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On 28 and 29 September 2016, the EU-China Social protection reform project SPRP and the Chinese National
Development Reform Commission organized in Beijing — Diaoyutai Hotel — a High Level Event to discuss Perspectives
of Employment Policy and Social Security Reform in China and in Europe between 2016 and 2020. This period
corresponds to that of the Chinese Xllith five-year Plan, and to the horizon chosen for the Europe 2020 Strategy for
smart, sustainable and inclusive growth. The EU Ambassador to China and Mongolia, Mr. Hans Dietmar Schweisgut,
and Mr. Wang Xiaotao, vice-chairman of the NDRC opened the meeting, where Mr Michel Servoz, Director General of
the European Commission Directorate General for Employment, Social Affairs and Inclusion delivered a keynote
address on the Perspectives of Employment policies and Social security in the EU. Over a hundred participants, at
parity between Chinese and European specialists coming from 11 countries and international organizations, discussed
a variety of crucial topics for the sustainability of social protection reform and its contribution to employment
promotion including in times of financial and economic difficulties. In total, some 20 communications were made by
renowned Chinese and European experts and decision-makers, over five sessions co-chaired by high level Chinese
and European personalities.

This Report presents the discussions held at the event, and reproduces the materials made available to all
participants. It is a cooperative production between the Chinese National Development and Reform Commission and
the EU-China Social Protection reform project.

WHAT IS THE EU-CHINA SOCIAL PROTECTION REFORM PROJECT?

As a successor to the EU-China Social security reform project (2006-2011), the European Commission and the Government
of China have formulated the “EU-China Social Protection Reform Project”, a new cooperation initiative aimed at
promoting social equity and inclusiveness of economic development throughout Chinese society — as well as cooperation
and dialogue between the EU and China in the same field. The Commission has decided to implement the action through a
grant contract to be concluded with a consortium of specialized public authorities and mandated bodies of the EU
Member States in the area of social protection. The consortium is led by Italy, and gathers institutions from Belgium, the
Czech Republic, France, Poland, Romania and Spain. The purpose of the EU-China Social protect ion reform project is to
contribute to the improvement and inclusiveness of China’s social protection system through strengthening the
institutional capability for developing policies, for implementing legal and regulatory frameworks and for supervising
systems of social insurances, social assistance and financial management in the area of social security. In particular, the
Project’s purpose will be pursued through the following three components, in relation to which specific Chinese
government entities playing the role of partner of the consortium have been identified: Component 1: Consolidation of
institutional capacity for social protection policy development and reforms in collaboration with the National
Development and Reform Commission (NDRC); Component 2: Enhancing of institutional capacity for financial
management and supervision concerning social security funds in collaboration with the Ministry of Finance (MoF); and
Component 3: Improving of legal framework and policy for social assistance in collaboration with the Ministry of Civil
Affairs (MoCA).

The NDRC Employment and Income distribution Department, the NDRC International Cooperation Center,
the EU-China Social protection reform project Beijing Office and the Component 1 technical team of the
EU-China SPRP jointly prepared this Document. Special thanks go to Ms Tang Ling, Mr Chang Hao, Ms
Wang Yue, Ms Wang Yingsi, Ms Ma Lan, Mr Fang Liangquan, Mr Zhang Guoqing, Ms Valentina Pignotti, Ms
Xu Chenjia, Ms Li Lingxi for their contribution to the organisation of the Event and to the contents of the
document. Thanks also to the translators who made this bilingual version possible, and to the company
that helped design the layout.

This publication has been produced with the assistance of the European Union. Its contents are the sole
responsibility of the EU-China Social protection project Component 1, and can in no way be taken as
reflecting the views of the European Union.



PREFACE

PU YUFEI,
DIRECTOR GENERAL, DEPARTMENT OF
EMPLOYMENT AND INCOME DISTRIBUTION,
NDRC

On behalf of the National Development and Reform
Commission (NDRC), the Chinese host of 2016 EU-China
High Level Event on Social Protection Reform-
Perspective of Employment Policy and Social Security
Reform 2016 to 2020, | would like to extend my
congratulations on the success of the HLE. | would like to
thank the Directorate General for Employment, Social
Affairs and Inclusion, the European Commission
Delegation in China and the Member States of the
European Union for their strong support for the High
Level Event. | would also like to thank all ministries and
commissions of China for their active participation in
project activities, as well as all the facilitators and
speakers of the High Level Event for their meticulous
preparation and wonderful speeches.

China and EU have great cooperation needs and broad
cooperation space in employment policy and social
protection reform. We carried out a number of fruitful
project activities under the framework of EU-China
Social Protection Reform Project, which is an important
project. We also look forward to the project cooperation
to achieve greater and greater effectiveness, and in this
respect the HLE is one of the major achievements of the
project. We are looking forward to new and even more
effective project cooperation.
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JEAN-CHRISTOPHE DONNELLIER,
CHAIRMAN OF THE BOARD,
EXPERTISE FRANCE

On behalf of the European consortium, it is a
privilege to introduce the proceedings of the
2nd High Level Event organized in the
framework of the EU-China Social Protection
Reform Project. This important project is led
by the Italian Institute of Social Security (INPS)
and brings together seven EU countries.
Expertise France is in charge of coordinating
component 1 in which the event took place.

This High Level Event gathered more than 100
distinguished participants including
Ministers, Secretaries of State, Ambassadors,
Policy Makers and Experts from 12 different
countries, sharing their experiences and
discussing on the links between employment
policy and social security reform. The debates
confirmed the commonality of interrogations
between China and EU countries.

| would like to express our gratitude to all our
partners in China and in Europe that made
this event a success with special thanks to
chairs and keynote speakers that prepared
the materials reproduced in this report.
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INTRODUCTION

The purpose of the EU-China Social protection reform project SPRP is to contribute to the
improvement and inclusiveness of China’s social protection system through strengthening
the institutional capability for developing policies, for implementing legal and regulatory
frameworks and for supervising systems of social insurance, social assistance and financial
management in the area of social security.

In particular, the Project document specifies that international gatherings of Chinese and
European experts and decision makers would be arranged every year as High-level events
(HLEs), to exchange views and information on topics of mutual interest.

As part of the project Plan of activities it was decided that the 2016 HLE, to be organized in
close collaboration with the Chinese National Development and Reform Commission, would
address the Perspective of Employment and Social security reform —2016-2020.

Since the late seventies China has progressively introduced a « modern » social protection
system as a key element for China’s transition to a market economy and the Chinese
leadership intends to further expand it as part of a transition to an internal consumption
centred economic model. At the same time it is clear that the « new normal » economy and
the desirable shift from a two-digit, export-oriented basis to a more modest, internal
consumption centred economic model is a challenge for both the labour market, and the
social security system. As China implements reforms under the “new normal,” maintaining
stability in the labour market is a priority. Thus, the Chinese leadership is looking for an
approach that balances the needs and limitations of a restructuring labour market, with the
need to provide its citizens a better access to social protection and social services. The Xllith
five-year Plan for National Economic and Social Development that was adopted earlier in
2016 by the National People’s Congress therefore devotes a particular interest to issues
related to employment and social protection, including their relations and mutual influence.

The Europe 2020 Strategy which happens to henceforth cover the same period as the
Chinese thirteenth five-year plan also includes in its headline targets employment and social
inclusion, thus marking a remarkable convergence in preoccupations between the two
entities.

The structure retained for the High Level Event provided for presentations by both Chinese
and European experts over 5 sessions related to various aspects of employment promotion
and social protection development, namely the prospective macro-economic situation during
the period under review; the strategies to support employment and job creation; the
relations between employment and social security policies, and the objective of universal
coverage; the social efficiency of social security and its contribution to income distribution;
and, the sustainability of social security systems, including financial considerations.

More than 120 participants attended the sessions, practically in equal proportions between
Chinese representatives and representatives from European countries and international
organizations. Chinese participants came from central ministries; academic circles and
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provincial governments, while 11 European countries and 4 international organisations were

represented.

The present report is composed of three volumes, which includes - volume | - the summary
of proceedings, the summary or integral text of speeches delivered and the power points
presented at the meeting. It also proposes — volume I, assessment reports) the text of the
background technical reports reflecting on the European and Chinese situation in key areas
for pension reform such as the relations between employment and social security policies,
the redistributive effect of social security measures, the impact of ageing on pension systems
and the financial sustainability of the said systems. Finally (volume lll), national reports
prepared by all seven countries members of the lead consortium for the EU-China Social
protection reform project respond to the main questions raised by their Chinese
counterparts during the preparatory works for the Event.

The EU-China Social protection reform project is proud to bring so many important research
works to the broadest possible readership, in China and abroad, at a time when in-depth
reflections on the future of social protection under a context of lasting economic
uncertainties are indeed in dire need.

Beijing, October 2016.

2016 EU-China
& &6
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The 2016 High Level Event (HLE) of the EU-China Social Protection Reform Project (SPRP) was
held on 28th and 29th September 2016 under the heading “Perspective of Employment Policy
and Social Security Reform 2016 - 2020”.

Its Opening Ceremony took place with participation of Mr. Wang Xiaotao, Deputy Chairman of
the National Development and Reform Commission NDRC of P.R. China; Mr. Hans-Dietmar
Schweisgut, Ambassador of the European Union to China; Mr. Michel Servoz, Director General
of the Directorate General for Employment, Social Affairs and Inclusion, EU; Mr. Tom Bevers,
Chairperson of EU Employment Committee; Ms. Michaela Marksova, Minister of Labour and
Social Affairs, Czech Republic; Ms. Oana Silvia Toiu, Secretary of State of the Ministry of Labour,
Family, Social Protection and Elderly, Romania; Mr. Claude Jeannerot, Ambassador of France, in
charge of International Social Relations; and Mr. Doru Romulus Costea, Romanian Ambassador
to China. Mr. Wang Xiaotao and Mr. Hans-Dietmar Schweisgut delivered speeches for the
opening ceremony, respectively in name of Chinese and European organizers of the HLE.
Chinese experts from governmental and academic institutes, including the Ministry of Finance,
the Ministry of Civil Affairs, National Council of Social Security Fund, China Academy of Social
Sciences, National Tsinghua University and the Renmin University of China as well as European
experts from EU, France, Germany, Spain, Italy, Czech Republic, Belgium, Poland, Romania and
Greece. Experts from international organizations including the World Bank, the UNDP and the
ILO have participated in the HLE and made interventions according to the agenda. Besides,
experts from China’s provincial Development and Reform Commissions, Chinese universities
and other academic institutes have participated in the HLE and listened to the speeches. Thus
more than 150 participants have attended the conference. There were five sessions in the
conference, regarding macro economy; new model of urbanization, employment and
entrepreneurship; universal coverage under social security; income redistribution, and reform
of social security financing.

Ms. Cheng lJianlin, Vice Secretary General of NDRC, moderated the Opening Ceremony. As she
pointed out, the NDRC has conducted deep and wide cooperation and exchange with relative
directorates general of EU as well as EU member states, which has strengthened the
partnership of China and EU for urbanization issue, and set up a series of dialogue mechanisms
on macro economy, regional economy and competition policy, etc. The EU-China SPRP, officially
coming into operation in 2015, has extended the cooperation between the two sides, and is
significant in that it provides opportunity to EU and China to learn from each other and react in
an appropriate way to the challenges in the field of employment and social security.

