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The Natural Law is the
Gentlemen's Mission

By SHENG Hong

Highlights

Generalizing the Rules of Historical Evolution

by SHENG Hong, Director of Unirule Institute of Economics
Translated by MA Junjie, Researcher, Unirule Institute of Economics

Many understand that Sima Qian’s “investigate the interrelationship between the human and the universe, to generalize the rules of historical evolution and to formulate a unique
historical view”( ) was to raise people’s morale. In my recent investigation, there’s more than meets the eye. This motto consists in-depth
insights into history, which many have failed to grasp. For instance, in “to generalize the rules of historical evolution” ( ), the evolution( ) is not simple changes, but
change in the sense of evolution, instead of abrupt breakup between the old and the new. Therefore, the historical evolution is the evolution throughout history, a continuous process
of changes, just like today evolving from yesterday. Countless yesterdays and todays throughout history constitute the time process, and countless minor and seemingly insignificant
changes constitute the historical evolution.

As a historian, the first thing to do in order to generalize the rules of historical evolution is to understand such evolution. As an individual in the history, it means we have to “walk
through” or “communicate” the historical changes. However, to our frustration, historical does not always makes sense. Therefore, when we approach human history, we have to
understand and explain how history evolves, and what kind of changes are the “good” changes that lead history forward. Of course, we have to look into “bad” changes that lead to
catastrophes as well. Most importantly, how we understand history will determine how we shape it. So far, mainstream theories seem to have failed to do this. That’s because what’s
fascinating about history is not always the most critical, and what seems insignificant can bring about fatal changes.

The fascinating part of history are related to the big events, wars, revolution, bloodshed, and death. Or in other words, they have something to do with violence. Besides, in early
history of humankind, the hobbit of recording things had not come about, which accounted for the vivid record of the most significant events of human life. That explains why most
part of the history we see today is full of drama, heroism, and multiple dimensions. From an aesthetic perspective, such a history will fall in favor of the later scholars. Following some
of these events, new nations may be created, or new laws may be issued, which left people with a deep impression. It seems as if new institutions are the result of violence.

Therefore, what’s become the mainstream historical perspective is that history is made of big events, and thereby divided by historic periods. It preaches that history is shaped by
these symbolic events. Because of these events, great aspirations are achieved. And such aspirations are derived from smart theories which had nothing to do with history and its
conventions, but mostly a lot to do with criticizing such conventions. Thusly comes the grand narrative which in turn shapes our minds, convincing us that history is only made this
way. We hardly ever doubt this could be wrong, because we are filled with a passion to fight, to be a part of such an event, or to be in the center of a historical turning point.

Such a historical approach raises questions. In fact, if history’s major driving force is violence, then people could hardly discover any better institutions as a result of such violence.
That is because, according to Buchanan, good institutions should be the result of consent of all the related parties. That’s the famous principle of unanimous consent. Giving consent
indicates that an institutional change may benefit one or at least not put one in harm’s way. The more people give consent, the bigger the benefit will be. Unanimous consent means
no one’s put in harm’s way. In Buchanan’s earlier years, he limited the legitimate process of institutional changes to the principle of unanimous consent on the basis that it would
naturally bring about the “Pareto Improvement”. Apparently, giving consent implies voluntariness. Violence does not comply with this principle, and the winner of violent acts usually
do not ask for the approval of the losers. An institution which brings about winners and losers is not a good institution.

The uncertain result of violent acts does not depend on whether the advantageous party of the acts are “good people”. For mortal people with limited rationality and morality, there is
not a definitive line between being good and bad. In ultimate circumstances when one can decide the life and death of others, even the “good people” may lose their self control. For
example, the Massacre of Lydda tells us that when the Jews are in control, their treatment of the Arabs is no better that the Nazis’ treatment of the Jews. Therefore, the good guys
defeating the bad guys is merely fable. This also explains why the violent acts in modern history where people holding the righteous banners brought about bloody events and
backward institutions as a result.

So, if we admit that improvements have been made till now, is it done by voting? I should say, in very rare occasions. In modern times, elections are something to watch. Public
elections are rare and they are only held once a couple of years. It does not account for the continuous institutional evolution. Whereas, the unanimous consent are taking place daily
among the common people. One of its most common form is the market transactions. Thanks to these transactions, or the contract as their results, the main driving force of historical
change is revealed.

When it comes to study of the contract, I think Professor Steven Cheung’s contribution is by far the most important. In The Theory of Shared Tenancy, Professor Cheung wanted to
prove that shared tenancy was as efficient as fixed rent tenancy. However, what he discovered was that under a certain property rights institution, there could exist various forms of
contracts. And all the contracts in real life are efficient. On the other hand, in the same circumstances, the efficiency of different contract forms is different. That is to say, when the
property rights institution is given, the efficiency can be improved by changing the forms of contracts to achieve a similar outcome as property rights reforms.

What does it mean? We know that there are different institutions, and there are different reforms of institutional changes. What’s more, different reforms require different costs.
Sometimes, when the cost is too high, reforms can not be carried out. According to Douglas North, there are two types of institutions, the primary institution and the sub-primary
institution. The former refers to the laws, and the latter usually refers to the forms of contracts. The key to contracts is the mutual consent of the consenting parties, which is easy to
form. Because, if the two parties do not agree, they could simply walk away. The form of contract is a critical part of the contract. The parties can consent to the content, or the form
of the contract. Therefore, changes due to the change of contract forms are more frequently observed.

In comparison, laws are different. Laws require coercion, and the formation of laws usually implies violence. Even though laws can also be made by democratic legislatures,
unanimous consent is rarely achieved. But once a law is passed by the majority rule, it can endanger those in the minorities. Such groups will, in return, object the execution of the
law, and laws are coercive. In a non-democratic society, the group with violent power will definitely intervene; and in democratic societies, the majority will have to mobilize violence
with due process. As the change of law is the change of wealth distribution, therefore, the change of property distribution or the institution of property, such changes are hard to see
through because of the resilience of interest. In other words, the cost of changes of law, or reform of the property institution is very high.

