers of personnel (a requisite for the reform of state-owned
enterprises), and education/training of medium- and small-sized enterprises.

The question looms: what lypé of market economy system will be best for China?
This is an issue for the Chinese pcople themselves to dcci_de, whi!c‘referring to the
systems of the West ahd_Japan and detecting dcvelopment' possibilities that will be
unique to China. Japan should systematically communicate to China its own experiences
and those of other countries, including examples of both success and failure, and should
maintain a position of "Thinking together; Finding the means of resolution together.”

Moreover, in consideration of restrictions on Japan's ODA resources henceforth
and the size of China's territory and population, assistance should be given focusing
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on the most imporlant themes in China's sociocconomic development. As stated above,
the various problems accompanying the progress of the formation of China's market
cconomy, such as increased poverty, interregional disparitics and cnvirenmental
deterioration, are urgent problems for China to solve. Although China's central and
local governments are also grappling with these problems in various ways, there are
restrictions in terms of finances, technology, human resources and the like; the fact is,
sufficient results toward resolving them have not been achieved at present.

Concerning cooperation with developing countries, including China, in May 1996,
the Development Assistance Committee (DAC) of the Organization for Economic
Cooperation and Development (OECD) made its report “Toward the 21st Century:
Contributing Through Development Assistance," advocating a reduction of the poor
population, the promotion of socioeconomic development, and the sustainability and
restoration of the enviropment. Since 1990, United Nattons Development Programine
(UNDPY) has issucd Huoman Development Reports annually, emphasizing the necessity
of human development that includes eradicating poverty and preserving the environment.

Such movement has been accompanied by the reinforced cooperation of World
Bank, Asian Development Bank, other international financial institutions, U.N.-relatcd
organizations, other bilateral aid organizations and private NGO, local government,
¢etc., on reducing poverty and intérrcgional dispdrities and improving the environment
in China. (Concerning World Bank, the granting of IDA funds to China is expected to
be terminated in 1999. To the present, the bulk of IDA funds has been directed toward
the poverty alleviation, égricuitural development, and the environment; for China, the

termination of these funds will mean even more stringent fund restrictions for poverty
and environmental issues.)

In Japan, the report by "The Council on ODA Rcform for the 21st Centuiy” was
made in 1997 and raises countermeasures 1o poverty, socioeconomic development, and
cooperation on the environment as crucial issues. It also states that the provision of

infrastructure continues to be critical and that henceforth, importance should be given
to areas difficult to handle with non-ODA funds.

Giving consideration to such activity, Japan, China's main and largest aid donor,
must shift from hardware oriented-type cooperation on providing infrastructure to the
reduction of poverty and interregional differences, social development (health and
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medical care, education, human devclopment, ctc.), and environmental preservation
and the like. Marcover, although cooperation in infrastructure development must be
extended for establishing a Systematized Market Economy, a big shift nceds to be
made in the direction of giving prioritized assistance in infrastructure development
ficlds where China tends to lack funds and technology, such as providing assistance
in poverly stricken regions, solving the problem of inter-regional imfrastructaral gaps,
and enforcing environmental protection measures.

Shifting assistance from expanding economic growth to creating a symbiotic
environment,

As a basic dircction that will penetrate this new type of aid to China in its entircty,
shifting assistance from expanding economic growth to creating a symbiotic'
environment should be emphasized. Henceforth, China must adjust its vacious interests
(such as in the relationship between the central and regional governments, coastal and
interior regions, urban and rural regions, the state and corporations, state and private
sectors, development and environmental protection) for establishing a Systematized
Market Economy. It must establish a globally-orientated refationship, Domestic versus
Foreign, i.e. versus neighboring countries including Japan, versus advanced European
countries and the U.S.A,, and versus other developing countries,

Geographically and historically a variety of diverse traditions, cultures, societics
and industriecs have developed in China, and rapid modernization has caused
interregionat differences to continue to expand, leaving many impoverished in the wake
of its growth. At the same time, the exhaustion of woodland resources, desertification
and the like have become urgent environmental preservation issues, demanding that
ecological issues also be considered along with modernization. Moreover, to secure
enough food to feed a population of over 1.2 billion, the preservation and devetopment