Mr. Wang Xiaotao, in his speech, recognized the achievement of the SPRP in the latest two
years and pointed out that the HLE is both timely and necessary for the reason that
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employment and social security are important issues in socio-economic development, and that
EU’s experience in implementing positive employment policy and reacting to population ageing
can be studied and learnt by China, while China, as the largest developing country with the
largest population in the world, can also provide EU with new ideas on policy practice in the
field. He has emphasized five important aspects of governmental activity on employment and
social security during China’s 13th Five-Year Plan period: the first is that the Chinese
government should make effort on maintaining the high-speed economic development and
thus can provide employment and social security with fundamental support; the second is that
the government should make effort on improving the quality of labour force and thus enhance
their capacity of paying social contribution so to extend the coverage of social security; the
third is that the government should improve policy on labour movement, eliminate obstacles
against labour movement and finally allow mobile labour to have smooth transfer and
continuation of social security; the fourth is that the government should keep on optimizing the
environment for innovation and entrepreneurship, which can activate development, promote
these two important issues along with the process of China’s new-type urbanization, and
facilitate migrant workers to start up entrepreneurship in their homeland; the fifth is that the
government should enhance the equality and sustainability of social security system on the
base of full coverage, reasonable protection, clear responsibility and right, and highly effective
management, so to continuously adjust and perfect the system.

Mr. Hans-Dietmar Schweisgut, in his speech, pointed out that social protection is an important
issue in both the plans of EU and China for the next five years, which is strongly related to the
equal sharing of the fruit of economic development. Since 2014, the EU-China SPRP has
obtained great achievements. It is a result of the efforts together made by Chinese ministries
and the seven member states of the project consortium. When introducing the situation of
EU, Mr. Schweisgut emphasizes the challenges that the EU social protection system is facing,
which is mainly demonstrated by the low growth rate of economy, pressure associated with
immigration, ageing of population and constraints on finance. The EU, in the future, will
develop in an AAA rating social model with the objective to promote social prosperity,
economic development and employment opportunity.

The first session of the conference dedicated to the “Macro Economic and Employment
Situation during 2016-2020” was co-chaired by Mr. Claude Jeannerot, Ambassador of France in
Charge of International Social Relations, and Mr. Xu Lin, Director General, Department of
Development Planning, NDRC. For this session, Mr. Pu Yufei, Director General, Department of
Employment and Income Distribution, NDRC; Mr. Michel Servoz, Director-General of DG
Employment, Social Affairs and Inclusion, of the European Commission; Mr. Hu Angang,
Director of the Centre for China Studies, from Tsinghua University; and Mr. Stefano Sacchi,
Professor at the University of Milano, Italy, have given keynote speeches on China and EU’s
macro economy, employment and labour market.



EU-CHINA

Social Protection Reform Project
o - K S A 2 PRSI

Mr. Pu Yufei gave a comprehensive interpretation on employment situation in China. The first
big aspect of this issue is how to understand four sub-issues. The first is the so-called threshold
of employment. The Chinese population by the end of 2015 is totally 1.37 billion, among which
910 million are working-age population (aged at 16 - 59) and 770 million are employed. These
data signify that if China’s unemployment rate was increased by just 1%, 10 million more
people would be unemployed. Therefore, employment issue in China is so serious that we
cannot ignore any of the tiny details. The government must set employment as a threshold
when making economic policy. When macroeconomic policy exceeds this threshold, it is
necessary to consider adjusting the policy. The second sub-issue is sustaining general stability
of employment under the condition of economic downturn. To do this, three kinds of capacity
are important: the capacity of creating job, which is resulted from economic growth; the
capacity of mobility in labour market; and the capacity of matching employment quality and
position. The third sub-issue is the structural contradiction of employment, which imposes
impact on the structure of industries, regions, and social groups. For instance, in terms of
population structure, the 7.65 million graduate students and 277 million rural migrant workers
represent the major pressure on employment. The fourth sub-issue is how to understand
employment risk. One of the keys is that the implicit unemployment becomes explicit. In some
industries and regions, for instance the industry of steel, coal, and the region of the North-East
China, the unemployment rate is not high, but income and working time are reduced. In case of
economic volatility, the unemployment risk in this region would enlarge. The second big aspect
of China’s employment issue is how to face the challenges, which indicates the focus of
employment policy at the next stage. The key is to devise three balance points. The first
balance point is between the people “on board”, which means employed group, and those “off
board”, the unemployed group. For this issue, the government should enlarge the ship of
economic growth and the net of unemployment security. Besides, the government must also
build up a bridge of employment training that connects the ship and the net. The second
balance point is between the bottom line and the top line. The bottom line means sufficient
employment rate, while the top line means increased employment quality. The balance
between this two means that the government should make effort on increasing employment
quality during economic up-turn and ensuring threshold of employment rate during the
downturn. The third balance point is between the formal and informal employments. There is
no moral distinction of good and bad between formal and informal employments. Actually,
following the development of the sharing economy, a great amount of informal employees
have gotten rid of traditional low-end employment. The key to getting the balance between
these two depends on market mechanism. The focus of governmental policy thus should be on
increasing the elasticity of formal employment market and reducing institutional costs and
threshold of informal employment.

10
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Mr. Xu Lin, then, supplemented Mr. Pu’s presentation with interpretation on the decreasing
labour supply in China due to the population ageing and the change of employment structure
due to the industrial development of manufacture and service sections.

Mr. Hu Angang, with the title “Innovative Development and Employment Promotion”, gave his
interpretation on the issues including China’s economic growth during the 13th Five-Year Plan
period, supply of labour force, technological innovation and environment for entrepreneurship.
Presenting a great amount of data, Mr. Hu made an introduction to the general situation of
China’s economic growth, productivity, skills of labour force and elasticity of employment. He
indicated that, in the period of mass entrepreneur, China has the largest population of
enterprises, entrepreneurs and human resources of scientists and technicians, while China is
also the country with the largest number of applied and registered commercial marks. At the
same time, Mr. Hu showed that the large amount of Chinese students with experience of
studying abroad and foreign students that are studying in China can provide the country with
internationalized human resources for scientific and technological innovation. Besides, China
has evolved into a country advanced in scientific input. Digital revolution has brought great
dividend to China and Internet has become an important channel to accommodate
employment. All these factors constitute good environment and stable guarantee for the mass-
entrepreneurship taking place in China.

Mr. Michel Servoz, Director General of the Directorate General for Employment, Social Affairs
and Inclusion, EU, presented the current situation and policies of economy, employment and
social protection in EU. After the profound crisis, EU’s effort on reviving economy works slowly.
GDP of the member states are still lower than that before 2008. The EU sets 2% as the objective
growth rate in current period. In terms of employment, the unemployment rate of EU is still
very high, and 9 member states are still suffering unemployment rate over 10%. A good news is
that people see improvement in youth employment. The EU is also facing structural reform and
its growth mode is shifting. Digitalization, urbanization, change of employment model and
development of sharing economy bring new challenges to EU countries. In Strategy 2020, EU
has set five objectives for development. For employment, the goal is to obtain 75% as the
participation rate in labour market by 2020. For education, the goal is to have 40% of young
people enjoying high education and to reduce dropout rate in middle and primary education by
2020. For poverty reduction, the goal is to help 20 million people get rid of poverty by 2020. For
reaching these goals, the EU has adopted a comprehensive policy on coordinated socio-
economic development through the so-called “European Semester”. In the field of social
protection, the EU emphasizes the importance of principle policy that is based on social rights.
Traditional values and stability are facing the challenges derived from population ageing and
the changes in employment mode. Thus the social policies are in need of wide reform. In terms
of employment policy, the EU has initiated a “Youth Protection Plan”. Nine million students
have received support from the plan for their start-up programs. For long-term unemployment,

11
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the EU has set up an assessment system and provides re-training and one-stop service to help
long-term unemployed persons get new jobs. For skills training, the EU proposes to establish a
coordination mechanism of labour skill qualification, in order to match jobs and skills. For
protection of employment, some EU member states are implementing specific policies to
protect flexible employment. Finally, in terms of the impact of Brexit, it is expected that there is
still great uncertainty but Brexit should make growth rate of EU reduced by about 0.8-
percentage point. EU is facing an unprecedented challenge derived from immigration of
refugees. There were 1.3 million new asylum applications in 2014. The biggest problem is the
integration of the labour market. On the one hand, the coming of refugees can contribute to
guantity of labour force, while on the other hand, skill shortage and social inclusion are still big
problems.

Professor Stefano Sacchi introduced labour market policies in EU countries. Firstly, he analysed
some indicators for assessing social development of European countries after the crisis,
including child poverty rate, employment rate and youth unemployment rate. Although
different countries have different traits, the general situation is the same, especially in terms of
the fiscal impact on unemployment. Under the condition of fragmented dualist labour market,
threshold for young women and technological immigrants to enter the market is relatively high.
In the field of social protection, the coverage of welfare system based on social insurance is not
fully extended. EU countries are conducting structural reform on social policy. Spain, in 2011
and 2012, Italy, in 2015, and France, in 2016, have launched reforms on labour market, after
which fix-term labour contract becomes more flexible. These reforms have strengthened the
autonomy of employer in un-employing staff and bargaining salary. Besides, the countries have
also intensified the social protection for flexible employment. Professor Sacchi thinks that the
general direction of reform should not be only reform on supply side but should be a complete
macro strategy. The reason is that most EU countries are consumption-oriented, thus internal
demand is important to economic growth. The structural reform and austerity policy mix have
continuously reduced public investment and social investment, which constraints the internal
demand. Therefore, structural reform must be combined with fiscal policy for economic
growth, protect unemployed group, and finally rebuild trust in EU.

In the exchange circle of the first session, the speakers gave good advices that we should
enhance exchange and cooperation between China and EU. China and EU are facing same
challenges and issues in employment and social protection. Thus there is space for deeper
international cooperation and exchange. There are three ways for deeper cooperation between
China and EU in the future. The first is to combine top-level design of policy and basic level
practice; the second is to combine bilateral and multi-lateral exchanges; and the third is to
combine economic and social policies. At the end of the session, Mr. Jeannerot delivered his
speech, in which he analysed the function of social protection towards economic growth and
employment quality, using French case. He pointed out that it is necessary to strengthen

12
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dialogue between EU and China and have more exchanges of different experiences with good
analysis.

The second session of the conference dedicated to “New-type Urbanization and Support
Policies for Employment and Job Creation” was co-chaired by Mr. Pu Yufei and Mr. Tom
Bevers. Mr. Stefan Olsson, Director for Employment Policies from the Directorate General for
Employment, Social Affairs and Inclusion, EU; Mr. Zeng Xiangquan, Director of China Institute
for Employment Research, Renmin University of China; Mr. Jean-Yves Hocquet, Consultant at
National School for Higher Social Security Studies, France; and Mr. Zhang Juwei, Director of the
Institution of Population and Labour Economies, China Academy of Social Sciences have given
presentations on their respective topics.

The two EU speakers focused on EU reform on employment and social protection. With the title
“EU Employment and Social Priorities - EU Initiatives”, Mr. Stefan Olsson analysed the
importance of investment, employment creation, structural reform and sustainability. EU is
gradually and slowly recovering, but the challenges in front of the member states are still
serious, especially in terms of poverty and long-tern unemployment. New jobs mainly come
from service section. Most labour contracts become open, in order to increase flexibility. Social
protection system is critical to facing the crisis. To increase labour supply, many countries are
limiting access to retirement and making policies to postpone legal retirement age. For social
dialogue, it is necessary to reinforce cooperation between the labour force and employers and
to absorb the ideas of the partners. In developing social service capacity, employment and
social service should be integrated. One-stop service should be set up and the coordination
between single services should be well conducted. For promoting EU social funds, a great
amount of money is needed and relative entry condition and performance assessment system
should be set up for better management.