Now we are faced with two types of institutional changes. Their outcomes may be similar, but the costs vary. A rational choice is the institutional reform with lower cost. Hence, most
of historical changes are in the form of changes of the contract. A recent example is China’s agricultural reform. What’s behind the collectivization of land property rights in the 1950s
was the ideological backing of the then political leaders. Faced with the pandemic famine caused by the false policies of “one big and two public”(“ ”) and the public
communes, the then minister of CPC’s Rural Ministry DENG Zihui twice met MAO Zedong, and proposed a solution of “household property rights”(“ ”) to mitigate the tragedy.
The essence was to change the form of contract without changing the nature of collective property rights. Under the People’s Communes, farmers are basically workers who are paid
wages(sometimes the wages are delayed), and the household property rights served as a contract of fixed rent lease. Unfortunately, MAO Zedong refused to listen.

After the reform and opening-up, DU Runsheng, DENG Zihui’s right-hand man, proposed this solution again. Time has changed, and the political leadership has shifted its attention to
economic development. As the output of household homesteads and private homestead was usually four to five times of that of the public crop-field, DU Runsheng, with his years of
working and research in rural areas, contemplated that a farmer would be able to do a year’s farm work in only 24 days.(according to GAO Wangling’s research in Reverse Behaviours
of Chinese Farmers ) DU presented his findings to the leadership, and there were two equally effective reform measures to take, one was to change the
collective land property rights to private, and the other was to adopt the household land property lease. However, the two measures have different costs. Due to the inertia of the
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long-lasting ideology, the former was severely refuted, and the latter took some heat, too. After compromises, the CPC Central Committee adopted that “recognition of the people’s
rights to choose must be taken”. The rest is history.

This is not a rare case after all. In fact, change of the form of contracts are often the cause of major institutional changes in human history, ranging from the collapse of serfdoms, to
the collapse of slavery. In Douglas North’s The Rise and Fall of the Manorial System: A Theoretical Model, the process was vividly accounted. At first, there was market emerging
outside of the manors, which was countered by manorial products, resulting in the free change of consumption combinations of the owners and the accumulation of money by the
serfs. In the time of the Black Death, labour was scarcer than land, which led to the raise of welfare for the serfs by the manor owners and later the compensation for the serfs were
higher than that of free workers. At this point, serfs “bought” themselves freedom with their money, and change their status to free man.

Similar logics played out in the abolishment of slavery. When we talk about slavery, we tend to think of the United States. She fought a war over it after all. However, the US was an
exception, according to Robert Fogel. In many other countries, slavery was abolished via transactions, that is slaves bought themselves freedom. Of course, there were laws
abolishing slavery in these countries. Such edicts mostly targeted the minors among slaves, stipulating that slaves, when reaching the age of 18, 21, or 28, should be set free by their
owners. These edicts also implied that before those ages, slaves could buy themselves freedom. It turned the attachment of the slaves to their owners into a contract of human labor.
And there goes slavery.

Market transactions is only one form of mutual “consent”. A more general consent was imbedded in conventions. Market transactions are merely one of these conventions.
Conventions are the refined form of all human interactions. There are conventions among parents and their children at home. What makes a convention is the consent of all those
involved, otherwise, it can’t last for long. Therefore, for most conventions, they have to be good conventions in the first place. As conventions are the results of long-time interaction,
it is a treat from nature for those who recognize that human society long for orders. For the earlier period of human society, what people usually did was to record these conventions
and passed the records on.

For example, the Torah is a detailed record of codes and conducts, such as giving sacrifice, treating contagious diseases, performing marriage, and even having meals. It is very
specified and detailed that it can bore people out. However, from a anthropological perspective, it was very smart of the ancient people to have recorded all these practices. As people
still follow these practices and their tribes developed and flourishes, these conventions must have been good. As they are good, they are stuck to and passed on. People also know
that perhaps they lack the ability to explain whey they are good in the first place, they’d better be left for future generations to dwell upon.

In China, a similarly important literature is the Book of Li( ). Similarly vivid and detailed accounts are recorded in this book, and the conventions and practices are called
Li(“ ”, meaning virtues, codes). In the face value, such Li is a code for human conducts. There are requirements for almost everything in human life, even how children should do
when they are dining in the presence of their parents. The fact that such codes were recorded so faithfully shows how people did not make much of a distinction as for what was
necessary and what was redundant. However, they believed all these conventions were better than nothing at all. They recorded them and left them for the later generations as
institutional legacy.

Later, this legacy came into effect. Intellectuals and elites contemplate and extract from these records. For example, the New Testament was more than just a record of the conduct of
Jesus, but also was full of insights and illustrations of the Old Testament. The conventions and conduct in the Old Testament served as the basis for the extraction of values and
principles in the New Testament. For example, God demands Abraham that circumcision should be carried out among the Jews, and this convention was reserved strictly among the
Jewish people. However, the New Testament spiritualized circumcision and made it innate. Different from the Old Testament, the New Testament discussed more about deeds and
conscience, speaking of righteousness by faith, instead of focusing on external conduct.

In China, a similar process was recorded in classical literature. In the Analects, Li is more than just the rituals, but internal values. Lin Fang asked Confucius about the essence of Li,
and Confucius replied that, “In festive ceremonies, it is better to be sparing than extravagant. In the ceremonies of mourning, it is better that there be deep sorrow than a minute
attention to observances”. In the Book of Li, besides detailed record of specific rituals and practices, comments made by Confucius constitute a major part, showcasing Confucius’
explanation of the spiritualization of the external rituals into principles and values. The utmost example would be the the Three Wu( ), “When there is that music without sound,
there is no movement of the spirit or will in opposition to it. When there is that ceremony without embodiment, all the demeanour is calm and gentle. When there is that mourning
without garb, there is an inward reciprocity, and great pitifulness.” ( ) Even without the outside sound, form, and
clothing, as long as the spirit of Li is followed, people can still reach the “fundamental principles of ceremonies and music”. ( )

This righteousness and Li eventually become general principles to guide the laws. In the West, the principles of Christianity influence the Roman law; in China, there was Chunqiu
Jueyu(“ ”), that is using the values and principles in the Spring and Autumn( , a ancient Chinese classic) to prosecute and judge. Even though laws and contracts and
conventions seem a lot different from one another, what distinguishes them is whether it is forcefully executed. In fact, the values and guiding principles of laws are mostly derived
from conventions.