"Symbiosis” is an ecological term that describes the phenomenon of different species acting upon each other
and living together maintaining physiologically close connections. lo a socioeconomic conlexl_‘, it refers to
sharing among bodies with diverse objectives based on the criteria for pursuing such objectives. It is the
conscious act of those coexisting in tension resulting {rom differences in culture, values, and individuatity
creating rich relations in kind. Wheo "conviviality” and "symbiosis” arc used in relation to environmental
issues, such as in “the symbiosis of humans and nature,” it signifies that humans, who rely on nature for their
existence, are werking to preserve it in order to maintain this relationship of reliance. (Sources: Biology
Dictionary, Philosophy and Concept Dictionary; Iwanami Books, ete.)
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of traditional agriculture in farming villages along with the modernized sectors are of
extreme importance.

"Assistance for creating a symbiotic environment” refers to providing conditions
to facilitate a shift toward such development stages as compatible handling that not
only includes smoothly regulated profit sharing of various socioeconomic bodics to
achieve diverse values and objectives in expanding economic growth and giving priority
to production capacity but that also includes progress in modernization and universality,
in consideration of regional diversity, environments for securing food and like issues.
Specific directions follow.

a.  Assistance that gives more importance to the social aspects of development
(poverty, uncmployment, education, medical care, women's issues, social
sccurity, etc.)

b. Assistance 1o stimulate regional economic development, development of poor
provinces and regions in the interior zone, and interregional cooperation

c. Assistance to stimulate prevention of environmental deterioration, effective
resource wiilization, and cneigy saving

d. Assistance to stimulate stable agricultural production and improved agricultural

structlure .

Assistance targeting (he dissolution of bottlenecks in regional infrastructure

Assistance supporting the initivaties of the privale sector

e = ©

Assistance supporting South-South cooperation, respecting China's initiatives

3-2. Basic Stance of the Second Study Committee

In consideration of the restrictions on Japan's ODA resources henceforth and the
size of China's vast territory and population, it will be of utmost importance to focus
cooperation on the issues of highest priority, in terms of development need, that China
cannot resolve solely through its own efforts, and models for spreading the results of
cooperation will also be necessary. The Chinese proverb, "Use the good steel for the
sword's blade” is highly relevant here.

Additionally, it is of utmost importance that cooperation with China furthers
friendly relations between China and Japan and that the understanding and support of
the peaples of both countrics is elicited.
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3-3. Objecctives for Assistance to China

Contribute to stable development of China in the best way for the Asian
region, including Japan and cvery country worldwide.

Over the past twenty years (since 1979), Japan has provided aid to support China's
modernization, reform and openness with its hope for "Friendship with China for World
Peace,” the first new principle set forth by the First Study Commiittee. In future, as
well, this principle shall likely remain cffective and of utmost importance. In addition,
to bring about a greater effect from cooperation between Japan and China, clearer
objectives must be expressed, and understanding clicited to support both the Japanese
and Chinese. Thus, the Sccond Study Commiltee has specified the objective of
"contributing to stable development in China in the best way for the Asian region,
including Japan, and cvery country worldwide." Having the world's largest populalion
and its wealth of varied cultures and history, China is establishing a systematized market
economy and sccurely advancing mid- and tong-term sociocconomic development,
However, for various Asian countrics, including Japan and countries worldwide, this
is the best thing, and contributing to this stable development should be the basic
objective for Japan's assistance to China.

3-4. Current Understanding of the Principles of Assistance to China

Concerning the new, basic principles that the First Study Commiiltee recomnended,
the Second Study Committec investigated the current state of China's development
and ways to reach a new understanding of issues.

Principle 1. Friendship with China for world peace
Still valid today, this principle is considered to be the most important. In
order to elicit further understanding and suppdrl of the peoples of both countries
concerning Japan's cooperation with China, Japan's objectives for cxtending
cooperation to China should be stated more clearly, as described previously.
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Principle 2. Support for cconomic reform and openness

A clear difference between China's status at the time the First Study
Committce made its report and China’s current status, which is relevant to the
Second Study Committee, lies in the various issues accompanying China's rapid
modernization, reform and openness, such as poverty, interregional disparities, and
environmental deterioration. In keeping, a clear move from cxpressing support of
cconomic reform and global openness toward a position of supporting the
establishment of a systematized market economy, is necessary. This will more
strongly signify support of the policy necessary for socioeconomic development
beneficial to China from the perspective of mid- and long-term growth.