Mr. Jean-Yves Hocquet made his presentation under the title “Social Protection and
Employment Trade off or Synergies”. He firstly introduced the diversity among EU countries. In
terms of social expenditure, the average level of all the EU countries is 29% of GDP, while the
countries have their own situations in this issue. Social expenditure, in particular
unemployment benefit, can function as an autonomous stabilizer of economy during crisis.
South European countries use more social expenditure on retirement subsidies while North
European countries have more positive labour market policies. For articulation of social
protection policies, EU has introduced the Open Method of Coordination after the signing of
Lisbon Agreement, which is a process that considers multi-lateral interest in making common
policies and constructs bridges connecting employment and social protection policies. One
important issue is the more flexible model of social protection in which employees can be
provided with benefit while employers can adopt flexible employment policy. These two
aspects are sometimes result into contradictions. For example, it is not easy to link reduced
social contribution with future benefit. And social protection can have reverse effect on

13
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employment since social service can provide new jobs. For example, in many EU countries,
long-term care for aged people can create large amount of jobs. Meanwhile, fighting against
fraud in social protection can also facilitate sustainable employment and fair competition.
Finally, Mr. Hocquet demonstrated the advantages of Scandinavian model and British models in
terms of redistribution, and argued that there must be a balance between employment and
social protection.

The two Chinese researchers introduced respectively the situation of Chinese youth
employment and China’s social protection policy. With the title “Youth Employment Policies:
Good Models from China” and concrete cases, Professor Zeng Xiangquan presented four
policies facilitating youth employment in China: youth start-up program, skills training program,
village official system and apprenticeship programs. For entrepreneurship, Chinese government
has issued many policies facilitating start-up, especially financial support, tax reduction and
exemption, small-size loan, public service, workplace support, guidance and training, residence
permission and human resource management etc. Among them, an important way is
promoting education on entrepreneurship. But for skills training, there is space to improve and
get better results, in order to level up employment quality. A special program characterized by
Chinese reality is the village official system where youth are under specific conditions selected
to work in a village administration. This scheme has been in force for more than 11 years. A
case in Shunyi district of Beijing demonstrates the good effect of this system. At the same time,
apprenticeship program has also good effect in improving soft skill and employment skill of
college students.

Mr. Zhang Juwei gave his presentation under the title “Integration of Employment Policies with
Social Security System”. Through his projections, he analysed the trend in Chinese demographic
change and hence gave the audience an interpretation on the structure of working population,
the population covered by social protection and the population working as salaried employee,
which shows that China is facing challenges derived from the fact that the country “gets aged
before getting rich” and thus the sustainability of social funding is a big problem for the
country. He has also proposed suggestions on old-age insurance reform. The first is that the
government should form more explicit and clear regulations and adopt PAYG under notional
account system. The second is that the country should have a social pooling system at national
level for the old-age insurance fund, in order to reduce the disparity among the regions. The
third is that Chinese social protection system should extend its coverage and that potential
social groups should be detected and covered. The fourth is that fiscal subsidy should be
explicitly accepted as legal revenue of social fund. And the fifth is that, with efficient reform,
social contributions should be reduced for relieving the burden over enterprises and
individuals.

Mr. Pu Yufei highlighted the tendency of Chinese government’s work on employment and social
protection, especially in three aspects: long-term and short-term perspectives, reducing fraud

14
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and improving social service, and balancing current social protection system and future model
of employment. Mr. Tom Bevers, in his final comments, emphasized the diversity among EU
countries, indicating that EU countries should adopt policies in accordance with local reality.
Both China and EU are facing some common challenges. China can learn from EU in youth
employment policy while EU should learn from Chinese entrepreneurship. There is an
important direction for China and EU: to promote life-long learning. Besides, the two sides can
reinforce exchanges on issues as migration, social protection for flexible employees, refugee
policies and limitation on early retirement from labour market.

The third session of the conference dedicated to “Universal Coverage of Social Security
System and Adaptation to Mobility” was co-chaired by Mr. Jin Weigang, Director General of
the Research Institute for Social Security, Ministry of Social Security and Human Resources, and
Ms. Michaela Marksova, Minister of Labour and Social Affairs, the Czech Republic. The list of
speakers included Mr. Koen Vleminckx, Director of Research and International Cooperation,
Federal Public Service Social Security, Belgium; Ms. Katerina-Marina Kyrieri, Consultant of the
Ministry of Finance, Greece; Mr. Yue Jinglun, Professor and Deputy Dean of the School of Public
Administration, Sun Yat-Sen University; and Mr. Lin Yi, Director of the Centre for Insurance and
Social Security Studies, Southwestern University of Finance and Economics. European experts
gave presentation on coverage of European social protection and social protection policies on
mobile population. Chinese experts focused on rural-urban coordination in Guangdong and
Sichuan, and cases of transfer and continuation of social security.

Mr. Koen Vleminckx, in his speech, firstly presented the traits, advantage, disadvantage and
suitability of five social protection models: targeted, voluntary state subsidized, corporatist,
basic security and encompassing models. In reality, most OECD countries use a mixture of the
five models. Mr. Vleminckx introduced the case of Danish voluntary public unemployment
insurance program, in which workers can participate in the program on their own behalf and
get State subsidy. The coverage under this program reaches 80% of the Danish population. It is
worth being learnt by other countries. Following this, Mr. Vleminckx introduced the design of
social protection for atypical employment, which mainly consists of part-time employment,
self-employment and fix-term employment. Design of social protection system should be fit for
their characteristics. For mobile/migrant worker, EU’s principles of social protection consists of
“the legislation of one country at a time”, “equal treatment or non-discrimination”, “previous
periods of insurance, work or residence in other countries are taken into account if necessary”
and “exportability”. In 2014, the EU issued the Pensions Portability Directive (PPD), which will
become legislation in all the member states in 2018. The purpose of this directive is to protect
the accrual rights of occupational pension for mobile workers (supplementary pensions).

The title of the presentation made by Ms. Katerina-Marina Kyrieri was “Protecting Migrant
Workers under Social Security Schemes in Europe”. She provided the audience with basic data
of European migrant population and explained the scope of the Open method of coordination
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OMC in social protection, types of benefit and bilateral or multilateral agreement among EU
countries. In digitalization, the Electronic Exchange of Social Security Information EESSI
European Network constitutes a universal platform for transfer and continuation of social
protection, which is connecting 15,000 institutes. More than 10 million pieces of information
are being updated every year. She also introduced EU experiences in combating fraud in
employment and social security affecting migrant workers' rights, which involves lawsuits and
sanctions against the fraudulent employers.

Professor Yue Jinglun’s presentation focused on the transfer and continuation of social security
rights of migrant workers in Guangdong province. As he indicated, Chinese social protection
system is facing prominent problems with the split of residency, labour market and regions,
which result from the fragmentation of the system. And this is the origin of the problem of
transfer and continuation of social security across schemes and regions. The current policies
have fixed the regulation of transfer and continuation, including the principle of determining
the location where contributor gets benefit and of calculating the amount of benefit. But in
respect to European regulation, the Chinese policies are still rough. As the biggest province that
receives migrant worker, Guangdong has some experience about the issue. Huizhou and
Guangzhou provide us with concrete cases of the articulation between different schemes. But
due to the low level of social pooling, problems in administration and computerization, migrant
workers are still facing difficulties such as insufficient pension rights, conflict between regional
interests and unequal calculation of benefit, etc.

The presentation of Professor Lin Yi focused on Sichuan’s experience on the coordination of
urban and rural social protection. In Chengdu, the major measures include making every citizen
enjoy social protection, keeping urban and rural social protection coordinated, and articulating
benefits of urban and rural schemes, unifying urban and rural institutions and administrations.
The first issue for this is setting up a social security system that coordinates urban and rural
schemes in order to gradually realize full coverage of social protection. In 2003, the local
government initiated the comprehensive insurance scheme for migrant workers. The scheme
continues to be improved and has been extended to cover old-age benefit, work-related injury
benefit, benefit for hospital care and maternity, and unemployment benefit. Besides, Chengdu
has also an insurance scheme for peasants whose land is exploited by the government (as part
of the progress in urbanization). In 2007, Chengdu, as the first city in China, initiated the New
Rural Old Age Insurance Scheme and set up Basic Medical Insurance for Urban and Rural
Residents within its territory. Another measure is to integrate social protection schemes, in
which process the contribution bases, contribution rates and benefit standards are unified.
Then the Chengdu government has also optimized complementary mechanism for social
insurance, forming integrative force of various authorities. In constructing social protection
management and service platform, encouraging people to participate in commercial insurance
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programs and administering social security schemes, Sichuan has also many valuable
experiences.

In the conclusion of this session, Ms. Michaela Marksova pointed out that, following the
acceleration of globalization and increase of population movement, the social protection
system is in need of various coordination. EU is good at articulation of pension schemes. But in
other welfare programs, social exclusion is a problem. Thus establishing a well-running
coordination system is not easy, and the challenges are a lot. Mr. Jin Weigang pointed out that
though there are big socio-economic differences between EU and China, there are some
common ways in the field of social protection, for which the two sides can learn from each
other.

The fourth session of the conference, dedicated to the discussion on “Social Efficiency and
Inclusive Growth”, was held in the morning of 29th September. It was co-chaired by Mr. Song
Xiaowu, Dean of the China Institute for Income Distribution, Beijing Normal University, and Ms.
Oana Silvia Toiu, Secretary of State, from Romanian Ministry of Labour, Family and Social
Protection. Ms Toiu pointed out that the inclusive growth contains a very important aspect —
ensuring the social inclusion of poor and vulnerable groups. Romania is one of the EU countries
that grow at the fastest speed. Its government pays important attention to poverty eradication
and social inclusion strategy. The government reduces taxes on employers or provides them
with subsidies, in order to encourage the employers to employ retired or disabled persons.
Laws that facilitate social enterprises are also promulgated. For poverty reduction, the
government focuses on providing opportunity of employment and development. Welfare
programs that link benefit to work responsibility are also launched in Romania in order to
promote participation in the labour market.

Mr. Cao Wenlian, Director General of the International Cooperation Centre, National
Development and Reform Commission, gave a presentation on his understanding of Chinese
Old-age Insurance Reform through the dimension of equality and re-distribution. He pointed
out that the Communist Party of China, in the 5th Session of its 18th Central Committee
Meeting (November 2015), has publicized five ideologies for the development of China:
innovation, harmony, openness, inclusiveness and sharing. In the future, along with efficient
economic growth, social sharing of development is another focus. Internationally, four
dimensions are used to evaluate social protection system: adequacy, affordability, equality and
sustainability. There is a dialectical relation between equality and other three dimensions.
Firstly, in terms of adequacy, China has realized full coverage of social protection system, in
which all kinds of social groups have participated. This means that there is equality of
participation in Chinese social protection system. In terms of coverage, China has the largest
population covered by old-age insurance system. In terms of benefit standard, 11 adjustments
of the benefit of the Old Age Insurance for Urban Employee have taken place and the
replacement rate has been adjusted according to previous objective. In terms of affordability,
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the main problem is the contribution rates are too high and are diverse among regions, which
impacts on equal competition among them. At the same time, incentive designed for
encouraging people’s contribution to old-age pension is not sufficient, which impacts on
equality of benefit. In terms of sustainability, a general conclusion is that the expenditure
should be appropriate. Transition costs imply intergenerational equality. There is a need to
utilize state-owned assets to collect enough money for that. Besides, actuarial balance is also
important to financial sustainability.

Mr. Antero Kiviniemi, Permanent Representation of Finland to the European Union introduced
in his presentation the highly re-distributive function of Finnish social protection system.
Finland is the country that has the lowest poverty rate and the most equal income distribution
in the world. There was no big volatility in the country due to the European economic crisis. Its
social protection system is based on universalism, high taxation and high social expenditure.
There are four types of social benefits, including cash transfer, income-replacement insurance,
basic welfare security and life and social services. Such model with high welfare is connected
with a public administration that has low corruption, works on the basis of social consensus and
a single demographic structure (low migration). However, the country is also facing problems
such as population ageing, high social expenditure and change of employment model, which
forces it into reform.

