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I was amazed by a piece of news about the Ministry of Civil Affairs along with 8 other ministries issuing a policy document implementing a dual management system on social think
tanks a few weeks ago. Be it 9 ministries or more, what these ministries are is executive branch of the government without legislative power. How can it be allowed to “issue” an
“suggestion” and implement a dual management system on think tanks without enquiries and dual process? Isn’t it a violation of the legislation? Regarding the legislation, the
Constitution of the People’s Republic of China stipulates that “the deprivation of citizens’ political rights,…” “only by drafting laws.” These “political rights” include the rights for
“freedom of speech, of the press, of assembly, of association, of procession and of demonstration”, whereas laws are only drawn up by the National People’s Congress. According to
the Legislation Law of the People's Republic of Chinaҁ2015҂҅“Departmental rules not based on a law, State Council administrative regulation, decision or order must not impair the
rights of citizens, legal persons or other organizations, or increase the scope of their duties; and must not increase the power of that department or reduce that department's legally
provided duties.”ҁArticle80҂.
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This “Suggestion” is entitled “Suggestions on the Healthy Development of Social Think Tanks”. Going over it carefully, constraints and violations of citizens’ rights by the Constitution
are easily spotted, especially vicious attack on Article 35 of the Constitution that protects “freedom of speech, of the press, of assembly, of association, of procession and of
demonstration”. The “dual management system” in this “Suggestion” requires that social think tanks are overseen not only by the Ministry of Civil Affairs, but also by a superior
operations department. It’s worth pointing out that the so-called “management” refers to “lawful registration, supervision and inspection, administrative execution, and scrutiny in
checking the scope of operations”; it even requires that “approval must be obtained accordingly if the think tanks are involved in international communication and cooperation, issuing
journals, running websites, and opening social media accounts such as Microblogs and WeChat public accounts.” That is to say, these ministries and departments are 100 percent in
charge of whether a “social think tank” can, if at all, be established and have its only physical or online media platform.

Unirule

Apparently, it goes against Article 35 of the Constitution and constitutions a serious violation against the civil rights established by the Constitution. Accordingly, it can be seen clearly
that these ministries and departments are trying to delegate more powers to themselves via this “Suggestion”, which is just what the Law of Legislation forbids.
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Books