Principle 3. Remedies for disparities brought about by economic growth

Wilth the increase in poveity and imerrcgiolnal differences and the deterioration
of the environment resulting from rapid cconomic growth striking, this principle
has become more and more important, In relation, the areas of impontance specified
by the First Study Commitiee --" b., promoting balanced socioeconomic
development "and "c., achi_e\"ing sustainable development” - should be ckpresscd
to clearly reflect the objectives of "reducing poverty and interregional disparitics
"and of "environmental preservation.”

Principle 4. Consideration for China's immense population and territory
Although this principle has been partially understood to mean increasing
cooperation quantitatively in consideration of the immensity of China's population
and territory, with the restrictions in aid resources that Jépan is under today, a
switch from quantitative increase to qualitative improvement should be sought, In
keeping, it would be more appropriété to have this principle understood today as
one of focusing on priority points and extending thorough cooperation in
consideration of the diversity of China's population and territory. In addition, having

Japan's four ODA principles? further understood by China is a necessity.

The principles of the ODA charter of the Cabinet decision of June 1992 specify, "At a country's request,
comprehensively judge its economic and social situations, bilateral relations, ¢tc.," and give consideration to
four items: {1} compatibility of the environment and development, (2) avoiding military usage and use in
international disputes, (3) taking suflicient consideration concerning military expenses, the development and
manufacture of large quantities of destructive weapons and missiles, and the import and export of arms, efc.,

{(4) giving suflicient atiention to advancing democracy, striving to intreduce a market-type economy and ensuring
basic human rights and freedoms.
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Box 4. The ODA Charter and Economlic Assistance to China

Japan's cconamic assistance to China is
based on the principles of the ODA charter.
From the perspective of efforts to transit to a
market cconomy, China's Constitution clearly
presents policy for actively promoting
¢conomic reform and openness policy and
establishing a socialist market cconomy, and
activilies (o that end continue. Concerning the
rising trend in national defensc expense and
intentions (0 import and e¢xporl arms, Japan

From a 1997 ODA White Paper, (inal valumg.

has made vse of various oppotunities to ask
for China's understanding of the philosophics
of the ODA Charter, while also calling on
China o heighten military transparency. In
August 1995, Japan took measures to freeze
grant aid to China for as leng as Chira did
nol put a clear ¢nd to ils nuclear lesling; in
July 1996, China declared a moratorium on
auclear testing, and Japan recommenced its
grant aid in March 1997,

3-5. Priority Areas and Regions for Assistance

Priority Areas

Priority Regions

g N

Reduction of poverty and interrcgional disparities
Envitonmental preservation
Agricultvral development and {ood supply

Establishment of a institutionalized market cconomy

Future aid should center on the ceatral and
western regions?, with padicular emphasis
on impoverished regions.

The important areas for assistance to China as proposed by this Second Study

Committee are 1) the reduction of poverty and interregional disparities and 2)

environmental preservation. Henceforth, Japan's aid resources need to be concentrated

here. In close relation to these areas is 3) agricultural development and food supply,
and as a ficld that combines elements of all three of the above fictds, aid should be
extented to 4) supporting the establishment of a systematized market economy.

The Second Study Committce has assumed nine provinces and cegions in the central zone - Shanxi, Inacr

Mongolia, Jilin, Heilungjiang, Anhui, Jiangxi, Henan, Hubei and Hunan, and ten provinces, regions and cities
in the westem zone - Chongging, Sichuan, Guizhou, Yannan, Tibel avlonomous region, Shaanxi, Gansu, Qingbai,

Ningxia Hui autonomous region and Xinjiang Uygur autonromous megion.
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3.5-1. Reduction of Poverty and Interregional Disparitics

{1) Basic direction

The increased interregional disparitics stemming from China's rapid economic
development, rising unemployment accompanying the reform of state-owned
enterprises and rural poverty are severe. The importance of regional development,
particularly for impoverished regions, is evident. China is also aware that this
issue is crucial and has procecded to take steps in this arca. However, [ unds have
not been completely sufficient, making it difficult to tesolve pressing problems.

