
W
hen evaluating
the impact of
Friday’s award
of the Nobel
Peace Prize to
Liu Xiaobo

, there
are at least six
audiences to
consider, in

addition to the laureate himself: China’s
Communist Party leaders, who stifle
dissent to maintain their power; legal elites
caught between party policies and rule of
law requirements; a congeries of dissidents
and activists for whom Liu has now
become the foremost symbol; the far larger
and more diverse community of
intellectuals struggling to reconcile China’s
traditions, “Westernisation”, nationalism
and universal values; the broad masses
who had never before heard of Liu or the
Charter 08 democracy manifesto that he
helped draft and that was ultimately signed
by roughly 10,000 people; and the outside
world that has once again been stimulated
to focus on China’s political system.

Although party leaders have imposed
an increasingly repressive regime upon the

country during the past three years since
the 17th party congress, they cannot
remain insensitive to munitions-maker
Alfred Nobel’s latest bombshell. 

Their immediate reaction was abysmal.
The leadership remained silent but the
Foreign Ministry declared the Nobel
committee’s decision a “desecration” of
the donor’s intent, and the police
suppressed all signs of domestic
celebration. After a brief meeting with her
imprisoned husband, Liu’s wife was placed
under de facto house arrest, and any overt
supporters were detained, beaten or
threatened. Even Premier Wen Jiabao

, who for weeks has stirred
speculation by hinting that he favours
universal values and political reform, kept
silent when asked for his view of the award. 

Yet Politburo members are too
intelligent to think that their silence plus
suppression can defuse the current
challenge. That tactic worked well in riding
out the storms created by the Dalai Lama’s

1989 peace prize and by less
famous but important
awards such as the
European
Parliament’s
Sakharov Prize for
fellow dissident Hu
Jia and the
Philippines’
Magsaysay award
for blind
“barefoot lawyer”
Chen Guangcheng

. The
present situation,
however, is
potentially incendiary.

Of course, its impact
will be veiled in many
respects. It is unlikely to gain
Liu immediate relief. After all, Hu
remains behind bars, and Chen,
despite the end of his prison term,
suffers enforced isolation at home. But
Liu’s Nobel may ignite concerns that even
influence the jockeying for seats on the
new Politburo Standing Committee to be
installed in 2012. 

Many restless party cadres will want
some leaders who can positively respond
to domestic and international human
rights pressures.

Certainly many among China’s
burgeoning legal elites would welcome
such a change. Hundreds of thousands of
judges, prosecutors, lawyers,
administrative officials and law professors
– most of them party members – have been
struggling with the implications for their
daily work of the reactionary party line on
law emanating from the 17th party
congress, and the appointments of
politically reliable but professionally
unqualified high legal officials. 

The prize reminds them of the universal
values on which China’s post-1979 law
reforms have been based, and of the
outside world that rejects the party’s
intensifying insistence on distorted
applications of the very norms it has
imported. The prize has undoubtedly
added to long-simmering “red versus
expert” tensions that pit more regressive
party groups against relatively more liberal
legal elites.

A more obvious audience is the
country’s embattled dissidents and rights
activists, who have received a substantial
morale booster, as have the courageous
lawyers who try to represent them. These
lonely proponents of free speech and the
rule of law hunger for international
recognition of their sacrifices, even at the
cost of further repression.

Unlike dissidents and rights activists,

most Chinese intellectuals avoid
confrontation. They differ among
themselves about the nation’s
circumstances, goals and policies. Yet,
whatever their prescriptions for reform,
they believe that progress can only be
made through patient, long-term efforts
that do not provoke party crackdowns.
Some do not wish to lose the considerable
benefits brought to them by China’s socio-
economic progress. Others understandably
fear martyrdom. Yet the prize has plainly
stoked the fires of their ongoing debates
over China’s heritage, its contemporary
dilemmas and its future.

It is difficult to evaluate the impact of
the prize on the hundreds of millions of
Chinese who, because of party-
government controls over the media and
internet, never before heard of Liu and
Charter 08. Due to this week’s massive
campaign to conceal news of the award
from the public, probably most still remain
uninformed. 

Moreover, the regime seems poised to
turn a vice into a virtue by gradually
releasing the news only after imposing its
own interpretation, as much as possible,
upon it. The prize has already been called

an “insult” that is the latest imperialist
scheme to humiliate the Chinese people by
repudiating their values and achievements.

It is easiest, to be sure, to see the impact
of the prize on the outside world. Political
leaders and public opinion in all
democratic countries overwhelmingly
endorse the choice.

Even Taiwan’s president, Ma Ying-jeou,
who has been pursuing a historic
reconciliation between Taiwan and the
People’s Republic, nevertheless requested
Liu’s immediate release. An impressive
international consensus supports the
principle expressed by the Nobel
committee’s chairman: “We have a
responsibility to speak when others are
unable to speak.”