Some might say that under the framework of the Law of Legislation, administrative departments are entitled to set up their own departmental regulations. True that. But there are
premises for doing so. First and foremost, it should not be against the Constitution or a superior law, “the legal force of the Constitution is the highest, and no laws, administrative
regulations, local provisions, autonomous regulations, special regulations or rules whatever may conflict with it. ”(Article 87) and these regulations should be within the “power of that
department”. As discussed before, this Suggestion does not only violate the Constitution and the Law of Legislation, but also its superior laws. Why so? The establishment of these
ministries and departments are under the current legal framework, where as there is no such a superior law regulation the set-up and operations of “social think tanks”. And now that
the Suggestion was issued to create a non-existent legal conception in order to regulation a non-existent legal term, which is obviously a violation of the superior law in the basic
terms of law, and it surpasses the scope of a department’s powers.
In fact, the concept of “think tanks” is not a legal term. According to its definition, a think tank is an informal, symbolic way to address such an entities that normally falls into the
category that includes research institutions within corporates, research agencies inside the governments, policy research organizations in universities, and research organizations in
non-governmental and non-profitable organizations. If we dig a little deeper, a loosely connected network of scholars in the form of cafe gatherings can also be deemed a form of
think tanks. When the word “think tank” is translated into Chinese, it literally means an entity of thoughts and wisdom, without any specific boundaries. Even in a legal entity, think
tanks exist as a secondary entity. If such direct intervention is to be implemented on these secondary entities, it’s a rank violation of the rights to manage a corporate’s(governmental,
commercial, or non-governmental) own secondary entities. In addition, registration and approval will also need new division within the government to be set up, and these divisions
will be asked to address various inter-sectoral and ambiguous organizations. It’s against the Law of Legislation for these departments to set up such divisions in the first place, and
without checks and balances, these divisions will deteriorate into competition for more budgets, which leaves only the society and citizens’ rights in harm’s way. And it’s not supposed
to be determined by the administrative departments.
This being said, from the perspective of due process, this Suggestion falls short of legitimacy. Firstly, it’s merely a “Suggestion” instead of a departmental regulation. According to the
natural understanding of “suggestions”, they are no more than a one-sided opinion on certain issues, which can no way be considered a regulation of due process. According to
Hayek, “suggestions are differed opinions of the feasibility of certain behaviors and actions”, in order to indicate “approval” or “dis-approval”(Law, Legislation and Liberty, China
Encyclopedia Press, 2000, p18). Apparently, suggestions beg for discussion instead of forceful implementation. The reason why it becomes a handy tool for department to confuse
with regulations is that, from experience, suggestions lowers people’s understanding and requirement for the drafting of regulations, which not only evades the due process of
legislation, but also obtains the concrete power. For instance, the Document 38(38ݩկ) which established the monopoly in the oil and gas industry is a “Suggestion” of this nature,
which entitles the Two Buckets of Oil(ӷရ) omnipotent monopolistic power.
Secondly, according to the Law of Legislation, due process is required even for drafting departmental regulations. This process entails “In the process of drafting administrative
regulations, the opinions of relevant organs, organizations, people's congress delegates and the public shall be broadly heard. In gathering opinions, various methods may be
adopted, such as panel discussion, evidence review meetings and hearings”. Apparently, this Suggestion did not follow such due process. How so? Should such panel discussion,
evidence review meetings, and hearings be held, they would have been on the news. And yet, there’s no such coverage before the Suggestion was released.
Thirdly, according to the Law of Legislation, “ The Rules of departments shall be subject to decision by the executive meetings of ministries or meetings of commissions. ”(Article 75)
and “The rules of departments shall be promulgated by orders signed by the heads of the departments. ”(Article 76) There is no evidence suggesting that discussion was held and
approved according to the Law of Legislation since there’s no coverage of them. We did not see how the nine ministers of the nine ministries sign it, either. This may well suggest that
these departments and their heads were well aware that such a Suggestion was a violation of the Law of Legislation, and that’s why they chose such a way to issue this Suggestion
without being held accountable. The result of such an act is that this Suggestion does not have any legal power according to the Law of Legislation. However, since no one is going to
be held accountable, this Suggestion will only “bite” people’s constitutional rights viciously.

The Natural Law is the
Gentlemen's Mission
By SHENG Hong

Why a law by the departments without due process is more likely to be a bad law? According to the theory of public choice, “unanimity rule is the equivalent to Pareto
criterion.”(Buchanan) It means that only by the consent of the stakeholders, a public decision is optimal. Even though it’s impossible to reach unanimity in reality, the consent of the
majority still constitutes a basic rule for public decision making. On the other hand, laws as the literal depiction of the rule of justice, is extracted from the rules and values contained
in conventions and traditions, which only emerged from the interaction of generations of people. The administrative departments make regulations which only reflect their factions’
interests and inclinations without the constraints imposed by the majority. They also make laws regardless of the influence of common sense and public morality on the society. All this
makes it more likely that the laws made by administrative departments are bad laws.
Of course, the incident reflects more than the issue of due process. The due process is there to guarantee that the “just behavioral rules” are carried out and obeyed. These rules are
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more authoritative and fundamental than constitutions, that is the way of the heaven, or the utmost justice. Constitutions are merely fragments of the way of the heaven put in ink.
The freedom of expression stipulated in Article 35 of the Constitution has a solid foundation in the historical experience of humans’ thousands of years’ civilization. Such a freedom is
underpinned by more solid civilizational traditions, which makes it right throughout history and across regions. In the Spring and Autumn Era, the King Li of Zhou got complacent in
silencing his people, and the Duke of Shao proposed the timeless observation “It will cause more harm to stop the free flow of people’s thoughts than to stop that of the rivers.” Ever
since the Zhou Empire, it was considered a felony and great wrongdoing for political leaders to suppress criticism and for departments to block the channels of petitions. It was the
Americans who first put “freedom of expression” into their constitution, and well-known cases such as the New York Times v.s. United States proved that the First Amendment does
have teeth. Everyone is but ordinary human beings who cannot avoid making mistakes. There is only one unforgivable mistake that’s “absolutely wrong”, that is suppressing criticism,
cover up mistakes, and stick to the wrongdoings. In this sense, freedom of expression should be considered the utmost rule of justice for human beings.