Ms. Jiang Wei, Deputy Director General of the Department of Social Assistance, Ministry of Civil
Affairs, China, made her presentation of “Social Assistance and Government’s Poverty
Elimination for Extreme Poor during the Period of the 13th Five-Year Plan”. There are two
major sections in her presentation. One is dedicated to the relation of social assistance and
poverty reduction. Another is dedicated to the function of social assistance in poverty reduction
during the period of the 13th Five-Year Plan. Social assistance functions as the minimum
guarantee for poverty reduction. Its general objective is to make people not worry about two
basic items for subsistence, and to guarantee three items for development. Besides, Chinese
social assistance is also aimed at making one indicator higher than the average level, making
one field close to national average level, and ensuring two aspects. The two basic items for
subsistence are food and clothing. The three items for development are education, medicine
and housing. The two aspects to be ensured are that, firstly, poor people get rid of poverty,
and, secondly, all the counties under poverty line get rid of poverty. The indicator that must be
higher than the national average level is the rate of increase of the disposable income of
peasants in poor areas. And the field that must be close to the national level is the accessibility
to the main programs of public services. During the 12th Five-Year Plan period, Chinese social
assistance system, relative legislation and regulation had been gradually improved. All the eight
programs of social assistance are based on policy documents issued by the State Council of PRC
and funded by central government’s finance. In the 13th Five-Year Plan period, the general
objective of Chinese social assistance is to function as the minimum guarantee, to be exact in
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targeting beneficiaries and to be standardized in operations, so as to play a fundamental role in
poverty reduction. The minimum guarantee contains three aspects: the first is full coverage and
equal accessibility; the second is increase and adjustment of benefit; the third is exact targeting
of beneficiaries and assistance to the extremely poor beneficiaries.

Ms. Pu Haihong, Deputy Director of Shanghai Academy of Development and Reform, made a
presentation on Shanghai’s population ageing. Basing herself on the population that possesses
Shanghai residency permit, she analysed the change in the aggregate number and structure of
aged population, which demonstrates that the population ageing is more serious than that of
the whole China. Shanghai is yet facing a problem of so-called deep ageing. Therefore, heavy
pressure is exerted upon pension, medicine and old-age care. To react to the ageing, Shanghai
government has adopted a series of measures to reform the social protection schemes and
employment policies, including covering migrant worker with the Urban Employee Old Age
Insurance System, experimenting flexible retirement, promoting joint reform on health care
and medical insurance, and accelerating the development of old-age care dependency system.

Mr. Song Xiaowu, in the conclusion for this session, pointed out that, as an approach to second-
level distribution, the current reform on social protection should focus on its function of income
redistribution and put equality and inclusiveness at the first place. Therefore, various measures
for reforming the schemes should not extend the income gap resulting from the first-round
distribution. The objective and approaches of reform must be unified. In the case of Shanghai,
the postponing of retirement age, extension of contribution years, multi-approach of funding,
and development of supplementary scheme are all among the valuable ways. Besides, Finnish
welfare state had not been daunted by any political change. This is an aspect that China should
study and learn.

The fifth session of the conference, dedicated to “Sustainability of Social Security System and
the Financial Reform”, was co-chaired by Mr. Liu Kegu, Deputy Director of Academic Advisory
Board, China Centre for International Economic Exchanges, and Ms. Lucia Ortiz Sanz, Deputy
Director of International Social and Labour Relations, Ministry of Employment and Social
Security, Spain. Ms. Sanz introduced the multi-pillar pension system of Spain, focusing on the
different characteristics and coverage of non-contributory and contributory schemes. She
pointed out that the objective of reform is to keep balance between sustainability and
adequacy.

Mr. Wolfgang Scholz, from Rhein-Bonn-Sieg University, Germany, introduced the reform on
Riester Pension taking place in his country since 2001. Riester Pension is a public contribution
towards private old-age saving plans, whose objective is buying a life-long annuity after
retirement. Tax on the program is reduced and the government provides individuals with
subsidies for contribution. The latter is an action for compensating the people who experienced
losses in their expected benefits due to the 2001 reform on public pension. There are four plans
in this program, including classical annuity, plan of regular contribution to an investment fund,
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bank saving plan, and Savings plans aimed at financing owner-occupied property at old age.
Since 2001 when the reform was initiated, the plan has developed rapidly. But currently it
reaches a stable plateau. Rate of coverage is only 30%, which is not running as what was
expected. The low-income groups that can receive governmental subsidy do not decide to
participate in the plan. For these reasons, the German government is considering a reform for
obtaining balance of the system. Anyway, Riester Pensions provide a good case of voluntary
old-age pension plan.

Mr. Xiong Jun, Deputy Director General of the Department of Planning and Research, National
Council for Social Security Fund, made a presentation on “How to Improve Financing and
Investment Management System of Social Security Fund”. The focus is on the management of
China’s National Social Security Fund. Concerning the Basic Old Age Insurance for Urban
Employees, a pressure on balance is coming from population ageing, and thus fiscal subsidy is
increasing. By 2015, the accrual of the National Social Security Fund was RMB 1.5 trillion
(approximately 135 billion euros). Since its foundation, the fund works well and its annual
investment return rate has reached 8.82%, 6.47 points higher than inflation rate during the
same period. In 2015, the provincial governments entrusted the National Social Security Fund
to manage investment of surplus of the local basic old-age insurance funds. For this, the state
has issued specific measure. In the future, the size of National Social Security Fund will keep
enlarging.

Mr. Zheng Bingwen, Director of the Centre for International Social Security Studies, Chinese
Academy of Social Sciences, made his presentation with the title “Financial Sustainability and
the Key Issues of China’s Social Security Reform”. Firstly, he pointed out the serious balance
situation of the Basic Old-age Insurance for Urban Employee, indicating that population ageing
of China would be more challenging than that of Europe. Thus China’s reform cannot disobey
the way that Europe is adopting. Currently, China’s Basic Old-age Insurance system is facing
three reforms in the same period: adjustment of parameters, reform of structure and
construction of sub-system. During the current period, benefits increase at the fastest speed,
and fiscal subsidy is the largest, in respect to the history. The problems during this period
include: low capacity of the insurance system in gaining revenue, absence of autonomous
balancing mechanism in reaction to population ageing, low level of social pooling, deficit of
individual account, managerial disorder, and slow development of the second and third pillar.
European experience on solving this problems include: (1) gradually reducing benefits of DB
plan; (2) raising retirement age, gradually realizing the equal retirement age of men and
female; (3) establishing the incentive and disincentive mechanisms linked with legal
retirement age; (4) establishing financial balance mechanism via introducing the aging
population factor in the benefit formula; (5) making full use of market mechanism to push
the pension system from a single mode to multiple-level pension system. Mr. Zheng's
suggestions are: (1) reducing contribution rate for old age insurance and establishing a
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reasonable contribution base; (2) promoting national pooling as soon as possible to enhance
the portability of Urban Basic Old Age Insurance System; (3) enhancing the financial
sustainability of Basic Pension System via the principle of actuarial balance; (4) reforming the
system structure and improve individual accounts; and (5) making full use of market
mechanism and paying more attention to the second and third pillars.

In the conclusion of this session, Mr. Liu Kegu gave his suggestions on pension reform: the
general direction of the future reform is to consolidate the basic old age insurance that is to use
national pooling as the foundation, with occupational annuity as support, to adopt commercial
insurance as supplement, and finally to form a multi-tier pension system.

In the Closing Ceremony of the HLE, Mr. Jean-Victor Gruat, Component 1 European Resident
Expert, SPRP, acted as chairperson. Mr. Giuseppe Conte, SPRP European Project Leader, Head
of Central Directorate for International and European Conventions, INPS (ltaly Social Security
Agency) , Mr. Cyril Bouyeure, Special Adviser to the President, Expertise France, and Ms. Song
Gongmei, vice director of the International Cooperation Centre, NDRC, gave their speeches,
reviewing the main contents of the HLE. This conference covers the topics ranging from macro
economy, employment, new-type urbanization and policy on entrepreneurship. The discussions
also regard inclusiveness, equality and sustainability of social protection, to which socio-
economic issues, especially employment, social security and social assistance are all related.
With frank and open exchange, all the speakers had discussed the common challenges that
both China and Europe will face in the next 5 years, and they had also given their proposals for
solving related problems. It is a timely and informative conference with rich achievements.
Fulfilling the project expectations, the 2016 HLE paved a firm foundation for deeper exchanges
and cooperation between China and European Union.

Summary prepared by Mr. Fang Lianquan
Main Chinese Expert (Research),

Component 1 of the EU-China SPRP
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ADDRESS BY MR. WANG XIAOTAO,
VICE CHAIRMAN, NATIONAL DEVELOPMENT AND REFORM COMMISSION

Honourable His excellency, Ambassador Mr. Hans-Dietmar Schweisgut, Director General Mr.
Michel Servoz, Minister, Ms. Michaela Marksova, Ambassador Mr. Claude Jeannerot, Chairman
Mr. Tom Bevers, Secretary of State Ms. Oana Silvia Toiu, Ladies and Gentlemen,

Good morning! First of all, on behalf of the National Development and Reform Commission of
China, | extend my warm welcome and heartfelt thanks for your participation. | congratulate the
convening of the High Level Event on "Perspectives of Employment Policy and Social
Protection Reform".

The "EU-China Social Protection Reform Project" is an important part of the "Joint Declaration
on the China-EU Partnership on Urbanisation" and the "China-EU 2020 Strategic Agenda
for Cooperation" signed by the Chinese government and European Union. It is also an important
cooperation mechanism in the field of employment and social protection. For more than one
year since the implementation of project, a series of bilateral and multilateral activities have
been carried out, and a lot of fruitful and constructive achievements have been made. With the
theme of "Perspectives of Employment Policy and Social Protection Reform”, a high level event
is held in 2016 to discuss the employment and social protection issues of mutual concern. This
is very timely and necessary.

The employment and social protection is an important issue in economic and social
development. China and the EU have a good foundation for cooperation and the extensive
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cooperation demands in this field, and have carried out a lot of fruitful works over the years. The
EU has accumulated rich experience in the implementation of active employment policy and
coping with the aging of the population. There are a lot of good practices that we should learn
from. As the world's largest developing country and the most populous country, the practices of
China in the field of employment and social protection will also bring the new enlightenment to

the EU.

All along, the Chinese government has attached great importance to the employment and social
protection. At present, the employment situation is stable for the better. In recent years, the
number of newly employed urban workers has remained at more than 10 million per year, and
the urban unemployment rate is about 5.1%. The social protection system has also been
improved and perfected. The coverage has been continuously expanded and the level of
protection has been steadily improved. At the same time, China also faces with some pressure
and challenges. Some difficulties are common to all countries in the world, for example, the
slower economic growth affects the increase of employment opportunities and social protection
payment capacity, and the aging of the population becomes a reason for the decline of
workforce supply and the upgrading of social protection system. As a developing country, China
also faces some unique difficulties. The main problems are the shortage of workers' quality fully
satisfying the demand of economic and social development. The contradiction of structural
employment is prominent, the total employment is large and the coverage of social protection
needs to be improved. We will further discuss these issues and find the solutions in the next
sessions of this event.

In the "Thirteen Five-Year Plan" and a longer period of time, we will adhere to the strategy of
employment priority to deepen the reform of social protection system, and to promote the
employment and social protection in five aspects.

The first is to industriously maintain the high-speed economic growth. Faced with the new
normalization of economic development, we will further push forward the structural reform of
supply, thoroughly implement the innovative, coordinated, green, open and shared development
concept, adhere to the overall tone of stable progress, and continue to innovate on the macro-
control methods. We will speed up the implementation of major development strategies such as
"One Belt and One Road Initiative", the coordinated development of Beijing, Tianjin and Hebei,
and the Yangtze River Economic Zone, and also cultivate the new economic growth points and
the regional growth poles, to ensure the steady and rapid economic growth, and provide basic
support for employment and social protection.