For this reason, many international agencics, bilateral aid agencics and private
NGO have been cooperating on the reduction of poverly and interregional
disparities. Although poverty and interregional dispacitics are the most important
issues for China to solve itself, from an overall humanitarian perspective
international support is necessary to accelerate the resolution of these problems.

Although Japan is also cooperating in the hopes of supplementing BHN
through grant aid and technical cooperation, in future, slrategic aid must be givcn,
with goals narrowed for the purposes of eradicating poverly' and interregional
disparities. In addition, providing infrastruciure and industrial bases in impoverished
regions through ODA loans is also important as another step toward supporting
anli-poverty projects. Overall, Japan's future aid to China should be shifted from
an emphasis on economic development to social development areas (health and
medical services, education, human development, social security, etc.).

In extending aid for the purpose ‘of reducing poverty and interregional
disparities, China's marked régional diversities and differences in development
stages and geographic conditions means that the special features of each province,
region, city, district and the like should be taken into account. Sufficient awareness
that aid methods will differ b)}' region should be made. Additionally, aid should
be developed that supports regional characteristic and independence, the
decentralization of power pertaining 10 aid advanced, heightened policy capabilitics
of regional governments (such as on the provincial, regional, city and district
levels), and regional development on a voluntary basis.
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Morcover, in developing aid projects in impoverished regions, it is also
necessary to confinm the status of investment funds and financiat aid for the regions
targeted. Generally, in China, even if a region attempts to raise funds on its own,
it is difficult for it to operate those funds on its own. However, some opinions
indicatc that this has begun to change in recent years.

In terms of central and local financial retations, although introduction of the
revenue-sharing system has established criteria for such relations, there are major
gaps belween the range of operation implemented by the local governments and
local revenue. Excluding some more affluent regions, the condition of all finances
remains steingent. In addition, experts are now debating whether the introduction
of the revenue-sharing system has resulted in promotion of fiscal decentrabization
or has encouraged the centralization of power.

In kecping with the above, it is necessary to plan the form in which aid
projects should be developed along with an understanding of the status of local

financial status and policy-determining mechanisms,

In consideration of ODA resource restrictions and China's large territory and
population, the Second Study Committee has, as its basic stance, emphasized the
neccessity of concentrated cooperation focusing on high-priority development issues
and creating models to spread the achievements of cooperation.

In an aid al:)proach that stresses socioeconomic development with the atm of
“reducing poverty and mleneglonal difterences, while large aid funds are not always
‘necessary, it is important to develop aid that closely adheres to the special features
of regions, and attention must be paid to the fact that even more aid-related human
resources will be necessary. However, in general, the more aid is dirccted to
socioeconomic and humanitarian assistance, the greater the concentration of labor
necessary and the longer the period reqmrcd to obtain rcsulls improving aid
efliciency engenders various conlradictions. Morcover, the basic stance of engaging
in concentrated aid priority to Spcciﬁc development issues or regions and advancing
the adoption of an aid approach that considers regional diversity and differences
in development stages and gcographical conditions might be incompatible.

The Second Study Comuniltec belicves that even because of the difficulty of
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2)

handling all of China's problems, cooperation on the reduction of poverty and
interregional disparitics should mainly focus on the creation of models. Even when
selecting approaches, cooperation methods in which results spill over other regions
and have a demonstrated effect must be sufficiently scrutinized. Specifically, efforts
to have Japan and China create new organizations that interscet and to consciously
form cooperative systems at various stages that lead to the selection of regions,
methods, implementation and publicity are necessary.

It is necessary to cstablish long-term follow-up systems for cooperation in
the reduction of poverty and interregional disparitics, and the result will hinge on
whether or not systems can be established that follow these issucs in spécific
regions and ficlds over the long term (5 to 10 years). On the regional level, both
cultivating aid specialists in China on the regional level (persons knowledgeable
of aid systems, procedures, ¢tc., in both Japan and China} and careful aid
development are necessary.