Rules and Prosperity
By FENG Xingyuan

Therefore, we come to understand the harm this Suggestion is going to do to the Chinese society and the people. The core of this Suggestion is that administrative departments are
going to dictate what the social think tanks should study, what opinions there are, the data of field research and analysis, and even the conclusions. So whatever the administrative
departments do not like or approve will not be studied or made public. These requirements assume that the departments are always and absolutely right, and that all the research
and analysis in China should be evaluated by these departments. This assumption is by no means provable, because those who work in the departments are merely ordinary men
whose rationality is limited, and the only difference they have from others is the power entrusted by the society to do a service to the people. The power they hold in their hand is
capable of directly and coercively affect peoples rights arrangements and reallocate resources, and every mortal man can be tempted to abuse such a power. Therefore, those who
are entrusted with this power, since they are more likely to be corrupted by it, should be put under more supervision and constraints.
If we do follow the Suggestion set by the nine ministries and erase all the voices that are different from the departments’, which means no supervision and limits on the powers of the
departments, disaster could take place as these administrative departments are bound to expand their powers. In the late 1950s, the Chinese Academy of Social Sciences was such an
economic “think tank”, and a report entitled “Some Questions Regarding the Rural Communal Canteens” was written after some investigations of the rural communal canteens in
Changli County, Hebei Province which was supposed to disclose the mistakes of the local practices. The report called for “voluntary set-up” of such canteens, and a division of the
existent ones in order to feed the local families. However, the ideas in this report was widely different from those of the then political leaders. As a result, the report was suppressed.
(ZHANG Shuguang, An Economic History of China, World Scientific Press, p124-128) The mistake of the communal canteens was not corrected, and along with the mistakes of the
People’s Communes and the Great Leap Forward, millions of people died as a result.

A History of China
By YAO Zhongqiu

On Hayek
By YAO Zhongqiu

The suppression of different voices is not only a violation of the public’s rights to be informed, but also a great deception of political leaders. Those political leaders make decisions
based on the false information from the departments, which only brings about more harm that’s magnified. China’s former chairman MAO Zedong once inspected Xushui County in
Hebei Province. The local government officials covered the fact that there was famine going on, and later in the Beidaihe Meeting, where most of the biggest decisions were made,
MAO Zedong even raised the question of “what should we do with the left-over food?” Such false perception of the reality led to the deterioration of the Great Leap Forward and the
People Communes. When there was wide spread famine with great casualty, the common practice taken by almost all local governments were to cover it up, and suppress the
communication of such news with coercion. For instance, “over 12,000 letters pleading for help were held by the local post office under the direct order of the local communist party
committee in Xinyang, Henan Province.”(YANG Jisheng, Tombstone, Hong Kong Cosmos Books Ltd., 2008, p55) Some of the writers of these letters were persecuted. Judging from
this, there is no way the data of the national statistics system was correct. This, in fact, constituted a total blockade of information from the political leaders. It was until the late
1960s that MAO Zedong learned about the truth about the Great Famine. And by then, millions had died.
In fact, the suppression of different voices by this Suggestion will eventually hurt the administrative departments and the government officials that issue it. Any rational man will come
to realize that the different opinions will help them in the end. Because they know that their rationality is limited. Therefore, they will cherish the mechanism that encourages the
expression of different opinions and the principle of freedom of speech. By suppressing different opinions, one is made blind and deaf, thus resulting in false judgement of the
situation and bad decisions. Another example is the criticism towards state-owned enterprises in recent years. Many administrative departments made their endeavors to suppress the
study of state-owned enterprises and cover up the real data about them. Since 2006, data about the turn-over of profit and the subsidies for state-owned enterprises were removed
from China Statistical Yearbook; as far as we know, some academic journals in the system were ordered not to publish any paper on state-owned enterprises.This is not a problem of
microeconomics, but one of macroeconomics. According to Unirule research in state-owned enterprises, due to the mass scale and possession of state-owned resources, the
inefficiency of state-owned enterprises resulted in a deduction of 5.4% of China’s GDP growth rate. (What Are We Talking about When We Talk about Supply-Side Reform?. FT
Chinese, March 10th, 2016) Needless to say that great unfairness of social distribution and corporate corruption was a result of the state-owned enterprises’ monopoly, free
possession of resources, and free use of state-owned land. The pandemic corruption of state-owned enterprises was exposed by multiple cases where high-level executives of these
enterprises were prosecuted in the anti-corruption campaign.
Further more, administrative departments and their officials could suppress disclosure and criticism of their own corruption and abuse of powers. This seems to be in their favor, but
the cover-up only leads them to commit more serious crimes which will eventually put them behind bars for bigger punishments. The cover-up and suppression lead the officials to
believe that their crimes will never be exposed, and the unlawful income becomes lawful by not letting anyone know. However, all the assets gained by corruption is a moral burden
and evidence of crime. These officials cannot possible enjoy the unlawful income, and once exposed, they are proved criminals. This explains why when the corruption of officials
were found, the embezzlement usually amounts to millions, even billions of Renminbi.