This can be best demonstrated by the formation of the common law system in England. In the beginning, the royal circuit courts had little clue regarding handling a case. A simple
solution was to consult the locals, which constituted the early juries. Different from depicted on TV or movies, the jury not only told the judge how they felt about the case, but also
provided a conventional practice to enforce the judgement. It was from the juries that judges learned about local practices across areas, and later they bring with them the local
practices to Westminster. Through communication with their fellow judges, common principles for the common law system emerged.

The reason why common law is still a major legal system in today’s world is that the British people believe in their conventions. Medieval England was a peripheral state across the
Channel. It looked up to the advanced culture of the continent. Despite the popularity of Roman law on the continent, a great many British people believed their common law system
was superior to the Roman law system. Sir John Fortescue told Henry VI that England had fared through the Romans, the Britons, the Saxons, the Danes, and the Normans and their
rule, all of them “went through the norm of common law, like today. This common law, if not the best, must have been altered or abolished on the basis of righteousness or the will of
the arbiter. ”(On the Laws and Governance of England)

This coincides with our analysis of conventions. The reason why conventions are mostly good is because they are not thrown away in the long period of history, but rather, they were
embraced and agreed to over generations. The other reason is that conventions come from the people and their local experiences. They are rules generated in the everyday practice
of common people who had their independent judgement. In The Spirit of the Common Law, RoscoePound wrote that the power of the common law comes from its settlement of
specific disputes, whereas its counterpart, the Roman law, resides its power in the logical development of abstract principles. Of course, just like the development of Judaism and
Christianity, and the development of Confucianism in China, the abstract concepts of the Roman Law also find their roots in conventions. It was only later that people severed the
connection between the concepts and their underpinning experiences, which lead people to think that noble conceptions go without the root of convention, or against it.

When French revolutionaries talk about “natural rights,” Edmund Burke talked about “rights of man”. Natural rights sound righteous and credible, but it’s a concept without earthly
roots, whereas “rights of man” is more connected to convention. Edmund Burke wrote in Reflections on the Revolution in France that “In the famous law of the third of Charles the
first, called the Petition of Right, the Parliament says to the king—Your subjects have inherited this freedom (claiming their franchises) not on abstract principles as the rights of men,
but as the rights of Englishmen, and as a patrimony derived from their forefathers.” He thought there was something similar in France, too. It is clear, compared to the noble slogans
of the French Revolution, the horror, bloodshed, and brutality of the reality is beyond words. Many intellectuals articulated their criticism of the French Revolution, including Charles
Dickens with his Tale of Two Cities, and Victor Hugo with his Ninety-Three.

Besides Burke’s observations, in The Old Regime and the Revolution, Alexis de Tocqueville criticized the French Revolution for it didn’t not usher in new institutional resources and the
old regime was still utilized to achieve the goal of revolution. In The Crowd: A Study of the Popular Mind, Gustave Le Bon pointed out that the rational French gentlemen were
reduced to a passionate member of an emotional-driven crowd when they joined the revolution. In On Revolution, Hannah Arendt gave an in-depth comparison of the American
revolution and the French one, claiming that the lack of contractual structure and self-governing in the latter was due to the lack of convention and habit that connected people. As a
result, the crowd mentality kicked in, and tragedy and brutality ensued.

On the other hand, Arendt spoke highly of the American revolution. The reason was that she thought there existed the tradition of contracts and self-governing. I think that’s because
these early arriver from England still carried with them the great tradition of common law. As analyzed before, this tradition is so endurable that the ruling groups throughout history
could not change it. They had to accept it. Among them was Sir Edward Coke who emphasized that the “common law was superior to the king” which later led to the limited
monarchy in Arendt’s sense. As we can see, thanks to the endurance of this strong tradition, a firm base of experience that supported the common law lasted till today. In limited
monarchy, contracts and self-governing got to develop. Americans drove away the British, but the creation of a nation was not the natural result of violence. It was a result of
convention and traditions. Arendt summarized it in the following words:

“The colonists themselves, with a hundred and fifty years of covenant-making behind them, rising out of a country which was articulated from top to bottom- from provinces or states
down to cities and districts, townships, villages, and counties- into duly constituted bodies, each a commonwealth of its own, with representatives freely chosen by ‘the consent of
loving friends and neighbours’, each, moreover, designed ‘for increase’ as it rested on the mutual promises of those who were ‘cohabiting’ and who, when they ‘conjoined [them]
selves to be as one Public State or Commonwealth’, had planned not only for their ‘successors’ but even for ‘such as shall be adjoined to [them] at any time hereafter’ - the men who
out of the uninterrupted strength of this tradition ‘bid a final adieu to Britain’.”(On Revolution)

At last, we realize that the fascinating symbol of the American revolution was backed by the hidden conventions and traditions, and the American Constitution was not merely a
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collection of abstract principles but a bottom-up “increase” of them. For instance, the “due process of law” is a tradition of common law; the judicial review is also from the common
law system. Sir Edward Coke once stated that acts passed by the parliament shalt be reviewed by the common law, and annulled if judged thusly. Here, the noble concepts and
abstract principles do not go against conventions and habits, but they get inspired by them to achieve supreme legal authority.