Health and medical services

Japan's cooperation in the areas of health and medical service to the present
has focused on grant aid and technical cooperation, the provision of high-level
medical equipment and facilities, diagﬁosis, treatment tec'hnology and the like to
medical agencies in Beijing, Shanghai, and other major cities and core regional
citics, obtaining uniform results and solid evaluation. In recent years, the percentage
of cquipment granted to regional hospitals has been increasing. For polio prevention
and the like, the undertaking of preventative medical service adhering to
communitics has also begun.

As for making progress in providing héalth- and ni'edical—carc, as part of
soiving problems of poverty and regidnal differences, it is necessary that medical
facilities in urban centers are equipped with advanced medical equipment and
technologies. Equally necessary would be to clarify the demarcation of cooperative
aclivities for primary health care, especially for disease prevention and sanitation,
in poverty-siricken regions.

In addition, in medical cooperation to China henceforth, placing emphasis
particularly on primary health care for impoverished rural areas is necessary for
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reducing poverty and interregional disparities. In rural arcas, based on the planning
indicators for achicving sanitation and health for rural residents in the year 2000,
the provision of a primary sanitation and health care net is the most crucial issue.
Although the Chinese government itself is schematically advancing these tasks,
owing to shortages of resources, the provision standards are not being adequately
met. There is a demand for assistance in upgrading the quality and standardizing
medical care in county epidemic prevention facitities and hospitals (centers of the
county medical care system), mother/child medical facilitics, rural health centers
and clinics in townships and villages {centers of regional medical care and cpidemic
prevention). Moreover, China lacks funds for adopting Japar's methods of treating
tuberculosis and parasitic diseases, a medical field in which Japan is relatively
advanced. Assistance in the prevention of epidemics which may become widespread
must definitely be provided.

In targeting impoverished rural regions, consideration must be given o
regional development stage, geographical conditions, culture, sociely, race, values
and other giverse factors, and careful measures are required. In addition, not only
Japan's specialists but also China's, community practitioners, NGO, and, most
importantly, the understanding, volitional and active participation of the residents
of the regions targeted arc necessary.

In targeting a wide range of regions with limited aid resources, the
centralization of cooperation, focusing on priorities, and creation of models are
necessary. Moreover, also important is information exchange and cooperation with
World Bank, U.N.-related agencies, bilateral aid agencies, private NGO and other
organizations engaged in a variety of cooperative aclivities in impoverished regions.

~As an exémple of the creation of models, some methods to stimulate
community participation include instituting primary hygiene seminars that include
mother-child health and family planning at each level regionatly to mainlain low
birth rates in impoverished rural arcas; engaging in education on awareness and
prevention of specific diseases for the entire community, including poor familics
taking care of an ill person; adopting social analysis measures; providing correct
information on the awarencss of communily members about specific illnesses-

what actions to take, prevention, treatment, home carc following treatment; and
other actual surveys.

_ 47 -



(3

Pasticular consideration should be given to the shorlages of doctors, nurses,
and other medical personnel in medical agencies below the district level in
impoverished regions and medical equipment also not adequate. Thus, cooperation
to provide related education, training and basic medical materials would be
extremely effective to improve the dedication of medical personnel. Since
particularly in farming villages a medical insurance system has not offered
complete coverage simultancousty and then the danger of impoverished families
with ill members collapsing, Japan must communicate its cxperience with
appropriate medical fee assistance systems and operation methods of mutual
assistance.

Reports on UNICEF's experience regarding the medical situation in China
indicate: a) Weakening of the provincial --> district --> county training system
due to lack of funds, b) Inclination towards treatment than prevention, ¢) Negative
effect due to an administrative stance wherein there is little cross-scctoral
relationship and wherein orders are fotlowed in a chain of command in a sectoral
relalionship (weak coordinating capabilities within the public healih and refated
regional agencies), d) insufficient reliability of project information on design and
monitoring of proceedings, and ¢) No precise feedback on information (sending/
recovering, self-recovery). Attention must be directed to these points.