The Limits of Government ⅡI
By YAO Zhongqiu

How on earth did this Suggest come into being if it’s a violation of the Constitution, the Law of Legislation, its superior laws, and the due process? A realistic explanation is that it’s the
common practice of administrative departments as always. Before the principle of “rule of the constitution” was proposed, these administrative departments could care less about the
Constitution, let alone the constitutional documents—the decisions of the CPC congress. What’s unforgivable is that such a Suggestion was issued after the forth plenum of the 18th
CPC congress. It was on this plenum that the CPC Central Committee came to the grave decision of “rule of the constitution” and the “rule of law”. The Decision of this plenum
pointed out that “there has been an eminent problem of inclination and competition in legislation between the administrative departments,” that “there’s a lack of coherence between
responsibility and accountability, and in practice, many departments are involved in one executive area while sometimes selective and biased execution of law is observed”; that “some
government officials, especially some in the leading positions, are not equipped with the knowledge of law, suitable capabilities, and some violate the law knowingly, treat their order
as edict, abuse power, and take embezzlements.”
In order to address these issues, the Decision proposes that “the people of all ethnicities in the entire country, all State bodies and armed forces, all political parties and all social
organizations, all enterprises, undertakings and groups must consider the Constitution as the basic behavioural norm, and bear the duty of upholding the dignity of the Constitution
and guaranteeing the implementation of the Constitution.” “To persist in ruling the country according to the law, we must first and foremost persist in ruling the country according to
the Constitution, to persist in governing according to the law, we must first and foremost persist in governing according to the Constitution.” It also emphasized that “We must make
standardizing and restraining public power into a focus point, expand supervision strength, ensure that there must be responsibility where there is power, there must be supervision
over the use of power, and that law-breaking must be punished, firmly correcting acts where laws are not followed, law enforcement is not strict, and law-breakers are not punished.”
And it promised that “All acts violating the Constitution must be punished and corrected.”