However, when we follow the grand narrative, it does not make much sense to believe that we can create an ideal world by fostering symbolic violent events. China has maintained a
long time tradition of freedoms and rights, including free transactions of land, free migration, self-governing in counties, and free criticism of the rulers(a tradition of Zhou, Han, Tang
and Song dynasties). Compared to England at the time, China’s land institution was closer to modern market. It was until The Law of Property Act in 1925 that feudal land institution
was over once and for all. For a long period of time, land in England could not be bought or sold as those who crop on these lands were dependent of the land owners. According to
Xian Hongchang’s A History of British Land Laws, the British did not carry out land institutional reforms, but used other alternatives to “replace”, “reassign” or “rent and lease” in order
to mobilize the land. Even though the transaction cost was as high as three years’ rent, such practices still facilitated the Industrial Revolution and urbanization.

Free transaction of land was a long time institution in China ever since the Han Dynasty. It matured in Ming and Qing Dynasties. The property rights of a piece of land is divided into
“bottom rights” and “face rights”, and the owner of the face rights did not need the consent of the owner of the bottom rights to sell his face rights of a piece of land. It was a great
shame that such an effective land institution was considered a great obstacle for China to develop under an abstract and radical slogan. In replacement, a new land institution that
removed all property rights of farmers emerged, and that is the collective ownership of land. This change was based on an idealist Utopia. Eric Voegelin criticized that, “”(Modernity
Without Restraint)

Even with political coercion, this path did not prove to be passable. The Great Famine proved it, and the decrease of agricultural productivity proved it. As discovered, the agricultural
productivity from 1952 to 1978 was no higher than that in 1887, that was 1000 kilos per capita.(Agricultural Economic History of China by Cao Guanyi). In 1961, this number dropped
to 674 kilo per capita. According to Gao Wangling, as farmers could not disregard the collective homestead, they poured their efforts to private homestead and expanded them in
order to produce more crop, a practice dated back to three thousand years ago.

By 1978, most of the political leaders had realized that they were leading the country to the wrong future. What happened was described above. Professor Cheung discovered that
there was no such concept of property rights in China, but the concept of contracts. He said that “the reform of rights can be approached by modifying the contracts. It is a great way
to avoid another blood-shedding revolution, and in the same time enjoy the stable effect.” (Economic Explanations, Vol.IV) The choice of household property rights was merely a
return to the tradition, without reaching the optimal result. It can be illustrated by Professor Cheung’s theory. From a philosophical point of view, Professor Cheung spoke of the
hidden factor in history. Like he said, the theory of contract is the missing link of economics. I would like to add that the key cannot be found in the lamplight.

Without recognizing the contracts, or the traditions, many intellectuals thought modernization mean total denial and objection of traditions and conventions, or the denial of the
Confucian spiritualization. They believe the noblest and most advanced theories and principles should be brought in from abroad, and laws should be made in this manner with due
process. And voila! The education of these laws will be embraced by the Chinese society. It does not work. A country with a history of over five thousand years cannot simply be a
barren land where there is no process of interaction-generated conventions, and the extraction of principles from conventions, and law making with the underpinning of such
principles. What these intellectuals are doing is to sever the cultural root for the law-making. What’s sadder, the laws made in this manner are depriving us of our conventional
freedoms and rights.

A lot of mistakes have been made in the name of “breaking up with traditional conceptions” during the Cultural Revolution, of “Criticizing Lin Biao and Confucius”, of modern China’s
effort to take up against tradition and Confucianism, which was due to a misunderstanding of history. It was also because many Chinese intellectuals mistook Europe for the whole
West without being critical as Sir John Fortescue, Sir Edward Coke, or Edmund Burke. These great thinkers saw convention as the root, and regarded tradition as the source, and used
experience as the standard to judge, without being overwhelmed by smart theories. Many intellectuals believe modernization is a scientific question with only one right answer. They
fail to see that a complex system like the society requires more than one answer. They also believe that the defeated civilization amounts to nothing, but they failed to see that all
success and failure are relative. The winners had merely more advantages and made less errors. Besides, the military failure is also in itself a paradox in the cultural sense.

We see the winners that destroyed the ancient Greek and Roman civilizations revered their culture as orthodox, and the Jewish state defeated by the Romans did not overlook their
own cultural tradition for the military failure. When I visited Israel in 2014, I was impressed by Professor Amos Oz who insisted on his Jewish tradition. He insisted to put the stuff at
use in the living room while storing whatever else in the basement for future occasions. Do not discredit your tradition, that’s a smart thing to do. As I read in his book Jews and
Words, I realized how the Jewish people reserved their tradition over time. Jewish classics such as the Torah and the Talmud were always placed on the dinner table so that while
they eat, they discuss and read. “Reading is like prayer, like ceremony, like enlightenment. Reading is wisdom.”

As we know, reserving traditions and conventions requires more than dwelling upon the past. The spiritual values are extracted from conventions, and the moral principles are
summed up from traditions. That’s the only way they surpass the external form of traditions and conventions, and that’s how we as a people are able to pursue ideals while keeping
our feet on the ground. From experience, only people of this kind could pave the path of history and lead the other nations in the world. For us Chinese, there’s more to it. From the
perspective of interaction, like natural forces, there are things that cannot be overthrown or altered by political dynasties, and the Shi( ) who are dedicated to the Way( ) will
act according to these Li( ), create cultural traditions that survive emperors and kings, and endure political forces. We need to learn from those civilizations that revere their
traditions and conventions, discover the seed of the future from the past, and tread the way from history to contemporary times. It is in this change of silent contracts and
conventions that the prosperity of the Chinese civilization will find root.