Education and hurman developmeat

Proceeding with cooperation on education and human develobmem is the most
important theme in the reduction of poverly and interregional disparil'ies.
Particutarly for development in impoverished rural regions, changes in the
awareness and thinking of the residents must be targeted. Some empirical research
on the relationship between educational de\'el.opment and economic progress, which

- was conducted on a not-too-litile scale, has revealed that as for developing

counlries, investment in basic and primary education is more effective than that
in higher education. |

From this perspective, basic and primary education are particularly important,
and the spread of China's nine-year compulsory education and making a clean
sweep of ifliteracy among the young are positioned as critical goals. In
consideration of achieving these goals, supporting education in impoverished

districts in the central western region and concentrated cooperation and aid for
these regions are critical.
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A modet approach 1o basic education includes, first, improving school facilities
to do away with buildings that arc in danger of collapsc or other insufficient
facilitics. Tie-ups with China Project Hope, and active support of this praject can
be considered. Alse, constructing multiple clementary schools with the "Japan-
China Friendship” name in cach region makes it possible to give form to aid
from the Japanese people.

Along with the forlifying of facilitics, the quality of teachers is an absolute
necessity for improving the quality of cducation. Because the Chinese government
is not, at present, sufficiently promoting the training of new qualificd teachers
and retraining of current teachers, related efforts must be supported, teaching
methods and curriculum improved (particularly for science, math and foreign
languages), textbooks and other books and materials enriched, vocational training
implemented and other support conducted in parallel with basic cducation. i

Owing to extreme insufticiencics pertaining to cducation budgets, school
administration expenses, and the like, some kind of financial support must be
investigated. However, (o promote self-reliant efforts rather than depending outside
assistance, one plan includes opening the road to generate income through school-
run businesses (involving livestock, scedlings and the like).

Cooperation toward cnhancing basic and primary cducation is not just a matter
of providing general grant aid and technical cooperation but of both investigating
the further utilization of grassroots grant aid and, cooperating and acting in
collaboration with private NGOs activities or sister cities, are greater effect for
obtaining the people’s understanding and support.

Support for impoverisheﬂ rural areas

Exlremély poor rural areas in China are located in such zones as those between
mountains, dry zones, cold zones and zones of alkaline soil in plains that are
difficult to inhabit. There is no access (roads, etc.) to these such rural areas, and
electricily, water service, and mcans of communication are also limited. Water
utilization conditions are poor and farmland productivity is extremely low. Although
many farmers rely on rainwater and raise cattle, a single rice crop, pdl_alocs, sob,
beans and the like, their capacity in the face of natural disasteis is'cxtremcly
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limited. Morcover, issues of maintaining a livelihood remains unsolved, medical
service and educational organizations are lacking, and handicapped children and
endemic discase are frequent. The flourishes and arsenic poisoning occurring in
Guise and Inner Mongolia are discases linked to environmental pollution that have
their rools in long-term living habits. Fluorosis is caused by the coal used for
fuel in rural arcas and the drinking water; improving living habits, which would
inchude improving farmhouse furnaces and the like, is reportedly cffective.

Although China is implementing concentrated measures o eradicate poverty
in these extremely poor cural areas, fund payment is insufficient; thus, the support
of international organizations and bilateral aid organizations is hoped for. (The
central government's trial calculations put the required funds at 1,500 yuan per
persen, while the World Banks puts them at around 5,000 yuan.) Concerning
cooperation for this type of poor rural region, methods to select model regions
for development aiming at the reduction of poverly are being considered. Improving
basic production conditions (soil, water utilization, agricuttural production
technology, etc.) in model regions and conserving land and waler in regions
between mountains are necessary. Simply making rice terraces doubles the yield
pec unit of measure, Constructing small-scale ponds for raising fish both helps to
provide a valuable protein resource and 10 secure cash income; it is also said to
be effective prevention against the deterioration of water quality. If improving
cultivation using plastic and seedlings has the effect of increasing yield, it would
basically solve food supply problems (as indicated by China's State Council's
Leading Group Office of Poverly Alleviation and Development).