The second is to continuously improve the quality of workers. In view of the current
widespread contradiction of structural employment that the quality of workers is not suited to the
employment positions, we will further promote the development of vocational education and
vocational skills training, and continuously improve the quality of workers and enhance their
ability to adapt to the jobs. Through the improvement of the quality of workers and their income
levels, it will enhance their insurance payment ability, and expand the coverage of social
protection.

The third is to further improve the workforce mobility policy. We will actively adapt to the
situation of population and employment flow, accelerate the reform of household registration,
education and other systems, and eliminate all kinds of barriers which are conducive to the
mobile employment of workers to ensure the smooth flow of workforces in urban and rural areas
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and industries, reduce the unemployment duration and unemployment rate, to ensure the
overall security of employment, and meanwhile to achieve the smooth transition of social

protection relations in various areas.

Fourth is to continuously optimize the innovative business environment. Through the
"double innovations", we will stimulate social development vitality, create a new engine of
economic development, and provide more employment positions at higher levels. Combined
with the promotion of new urbanization, we will support the migrant workers and other personnel
to start up business at their hometowns, guide and encourage their employment and business
at their hometowns, to promote the regional economic development and the employment
stability.

Fifth is to effectively improve the fairness and sustainability of social protection. We will
adhere to the principle of universal coverage, appropriate protection, clear power and
responsibility, and efficient operation, continue to reform and improve the social protection
system, steadily raise the overall level of social protection, and establish and improve a more
equitable and sustainable social protection system.

| believe that, with the joint efforts of the two sides, China-EU cooperation in the field of
employment and social protection will achieve more new results through the convening of this
event. | wish a complete success for this event!

Thank youl!
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ADDRESS BY MR. HANS DIETMAR SCHWEISGUT,
AMBASSADOR OF THE EUROPEAN UNION TO CHINA AND MONGOLIA

Your Excellency Vice Chairmen Wang, honourable Ministers and Ambassadors, distinguished guests and

colleagues from China and Europe,

| am honoured to attend the opening of 2016 EU-China High Level Event. Just now Vice Chairmen Wang
mentioned a series of EU-China cooperation including our 2020 Cooperation Agenda. The EU-China
Summit held this July was successful. The EU-China Cooperation covers very broad areas and has
achieved remarkable progress in strengthening our strategic partnership.

As emphasised by Vice-Minister Wang, the social protection system is one of high important
cooperation areas between the EU and China. How to deepen the dialogue on this aspect was also
addressed at the G20 Hangzhou Summit and is a critical focusing area of many countries.

Today's HLE on "Perspective of Employment Policy and Social Security Reform 2016 to 2020" is an
important subject, which is consistent with the targets of current National 13" Five Years Economic and
Development Plan.

This is the second high-level event of the EU-China Social Protection Reform project. I'm especially
pleased as | opened also the 2015 EU-China High Level Event last year on "Challenges for Legal
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Framework of Social Assistance" and have been able to witness first-hand the progress and
development of the EU-China Social Protection Reform Project taken place since.

The EU-China Social Protection Reform Project is an important flagship cooperation project between the
European Union and the Chinese Government with an EU grant of EURO 7 million, to support China's
effort in improving inclusiveness of social protection system focusing the areas of social insurance, social

assistance and social security financial management.

The project couldn't be so successful without the efforts of consortium of 7 EU member states, the
support of relevant Directorate-Generals from the European Commission and Chinese government
agencies, especially the National Development and Reform Commission, Ministry of Civil Affairs and
Ministry of Finance of China.

Through the project the partnership between the project and the three Chinese ministries is strong and
that has resulted in tangible and concrete cooperation activities seen in this past year. The joint research
and review of experiences by the EU and Chinese experts on pension system reform and social
assistance development in China and the EU have been submitted for policy considerations in China.

Today's event offers a good opportunity for communication and exchange between the EU member
states and China through bringing a range of high level EU and Chinese policy makers and senior experts
together, representing the whole array of technically and geographically diverse stakeholders of the
project, to have discussion and exchanges on the major challenges in terms of human and social
development.

| am also very happy that DG Servoz of the DG Employment from the European Commission was able to
attend this event, which indeed shows the great importance attached by the EU to this project. This will
allow a wider and deeper exchange between the EU and China. In particular also covering the
interaction between social protection and the labour market.

The Challenges

Vice Minister Wang indicated a series of challenges in China, including some common challenges
encountered by all countries in the current environment of international economic slowdown, both the
industrial developed countries and the emerging countries. China has already come a long way in regard
to putting social protection systems in place. Within the last decade a comprehensive social protection
system has been established where coverage has expanded widely in a rapid manner.

However, China is still facing a number of important challenges, which are addressed by Chinese leaders:

First of all China is rapidly ageing and must faster than has been seen in most other countries. Combined
with the labour force, measured as the population in the 15-65 age group has also started to fall in
absolute terms. This means that fewer persons in the working age will have to support a rapidly
expanding group of pensioners.

And China is seeking to advance structural reforms moving towards a more consumption-based society,
also facing increasing competition from globalisation.
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Therefore, an efficient social protection system is a critical factor and is pursued by all countries for an
equitable economic development.

EU Social Model

Although we have built up European social protection models, EU and its 28 member states have been
facing and are still facing similar, or even serious, challenges - lower economic growth, ageing societies,
severe constraints on fiscal systems and public budgets, advancing efficient labour markets and mobility
etc.

In supporting the sharing of experiences and lessons from the EU and its member states and
understanding how China is seeking to reform its system and dealing with the challenges, this is where |
really see the value of the Social Protection Reform Project.

Overall, we see the European Social Model is a success story: the EU is today the largest economy in the
world and its citizens enjoy, may be not the highest, but very high living standards.

One of the European Union's main objectives is to create a Europe worthy of a ‘Social Triple A’,
announced by the EC President. It is an ambition — indeed, a commitment - that the economic
strengthening of our Union goes hand-in-hand with improving people's lives.

This is the core of the European Social Model and a vital component of our social market economy. A
'triple A' social Europe requires fair and balanced growth that leads to the creation of decent, quality
jobs, as well as chances and protection for all throughout their lifecycle.

Our social model has effectively contributed to the prosperity and the progress of our societies. It is
indeed a fundamental element of our growth model: addressing inequalities and social disadvantage;
opening up opportunities for all to participate in society and economy; acting as a buffer and stabilising
the economy.

Therefore we see a good basis for valuable exchanges on both sides referring the policy challenges
introduced by Vice-Minister Wang just now.

Closing Remarks

When concluding these remarks, | wish to again express my gratitude to Vice-Minister Wang for your
strong commitment to this project and the important support and guidance you have given to EU-China
co-operation in this area.

| must also extend my heartfelt thanks to our colleagues from the European Commission, to the
respective ministries and social protection bodies from the EU member states Consortium, to the
project team and to all of you for your participation in this Event, and for your active involvement in the
implementation of this project.

| wish the project a success during coming two years.
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OPENING REMARKS BY CO-CHAIR
MR. CLAUDE JEANNEROT, AMBASSADOR OF FRANCE
IN CHARGE OF INTERNATIONAL SOCIAL RELATIONS

Ladies and Gentlemen, distinguished hosts and guests,

It is a real honour for me to open this first technical session with all of you, in the framework of the EU-
China Social Protection Reform Project, at the invitation of the NDRC, the European Union, Expertise
France and the European Consortium it belongs to.

Before launching the discussions, | would like to send my greetings to our co-Chair of the National
Development and Reform Commission (NDRC) for his warm welcome and, through him, | would like to
thank all our Chinese hosts.

| cease this occasion to thank as well, in advance, all the keynote speakers that | will have the pleasure
to introduce.

As you know, the labour market has been experiencing major changes for the past decade, and these
changes shatter our economic and social models. Our duty, as political leaders, experts, public servants
and members of the civil society is to anticipate and accompany changes, notably for efficient
employment policies.
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This was very correctly recalled during the G20 Summit, held earlier this month in Hangzhou and chaired
by China, where the importance of international growth, employment quality and social protection
systems was highlighted.

As Representative of the French government at the International Labour Organisation, | was obviously
sensitive to the words of its General Director, Guy Rider, who said during the summit that “the future of
labour depends a lot on the future of labour in China”. This is very true and confirms, if need be, the
relevance of this type of high-level events. Indeed, what is the rationale for this kind of meeting
gathering all of us? Beyond the technical cooperation programmes, which relevance will be further
demonstrated during the days to come, the idea is to strengthen the policy dialogue between the
European Union and China on a key topic such as social protection reform in order to identify new ideas
and good practise in the matter.

As you know, after World War I, France implemented a universal and compulsory social protection
system. This system introduced a unique social model that experienced the period of important
economic growth known as the “30 glorious years” and supported the increasing domestic demand. It
also mitigated the impact of the financial crisis that followed, like the 2008 crisis, by protection the
weakest and the poorest, including against unemployment.

Nevertheless, the current global economic upturn at global scale did not restore the employment rates,
which remain lower than they were before the crisis. According to the ILO’s latest estimates, the youth
unemployment is actually increasing since 2016 with a global rate of 13,1% (12,9% in 2015). Yet, the fact
remains that the economies that managed to overcome the crisis have all adopted efficient employment
policies and an effective social protection system.

France is constantly updating its social protection system to demography and to new needs that
emerged in the framework of a changing labour market. The government recently presented its 2015-
2017 Strategic plan for poverty reduction and social inclusion which relies on the concept of support
provision. The actions envisaged include measures to strengthen access to employment, to vocational
training, housing, health, support to families, child protection, inclusion in the banking system and the
fight against excessive indebtedness. The universal health coverage adopted on the 1* of January 2016,
also contributes to this adaptation process.

Furthermore, concerning labour policy, the government has devoted efforts to (i) empower social
partners — this is the rationale for the Law of the 17 of August, 2015 on social dialogue and employment
—and to (ii) secure career paths — as foreseen in the Law of the 8 of August 2016.

Naturally, when facing this type of global issues, France acts in a coordinated way with its partners.
Hence to respond to the challenges raised by the crisis, France supported a clear and ambitious EU
action plan: the Strategy Europe 2020.

This Strategy aims at stimulating a smart growth, investing more efficiently in education, research and
innovation, and thus generating added value and wealth ; a sustainable growth, giving priority to a low-
carbon economy ; an inclusive growth, focusing on job creation, and poverty and inequality reduction. In
this regard, I'd like to underline the strong commitment made by our host country, China, ratifying the
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Paris agreement on climate at the beginning of this month. It's a strong signal, measured and
appreciated by France. It is also a commitment supporting tomorrow’s employment.

As regards the today’s topic, | would like to insist more specifically on this last component: inclusive
growth.

On this point, the two major challenges for the EU and its member states are as follow:

A job for at least 75% of the population between 20 and 64 and
A decrease of at least 20 million people threatened by or in poverty and social exclusion.

Many other measures contribute to the achievement of these objectives. This is the case in particular of
the European platform against poverty and social exclusion, or also of the European social fund, which
we’ll probably have the opportunity to discuss later on.

Once the context and the objectives defined, what remains important is the follow-up. Therefore, in the
context of the European semester, the EU reviews the implementation, in each member country, of the
policies defined in the Europe 2020 strategy. France is already on this path and implemented new
measures that are in line with the objectives we set.

Finally, at the international level, France actively participates to the initiatives aiming at improving social
protection. Within the ILO (that | know well), she supports the organization in its normative work, but
also through cooperation actions and more particularly on the modernization of public services for
employment and the implementation of social protection floors. She contributes actively to the
promotion of these floors through the SPIAC-B —the social protection inter-agency committee, co-
chaired by the ILO and the World Bank. All these elements contribute to the achievement of the
sustainable development objectives, which we all committed to, at the individual and collective level,
for future generations.