 

https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.81.euR6a1&id=552282042955&user_id=345705650&cat_id=2&is_b=1&rn=fed00c7e23c26dc5781893c3902c27c4
https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.51.bhyYaC&id=553162730608&user_id=3310271582&cat_id=2&is_b=1&rn=06ea264a3bc1edf67fab9f2266403577
https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.1.tFjNMW&id=530783582346&standard=1&user_id=2627894397&cat_id=2&is_b=1&rn=fa6f36f6fcfc6e703aa1d86ee51f3ec2
https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.16.HImwL6&id=553130677879&user_id=325727065&cat_id=2&is_b=1&rn=f6dc58d9e6f6629164551b4e4affa34f
https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.6.SjIVto&id=524962524299&user_id=2393933939&cat_id=2&is_b=1&rn=0ae69592dd71437c2262aae0a9eb16cd
https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.36.M843OR&id=553206787919&user_id=1692731534&cat_id=2&is_b=1&rn=310f19e033615c66f34d74e98f989546
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The Economic Explanation of
Confucianism

By SHENG Hong

Law of Blood Payment
By WU Si

The Great Wall and the
Coase Theorem
By SHENG Hong

Innovating at the Margin of
Traditions

By SHENG Hong

Economics That I
Understand

By MAO Yushi

Why Are There No Decent
Enterprisers in China?
By ZHANG Shuguang

 

Current Events 

Press Release of Unirule Research in Healthcare Reform Held in Beijing

June 30th, a press release of Unirule research in healthcare reform was held at Unirule Beijing Office. The report of this research entitled “A Theoretical Analysis, Performance Evaluation,
And Reform Solution on Health Care System in China” was released. Present at the press release were research team members and famous economists including Professor ZHANG
Shuguang, Chinese Academy of Social Sciences; Professor HAN Chaohua, Researcher of Chinese Academy of Social Sciences; Professor Guping, and journalists from the media.

Professor SHENG Hong, research team director and director of Unirule Institute of Economics, first introduced the framework and basic findings of the research, illustrating from three
perspectives, namely healthcare services, medicines, and healthcare insurances, the basic principles and specific measures for the healthcare reform. He also gave a rough estimate of the
benefit of such a reform path.(To read more.)

 

 

A Book Reading Salon on Hayek's Constitution of Liberty Held in Beijing

July 12th, from 2pm to 8pm, a book reading salon on Hayek’s Constitution of Liberty was held at Unirule Beijing Office by Unirule China Entrepreneur Research Center. Seven International
scholars and professors from domestic universities attended this event, including Professor Christopher Lingle, Professor Ken Schoolland, Ms. ZHAO Li, and Dr. Barun Mitra. Chapters on
welfare state, social security, labour union and employment, taxation and redistribution, and education and research were discussed.

 

The Fifth Session of Western Classics Reading Class Held in Beijing

July 8th, the fifth session of Western Classics Reading Class on Tradition and Revolution was held at Unirule Beijing Office. Professor LIU Junning, Mr. Aiziyou, and independent scholar
Ningyue directed the discussion. The event centered on the distinction between evolution and revolution, their relation with tradition, how we should treat tradition in the time of social
transformation, principles for reforms, and the lessons of the French Revolution, etc..

https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.21.2mzFLv&id=553090505155&user_id=422066770&cat_id=2&is_b=1&rn=789035a621e329829a07ef22a1cffa1f
https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.28.SmhV7j&id=36908824045&user_id=598576100&cat_id=2&is_b=1&rn=72265c089c0e4a7ae3a41c154b23054e
https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.16.I3gcfb&id=542306368776&user_id=2185618861&cat_id=2&is_b=1&rn=0389f1e249fdd746f1c74467c15954ac
https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.6.VPSljM&id=45167106807&user_id=349908536&cat_id=2&is_b=1&rn=2298ba86c39296344a68339df2a2fd9f
https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.16.bhyYaC&id=553029012038&user_id=2605092085&cat_id=2&is_b=1&rn=06ea264a3bc1edf67fab9f2266403577
https://detail.tmall.com/item.htm?id=553196747077&toSite=main
http://english.unirule.cloud/events/2017-07-09/1038.html
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What Should China Rely On
for Food Security?

By MAO Yushi and ZHAO
Nong

Case Studies in China’s
Institutional Change (Volume
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Unirule Releases Macroeconomic Quarterly Report 2017 Q2 in Beijing

July 26th, a press release of Unirule Macroeconomic Quarterly Report 2017 Q2 was held at Unirule Beijing Office. Professor ZHANG Shuguang and Ms. ZHANG Chi authored the report
entitled “Economic Stability with Mounting Financial Risks”.

In the second quarter of 2017, China’s GDP growth rate was 6.9%, same as the first quarter, the industrial added value grew by 6.9%, investment grew by 8.6%, and the import and
export grew by 15.0% and 25.7%, a smooth growth for the first half of the year. With faster negative growth of investment and steady confidence of consumers, and better trade
conditions, the economy is expected to stabilize even further. However, multiple issues were spotted in the financial sector. More measures are to be taken to mitigate the mounting risks in
this sector.

Unirule Macroeconomic Quarterly Report is authored by Professor ZHANG Shuguang from Chinese Academy of Social Sciences.

 

 

The Third Session of the New Confucianism Class Held in Beijing

May 21, the 3rd session of the New Confucianism Class was held at Unirule Beijing Office. This session was joined by Professor LI Weiguang from Tianjin University of Finance and
Economics. He spoke on “The Legacy of Shangjun— A Comparative Study of Confucianism”. Professor LI Weiguang illustrated the cause of inflation by property rights policy in history, and
explained the difference of values of the east and the west. Even though Confucianism has dominated China over a long period of time, it is the Legalists who really dominated the nation
building and the evolution of institutions. Professor LI Weiguang spoke highly of Shangjun’s promotion of the limit of monarch’s power and the importance of establishing a legal
framework.

 

The Fourth Session of Western Classics Reading Class Held in Beijing

June 10th, the fourth session of Western Classics Reading Class on Division of Labour and Economic Calculation was held at Unirule Beijing Office. Professor QIN Hui from Tsinghua
University; Professor WANG Jianxun from China University of Political Science and Law, and Professor Ningyue, independent scholar joined the participants. The topics of this session
ranges from the conservative understanding of liberty, the relation between liberty and order, the meaning of a society and citizens, and the natural rights. The book for reference for this
season include Edmund Burke’s Liberty and Tradition , and Conservatism by LIU Junning.