Capital Freedom of China
2011 Annual Report
By FENG Xingyuan and
MAO Shoulong

These remarks suit the “Suggestion” and predicts what should be done to it. The issuance of the Suggestion showcased the inclination of legislation by departments. The nine
ministries as “state bodies” failed to “uphold the dignity of the Constitution”, or “guarantee the implementation of the Constitution”. They also failed to persist in “rule of the
constitution and rule of law”, instead, they used their power to go against the law. Therefore, the Suggestion should be taken seriously as an example to see how to “standardize and
restrain” public powers, and how to “punish and correct” the violation of the Constitution. On the other hand, the significance of the Plenum is not about issuing such a Decision, but
how to implement it. As we have seen, the past several Decisions of party congress brought about reforms to a certain extent. And the reason why most of these reforms failed to be
satisfactory as those in the early ages of the Opening-up and Reform is that they failed to be implemented. For instance, the stipulation on the land institution in the Decision of the
third plenum of the 17th Party Congress was good in word but incomplete in implementation, which led to the unresolved issues regarding the land institution.
It is important to implement the Decisions, and it’s not that difficult. As Confucius said, “They are determined to be sincere in what they say, and to carry out what they do.” However,
it is just the very basic requirement for clever “small men.”(They are obstinate little men. “҅מᤈຎ,??ᆐੜՈߣ”) If such a small man cannot even meet the basic
requirements, then he’s not clever, but foolish. He’d shame himself. Anyone with a humble pursuit of honoring himself should be able to keep his words and carry out what he does. If
a group of people issue a public promise with due process and, once and again, fail or refuse to keep their words, then they can hardly be trusted. Therefore, it concerns the
credibility of a Chinese Communist Party member and the party as a whole to implement the Constitution which was directed by the Chinese Communist Party in the first place. It
concerns keep the integrity of those who voted for the Decision of the fourth plenum of the 18th Party Congress to implement it to the fullest. This is the basic requirement for a
political group to carry out public governance.

Coase and China
Edit by ZHANG Shuguang
and SHENG Hong

History will prove once and again the importance of correcting the error done by the Suggestion by the nine ministries. This concerns whether a society and a government is able to
guarantee that its public power comes from the power of the people it governs, and whether it’s capable of making good law. The practical form of practicing the power of the people
comes from the consent of each and every one of the people, which could also be transformed into representative delegation. When the administrative departments begin to legislate,
it means they are making the decisions that are supposed to be made by the people or its representative bodies regarding public affairs. In terms of the purpose of setting up
administrative departments, they are merely for the execution of the law legislated by the people’s representative entities. If violation of the Constitution is done by these
administrative departments in the form of drafting laws by themselves, then the rights of the people are contaminated by these administrative departments. On the other hand, the
bad laws made by these departments will cause more general and severe harm to the society and the people.
If the Chinese Communist Part means to implement the Decision of the fourth plenum of the 18th Party Congress, then it is a must to correct the constitutional violation by these
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departments. The so-called “establishment” of an institution was only right when it brings good results and becomes institution afterwards. From the perspective of institutional
evolution, there has never been a good institution before hard problems are solved first; on the contrary, institutions are made to address problems. Therefore, concerning the
Suggestion by the nine ministries, the CCP Central Committee should establish a constitutional review mechanism to correct the wrongdoings. How to do this? The State Council can
abolish the Suggestion by quoting the Constitution and the superior laws. However, in order to enlarge the influence, the Central Committee of Discipline Inspection of the CCP should
request a constitutional review of the Suggestion by the nine ministries to the National People’s Congress, and a special committee should be commissioned by the Congress to carry
out constitution review of the Suggestion.

Where the Chinese Anxieties
Come From
By MAO Yushi

This proposal is legally founded. Firstly, the CCP is the ruling party, and it has a role to play in the institution evolution of China. In the Decision of the fourth plenum of the 18th Party
Congress, the CCP had vowed to push forward “rule of the Constitution”, and there has been a lack of symbolic cases for it to do so. Whereas the Suggest puts forward a good case
for such purposes so that the CCP can come forward and prove to the people and the world that its promise was more than just words. And the Central Committee of Discipline
Inspection of the CCP would be honoring the Constitution and the due process if it requests a constitutional review. It will also boost its leadership. According to the Constitution, the
National People’s Congress as China’s legislative body is entitled to undertake constitutional reviews. Article 62 and Article 67 of the Constitution stipulate that the National People’s
Congress has the power to “oversee the implementation of the Constitution”, which naturally include the power to inspect and correct any violations of the Constitution.
When administrative departments cross their scope of power, there is Constitution. With the Constitution, any violation of it will be exposed to the public. Now that the Constitution is
hanging, it means there’s lack of implementation, and that it acts like the Sword of Damocles for those who dare to cross the line. Even though there is no usual measures to
implement the Constitution, the principles representing the way of the heaven and the utmost justice is all included in the Constitution which should hold the power to intimidate
whatever delusional belief that they can escape the constitution review. No rational society refuses the right rules that have been proven right time and again. The first amendment of
the US Constitution was once hanging after it was enacted. However, Suprem Court Justice Oliver Wendell Holmes, Jr. brought about concrete influences in Abrams v.s. the United
States in 1919. There will be a first time in every society, and I expect the first time of such act anxiously for contemporary China.

