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Crucial debt audit helps gov’t
tackle borrowing

A yawning gulf

China’s National Audit Office
(NAO) on July 28 issued a brief
statement conf irming that it
would carry out an audit of total
government debt at the request
of the State Council, China’s
cabinet. The audit reflects the new
administration’s concerns about
surging borrowing levels among
the country’s local governments.
China has faced the threat posed
by growing debt levels since local
governments started borrowing
heavily to sustain economic
growth at the beginning of the
global financial crisis in 2008. The
borrowed funds were principally
invested in infrastructure projects,
which yielded very low returns.
The result is that concerns have
risen over the ability of local
governments to repay debts, as
such debts would expose China’s
economy to both systematic and
macroeconomic risks.
China’s ongoing national audit
is seen as the crucial first step
towards handling the debt issue.

Getting the true picture

According to a report in the
Economic Observer, the ongoing
audit will cover five levels of
government: central, provincial,
municipal, county and township.
Previous audits only covered

provincial, city and county-level
governments.
The audit will be able to uncover
the scale of borrowing at all levels
of government, an official from the
National Development and Reform
Commission was quoted as saying.
“The most important task at this
stage is to find out the real situation
(about government debt),” said an
official close to the NAO.
China has carried out two
previous audits into government
debt, with the first audit, conducted
in 2011, finding that China’s local
government debt stood at 10.7
trillion yuan (US$1.73 trillion) by
the end of 2010.
In June this year, after a random
audit, the NAO found that 36 local
governments owed a total of 3.85
trillion yuan by the end of 2012. The
debt was 12.94 percent higher from
two years earlier, said the NAO.

Addressing the problem

The current audit is seen as one
of the most crucial tasks facing
the new administration, as there
is currently no clear picture of
China’s debt situation.
Vice Finance Minister Zhu
Guangyao admitted in June that
the central government did not
know precisely how much debt
local governments had built up.

Speaking at a press conference
a h ea d of t h e f if t h r o u n d of
the China-U.S. Strategic and
Economic Dialogue, Zhu said
that China’s financial sector is
facing great challenges, including
underground lending and local
government debt.
Despite this, the new administration has come to grips with the debt
problem since taking office in March.
On April 17, Premier Li
Keqiang cautioned against local
government debt and massive
bank lending at a State Council
executive meeting.
At another State Council
meeting presided by Premier Li
on May 6, the government vowed
to investigate the extent of local
government debt and improve
openness and transparency over
local government budgets.
Liu Jiayi, auditor general of the
NAO, warned on June 28 that the
risks posed by government debt
may threaten China’s economic
development, and called for local
governments to improve their
management of finances and stateowned assets.
On July 28, ten days after the U.S.
city of Detroit filed for bankruptcy,
the State Council ordered the NAO
to launch a nationwide debt audit.

Relatively healthy debt level

The NAO’s 2010 audit data showed
that China’s local government debt
accounted for almost 27 percent
of the country’s GDP in 2010,
although many believe that the real
debt level was much higher.
Former Finance Minister Xiang
Huaicheng said that China’s
government debt was approximately 40 percent of its GDP in 2012.
I n t e r n a t io n a l i n s t i t u t io n s,
however, believe that the figure
is higher, with the International
Monetary Fund in its July estimate
putting China’s government debt
at 46 percent of GDP and the Bank
of America Merrill Lynch (BoFA)
putting the figure at 50 percent.
Even the highest estimate of 50
percent would mean that China’s
government debt is much smaller
than that of the U.S., Japan and
other developed nations.
BoFA believes that China’s debtto-GDP figure is still relatively
healthy compared to the U.S.’s
figure of 100 percent and Japan’s
200 percent.
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The Development Research
Center of the State Council, a think
tank under the cabinet, also views
the figures in a positive light. In
its August report, the think tank
said that the public sector’s assetliability ratio was at the “middle”
level by international standards
and the possibility of a short-term
debt crisis was low.
Most of funds borrowed by
local governments through
financing platforms were
invested in productive rather than
consumption projects, said Shang
Fulin, chairman of China Banking
Regulatory Commission (CBRC).
These projects may lead to shortterm cash crunches, but have
relatively good long-term returns,
said Shang.
Song Li, deputy director of the
Institute of Economic Research
under the NDRC, agreed. He said:
“A large portion of China’s local
government debt is facing shortterm repayment or a mismatch
issue. It’s more a question of
financial distress and will not
result in systematic risks or crisis.”
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Time to slow down talk of slowdown
By John Ross
Editor’s note: John Ross is Senior
Fellow of Chongyang Institute
for Financial Studies, Renmin
University of China. From 2000
to 2008 he was Director of
Economic and Business Policy in
the administration of the Mayor of London, a post
equivalent to the current position of Deputy Mayor.
The recent publication of America’s 2nd quarter GDP data, following
that for China, makes it possible to accurately compare the recent
performance of the world’s two largest economies and the results are
extremely striking. In the last year the slowdown in the U.S. economy has
been far more serious than in China. Therefore while both economies are
being adversely affected by current negative trends in the world economy,
China is dealing with these much more successfully than the U.S.
It should be noted China and the U.S. publish their economic data in
slightly different forms and it is therefore necessary to ensure that we
compare like with like. The U.S. emphasizes annualized change in GDP
in the latest quarter compared to the previous one; for the newest data this
means it takes the growth between the 1st and 2nd quarters of 2013 and
basically multiplies it by four. China emphasizes the growth between the
2nd quarter of 2013 and the same quarter in 2012.
But in the present case the conclusion is not fundamentally changed,
whichever method is used. If the method emphasized by China is used,
then, as shown in Figure 1, in the 2nd quarter of 2013 China’s GDP grew
by 7.5 percent compared to a year earlier, while U.S. GDP grew by 1.4
percent. This means that China’s economy grew at over 500 percent of the
rate of the U.S. economy. Using the method preferred by the U.S. China’s