Not since the June 4, 1989 Tiananmen
tragedy have China’s leaders been so out of
step with humanity. 
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Nobel ripples T
he Nobel Peace Prize for Liu Xiaobo marks the first
time this award has been bestowed on a serving prison
inmate since the Nobel committee granted the 1935 prize
to Carl von Ossietzky, a German journalist and pacifist.
While Aung San Suu Kyi was under house arrest when she

received the award in 1991and the Dalai Lama was in exile when
he was honoured, in 1989, neither was in prison.

China strongly opposes the award for Liu and points to Alfred
Nobel’s will, which said the prize should be given to someone who
“shall have done the most or the best work for fraternity between
nations, the abolition or reduction of standing armies and for the
holding and promotion of peace congresses”.

If those words were taken literally, the majority of recipients
would not have been eligible. Men such as Nelson Mandela, Kim
Dae-jung and Martin Luther King Jnr were honoured for what they
had done – or were attempting to do – to bring about change in
their own countries.

The Nobel committee interprets its mandate widely and often
uses the prize to promote democracy and human rights.
Moreover, the individual recipient who is deemed worthy may
also be a symbol of a cause. As the current committee chairman,
Thorbjorn Jagland, said of Liu, he is “the foremost symbol of the
wide-ranging struggle for human rights in China”.

Parallels between von Ossietzky and Liu are manifest. In 1935,
Adolf Hitler issued an appeal against giving the award to von
Ossietzky, who was then in a Nazi concentration camp. In 2010,
Beijing warned the Nobel committee not to give the prize to Liu. 

Ossietzky’s main crime was the publication of an article in
which he underlined Germany’s rearmament after the first world
war, in contravention of the Treaty of Versailles. Liu’s main crime,
for which he is serving an 11-year sentence, was the drafting and
publication of Charter 08, which calls for political reform and
democratisation in China.

In the 1930s, the German press was forbidden to comment on
the granting of the Nobel prize to von Ossietzky. Today, the

Chinese press is not allowed to report
on the Nobel prize for Liu – except
articles that denounce the Nobel
committee. One sample is a Global
Times editorial, “2010 Nobel Peace
Prize a disgrace”, which called the
award an attempt to “impose Western
values on China”.

After China protested vociferously
against the 1989 award for the Dalai
Lama, Egil Aarvik, then chairman of
the Nobel committee, likened the
Chinese protest to Hitler’s reaction to
the awarding of the prize to von
Ossietzky. Of course, China today is

vastly different from Nazi Germany. But it would be wise for China
not to invite comparisons through its actions.

At a press conference, Jagland asserted that outsiders have a
right to criticise China – just as the United States is criticised –
especially as it was being transformed into a major power. “We
have to speak when others cannot speak,” he said. “We want to
advance those forces that want China to become more
democratic.”

One who can speak is Premier Wen Jiabao , who said in
a recent interview with CNN: “The people’s wishes for and need
for democracy and freedom are irresistible.” But his comments,
too, have been censored in China. 

Liu is no longer allowed to speak publicly. On December 23 last
year, two days before his sentencing, he prepared a statement in
which he said that he had “no enemies and no hatred”, specifically
including the “police who have monitored, arrested and
interrogated me, the prosecutors who prosecuted me, or the
judges who sentenced me”. “For hatred,” he explained, “is
corrosive of a person’s wisdom and conscience; the mentality of
enmity can poison a nation’s spirit, instigate brutal life and death
struggles, destroy a society’s tolerance and humanity, and block a
nation’s progress to freedom and democracy.”

Such are the sentiments of the recipient of the Nobel Peace
Prize of 2010.
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In the race to build superior
industrial and military products,
China has a key advantage: the
world’s biggest reserves of rare-earth
minerals that are essential to
producing some of the newest
technologies. Western businesses
have been increasingly concerned
by this domination, and China’s
recent informal stoppage of exports
of rare-earth material to Japan
pushed the issue to the front burner.

China dominates mining of rare
earths used in an increasingly wide
array of civilian and defence
applications. Deng Xiaoping 
once said that rare earths would be
to China what oil was to the Middle
East. Now policymakers and
corporate leaders in the US, Japan,
Europe and other advanced
economies watch with mounting
concern as China exerts market
dominance by restricting exports
and driving prices higher.

However, Beijing may have
overplayed its hand. China’s moves
have sent consuming countries
scurrying to secure sources of supply
outside China: building stockpiles,
providing incentives for domestic
firms to mine and process rare
earths, and finding alternative ways
of making hi-tech products. 

Japan announced earlier this
month that it had developed the first
high-performance motor, free of
rare earths, for petrol-electric hybrid
vehicles. The House of
Representatives in Washington
recently approved legislation to
support revival of the once leading-
edge rare-earths industry in the US. 

Yet China could keep its
dominant grip on the rare-earths
industry for some years. Chinese
companies, many of them state-

controlled, have advanced in their
quest to make China the world
leader in processing rare-earth
metals into finished materials.
Success could give China a decisive
advantage not just in civilian
industry, including clean energy, but
also in military production. 

