China’s government is much less impressive than many Westerners believe 
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IF THERE was one thing that the world’s tycoons agreed on at this year’s World Economic Forum in Davos, it was that the Chinese state is a paragon of efficiency—especially compared with the doltish, venal clowns in Washington and Brussels. “Beijing really gets things done,” sighed one American chief executive. “Their government people are so much smarter: it’s terrifying,” enthused one of the world’s richest men. The chalets resounded with stories of contracts rapidly signed, roads speedily built and young engineers designing brilliant cars and software programs.

There is indeed much to admire about parts of the Chinese government. Over the past 30 years the regime has overseen perhaps the biggest increase in economic well-being ever, with several hundred million people moving into the middle class (even if the state had previously been the main thing that held them back). China is led by a group of people who take government enormously seriously. 

For all this, there is something of a Potemkin village about the Chinese state. It is, after all, not terribly hard for a dictatorship to build roads and railways faster than a democracy can. Multinational companies and the educated middle classes are doing well from the state, but the poorer majority in this ever more unequal country get a raw deal. And even if some of its leaders are trying to move closer to Singapore’s model, there are countless stronger forces pushing in the opposite direction. 

Begin with the part of the Chinese state that is winning most praise abroad at the moment: education. In the recent rankings of school students by the OECD’s Programme for International Student Assessment (PISA), Shanghai hurtled to the top in mathematics, science and reading, ahead of more than 60 other countries. China is also being cited as the coming force in universities. The number of higher-education institutions has more than doubled in the past decade, from 1,022 to 2,263. The number of students enrolled in degree courses has risen from 1m in 1997 to 5m.

Behind this gleaming façade, however, not everything is what it seems. The new universities are real enough, though they remain middle-class bastions: very few of China’s poorer citizens get a look-in. But China’s schools are not as uniformly good as Shanghai’s miraculous PISA performance suggests. Investment remains low, even by developing-country standards. As far back as 1993 the state pledged to spend 4% of GDP on education: in 2006 the figure was still 2%, and the 4% target was put back first to 2010 and now to 2012. China Youth Daily, an organ of the Communist Youth League, has observed that China spends five times more on wining and dining local-government officials than it does on educating children up to 16.

The schools in the countryside are particularly bad. The recent abolition of fees has meant that more pupils now attend them, but it has also prompted local governments to cut back on full-time teachers. In the cities more money is spent, though it still usually takes a backhander to get a child into a good school. And many of the poorest children in the cities miss out on public education of any sort.

One example of this is indirectly provided by Shenzhen’s new civil society: a school for the children of migrant factory workers set up by the Ciwei Philanthropy Institute. The school buzzes with endeavour. It looks after 132 children who cannot go to the city’s schools because their parents, many of whom work for a nearby nuclear plant, are from out of town. That might seem fair enough for the children of temporary workers, but virtually all the pupils at this school were born in Shenzhen and have lived there all their lives. They are part of a permanent majority. Out of Shenzhen’s population of more than 14m people, only 2.5m are residents. 

These “black” workers and their children are not entitled to health care, education or pensions in the city because their hukou (residence registration) is elsewhere. In theory you can transfer your hukou from one place to another. With enough documentation, any child under 15 should be able to get free education in Shenzhen. But it is a fiendishly complicated and corrupt business, and many migrants don’t have the right papers. Some leave their children behind; others cough up for the 70 or so rudimentary private schools in the city. That saves Shenzhen’s mainly middle-class residents and the foreign companies based there a lot of taxes, but it also creates an almost apartheid-like class system. 

Much of the rest of Chinese local government is similarly skewed against the agrarian poor. Most of the main Chinese taxes go to Beijing; the central government then sends some money back to the provinces, and from there it trickles down through the prefectures to the lower levels of local government that are responsible for basic services. Chinese cities make ends meet through land-grabs. Property on the edge of town is bought, using compulsory-purchase orders that seldom pay the landowners properly, and then sold to developers, who sell on the houses they build to the richer urban middle classes. Caixin, a magazine, reported recently that revenue from land-rights sales made up 46% of all local-government revenue. That hardly seems sustainable.

The perils of making a fuss
Many people are angry about the quality of public services, as Yang Jianchang has found. He is in charge of the Luohu District Office of Market Supervision (Industrial and Commercial Bureau), which deals with counterfeiting; musty signs outline the penalties for producing fake Hermès bags. But Mr Yang, a deputy in Shenzhen’s Municipal People’s Congress, is best known for being China’s most accountable representative.