annualized GDP growth in the 2nd quarter was 6.8 percent and the U.S.’s
was 1.7 percent, which means that China’s economy grew at 400 percent
of the rate of the U.S. economy.
If we take the whole period since the international financial crisis began
then the disparity in growth between China and the U.S. is even more
striking. In the five years up to the 2nd quarter of 2013 China’s GDP grew
by 50.7 percent and U.S. GDP by 4.5 percent (Figure 2).

China’s year on year GDP growth fell from 7.6 percent in the 2nd
quarter of 2012 to 7.5 percent in the same quarter of 2013 - a decline of
0.1 percent - or a 1.3 percent deceleration from the initial growth rate.
However the year on year growth rate of the U.S. in the same period fell
from 2.8 percent to 1.4 percent - that is by 1.4 percent or by 50 percent of
the initial growth rate. Consequently China’s growth fell marginally but
the U.S.’s growth rate halved.
None of this, of course, means that China does not have to take serious
measures to avoid further economic slowdown. I have argued for most
of the year that a moderate domestic stimulus package was required and
was therefore pleased to see the steps taken in that direction in July by
China’s economic policy makers with help to exporters, the temporary
lifting of VAT on small businesses and accelerated railway construction.
But the attempt made in some sections of the media to present a picture
that China’s economy in the last year has been experiencing “slowdown”
while the U.S. has been “recovering” is contrary to the facts. China’s
slowdown has been marginal while the U.S. economy has slowed
substantially.
The global economic discussion about the present world economic
situation is not about China’s “slowdown” and U.S. “recovery,” because
that is not what is happening. Instead it is “why is China coming so
much more successfully through an adverse global economic situation
than the U.S.?” And “why has the U.S. economy slowed so much more
dramatically than China’s in the last year?”
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Frugality drive targets
extravagant galas
China Central Television has made substantial
changes to the upcoming Mid-Autumn Festival
gala, including a drastic reduction in funding
for the program and local TV stations have
followed CCTV’s lead.
The measures are reportedly in response to
the recently issued ban on extravagant official
galas, which is part of efforts to improve ties
between the Communist Party of China (CPC)
and the people and maintain the image of
the Party and government amid an ongoing
frugality campaign.

Extravagant galas targeted

The ban, jointly issued by the Publicity
Department of the Communist Party of China
(CPC) Central Committee, the Ministry
of Finance, the Ministry of Culture, the
National Audit Office and the State General
Administration of Press, Publication, Radio,
Film and Television, states that authorities will
strive to curb extravagance in the organization
of official galas and urges improved supervision
and inspection of galas, budget control and
strict auditing.
It is felt that the majority of extravagant
galas are little more than vanity projects which
benefit a select group of people rather than the
common good, with some officials enjoying
substantial discounts for throwing lavish galas.
To counter the possibility of corruption,
authorities may not hold joint cultural
celebrations or performances with enterprises
or use their administrative power to force
lower-level public institutions, enterprises or
individuals to cover related expenditure. In
addition, the ban states that government funds
must not be used to hold commercial galas or
pay appearance fees to high-profile stars.
In the run-up to the New Year, Chinese
audiences are often overwhelmed by a plethora
of overly extravagant celebrations. The collective
staging of high-cost galas has been dubbed the
“New Year War” by the media and around 300
to 400 million yuan (US$48.9- US$65.3 million)
was spent on staging a dozen flamboyant galas
to celebrate the coming of 2013.
It is likely that the ban on extravagant galas
will put an end to such spending. Hunan TV,
the first domestic TV station to broadcast the
New Year gala, noted that it would air fewer
gala programs this year and the 2014 New Year
gala would be presented in a different way.
Many other TV stations are also looking to a
more frugal format for their New Year galas as
well as cancel celebrations and performances
for lower profile festivals.
There are also plans to increase public
participation in the galas in order to reduce the
often lavish spending on entertainers and stars
and CCTV is among the television stations
looking to do so.