Humanistic Economics
By MAO Yushi

The Hidden Rules
By WU Si

Report on the Living
Enviroment of China's Private
Enterprises
By FENG xingyuan and
HE Guangwen

Game: Subdivision,
Implementation and
Protection of Ownership of
Land
By ZHANG Shuguang

Current Events
The Second Market and Urbanization Salon on “Small Towns of Attraction” Held in Beijing
April 28th, the second Market and Urbanization Salon on “Small Towns of Attraction” was held at Unirule Beijing Office by Unirule Centre for Urban Development . Present at the salon
included Professor SHENG Hong, Unirule Director; Mr. ZHAI Baohui from Ministry of Housing and Urban-Rural Development; Mr. LIU Simin, expert on tourism; Mr. LI Yong from Beijing
Orient Landscape(SHE:002310) and Mr. YAO Binqi from Tianrui Capital.

The Real Redline Is Market
By SHENG Hong
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The Economic Explanation of
Confucianism
By SHENG Hong

Law of Blood Payment
By WU Si

Unirule Research on “Implementing and Protecting Citizens’ Freedom of Expression” Commenced
April 24th, a new research on “Implementing and Protecting Citizens’ Freedom of Expression” was announced to commence at Unirule Beijing Office. Mr. JIANG Hao, Director of Unirule
Centre for Law and Public Governance, introduced the outline of the research. Other experts and team member included Associate Professor TIAN Feilong from Beihang University;
Professor ZHAN Jiang from Beijing Foreign Studies University; and Professor SHENG Hong, Director of Unirule. A series of notions were discussed, including the implication of “freedom of
expression”, the research focus, China’s tradition in this regard, and the accessible resources in United Nations conventions. This research is an independent research project by Unirule.

The Great Wall and the
Coase Theorem
By SHENG Hong

A Book Salon on Aye Rand’s Thoughts:“Free Enterprise System and Its Ethical Foundations” Held in Beijing
May 12th, a book salon on Aye Rand’s thoughts: Free Enterprise System and Its Ethical Foundations was held at Unirule Beijing Office. Present at the meeting included GaoYan, Deputy
Director of Unirule Institute; Professor LIU Yejin from Capital University of Economics and Business; Professor JIA Xijin from Tsinghua University; Professor LU Zhaowang from China
University of Political Science and Law; Mr. LU Ke, writer and commentator; Professor MO Zhihong from Beijing University of Technology; Professor Michael FENG from CASS; Dr. XU
Jianming from Tsinghua University; Professor ZHU Haijiu from Zhejiang Gonshang University; Professor ZHANG Shuguang from CASS; and Mr. JIANG Has from Unirule. Foreign experts and
speakers included Dr. Yaron Brook, Executive Chairman of the Ayn Rand Institute; Mr. Carl Barney, Board of Directors of the Ayn Rand Institute& the Cato Institute; Professor Robert
A.Lawson, O’Neil Center for Global Markets and Freedom in the Cox School of Business at Southern Methodist University; and Professor Benjamin Powell, Director of the Free Market
Institute and Professor of Economics in the Rawls College of Business Administration at Texas Tech University.

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
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What Should China Rely On
for Food Security?
By MAO Yushi and ZHAO
Nong

A series of topics were discussed during the salon, such as individualism and its implications for China, capitalism and statism, socialism and despotism, and the tension between freedom
and politics. A total of 30 audience attended this salon.