 

 

 

 

News

Unirule 10-D Spatial Simulation Planning Model (SSPM)

The Unirule 10-D Spatial Simulation Planning Model (SSPM) is a mathematical and computational model based on economics. It is developed by a Unirule research team led by Professor
SHENG Hong. SSPM is designed to simulate the development scale, economic density, industry distribution, resource constraints, ecological preservation, institutional influence, policy
effect, and the evolution process in the next ten to twenty years or even longer period for a region. SSPM provides reference for the regional economic development strategy making, which
can be directly adopted in the planning on regional economic development, population, land use, industry development, townships, water and ecology.

So far, SSPM has been adopted in the industry planning of Qianhai Area, Shenzhen, and the economic development planning of Yangcheng County, Shanxi Province.

Learn more about the SSPM

 

Current Researches/ Consulting

Improving China’s Implimentation and Supervision Institution of the Constitution

At present, research on the implimentation and supervision institution of China’s constitution is insufficient. Multiple problems exist in the current studies, such as the lack of a cultural
perspective, and empathetic understanding of China’s political tradition; a lack of authentic Chinese perspective and an indulgence of Westernized framework of analysis; and a lack of
reflection of the reality and the existing political framework.

 

The research on China’s constitution review institution should put the protection of civil rights and constitutional construction first, with a reflection of China’s reality and take in the
advantages of external researches. A plausible research approach is as follows: 1. This research ought to provide a right relief mechanism; 2. It should take into account that China is a
vast country with imbalanced regional development realities which foster unique and differentiated conceptions of the law and politics in general; 3. It should be built upon the current
constitutional structure and take into account the interactive system of the power of the party, the National People’s Congress, etc. in order to make it a progressive research, which can
enable the elements of constitutionalism to supplement the current constitutional framework; 4. Scrupulous examination should be given to constitutional practices in other regions and
cultures, especially those influenced by the Chinese culture or with a similar institutional set-up, such as Taiwan and France; 5. Observations should be made in regard to the traditional

https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.6.DDxUwU&id=42814499494&user_id=2326368877&cat_id=2&is_b=1&rn=77b54a66fa74908a94dafff5f4b5c49f
https://detail.tmall.com/item.htm?spm=a220m.1000858.1000725.16.yAATZD&id=43833334394&user_id=2393933939&cat_id=2&is_b=1&rn=1b9ef5814fe157fc112d3ba559471db2
http://english.unirule.org.cn/Files/2014/20141027.docx
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Chinese institutions, such as the institution of the expostulation system (“ ”, or giving advice),  supervision system, and the institutions established in this light, e.g., Taiwan’s
Control Yuan.

 

Improving Entrepreneurs' Survival Environment: Abolishing Death Penalties in Relation to Fund-Raising Cases in China

In recent years, environment for private enterprises has been taking a deteriorating turn, which attracts attention from the media and the academia. The causes are complex and multi-
faceted, including: 1, the abuse of powers by government officials as the government powers expand; 2, “the private-owned deteriorating with the state-owned advancing” (guojin mintui)
worsens the picture where the survival environment for private enterprises gets more and more squeezed; 3, external demands of enterprises decrease while internal cost increases; 4,
financial suppression escalates with the industrial restructuring and updating lagging behind; and 5, the fluctuation of macroeconomic policies by the government poses uncertainty for
production and investment. Moreover, many innocent entrepreneurs were labeled and persecuted for their “gangster behaviors” by the policy and law enforcements in Chongqing city,
which was just a glimpse of similar occasional “gangster crashing” movements in the country. Many entrepreneurs are suppressed and sanctioned in the name of “illegal fund-raising”.
According to active law, the court can sentence entrepreneurs to death penalty with this charge.

 

Unirule Institute of Economics is planning to undertake research on the problems of the crime of “illegal fund-raising” and specific methods to abolish this charge.

 

It is fit for Unirule to carry out this research project. Unirule Institute of Economics is a non-profit, non-governmental organization, which focuses on institutional economics with expertise
in economics, laws, and politics. It has been dedicated to independent research on China’s institutional reforms and public policies as well as the reform of private finance. In 2003, 2011,
and 2013, Unirule held seminars on the cases of Mr. SUN Dawu, Ms. WU Ying, and Mr. ZENG Chengjie. These seminars have been very influential before and after the close of the cases.

Unirule Institute of Economics has undertaken research projects in corporate finance and private finance in recent years. Over the years, Professor FENG Xingyuan has been carrying out
pioneering research on private finance and private enterprises. He has gained rich experience and published many publications and papers on relevant topics, including “Report on the
Freedom of China’s Corporate Capitals”, “Report on the Survival Environment of China’s Private Enterprises 2012”, research on the risks of private finance, etc. In August 2013, Professor
FENG Xingyuan and his research team completed and released the “Report on Private Enterprise Fund-Raiding in West Hunan and the Case of Mr. ZENG Chengjie”, which analyzed and
assessed the process, nature, problems, and causes of a series of events and proposed policy recommendations concerning the fund-raising activities in West Hunan and the case of Mr.
ZENG Chengjie.

 

Business Ethics Declaration of Chinese Entrepreneurs

Over the last three decades, China’s economy has been embracing rapid growth with entrepreneurs being a key drive. The biggest and most significant structural change is the rise of
entrepreneurs who constitute the pillar of the society nowadays. Today, the biggest, and the youngest group of entrepreneurs are going international, bridging China and the world.

However, because of the abnormal political, social and ideological environment of China for the last five decades, Chinese entrepreneurs happen to be widely confused and for the last
thirty years, the emerging group of entrepreneurs has been suffering from severe anxiety over identity:

Firstly, due to the long time anti-market ideological propaganda by the authorities, many entrepreneurs believe they have the “original sin”. They are led to believe that their profits are
based on exploiting the workers, which further leads to their confusion and anxiety over the ethical justification of their fortune and profits.

Secondly, this anti-market ideology also affects the public; leading the public to envy the fortune of entrepreneurs while disrespect them since their deeds are “unethical” and “dishonest”.
This public opinion, in return, affects entrepreneurs’ self-identity. They, therefore, can’t convince themselves of the contributions they make to the society, or identify themselves within the
social hierarchy.