CCTV’s Spring Festival gala [file photo]

Crisis and opportunity

Many entertainment tropes and cultural
organizations have been heavily dependent on
government purchases and public spending and
the ban will hit them hard.
In addition, entertainers and stars who
have benefited greatly from the increase in
gala programs in recent years will see their
performance fees fall as a result of the cutbacks
on galas and gala funding, with some industry
insiders estimating that performance fees could
drop by as much as 20 percent.
Perhaps the most important aspect of the ban
is its potential to make the Chinese cultural
(entertainment) industry much more marketoriented.
China’s cultural market has long been
bloated with flashy, superficial products which
have failed to sate people’s demands for high
quality cultural products. As a result of the ban,
cultural organizations will be forced to put a
greater emphasis on artistic creativity to survive
and gain a greater share of the market, which
should lead to a more dynamic cultural industry
in China.
Li Junwei, a professor from the CPC’s Party
School of the Central Committee, pointed
out that the move against extravagant shows,
as well as being part of the CPC Central
Committee’s criteria for curbing bureaucracy
and extravagance, is also a new opportunity for
improving the general cultural environment.

Responding to public concern

The importance of curbing extravagance has
been noted by President Xi Jinping, who,
speaking at the launch of the clean up campaign
to address official formality, bureaucracy, laxity
and extravagance, said: “Winning or losing
public support is an issue of CPC survival.”
Overly extravagant galas, especially those
organized with public funds, have tarnished
the image of the CPC and the government and
triggered a raft of public complaints.
Yao Huan, a professor from the Beijing
Administrative College, welcomed the ban,
saying that the majority of the public cares
more about the artistic quality of the shows
themselves rather than aesthetics and would
object to lavishing public funds on ostentatious
displays.
Pan Huaiping, an adjunct professor from the
Shannxi Provincial Party School of the CPC,
said that extravagant galas merely present fake
beauty and called for the return of pure art,
arguing that art’s genuine beauty cannot be
truly appreciated when galas are overly lavish
and overblown. The new measures to curb
extravagance will ensure that people’s needs
are met and galas cater for all rather than just a
select few.
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‘Warrior of
the Sands’
battles deserts
There are two kinds of work
that one can’t neglect: The
work you must do and the
work you like. Fortunately,
combating sand is what I
like and must do.”
— Wang Youde
Wang Youde is known
as China’s ‘Warrior of
the Sands’.

Many people do not think of China as a desert
nation, but the country’s deserts cover over 2.64
million square kilometers, or about 27 percent
of the country. The Ningxia Hui Autonomous
Region and Gansu Province are considered the
dust bowls of China, as much of the land is
sandy, dusty or is made of barren mountains.
Wang Youde is one of the people choosing
to stay near the desert in Baijitan, Ningxia, and
trying to push back the sand by planting bushes
in the sands. Wang, secretary of the Baijitan
committee of the Communist Party of China
(CPC), is renowned for battling to curb the
encroaching Mu Us Desert by planting 30,000
mu (about 2,010 hectares) of trees every year.
He won the title of national sand-combating
hero in 2007 and was among the 100 most
inspiring individuals selected by Central China
Television’s “Touching China” program in 2009.
Wang was born in 1954 into a Hui family
in Ningxia. His hometown, once replete with
lush grass and water, has seen its grasslands
disappear as a result of overgrazing and is now
afflicted by ever more powerful sandstorms.

Wang Youde and his colleagues work on the field.