As for cooperation in this field, cooperation that would instigate a'seif-effort
by farmers is effective and it is important to select regions and approaches that
enable fund cooperation to have an external impact. Additionally, detailed surveys
on the expericnccs'other aid organizations (World Bank, Ford Foundation, GTZ,
ctc.) have had with their pilot projec.ls and joini investigation (using researchers
in Japan and China and mobilizing students) on the actual status of micro credit,

_ agricullura.! fund commiltees, local volunteer activities are necessary. Relations
- with Japan and China's sister cities should be active and investigations made into
how te dig up capable resources within the limited aid resources.
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(§) Social sccurity

In China, the soctal sccurity system, which includes old age insurance, medical
security, and unemployment insurance, is classificd in terms of occupational
calegories: farmer, public servant, worker in enterprise, cic. However, because
the social security system has a major impact on economic-system ceform and
sociocconomic development, the central government is actively confronting how
to reconstruct the system.

Owing to changes in the economic environment stemming from economic-
system reform and the increased necessity of mitigating the load shouldered by
state-owned enterprises and the like, for employee insurance (for public scrvants
and workers in enterprises), along with introducing a system for various social
fee bearing system, the systematization of social security administration work is
being tried out, and new systems arc coexisting with the conventional ones.

For farmers, although the existing system has been designed on the principle
of voluntary participation in'the arcas of old age insurance and medical security,
the entry rate is extremely low, and social security has not been systematized.
According to a Social Scientific Institute survey, until the end of 1996, a test run
of rural social insurance had only been attempted by 14% of the districts and
citics. Only 14.5% of farmers of eligible age have entered rural social insurance
or old age insurance, and 17.6% of villages are trying out the Rural Cooperative
Medical System, accounting for merely 10.1% of the farming population.

In future, the various trials currently under way will aim to establish basic
social insurance taw for social insurance based on the principles of unified systems,
unified standards, unified administration and unified regulation and to provide
regulations on old age insurance, medical insurance, workmen's accident
compensation insurance, and social insurance funds, as well as social insurance
fund administration methods and other critesia.

Administrative structural reform {the establishment of Ministry of Labor and
Social Security, with the old age insurance system currently transferred from under
the jurisdiction of several ministries) is also progressing. The first stage of the
construction of the rural social insurance system, in particular, will be completed
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in 2005, and in 2010, alt its basic elements will be activated. In 20185, rural social
insurance will be actualized and, tastly, coalesced with urban social insurance.

However, although with county guidance, rural social insurance is stated to
be systematized primarily in townships, with villages as bascs, because of the
major regional differences in rural economic development status, different
timetables and methods must be employed, based on the actual conditions of the
relevant place. Moreover, owing to the severe status of government finances and
residents' revenue, the environments will inevitably be these in which content is
also insufficient. Thus, in rural poor regions, simultancously grappling with factors
cxternal to the social insurance system, such as promoting the regional economy,
improving residents' income, strengthening the financial power of the regional
government, and providing tax systems to improve income distribution functions
are absolutely nccessary. Specifically, in spreading rural social and old age
insurance in impoverished regions, basic provisions for exiricating from poverly
in the relevant regions will be sought.

The nced for Japan's support in eslablishing this type of social insurance
system is great. The Ministry of Labour and Ministty of Civil Affairs have
expressed that they look forward to consultation and technological guidance based
on Japan's experiences in regard to concrete issues generating during the e’xccuti.ng
of policies, i.e. rather than to proposals regarding a social insurance system. For
cxample, the fuiere issues are such as sdcial insurance administration and control
mechanisms, of establishing executing agenci_es and administralive mechanisms,
and of research and inquiry on legislation pertaining to fund administration. In
addition, to combat the shortage of know-how concerning systems for securing
the minimum lifestyle, Japan's public welfare systems and the like could be
introduced by holding. related seminars in China, to which Japanese specialists
‘would be dispatched. Furthermote, such inquiry activities and technological
assistance are required for providing equipment for newly established agencies,
for the education and training of public servants who will administer social security
work, as welt as for researchers (in writing papers on social security, stimulating
leaders in each fie.ld, thus inducing them to enact guidance on policy

implementation), for public relations activities, and for creating an information
network.
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(6) Women and development

Comparison of the status of women in China with what it is in other Asian
counlries reveals that on the political and cconomic fronts, Chinese women's
participation in the determination of matters is on a high level; the Chincse
government's pelicy to promote women's liberation and equality of the gender
has been certainly effective in terms of women's social advancement.