Unirule Releases Macroeconomic Quarterly Report 2017 Q1 in Beijing
Case Studies in China’s
Institutional Change (Volume
IV)

April 26th, a press release of Unirule Macroeconomic Quarterly Report 2017 Q1 was held at Unirule Beijing Office. Professor ZHANG Shuguang and Ms. ZHANG Chi authored the report
entitled “Basis of Economic Recovered on Shaky Ground with Sharing Economy Prospering”. In the first quarter of 2017, China’s GDP growth rate was 6.9%, the industrial added value grew
by 6.8%, investment grew by 9.2%, and the import and export grew by 21.8%, indicating a trend of recovery. With downward pressure remaining and new development stagnating, it is
early to say whether China’s economy is stepping into a new cycle of upward channel. The economic performance for 2017 may still heads for a slower mode later this year. The Chinese
government is promoting the public-private partnership on all front regardless of the risks. Even though the sharing economy shows promising prospect as a new driving force for growth,
reforms and risks should be watched closely. Unirule Macroeconomic Quarterly Report is authored by Professor ZHANG Shuguang from Chinese Academy of Social Sciences.

The Third Session of Western Classics Reading Class Held in Beijing
May 20th, the third session of Western Classics Reading Class on Liberty and Order 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
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Chinese institutions, such as the institution of the expostulation system (“᧮ᦓګଶ”, 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 multifaceted, 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. 577: 14th Jul., 2017
Biweekly Symposium No. 578: 28th Jul., 2017
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Previous Biweekly Symposiums
Biweekly Symposium No. 566: The Formation and Policy of China's Exchange Rate System.
Lecturer: YU Yongding
Host: QIN Sidao
Commentators: HUANG Yiping, HE Liping, YANG Fan, XU Jianguo, YU Changhua

Professor CHEN Guanzhong started his presentation with a brief introduction to his studies. And the choice of this topic was three-fold:1. the technological singularity; 2. the economic
singularity; and 3. the institutional singularity. As a scientific phrase, Professor CHEN thought it transcends the domain of physics or mathematics. In natural science, singularity means a
turning point where artificial intelligence is inevitably superior than human intelligence; as for economic singularity, Professor CHEN meant the point that leads to an era where smart
machines replace human labour and structural unemployment is unavoidable; and the institutional singularity refers to the institutional transition that is created in the global background in
order to solve this structural unemployment and other social issues.
In the comments, Professor DING Xiaoliang thought the design of institutions should take into consideration the malevolence of human nature;
Professor ZHOU Lian thought the biggest issue with welfare state is that it failed to provide the social foundation for human dignity, which led to the decrease of productivity; Mr. WU Si
thought the essence of singularity was that it transcended the cognition and understanding of human beings of this phase; Professor SHENG Hong referred to Hayek’s ideas and stressed
the importance of decentralised decision-making mechanism. He also warned against central planning.

Biweekly Symposium No. 573: Second Thoughts on the “Guoxue Craze” and A Review of Confucianism from An Ideological Perspective.
Lecturer: ZHAO Shilin
Host: QIN Sidao
Commentators: WU Si, RONG Jian, FANG Zhaohui, YANG Fan, Guping, XU Wenming, SHENG Hong

Professor ZHAO Shilin started his presentation by introducing the similarity between the swift literary craze and the current Guoxue craze that is a popular promotion of traditional Chinese
culture. The former in the 1980s was in essence an anti-tradition cultural movement, while the latter is a restoration of that tradition. He analyzed the connection between the upholding of
Confucianism and the criticism of reforms, especially the market-oriented reform initiated by DENG Xiaoping. He thought there were several factors that contributed to this unreasonable
movement, including the mass media, the ideological outcry, and the unexamined enthusiasm towards the traditional Chinese culture. He objected the statement that constitutionalism and
rule of law could be deduced following the logic of Confucianism and he argued the pandemic statist intervention of citizens’ lives was a result of such mass cultural craze. Other experts
expressed their views at the seminar.

Editor: MA Junjie
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