Thirdly, Chinese entrepreneurs, especially those whose enterprises have gone international, are bothered with this severe identification anxiety. Chinese people stand out in
entrepreneurship, so do Chinese enterprises. But what are the driving forces behind? Thanks to the long time culture break-up from the traditions, and the anti-tradition propaganda,
Chinese entrepreneurs find it hard to comprehend and identify their cultural and social roles. This leads to the chaotic and restless mental state of entrepreneurs. This also results in the
lack of a cultural supportive pillar for enterprise management in China.

“Business Ethics Declaration of Chinese Entrepreneurs” aims to provide answers to the anxiety over identity for Chinese entrepreneurs, to re-identify them by providing authentic and
orthodoxical conceptions, to help them mature their thoughts and corporate social responsibilities.

This research project is committed to establishing a value system for Chinese entrepreneurs. To confront the anxiety over identity for Chinese entrepreneurs, this project provides answers
to the three questions below:

1.Do Chinese entrepreneurs have the “original sin”?
2.What do Chinese entrepreneurs contribute to the society?
3.How do Chinese entrepreneurs gain respect?

 

An Economic Research of Chinese Urban Smog Management 

The issue of smog has been on the spotlight in China that no matter government officials, ordinary citizens, or journalists and the press have expressed serious concern and anxiety
towards it. Unirule Institute of Economics takes on this research topic and is conducting an economic research on China’s urban smog management.

The urban smog is attributed to multiple factors with many interest parties involved, which also makes it an economic issue. Unirule seeks to find a solution to the management of smog by
the design of institutions from an economic point of view.

 

 

Fairness and Efficiency of Financial Resource Allocation

The first scale problem of the fairness and efficiency of financial resource allocation is whether the overall tax bearing standard falls within the optimal interval, whether the design of tax
kinds and the mechanism will harm the development of the economy. The second scale problem is whether the expenditure structure of the existing financial resource allocation, especially
transfer payment, obeys the principal of justice, and the efficiency of financial expenditure especially the general administrative costs.

Unirule Institute of Economics is going to undertake research on the fairness and efficiency of financial resource allocation with the emphasis on the second scale problem. In order to fulfill
the ideal of justice in a society, the involvement of financial resource allocation is one of the methods, and a universal one. A state can promote justice by implying financial expenditure in
two ways: the direct and the indirect way. When applying the direct way of implying financial expenditure measures to promote justice, financial expenditure is directly distributed to
individuals to fill the gap of incomes between individuals.

 

Among the financial expenditure items of China are pensions and relief funds for social welfare, rural relief funds as well as social insurance funds. The indirect way is by governments'
increase in expenditure used for supporting agriculture and villagers, construction of infrastructure, education and medical treatments. This research is on the justice of financial resource
allocation and it deals mainly with whether the transfer payment of financial resources obeys the second rule of Rawls's theory of justice, which states that when violation to the first rule
has to be made, resource allocation can be towards the poorest group of people. Besides the justice issue, efficiency is also involved in the financial resource allocation. The administrative
costs of China have long been above the average standard of other countries in the world, therefore, a big amount of public financial resources are wasted (trillions of RMB per year as
estimated). In regard with the efficiency issue of the financial resource allocation, this research deals mainly with the change of ratio of administrative costs by government agencies (in
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addition to other costs, such as medical treatments of government officials covered by public budgets, and housing subsidies) of financial income. The reform of the fiscal and taxation
system is one of the core issues in China's on-going reforms. This research aims not at a comprehensive examination of the fiscal and taxation system, but a specific aspect which is the
"fairness and efficiency of financial resource allocation", and evaluating the status quo of China's financial resource allocation.

Research on China's Urbanization on the Local Level

Urbanization is one of the most essential economic and social policies of the new administration. The emphasis of this policy is posed on medium and small cities as well as townships. As
noticed, there are thousands of industrialized townships in China with their social governance lagging far behind their economic development.

Firstly, a big population is located in between the urban and rural level, which can't transform into citizens. Hundreds of millions of people have left their villages and moved to
commercialized and industrialized towns. They are in industrial and commercial occupations and it is highly unlikely that they would go back to their villages. However, they are not entitled
to local Hukou registration, which further leads to the deprivation of various rights, for example, the right of education.

Secondly, public governance in such industrialized and commercialized towns, in general, is at a rudimentary level. The number of officially budgeted posts is asymmetric with the
population governed, which leads to the employment of a large number of unofficially budgeted staff and unjustified power to govern. There is a lack of financial resources for the local
government to carry out infrastructure construction or to provide public goods sufficiently. Thirdly, the urbanization results in imbalanced development of the structure of society. Since the
industrialized and commercialized townships are unable to complete urbanization, urbanization in China has basically become mega-urbanization which is dominated by administrative
power. Local governments centralize periphery resources with administrative power and construct cities artificially, which impedes townships and villages from evolving into cities by
spontaneous order. Fourthly, industry upgrading can't be undertaken in those industrialized and commercialized townships and the capacity for future economic development is greatly
limited. The industry upgrading is, in essence, the upgrading of people. Enterprises ought to draw and maintain technicians, researchers, and investors, to meet their needs for living
standards, which cannot be satisfied by townships. Similarly, the lagging urbanization reversely sets back the cultivation and development of the service industry, especially the medium
and high-end services.

Unirule Institute of Economics is going to carry out research on urbanization of China on the local level, aiming at improving public governance of the industrialized townships, optimizing
the urbanization methodologies, and improving the "citizenization" of migrant workers, therefore further pushing social governance towards self-governance and democracy.