In just one decade, more than 30,000 people
from more than 20 villages were forced to
leave their homes and more than 200 animal
species have disappeared. Seeing the increasing
devastation, Wang was inspired to take action. “I
made up my mind at that time to take back the
land seized by desert,” he said.
In 1985, he was appointed as vice director
of a forest farm in Baijitan. The farm was
practically barren and the workers were almost
inactive for seven months of the year. With an
annual income of only several hundred yuan
per year, most wanted to quit.
Faced with mounting problems, Wang
changed the farm’s focus and concentrating on
reclaiming desertified land and his campaign
has achieved noticeable success. In the first
year, the farm planted 5,093 mu (about 341
hectares) of trees and yielded profits of around
90,000 yuan (US$13,891). The once empty
farm was invigorated with new life and
Wang worked relentlessly to tackle the everencroaching desert.
Thanks to his efforts, Baijitan, which was
once covered by desert sands, is now a national
nature reserve with a variety of plant life and
stunning scenery.
Despite such notable success, Wang and
his crew has suffered many setbacks in their
crusade as the sand continues to reclaim some
of the land where they planted trees. Despite
the difficulties, Wang and his colleagues have
planted 480,000 mu (3,216 hectares) of trees
over the past few years, keeping almost 1
million mu (67,000 hectares) of desert under
control and Wang is adamant about his mission.
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China’s ongoing African
healthcare odyssey
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little is known about China, regale Chinese
people who travel there with the great deeds
and skills of Chinese medical teams, who even
refuse gifts from grateful locals, saying that the
people’s trust is their greatest reward.
The great deeds of Chinese medical teams
are not without risk. Most African countries
are situated in tropical areas, where poor
health conditions, vast numbers of mosquitoes
and diseases are rife. Local people have
long been afflicted by malaria, dengue fever,
Shistosomiasis, filariasis, ancylostomiasis,
venereal disease and AIDS and Chinese medical
workers strive to treat these diseases, at great
personal risk, often in very basic conditions and
with limited drugs and facilities.
In one instance in Mali, a Chinese medical
worker was operating on an AIDS patient when
the patient’s blood splashed into her eyes. After
a brief pause to get cleaned up, the medical
worker insisted on finishing the operation,
telling her colleagues that if she were infected,
she would not go back to China and hoped to
be buried in Mali after her death.
50 Chinese medical workers have died while
on foreign aid missions as a result of wars,
incidents and illnesses and most have been
buried overseas.

A Chinese doctor delivered twins by performing a C-section for a Botswanan woman in 1992.

Editor’s note: The year 2013 is
the 50th anniversary of China’s
medical aid mission to developing
countries. Over the past five
decades, China has sent some
20,000 medical workers to 51
African countries and regions to
provide medical services to locals
and train tens of thousands of
health workers.

A Chinese ophthalmologist examined a patient at a
hospital in Libreville, capital of Gabon, on November
9, 2007.

Chinese President Xi Jinping underscored
the longstanding deep friendship between
China and Africa when meeting with African
representatives at the Ministerial Forum on
China-Africa Health Development on August 16.
Perhaps one of the most striking aspects of
that friendship is that over the past five decades,
China has sent about 20,000 medical workers
to 51 African countries and regions to provide
medical services for local people and help train
tens of thousands of health workers. Chinese
medical workers are currently providing medical
services in 42 African countries and regions.
Chinese medical aid to Africa began 50 years
ago when in 1963, the Algerian government
asked the Chinese government to send a
medical team to Algeria to provide assistance
in the wake of the country’s national war of
independence. At the same time, China had
also survived severe natural disaster along with

the withdrawal of Soviet technical assistance
and the imposition of U.S. economic sanctions.
The resulting pressure on China’s economy
meant that the country was unable to build
its own healthcare system and faced a grave
shortage of doctors and drugs. Despite these
hardships, China assembled an elite team of
doctors from Beijing, Shanghai and Wuhan
who provided timely assistance to the Algerian
people. Their medical excellence and caring
attitude contributed greatly to improvements
in the health of the Algerian people and social
stability in the country.
Chinese medical teams not only help to
treat and prevent numerous diseases, but have
also introduced advanced clinical techniques,
as well as traditional Chinese medicine and
Western medical treatments to afflicted
countries. They also continue to train local
medical staff, creating “Chinese medical teams
which will never leave.” Chinese medical staff
have been dubbed “white-clad angels,” friendly
ambassadors and “diplomats clad in white” by
local people and governments.
Over the past half century, Chinese medical
workers have left their footprints across the great
continent of Africa, bringing hope and comfort
to numerous African patients afflicted by various
diseases, saving many lives in the process.
Due to the efforts of China’s medical teams,
even residents in remote parts of Africa, where

Chinese doctor Liang Weimin (right) operated on
a patient at a hospital in Brazzaville, capital of the
Republic of Congo, on March 12, 2013.