Lastly, | notice that the project of support to the reform of social protection in China starts at a time
when France as well is facing important mutations on its employment market (I think more particularly
about the growing “uberization”/number of independent workers of the economy), which questions in
depth working relations as we know them and some of the basis of our social protection systems. It is
also interesting to see that China will integrate these questions to its work on labour perspectives in
regards of the ILO centenary (I will be in charge of these debates at the French level). Today’s event thus
enables the various stakeholders to exchange their views on relevant aspects.

Without further delay, | will now hand over to our various speakers. We will of course listen to the
Chinese government’s point of view through the voice of the NDRC, and to the European Commission,
represented by its General Director of Employment, Social Affairs and inclusion, M. Michel Servoz.

Two distinguished academics, M. Hu Angang, Director of the Chinese research center of the prestigious
Tsinghua University, and M. Stefano Sacchi, from the just as prestigious Milan University, will then share
with us their macroeconomic and social vision of the five-year-term.
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KEYNOTE SPEECH

PERSISTING IN EMPLOYMENT-PRIORITIZED STRATEGY,

STRIVING TO REALIZE RELATIVELY FULL EMPLOYMENT AND HIGHER JOB QUALITY
BY MR. PU YUFEI, DIRECTOR GENERAL,

DEPARTMENT OF EMPLOYMENT AND INCOME DISTRIBUTION, NDRC

Ladies and gentlemen, Good morning! Originally | prepared a manuscript, but during the talks last night,
Mr. Servoz and all the guests made a lot of questions on China's employment, so | would like to take
advantage of such an opportunity today, use the problem-oriented approach to talk about my views on
these questions. This is mainly around three aspects. The first is how to see, the second is how to do,
and the third is how to work together.

The first point is how to see, that is how to interpret China's current employment situation. | mainly talk
about the following questions.

The first question, why the employment in China is the bottom line? This question can be answered
very simply by use of a set of data. China's total population at the end of last year was 1.37 billion, of
which the working-age population (16-59 years) was 910 million, while the employed population was
770 million. What does this data mean to us? If our unemployment rate rises by more than 1%, our
unemployment population will increase by 10 million people, equivalent to the total population of
Belgium. So for us, the employment does not tolerate the slightest negligence. We must consider the
employment as a bottom line when considering the economic policies. If the employment is favourable,
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it is not important that the economic growth is a little higher or lower, but if the employment is
unfavourable, the bottom line of employment is touched, so we must adjust the relevant
macroeconomic policies.

The second question, why China GDP growth slows down but its overall employment remained
stable? Earlier this month, | went to visit the EU, and the EU experts draw a lot of curves to us. Basically,
the curves of employment fluctuations and economic fluctuations are synchronized. But it is not the
case in China, the economy curve is down, but the employment curve is stable. There are three main
reasons why these two curves are not synchronized. | summarize the three abilities to explain such a
question.

The first is the ability to generate jobs from economic growth. In terms of the total amount of China's
economy, the economic increment created by 1% of China's economic growth today is equivalent to
1.5% five years ago and 2.5% ten years ago. Today's economic growth brings more economic growths,
and can accommodate more employments. Although the economic growth rate decreases, the
employment to be accommodated is not affected highly.

The second is the mobility of the labour market. In recent years, the labour market has been
significantly faster. | give two examples. The first example is from the perspective of industrial structure,
many college students can quickly flow from the traditional industries to new industries, for example,
the flow to the Internet industry is accelerating. The second example is from the perspective of regional
structure, China is very large, and the regional differences are relatively large. There is always a way.
Many migrant workers unemployed in the eastern regions can go back to their hometowns and can
quickly find new jobs. Earlier this year, | went to Yunnan Province in southwest China to study, and | felt
deeply. Yunnan's consumption structure is upgrading, and the industrial structure is also escalating.
Many families no longer drink tap water, but drink mineral water and purified water. If migrant workers
unemployed in the eastern regions return to Yunnan and are engaged in the supply of purified water,
they can receive a monthly income of 4,500 Yuan. The workforce can move quickly in different areas
and can always find jobs.

The third is the ability to match the jobs. | also cite an example of migrant workers. A migrant worker
graduated from junior high school may go to a large job fair to look for work in the past, and he may go
to consult at different desks and windows, so his job search was time-consuming and costly. But now
with the mobile Internet, he can quickly find the appropriate job, so the cost of information search is
reduced, and the ability to match the job is also improved.

It is these three abilities to ensure that our employment remains the overall stability despite of our
economy in the relative downside.

The third question, why China's employment problem is mainly structural contradiction? The
structural problem is a feature and difficulty in China's employment, and also is a bright spot. There are
several sets of structures to illustrate this feature, such as industrial structure, regional structure and
population structure. From the perspective of regional structure, China's north and south is in the
distance of thousands of kilometres, just as our climate, some northern provinces may have entered the
winter, and the employment has entered the winter, while many southern provinces in summer also
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have the flourishing labour market, so that the regional structure is very different. During our judgment
on China's employment problem, it is difficult to draw objective conclusions based on the single region,
which is contradictory, but it is also our features. Another example is the people structure, we have two
focus groups, a large group is the college students, and there are 7.65 million college graduates this
year. Another large group is China's migrant workers, which is 0.277 billion. These two groups are the
driving groups of our job market, and also are the pressure groups. The driving and pressure constitute
the structural features, and also constitute a pair of contradictions. Therefore, we are concerned about
China's employment, to focus on the analysis from the structural point, and put forward the
corresponding policy.

The fourth question, how to look at our employment risk? The overall employment situation is
relatively stable, the structural features also make us be not too worried, because there is both pressure
and motivation, both difficulty and highlight, but we still have to be fully aware of China's potential
employment risks. One of the most important risks is the problem of implicit unemployment, in
particular the explicitness of implicit unemployment. Based on the employment statistics, the
unemployment rate is not high, and the urban registered unemployment rate at the end of second
quarter is only 4.05%, but objectively the implicit unemployment is still quite prominent. The most
obvious manifestation is in some industries, such as iron and steel, coal industry, as well as some areas,
such as the northeast region, of which the unemployment rate is relatively low, but the quality of
employment of workers decreases, and their income and labour time are also reduced. Once there is a
larger economic fluctuation, this group is likely to face the fact that the implicit unemployment turns to
the explicit unemployment, and the local unemployment risk is expanded to greater risk. Therefore,
many of our policies focus on the prevention of such risks.

The second point is how to do, that is the focus of next step in the employment policy. | think that
finding three balance points is the key.

The first balance point is the balance of "on-board" and "off-board". This concept is a very important
concept | learned during my visit to the EU earlier this month, and also a very important thought that
Mr. Davies gave us during his lecture, which is indeed very important for China. The so-called "on-
board" is the employment groups, and the so-called "off-board" is the unemployment groups. We have
to find a balance between the two groups, for China, it is to look for three combinations: The first is the
"ship", that is the ship for employment groups, the second is the "net", that is the guarantee net for
unemployment groups, and the third is the "bridge", that is a bridge or a transition zone built between
the two groups. Only by combining the ship, the net and the bridge organically, we can find the effective
balance between the "on-board" and the "off-board".

How to find this combination? The core is to enlarge the ship for job market, secure the net for social
safety, and stabilize and widen the bridge for transition. To enlarge the ship, we must keep our economy
in the high-speed growth, to provide a strong support for the entire job market. To secure the net, we
must continue to improve the social protection system. To widen the bridge, we must rely on the
vocational education and skills training, which is repeatedly discussed in the presentation of Mr. Servoz.
His view is very enlightening to us. The focus of our next policy is to build and widen such a bridge,
making it an important buffer zone between the "on-board" and the "off-board".
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The second balance point is the balance between the bottom line and the top line. The bottom line is a
bottom line goal of determining full employment. The top line means that the quality of employment
should be further improved. How to find the balance between the two points? From the perspective of
economic cycle fluctuation, in the economic upturn cycle, more policy focus is to solve the problem of
improving the quality of employment, so that more job seekers can find more decent works and have
higher quality employments. In the economic downturn cycle, the key is to determine the bottom line
goals, so that more groups can find the jobs, to achieve more full employment.

The third balance point is the balance between formal employment and informal employment. We
should not simply think that formal employment is better or informal employment is better, nor should
simply encourage the development of more formal employments or more informal employments. |
think in today's China, there are no good or bad and right or wrong formal employment and informal
employment. For example, with the development of sharing economy, a large number of informal
employments are not the low-end employments in the traditional concept, and a considerable part has
been in the high-end development. For example, when | took a taxi, the driver told me that he was a
typical informal employment, and their highest annual income could be more than one million Yuan.
From this perspective, it should be a very high-end informal employment. To find the balance between
the two points, the key is to rely on market mechanisms, rather than our artificial evaluation and
division. For formal employment, the key to government policy is to increase market flexibility, increase
competitiveness, and increase the matching of employment structure and industrial structure. For
informal employment, the government should further reduce the system costs and lower the threshold,
so that the informal employment has more space for development, greater upgrades and development
to high-end space.

The third point is how to cooperate, which is how to further deepen the cooperation between China
and the EU. It is mainly to further highlight the three combinations.

The first is a combination of top-level design and grass-roots practice. After the exploration in more
than a year, this combination is very effective. In fact, the high-level event today is such a combination.
On the one hand, many experts attending the event will discuss from the perspective of top-level
system design; on the other hand, there are more than 20 attendants from provincial development and
reform commission responsible for employment and income distribution, and they will promote the
bottom practice of policy design. The combination of the two points ensures that our project can grasp a
better direction, and also achieve a better landing. In the next step, it should continue to adhere to such
a combination.

The second is a combination of multilateral cooperation and bilateral cooperation. On the one hand, it
can be exchanged and discussed through such a multilateral platform; on the other hand, some specific
issues can be deepened from a bilateral perspective, which is a good way to combine.

The third is a combination of social policy and economic policy. For China and the EU, there are some
limitations for the discussion on social policy only by use of social policy, and a better way is to see the
society from the economy and see the economy from the society, and combine the two points. In this
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way, our vision will be wider, and the policy focus will be more accurate. Yesterday, | discussed with Mr.
Servoz about the focus of cooperation in the next step. | think, as per such a perspective to see the
society from the economy and see the economy from the society, a very important point of cooperation
is the connection of employment, income, social protection and economy, to form a chain to find the
theme, especially around the new economy and new employment, as well as income inequality and
economic cycle fluctuations, and the relationship of economic restructuring.

According to such three combinations to explore and deepen, our cooperation will be more in-depth
and will be more effective.

Thank you!
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KEYNOTE SPEECH (POWER POINT PRESENTATION)
PERSPECTIVES OF EMPLOYMENT POLICIES AND SOCIAL SECURITY IN THE EUROPEAN UNION

BY MR. MICHEL SERVOZ, DIRECTOR-GENERAL
DIRECTORATE GENERAL FOR EMPLOYMENT, SOCIAL AFFAIRS AND INCLUSION,

THE EUROPEAN COMMISSION
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Between 2010-2015, China’s per capital productivity increased from 5.37

trillion Yuan in 2010 to 8.74 trillion Yuan in 2015; by 2020, it will increase

to above 12 trillion Yuan (2015 constant price), with annual average
growth rate of 6.6%, and in comparison with the EU, the gaps will narrow
down from3.39 times to 2.57 times. To achieve this target, we need to
improve labor force quality and further transfer agricultural labor force

( decreasing 69.71 million person employed in agricultural sector,

annually decreasing 13.94 million person).
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China’s average schooling years of working-age people will increase from
10.23 years in 2015 to 10.8 years in 2020, and that of newly increased labor
force grows from 13.3 years to 13.5 years during the same period.
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Therefore China will put great efforts in developing education and
establishing lifelong education and training system for all citizens.
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AOKE (%)
Proportion in
relation to second
industry work
force (%)

52.19

68.09

BT Senior

technician

60

0.69

145.6

0.9

9.3

Hif Engineer

300

3.44

612.4

3.9

7.4

ot A
Senior worker

1500

17.20

3378.5

21.4

8.5

RHT

Intermediate
worker

2140

36.01

6189.8

39.4

7.0

4T Primary
worker

3720

42.66

5403.5

344

3.8
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~ 7 Economic growth and employment
o J : y
Institute for Contemporary (hina Studies, Tsinghua University eX pa n d | n g

Q KEIREF, 1979-2015%F, GDPEEINIEKFILF9.6%, Tl NBFFINEKEIAER|
1.79%, mhllIEI<3#814%550.186.