 

Research on the Public Governance Index of Provincial Capitals

At the beginning of the year 2013, Unirule conducted field survey, including more than 10 thousands of households in 30 local capital cities. According to the field survey, the Public
Governance Index was derived. The main conclusions of the PGI report as below:

Three statements summarize the status quo of public governance in provincial capitals. Firstly, public services have generally just gotten a pass. Secondly, protection to civil rights is
disturbing. Finally, governance methodologies need improvements. These statements point out the solution: the structure of the society needs to be altered from that with a government
monopoly to a civil society with diverse governance subjects. The ranking of provincial capitals in the public governance assessment from the top to the bottom is as follows: Hangzhou,
Nanjing, Urumqi, Tianjin, Chengdu, Shanghai, Beijing, Nanchang, Xi'an, Xining, Shijiazhuang, Wuhan, Guangzhou, Yinchuan, Hohhot, Chongqing, Shenyang, Changsha, Jinan, Kunming,
Nanning, Haikou, Fuzhou, Guiyang, Harbin, Hefei, Changchun, Zhengzhou, Taiyuan and Lanzhou.

Generally speaking, all provincial capitals are graded comparatively low in the three public governance assessments from 2008 to 2012. Even those that ranked the highest in performance
have just barely passed the bar of 60 points. Few provincial capitals with poor public governance got over 50 points.

There is a certain amount of correlation between the changes of ranking and improvements in public governance in provincial capitals. In the short term, should the capital cities be willing
to raise their rankings, they can achieve this by increasing transparency in government information and civil servants selection, encouraging local non-governmental organizations, or
promoting wider participation in local affairs. There is but a weak correlation between public governance and the local GDP level. However, a strong correlation exists between the rankings
and the equity of local fiscal transfer payment. That is to say, a region gets a higher ranking in public governance if subsidies to local social security, medical care, education and housing
are distributed more to the poorest residents in that region. On the contrary, a region's ranking falls if such resources are distributed with prejudice to the groups with high incomes. This
phenomenon shows that equity is of significance in the assessment of the government by the people.

When residents are not satisfied with medical care, elderly support system, water supply and electricity supply, the situation can be improved when they complain to the government. But
when similar situations take place in public transportation, environment greening, heating systems, and garbage management, whether by collective actions or filing complaints to
government agencies, residents can hardly be satisfied with what the government does.

According to the three public governance assessments carried out from 2008 to2012, we discovered that the Gini coefficient of residents in provincial capitals was decreasing and the
income fluidity was improving. From 2010 to 2012, citizens' comments on protection of civil rights are deteriorating, especially in terms of property and personal security. The request for
freedom of speech is also increasing. For the moment, citizens in provincial capitals have a low evaluation on the cleanness and honesty of local governments.

 

Research on Disclosure of Government Information

Room for reforms is getting narrower as the opening-up and reforms deepen. It also leads to a more stabilized vertical mobilization of the demographic structure with the conflicts in the
distribution of interests exacerbating. A collaborative system centering the political and law system and involving close cooperation between the police, courts, petition offices, and the city
guards (Chengguan) is developed to deal with social unrest. This system is operated by local governments and finalized as a system of maintaining stability (Weiwen). There have been
Internet spats over the amount of Weiwen funds. It is unsustainable to maintain such a Weiwen system, and the disclosure of government information is the most significant approach for
this end. The essence of public governance is to dissolute conflicts instead of hiding and neglecting them. And one way to achieve this is by sufficient communication. Public and
transparent appraisement and supervision cannot be achieved without transparent government information, otherwise the result will be the exclusion of citizens from public governance.

Unirule Institute of Economics has been undertaking research on the disclosure of government information since 2011. This research is carried out not only from the perspective of the
regulations for the disclosure of government information which evaluates whether governments of various levels are obeying the regulations and their performances, but also by examining
information disclosure laws in developed countries while looking at the status quo in China. There are seven aspects where government information disclosure can be improved, namely,
information disclosure of government officials, transparency of finance, transparency in the decision-making mechanism, transparency in administration, transparency in public services,
transparency of enterprises owned by local governments, and transparency in civil rights protection.

 

Upcoming Events

Unirule Biweekly Symposiums

Unirule's Biweekly Symposiums are known in China and throughout the world for their long history of open and in-depth discussions and exchanges of ideas in economics and other social
sciences. Over 380 sessions have been held and over 15,000 scholars, policy makers, and students, as well as countless readers on the web, have directly and indirectly, and participated in
the Biweekly Symposium for close to 20 years.

Biweekly Symposiums begin at 2 p.m. every other Friday and are free and open to the public.

Schedule 
Biweekly Symposium No. 579: 11th Aug., 2017 
Biweekly Symposium No. 580: 25th Aug., 2017
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Comments? Questions? Email us at majunjie@unirule.org

Previous Biweekly Symposiums

Biweekly Symposium No. 571: An Analysis of Sharing Economy from the Perspective of Monopoly and Competition.

Lecturer: JIANG Qiping

Host: SHENG Hong

Commentators: ZHANG Shuguang, YANG Peifang, HAN Chaohua

 

Professor JIANG Qiping introduced his recent observations of the development of the sharing economy in China. His latest book Sharing Economy has been a bestseller. He structured his
lecture in accordance with his book, 1) the proposal of the topic and its economic background; 2) the theory of resource allocation and the benefit allocation caused bin the technological
advance and information production; 3) the advance of the theory and related issues, including theory of value, theory of property rights, theory of equilibrium, and theory of welfare.

Professor ZHANG Shuguang, Professor YANG Peifang, and Professor HAN Chaohua attended the event and commented on the lecture.

 

Biweekly Symposium No. 572: "One Belt, One Road”: The Past and Today. .

Lecturer: YIN Gang

Host: SHENG Hong

Commentators: YIN Jiwu, WU Si, SHENG Hong

 

Professor YIN Gang is an expert in Asia Minor. His lecture focused on the history of the vast areas related to the Road-and-Belt Initiative, the history, and the later development. He
introduced the interaction between China and the Central Asian areas and the Asia Minor in the history, the development of religions, the evolution of the culture, and the implication of the
economic and political development of Xinjiang on the Road-and-Belt Initiative. In his lecture, Professor YIN Gang emphasized the importance of commercial communication, the
significance of effective governance, and the prospect of this Initiative.

Professor YIN Jiwu, Mr. WU Si, and Professor SHENG Hong attended and commented this lecture.

 

 

 

Editor: MA Junjie
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