In 2005 he took the unusual step of opening a separate personal office. People and mail flooded in, mostly complaining about the government. Over the past five years he has taken up 3,000 cases on behalf of some 20,000 people. He has been threatened and roughed up; his health is poor. Some of the villains and bureaucrats whom he pursued—for instance, for selling unsafe food—have gone to prison. Many more have not (thanks to the intervention of what people in Shenzhen describe as “powerful interests”), but he has usually caused enough fuss for them to stop whatever they were up to.

Mr Yang is a proud party man: his office is adorned with pictures of him in his uniform and with citations from various Communist dignitaries. You might imagine that a regime on an anti-corruption drive might embrace this example of accountable government. But last October the National People’s Congress passed a law in effect banning deputies from setting up personal offices. The law applies across the country, and it seems to have been drawn up to stop people like Mr Yang. He has closed his personal office but mail continues to flood in, most of it by recorded delivery, so people know he has got it and will send it on to the right bureaucrat. 

All this points to the sheer unresponsiveness of much of China’s government. It may be fairly easy for the boss of a large Western multinational to see a senior state official, but for a Chinese citizen merely getting a few minutes with a lowly bureaucrat is an ordeal: he needs to fight his way past several offices, guards and indifferent assistants intended to keep him out. 

And the local satraps are not that much more responsive to Beijing either. The central government has the clout to compel bureaucrats to act quickly on issues of national importance such as foreign investment or responding to emergencies like the SARS epidemic; but on plenty of other issues the local government ignores them. 

For the clever young technocrats at the top, the medium-term prospects for the Chinese state must be quite frightening. The country needs to find a more secure way of financing local government. It must improve its current rudimentary health-care coverage, not least to cope with the ageing population that is the legacy of its one-child policy. Above all there are the demands of its increasingly affluent citizens. Most of them are well over half-way towards the income level of around $12,000 a year (at purchasing-power parity) which elsewhere in emerging Asia, notably Taiwan and South Korea, resulted in demands for greater political freedom and proper government services. 

A long, hard march
During Wen Jiabao’s much commented-on visit to Shenzhen last year when the city was celebrating its 30th anniversary as a special economic zone, he tried to alert his party to the perils of its position. “If there is no guarantee of reform of the political system,” the prime minister said, “then results obtained from the reform of the economic system may be lost, and the goal of modernisation cannot be achieved.”
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By Chinese standards Shenzhen’s “small government, big society” programme is fairly dramatic. The city has eliminated a third of its departments and scrapped a jobs-for-life pledge for newly hired bureaucrats; and through Ma Hong’s office, it is trying to outsource work to NGOs. Sunny Lee, the founder of the Ciwei school, points out that until recently it would have been unthinkable for a non-party member like him to set up a school. He talks about Shenzhen being “an El Dorado for NGOs”. Billboards around the city proclaim: “Civil Society: Grow Together”. 

But it is slow work. Although some departments have been amalgamated, the main bureaucrats have all kept their jobs, leading to an abundance of deputy directors (which also makes dealing with Beijing difficult). The structure is still complicated: technically only 40,000 people work for the city (teachers, for instance, are separate). Li Luoli of the China Society of Economic Reform points out that the local ministries and developers have been able to ignore Beijing because there is no specific local body behind political reform. A report on how to improve the local people’s congress has been shelved, and talk of an anti-corruption commission has faded.

There is also a deeper cultural problem. Most reformers want to devolve power, but for a government that likes to control things this is hard to accept. The reformers have not been helped by the financial crisis. The failures of Western capitalism have put a spring in the step of the state-owned enterprises, and of state-directed capitalism in general. Shenzhen’s reformers hail Hong Kong as a place where NGOs do a lot of the state’s work, but most of Hong Kong’s civil society is rooted in religion. The Chinese government is unlikely to let churches run schools; indeed, elsewhere in the country Catholic priests have been stopped from setting up networks of parishioners to check on old people, for fear that they might start proselytising. 

China may aspire to the efficiency of Singapore and Hong Kong, but it is nervous about the idea of a small state. This hesitancy seems to go right to the top. Even though Mr Wen called on Shenzhen to lead the way to reform, Hu Jintao, China’s president, who visited the city a couple of weeks later, did not reiterate the point.

The pressure from below will not go away. Mr Yang’s office may have gone, but online forums now catalogue the country’s bureaucratic disasters, even if they rarely name the guilty parties. Eventually the regime in Beijing will have to embrace government reform with the same gusto as economic reform under Deng.

Until then, whatever Davos man thinks, China will not provide many lessons in government for the rest of the world. If the West wants to improve the way it runs its affairs, it would do better to look to technology and management.