In the long term, between 1979 t0 2015, China’s GDP annual average growth rate reached

to 9.6%, and the employment annual average growth rate reached to 1.79%, so the

elasticity of employment growing is 0.186.

Q #A%kE, 2000-20155F, GDPHEFHEKIKRI0.6%, ik ABFFHEKERKT
0.48%, w13 M 50.050.

In the medium term, between 2000 to 2015, GDP annual average growth rate reached to

9.6%, employment annual average growth rate reached to 0.48%, and the elasticity of

employment growing is 0.050.

O JEEIRE, 2010-20154 318, GDPHETFHIEKIAT7.8%, Bl ABaETHEKRE
£0.27%, BAlIECEM70.035, SFIEKERTREAEKE, HAEKEHBRKE
FAHEEK R,

In the short term, between 2010 to 2015, GDP annual average growth rate was 7.8%,

employment annual average growth rate reached to 0.27%, with the elasticity of

employment growing reaching to 0.035. That is to say, economic growth rate is lower than
long term growth rate, and employment growth rate is remarkably lower than long term
growth rate.

Anganghu@mail.tsinghua.edu.cn

EPE; FEHAZ RS
e China enters into a national
E1HF B )
Institute for Contemporary (hina Studies, Tsinghua University e ntre D re n e u rl a I e ra

Q PEECEZRAHISEANEIFEWVREWRER. AERILERE, REFERN
KuBEFNERE, IO WHIFNRERE20%E, BHESEmAtFHR
AWHIHER, EEtESR.

China has become the country hosting the largest enterprises and the most entrepreneurs.

Compared internationally, though China is the late comer of modern market economy,

establishing modern corporate system for only 20 years, China has already become the

largest market entity in the world, also called commercial enterprises country.

0 FEHENESERGWOIFBREREBNEY, AN T AR, 7 A,
MIAEMRRIEEK.

Superposition effect produced by commercial system reform and national policy of

entrepreneurship and innovation will greatly promote “mass entrepreneurship and

innovation” and the fast expanding of market entities.

Q GERARKEL. MREWRFKSROREMKES, ROBRT "HEERE
VRSN X—HRE NTHEFRK R EERNFE.

China therefore becomes a big stage where modern companies and

businessmen can rapidly grow and mature, which fully reflects the noticeable

feature of socialism market economy era that “times can make heroes and
heroes will shape the times”.

Anganghu@mail.tsinghua.edu.cn
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cEXARWLFMIERE (5
Number overall enterprises and individual business

(2002-2015)

(Cunit: 10000)

Institute for Contemporary (hina Studies, Tsinghua University

Private Proportion of private Self-Employed Proportion in
Year Enterprises total | relation to the total
enterprises enterprises (%) Individual
population (%)
2002 734 264 35.93 2377 3111 242
2003 770 329 42.71 2353 3123 241
2004 814 402 49.45 2350 3164 243
2005 857 472 55.08 2464 3321 2.53
2006 919 544 59.21 2596 3515 267
2007 964 603 62.56 2742 3706 2.80
2008 971 657 67.67 2917 3888 2.93
2009 1043 740 70.98 3197 4240 3.18
2010 1136 846 74.40 3453 4589 3.42
2011 1253 968 77.22 3756 5009 3.72
2012 1367 1086 79.45 4059 5426 4.00
2013 1528 1229 80.43 4436 5964 4.38
2014 1819 1546 84.99 4984 6932 5.07
2015 2263 1967 86.92 5995 7747 5.64
anzn(l)ng2::1\/2e(r)a1 g O-0F. 167 290 297
growth rate (%E R A 5 T

A h H NN o
ARganghd tSthghta-eat-ch

EZE

B 15 B

EERZIECWFMIEFEPHLAZ (AN
Employment population in urban and rural private
enterprises and Self-Employed Individuals

Tustitute for Contesporary China Studies Tsinghua University (unit: 10000) 2002-2015
Urban Rural
Year Self-Employed Self-Employed total
Private enterprises Individuals Private enterprises Individuals
2002 1999 2269 1411 2474 8153
2003 2545 2377 1754 2260 8936
2004 2994 2521 2024 2066 9605
2005 3458 2778 2366 2123 10725
2006 3954 3012 2632 2147 11745
2007 4581 3310 2672 2187 12750
2008 5124 3609 2780 2167 13680
2009 5544 4245 3063 2341 15193
2010 6071 4467 3347 2540 16425
2011 6912 5227 3442 2718 18299
2012 7557 5643 3739 2986 19925
2013 8242 6142 4279 3193 21856
2014 9857 7009 4533 3575 24974
2015 11180 7800
2002-2075 annual .
| average arowth rate (%) 14.16 9.96 10.2Anganghu@mail3tsinghua.g¢du.cre.78
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| -3 China has the most trademark
Institute for Contemorﬂy%a‘!ﬁﬁgﬁvﬁ a p p I I Cat I O n S

O HmHEHBETCFENFFEILE. BECIHSREIZK, FroiMEHRR
R, E20150K, RiHEMEAIEE1840.20%, Bit@iriitE1225.4
T, ERARUEME103440H, BHFPHIAEEEIRMESIA1335H.

Market entities independent innovation vigor keeps growing. With the fast

emerging of modern enterprises, trademark applications are swelling rapidly too.

By 2015, the aggregated applications reached to 18.4 million, trademark

registered 12.25 million, valid registrations 10.34 million, and trademark

ownership per 10000 market entities was 1335.

O ERESIAEFRHE, MEBMESFERE, ®RFEREBEN, &IE
. KEEREERMBRSRE, #iIFranEsE, LUREHEREMNE~,
KEENFE, RRMRHAMSENTHEFNLRE.

China established the modern trademark system, which can strengthen the

protection of trademarks and its exclusive using right, encourage producers and

operators to improve goods and service quality, maintain brand reputation to
secure consumers’, producers’ and operators’ rights and benefits, so as to
greatly advance socialism market economy.

Anganghu@mail.tsinghua.edu.cn

@ E L oy BXEE Rt R AR A A A
; China and the EU world trademark
Institute for Contempormy%a‘!.ﬁﬁg}z&vﬁ app|lcatlon3 and regIStratlonS (1985'2015)

EARERIES (#F) Trademark Applications AR EME (#) Trademark Registrations
China’s China’s
Year China EU World proportion in China EU World proportion in
world (%) world (%)

1985 49243 234921 953190 52 21668 75484 547969 4.0
1990 57272 141541 1345911 4.3 31271 115570 829254 3.8
1995 172146 437160 1832769 9.4 91866 376243 1189662 77
2000 212602 624676 2592666 8.2 150961 485935 1575096 9.6
2005 659148 518044 3053753 216 253133 1505446 [ 1992042 12.7
2010 1057480 467815 3686502 28.7 1333097 2514863 | 3238441 412
2012 1619878 439318 995124 2277450
2015| 2876000 2339000
Total| 18402000 10344000

Anganghu@mail.tsinghua.edu.cn
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Q BE2014FK, BRERBANZRESENABI4AN, TARREFH
FRFANBEE—KENMAI. NFREWE, BE2014EHKE
B, Wit A& ERBEEADZRRSEE25150.8%. 4.7%.
37%F57.5%. M2012FEE20145F, RERIHHENEANERKE
H1409A N, HEFANERULEZHERARIFANZEHEEEBT
TR ((PERBANZELXREMARKRE (2014) )

By 2014, our human resource in science and technology reached to
81.14 million person, ranked the first in the world. Viewed from the
perspective of degree structures, the proportion of science and
technology personnel with doctoral degree was 0.8% in 2014, master
degree 4.7%, bachelor degree 37%, and diploma degree 57.5%.
Between 2012 to 2014, China newly increased 14.09 million person in
human resource of science and technology, among which the number of
people with bachelor degree has overtaken those with diploma degree.

Anganghu@mail.tsinghua.edu.cn
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Institute for Contemporary (hina Studies, Tsinghua University

EZE

HiEW R Bt R&D investment proportion in GDP and R&D staff in

PE. R

KB &N GGDPELE . B A RKIE

(2000-2015)

China and EU

FESKRBA LN HGDPLLE FESKBERMAARNE (BAA)

R&D investment proportion in GDP R&D Staff (million persons )
Year China EU World China EU World
2000 0.90 175 2.08 547.30 2269.16 1082.60
2005 1.32 1.76 1.99 856.85 2788.49 1206.58
2008 1.46 1.85 2.03 1200.29 3081.01
2010 1.73 1.93 2.06 902.96 3221.52 1268.43
2012 1.93 2.01 217 1035.88 3336.22
2015 210

Anganghu@mail.tsinghua.edu.cn
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% China students studying abroad and then returning
EEHREE  back; foreign students coming to China studying

@ (b TR, SRAR. AR
N

Institute for Contemporary (hina Studies, Tsinghua University ( 2009-20 1 5 )
Returnees
(%)
2009 229300 108300 47.2 238184 117184
2010 284700 134800 47.3 265090 115190
2011 339700 186200 54.8 292611 139111
2012 399600 272900 69.3 328330 201630
2013 413900 353500 85.4 356499 296099
2014 459800 364800 79.3 377000 282000
2015 523700 409100 781 397635 283035
Total 2650700 1829600 69.0 2255349 1434249

ki ERSGH RS ChESHRE2015) , Jbel, FHESHHRF20155 0, 551547
201 SFHHE REE WA,

Anganghu@mail.tsinghua.edu.cn

@ (EZE M0, AR SR

E1EW 5B China enters into sci-tech innovation erz

Institute for Contemporary (hina Studies, Tsinghua University

O “+Z1” LSREFRIERMT/\KLK, ZhR. ESEeEERRLIH
, TEHRNSEREGUFIR AN & RS IR A ERRKEE . BEREGIHFTE N LR
ERATHEEREAF N, SRAHFFOHME, ELTNAENRRBERA KX
v NERNREBERGREDRANEERE, ZERAREETZOUESR
MOE, EEKGFRESHUEE—DRA, ERNAEFEEZMNNR
BKRE. ((“+=1" BREHXBIFHHALX) , 201658H)

Since the 12t FYP, especially after the 18" Party Congress, China Party Central

Committee, State Council highly valued the importance of sci-tech innovation,

and made critical decision and deployment to fully implement innovation driven

development strategy. As a result, China scientific innovation in the past was
following and imitating from the advancers and nowadays China is not only
catching up, but is also leading others. China is at a critical stage, ready to leap
forward further and improve systematic capabilities based on cumulative bits of
breakthroughs. And the core position of sci-tech innovation in national
development has been highlighted ever more. China’s rank in the global
innovation arena is also increased further. It has become the most influential
country in science and technology.

Anganghu@mail.tsinghua.edu.cn
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Institute for Contemporary (hina Studies, Tsinghua University

“+ZEH” : AFERBIRSER

13t FYP: innovation targets

Q “+=&" SIFEXREFERBULIFTIVER, ARRIENBRES

Innovation targets in 13th FYP is to strengthen the driving effects of
innovation, and inject a powerful driving force for development

O BHX#PIEFIEKIITTIERIAEI60%;
Sci-tech advancement contributing 60% of GDP growth
O 220205, HEEEMAR. MAMTISEEAESUSEGEARK;

By 2020, major breakthroughs should be made in fundamental research,
application study and strategic frontier.