The level of education and health and medical services is low in rural arcas,
particularly in low-income remote areas, and improving the situation is an issuc.
Reasons for this are the social norm of subjugaling women (women given lower
status) and the increased demand for labor in rural arcas accompanying the
adoption of the contracted production policy, as well as poverty! in rural areas
due to the progress of the socialist market economy.

Table 3-1. Gender Development index® (GDI; 1994)

Peroe ¢ Pescentage of

Gender crtcnlfigs: ° N Average life Adult litcracy enrolfment of primary,

"~ Country development ear?ing.u:;'znx expectancy {years) rate (%) secondary or higher

wndex (GDI) occupied by edecation (%)

women (&Y b e e

Women Men Women Men Women Men

Japan 0.901 339 828 76.6 99 99 7 79
‘Thailand 0.812 312 - 722 66.8 90.7 95.6 33 53
Malaysia 0.782 302 735 69.0 1.5 88.2 63 61
Phitippines 0.650 30.7 68.9 65.2 939 AR 80 15
Indonesia 0.642 29 65.3 618 71.1 £9.4 59 65
" China . 06%7 | 381 | 711|669 | 709 | 896 | 55 | 6t
India 0419 25.7 61.4 61.1 36.1 645 47 63
Bangladesh 0.341 210 535 509 215 494 32 47

Data: UNDP Human Development Report 1997

4 Although China's number of poor has decreased from 125 mitlion {1985) to 50 million (1997). 60% are
female. The All-China Women's Federation is developing activilies (o exlricate women from poverty as iis
conlinued, crucial theme following the Fourth World Conference on Women. The goal is 1o provide support
for one million irapoverished women by the year 2000 and to extricate them from poverty.

5

The gender dc\'elop}ncnt index (GD1) is computed as the average degree of attainment of basic human
capabilities (in tecms of life span, lteracy, education and income) for both sexes and focuses on incqualities
between men and women that emerge. These incqualitics are viewed as negative. When the degree of attainment
between the wornen and men of a certain country has declined or there are disparitics in a rising degeee of
attainment, the GDJ is lowered (UNDP).
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Concerning the enrichment of the education of female childeen in rural regions
and of literacy cducation for adult woinen, the training of teachers in impoverished
regions and the enrichiment of books and materials for the spread of the nine-year
compulsory education system, are sought. Examples include establishing cducation
development funds, providing support for school fees for children in impoverished
regions, training tcachers responsible for literacy education, securing literacy
cducation fees and materials, and providing support for continued education after
basic levels. In particular, the tradition being desirable for female children to lean
from female teachers exists; thus, the fostering particularly female teachers in
impoverished regions is being sought. In addition, support of Project Spring Buds,
which is a scholarship fund to support female children in attending school, and
the like is also conceivable.

Concerning the enrichment of health and medical services in rural areas,
support (o provide rural health and hygiene facilities, foster rural medical
practi'lioncrs, hygicne facilitators and other primary hygiene technicians and
imprave their capabilities is being considered, Within these areas, rural midwives,
who are ehgagcd in midwifery and related activities in rural areas, are declihing
in numbers. As they are crucial health and medical service personnel, improving
their technical level is necessary. However, fundamentally, the resolution to China's
rural poverty problem must be undertaken compiehensively, within which keeping
the benefit particularly to female children and women in mind is essential.

In China women are exposed to a negative effect béing genefated along the
adoption of reform and openness policies, despite women in both urban and rural
areas making significant contribution in cconomic activities. This is a social
problem for which a solution has to be found. There is a significant tendency for
corporations, in their pursuit of profits, to have a negative outlook on a female
work force. A State Labor Union survey reveals that 60% of the workers retained
at home are women. This "retaining” is actually a dismissal of state-owned
enterprises which have a surplus of personnel. They continue to receive the
minimum satary guaranteed (70-80% of the base salary they previously received),
and a period of three years is slated as the period for finding other jobs. When
they are dismissed from a state-owned enterprise, they no longer receive social
security, such as health insurance and pensions. Even if they are re-employed,
their status as women is a difficult one, The difficulty of employing female college
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