African doctors are amazed by the power of Chinese
acupuncture.

Speaking at the Ministerial Forum on ChinaAfrica Health Development, President Xi
said: “China is ready to work with African
countries and people to seize this rare historical
opportunity, adhere to equality, mutual benefits,
and win-win cooperation to better safeguard the
common interests of people in China, Africa
and the rest of the world.”
Health officials from African countries
a t t e n d i n g t h e f o r u m p r a i s e d C h i n a ’s
contribution to improved standards of health in
Africa and expressed the hope that China will
continue to help build their medical capacity
to help ensure that African health systems
continue to improve.
Dr. Hon. Ruhakana Rugunda, health minister
of the Republic of Uganda, paid tribute to
China’s continuing efforts in this regard. He
said: “Chinese medical teams send different
specialists to different African countries and
they help train nurses, doctors, and health
workers specialized in those fields.”
Also speaking at the forum, Dr. Mercy
Ahun, special representative for GAVI Eligible
Countries, GAVI Alliance, said China’s
experience in improving primary health care is
especially useful to Africa.
As China also started from a very low
level in terms of primary health care, China’s
experiences are more directly applicable to
African countries than those of compared
Western countries, she said.
You may also be interested in:
· President Xi visits Russia and Africa
· Experience China in the Republic of Congo
· China-Africa People’s Forum 2012
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China’s f lood and drought crisis
draws rapid response
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In Brief
» July 27 to Aug. 15:
China and Russia held joint anti-terrorism drill in
the Ural Mountains of Russia.

» Aug. 2:

An old lady was
displaced in Puning,
south China’s
Guangdong Province,
Aug. 18, 2013. Floods
triggered by continuous
downpours since Aug.
16 left eight people dead
in Puning. More than
100,000 people stranded
by floods were evacuated
to safe place.

China has been hit by a spate of disasters over
the past six months which have taken a heavy
toll on people’s lives and the economy.
Through July and August, northeast and
south China, including Sichuan and Guangdong
Provinces, suffered their worst flooding in
decades, with at least 125 lives being lost so far
and millions of residents affected.
Typhoon Utor hit Guangdong on August
14 and unleashed torrential rainfall in Heyuan
City, which led to serious flooding in which at
least two people are so far known to have died.
Along with the spell of heavy rain, which
caused flooding throughout China, parts of
south China were also afflicted by drought in
July and early August, which caused crops to
fail on around 900,000 hectares of farmland
in Anhui, Hunan, Jiangxi, Hubei and Zhejiang
Provinces, as well as Chongqing Municipality.
The drought caused a direct economic loss
of nearly 40 billion yuan (US$6.5 billion)
and record high temperatures, which pushed
thermometers above 104 degrees in at least 40
cities and counties, resulted in dozens of deaths.
The disaster was met with an immediate
response, with rescue teams being dispatched

to affected areas. In Chengdu, the capital city
of Sichuan Province, a 22,000-strong team
was sent to rescue more than 52,000 residents
trapped by rainfall-triggered flooding in early
July. On August 16, the central government
allocated 520 million yuan (US$85 million)
worth of emergency funds for six provinces
affected by flood and drought, aiming to
guarantee people’s basic living conditions.

China and the EU reached a settlement over
solar products. The EU adopted a price offered
by Chinese exporters and passed a regulation
exempting these exporters from provisional antidumping duties.

» Aug. 8:
Four senior judges at Shanghai’s Higher Court
were sacked for allegedly visiting prostitutes.

» Aug. 13:
75 deals were signed between the mainland and
Taiwan at a cross-Strait trade and culture forum.

» Aug. 16:
The Ministerial Forum for China-Africa Health
Development was held in Beijing.

» Aug. 18-23:
Kenyan President Uhuru Kenyatta visited China.

» Aug. 20-25:
Jamaican Prime Minister Portia Simpson Miller
visited China.

» Aug. 22:
China approves the free trade zone in Shanghai.
The trial of Bo Xilai, former secretary of the
Chongqing Municipal Committee of the
Communist Party of China (CPC) and former
member of the CPC Central Committee Political
Bureau, opened at Jinan Intermediate People’s
Court in Shandong Province. Bo was charged with
bribery, embezzlement and abuse of power. On
August 18, Liu Tienan, a former deputy chief of
economic planning, was put under investigation.

» Aug. 25:
Children in quake-affected areas in southwest China’s
Sichuan Province were receiving free vaccinations in
April 2013.

Serbian President Tomislav Nikolic visited China.
Singaporean Prime Minister Lee Hsien Loong
arrived in China for a state visit.
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