O ERMEREABERS;

Substantially increasing internet penetration rate

O s AF % Rk

Strategy of giving priority for talent development

Anganghu@mail.tsinghua.edu.cn

Mx?
H ISR B

Institute for Contemporary (hina Studies, Tsinghua University

technology development

Mk RERIER

Major indicators of science and

(2010-2020)

2020 2010-2015 2015-2020
2010 2015 tareets Annual average Annual average
g growthrate (%) | growth rate (%)

REDASRERTHE (FAH) 2554 393.7 550 11.4 5.7
R&D staff FTE(10000/year) . (2014) (2010-2014) (2014-2020)
R&GDEFHZH (1Z7T)
R&D expenditure (0.1 billion) 7063 14220 23200 150 103
R&DEHEZHS5GDPZLL (%)
R&D expenditure /GDP (%) L3 210 25
RRLERZER (B
Number of invention patent 39.1 110 177 22.98
accepted (10000)
EBERENE (Bt
Number of invention patents 13.5 35.9 55.2 21.6
authorized (10000)
BAAOLREFIHEGE

(/7 N> Ownership of 1.7 6.3 12 29.95 13.8
patents per 1000 person
LZPERREE (Bt
Ownership of invention patent 22.8 118.9 168 39.14 7.1
(10000)

GORLRIE: 201055, FR 4 i E g i E 452015 15001, dbat, R g A, 2015: 20155E X4

s EEGEE:  OISFEEREFFRML 2 RIRGIH A » 201652H29H

Anganghu@mail.tsinghua.edu.cn
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Vi % 4 % FESKBEREHRESEIERLS Comparison
between China and EU in terms of number of patent
application and authorized patents (2000-2014)

g

B 15 T B

Number of patents application Number of authorized patents
China/ China/
vear EU China EU EU China EU
(%) (%)
2000 166,458 51,906 31.18 291,223 13,058 4.48
2003 155,617 | 105,317| 67.68 339,539 37,154 10.94
2005 144,560 | 173,327 | 119.90 | 324,405 53,305 16.43
2008 137,503 | 289,838 | 210.79 | 366,746 93,706 25.55
2010 134,009 | 391,177 | 291.90 | 476,446 | 135110| 28.36
2011 134,681 526,412 | 390.86 | 498,417 | 172,113 | 34.53
2012 136,659 | 652,777 | 477.67 | 572,019 | 217,105| 37.95
2014 139,301 801,135| 666.31 640,829 | 162,680 | 36.39
Annual
average
growth -1.26 22.87 5.80 22.86
rate (%)

Anganghu@mail.tsinghua.edu.cn
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“+=R7 B QIFhERER
Major indicators of science and technology
development in 13t FYP

i1 73

Index

2015 Rt
target Speﬂ% gcg;%‘l ated

2020
target

pecitic
calculated figure

ﬁnnuﬁ a\g%}ge]

rowth rate
éggregated)

FERZES %J%E?E?Jﬁ%m
World r;Lnk

national comprehensive
innovation capability

18

15

(3]

BHRHSTEE (%)
Sci-tech advancement
contribution in GDP

55.3

60

[4.7]

ﬁ%‘i‘—ﬁﬁ\;?g%%%ﬁ)\

R&D investment intensity

21 | HBBRARE

2.5 %g@iﬁ'aéﬁg?\

10.3%

ﬁﬁ%ﬁﬁ%m¢ﬁ&A
= (KE)

R&D Staff number per
10000 emp]oyers (per year)

93,
48.5 3.93 m|ﬁ§n)ﬁt§;:son
per year

>5|
60 >5 mi?l?gr?ﬁe%on
per year

5.7%

=17 \|[7 =7
(hiz50)
Operating revenue of Hi-
tech companies (Trillion
Yuan,

P iop.in, GDP
222 | ProrgdippinG

34 Propolrstiggo);n GDP

8.9%

A
R 7 S B RO EL
(%)
Proportion of added value
of Knowledge Intensive
Business Service industry in
GDP

15.6 10?5%%%?0@%%

20 v
20 20 triﬂ?_(j%%an

13.6%

Anganghu@mail.tsinghua.edu.cn
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%44 CTERT REAIHEEER
‘@%ﬁ%é Major indicators of science and

ntitge o O (i iz Teini nivmcite T h I gg -I-%{Ep elohme i ?SII +I %Iﬁ:ath
_ By 85 s
g ecific ecific ¥
ﬁ,%t”; 2015 target calculated 2020 target calculated Anr:g‘:;lvltavlgrtage
figure figure ag_gregateg)
Y | 2 > 4
L f’%ﬂ%‘ﬁ%{ﬁ%—tﬁéﬁ/g = 572012 7T 100001Z 7T
7 | Company’s R&D’s proportion in 0.9 . 11 . 11.8%
the operating revenue (%) 572 billion Yuan 1 trillion Yuan

EPRRHEIL SIS IR Bt R HE =

World rank in citations of SCI

PCTEFERIER (A
9 . 3.05 double (6.10) 14.9%
PCT patents application (10000)

. - 1.189 million 1.68 million

BAAOKRPEFEEE () o o

The proportion in The proportion is
10 [ Ownership of patents per 1000 6.3 12 7.1%

the world is the world is 18%

person
13.61%
LERRERRIZEH Equal to GDP’s Equal to GDP’s
11 . 983.5 billion Yuan 20000 15.3%
Technical contracts turnover 1.4% 2.0%
AREERZHERMLLS (%)

12 Proportion of citizens with 6.2 10 [3.8]

scientific literacy (%)

Anganghu@mail.tsinghua.edu.cn
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ﬂ - . . . . . - .
) Digital innovation driving digital
Tnstitute for Contempomy%a‘!ﬁﬁglﬁvﬁ em p I Oym e nt

A EZLF A EERMMBINEIER P (20145)

Internet and mobile phone users in major economies (2014)

\ %5 BT H
B | mE | R ((1%0)\) Vooie i?n):fers{(loko i LG
World Rank | Country o million) World Rank
million)
1 China 6.88 (2015) 13.057 (2015) 1
2 EU 3.981 6.325 3
3 Us 2.766 3.174 5
4 India 2.373 9.440 2
5 Japan 1.093 1.527 8
6 Brazil 1.082 2.807 6

W UG FRE 2174 B R ANHLIX (A7 K
HdEkIH: CIA world factbook
https://www.cia.gov/library/publications/resources/the-world-factbook/rankorder/2151rank.html

Anganghu@mail.tsinghua.edu.cn
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@ ‘@T%ﬁ%?%é digital users and digital market in

Institute for Contemporary China Studies, Tsinghua University the dl Ital a e
O FEELPFEF EEZNFIARL, ESNERKNWAR, RZNBEK
WAF, WHEAEH]FERMEK., BFIRESHF:

China now is the country with the most mobile phone users, internet users, and

mobile internet users. It is standing in the center stage of internet and digital era.

Q HBEEiEA F8.59 (2010) =13.061Z~ (2015)

Mobile phone users 859 million (2010) —1.306 billion (2015)

Q BEEMAF4.57 (2010) =6.8812 4 (2015)

Internet users 467 million (2010) =699 million (2015)
QRHFAFPLHRES, HPEEEHAFS5 (2015) = 9.91Z7 (2020)

China also has the largest broadband subscribing population;

Fixed broadband suscribers 550 million (2015) =990 million (2020)

QTR F7.8512 7, 2020FiLK21212 .

The number mobile broadband subscribers are 785 million and will reach to

1.2 billion in 2020

Anganghu@mail.tsinghua.edu.cn

@ TEZE] BFEHLIF

Institute for Contemporary China Studies, Tsinghua University D Ig Ital reVO| u tl o n bo n u S

O =X “BF4F)” . MREFEK; ERVRA; BABMAKRS. HEFRIT (20167
EZRIRED D

There are 3 “digital bonus”: accelerating economic development; creating jobs; improving

government service (World Bank: 2016 World Development Report)

O tEslEns: F—I2UEEREMERNTENS, BFRARRESTE! JEHE‘Z?H‘TJL
B < FHREN, (R T Bl FMARE, LHZ *H?&?I\@*’%S*ﬁﬁi% Pz, FLF
v EARBREAN) RS THETENE,; F-MRESIAESE, #HRS njD‘JFﬁiﬁ&
*“Aiz,?f%ﬁ’mzi E=NREMHBERR, éﬂz—T—&?kEJL%mﬁzEn}ﬂ{##iwfﬁs&ﬁ
, EIEm. RENGMEIFREENE, MMmiLEEES
Mechanism for creating job: first is to directly and indirectly create job opportunities. Digital
technology can increase job opportunities and salaries in ICT industry, boost entrepreneurship
and self-employment, and especially provide flexible working time for disadvantaged groups (like
women, teenagers, senior citizens and disabled person) through outsourcing; Second is to
increase worker’s production efficiency, thus increasing efficiency in labor force market and the
overall economy; Third is to increase consumer surplus. Digital technology could automate
business circle to generate scale effect, so as to expand goods and service while decrease the
price to benefit consumers.

Anganghu@mail.tsinghua.edu.cn
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@%ﬁ%ﬁ;ﬁ from digital innovation to digital
Institute for Contemporary (hina Studies, Tsinghua University e ntre p reneurs h | p

O BEFHSEMBELAREK. MEHMEM2008FE/I74007 A _EFEF]201
5441312 N, SMERELHIE24.8%1BEE60%, F|2020415#81t
80%; 2015%EW F FEFIAF3.88F1ZT, HeHLHRTERE
BIEEEH12.9% , F2020£E48#8131/300 £, ATeEm A&l A%
®EZHHE (WX HiFE£ERREmEIH R TR .

With the explosive growth of E-commerce, the number of online
shopping consumers increased from 74 million in 2008 to 413 million in
2015, and its proportion in overall internet users increased from 24.8% to
60%. Online retail sales reached to 3.88 trillion yuan in 2015, accounting
for 12.9% in overall retail sales, and will reach to 1/3 in 2020, thus
becoming the market creating the most jobs (from regional market to
national market and then to world market).

Anganghu@mail.tsinghua.edu.cn

@ EZE
EEH R

Institute for Contemporary (hina Studies, Tsinghua University

O ERMAANERUHNEERE. NERUERLXE, E2EH
v B SS RN O A BB il A 5320034 89 116.875 A L7+
E20144F#9336.37 Ao [EIZQIERWNERAY, m2014F£E
FHg RS Sl gl A Z]1003.75 A, BIERIERE. “M
HE” glF.
Internet will become the most important channel to create employment.
In terms of directly creating jobs, the number of urban employees in the
sectors of information transmission, computer service and software
industry increased from 1.168 million in 2003 to 3.363 million in 2014.
Indirect employment generated by Internet is more remarkable. For
example, the number of people starting business by opening on-line
shops reached to 10.037 million in 2014. Other instances are courier
service, Uber, Didi and so on.

Anganghu@mail.tsinghua.edu.cn
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@‘%Eﬁ?’iﬁ Conclu3|on. how will a billion Chinese
Institute for Contemporary China Studies, Tsinghua University |nﬂuence the WOI'| d’?

O “YH+)LzZA—REPkEER” (Jonathan Watts: When a Billion
Chinese Jump, 2010)

“When a billion of people all jump up together” (Jonathan Watts:
When a Billion Chinese Jump, 2010)

Q “HH/LZA—REtIHFER" (#F%E&WN, 2010)

“When a billion people all starting business” (Hu Angang, 2010)
Q FEFANKXBIHFET

China enters into mass innovation era

Q PEBHNTRSEHK

China enters into mass entrepreneurship era

Q FEFENABE (ZFFHVE) FRX

China enters into mass wealth creation era

Q FEFEN TR STRAET

China enters into “contribute to the world” era

Anganghu@mail.tsinghua.edu.cn
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