China recently cut its rare-earth
export quotas by 72 per cent for the
second half of this year. Officials say
that mass extraction of rare earths is
causing extensive environmental
damage in China and that’s why the
government has tightened controls. 

Until around 1990, the US was
self-sufficient in rare earths and the
world leader in processing and use.
Yet within a decade, it became more
than 90 per cent reliant on rare
earths imported either directly from
China or from countries that
received plant-feed materials from
China. Environmental and
regulatory problems, lower costs in
China, continued expansion of
electronics in Asia, and the size of
Chinese rare-earth deposits drove
the shift in comparative advantage
from the US to China.

While demand is forecast to
increase by around two-thirds over
the next five years, the US Geological
Survey says that undiscovered
resources are thought to be very
large relative to expected demand.
However, bringing new mines into
production will take several years. 

Meanwhile, China will hold sway
and serve a cautionary note on
global interdependence and reliance
of high technology.
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It’s an undeniable fact that Hong
Kong has an ageing population. In
order to ease the increasing financial
burden on public health care and
address the long-term imbalance
between private and public health
care providers, the government has
proposed a voluntary medical
insurance scheme.

It is hoped that the latest health
care reform can encourage those
who are financially capable to sign
up for private health insurance. The
scheme is undoubtedly well-
intended, but the problem is that we
have talked about overhauling our
medical system for more than 10
years with little result.

In 1999, we had the Harvard
Report for radical structural reform,
and then, in 2005, the discussion
paper from the Health and Medical
Development Advisory Committee
on the future service delivery model
for Hong Kong’s health care system,
with a suggestion to cap public
health care financing.

Judging from the proposed
health care financing reform in 2008
to today’s voluntary medical
insurance scheme, it’s obvious that
the line of thinking of Secretary for
Food and Health York Chow Yat-
ngok is to privatise health services.
He seems to believe that the
government can offload a big chunk
of the responsibility to the private
sector.

The provision of medical services
is one of the fundamental welfare
services for our citizens. Hong Kong
prides itself on its first-class and
affordable health care. Our health
care expenditure is estimated at

about 5 per cent of gross domestic
product, far lower than the average
8.1per cent of the Organisation for
Economic Co-operation and
Development member countries.

If a system has worked well for so
many years, there is no reason to
change it. And if there is any
decision to do so, it shouldn’t be
taken lightly.

In the long term, we need to
address the fundamental issue of
health care financing. Key to any

revamp is the structural relationship
between the public and private
sector – and the allocation of
medical resources. 

If the government cannot
increase resources for the public
health system to tackle the shortage
of medical and nursing staff, and the
worsening quality of care, any fancy
proposals on financing and medical
insurance will not be supported by
the public. If the government insists
on going ahead without proper
consultation and general support, it
will risk being accused of colluding
with insurance companies and
private hospitals. 

Our health chief seems to have
contradicted himself. Two years ago,
Chow fully supported public health
care financing. He even wrote

newspaper articles to question the
possible moral hazard created by
private health insurance schemes.
The problem is that insurance
companies not only restrict the
standard of medical services
covered in their policies, they also
use health risk assessment to deny
services to high-risk groups. 

Chow now wholeheartedly
embraces the voluntary medical
insurance scheme and seems to
have forgotten all those arguments.
He has underestimated the potential
risks in subsidising the insurance
sector or private health care groups.
One thing is for sure: the
government is desperately trying to
shirk its responsibility to provide
good public health care.

We need to look at the situation
realistically. First, we must keep the
best people in the public health
system. So, instead of spending
HK$50 billion on subsidising an
insurance scheme that’s likely to be
unpopular, we should give the
money to the Hospital Authority to
expand services and raise staff
benefits. 

Pushing ahead with an
ineffective scheme will not cure the
ills that afflict our public health
system.
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Fix public health care
first to revamp system
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It is usually easier to see the
beginning of something than the
end of it. Born in 1945 in post-war
Britain, the welfare state met its end
in Britain last week, when British
Chancellor of the Exchequer George
Osborne repudiated the concept of
the “universal benefit”, the idea that
everyone, not just the poor, should
benefit from social protection.

The welfare state was described
by its intellectual architect, Lord
Beveridge, as a structure built to
protect the individual “from the
cradle to the grave”. This model
came to dominate every West
European country, and for decades
was the envy of the world in a way
that neither “Wild West” American
capitalism, nor Soviet and Maoist
state socialism, ever could be. Social
democracy seemed to deliver the
best of both worlds, economic
efficiency and social justice.

True, there were always some
nagging doubts, mostly starting in
the 1980s, when globalisation
arrived at Europe’s door. Hampered
by the financial cost built into the
welfare state, European economies
began to slow. 

The welfare state resisted its
critics and the pain of stagnating
economies by making collaborators
of the middle class. Indeed, the
political genius of the men who built
the welfare state was their insight
that it would benefit the middle class
even more than the poor.

Consider health care benefits. In
France, the middle class spends
more per capita on its health than
the 20 per cent of the poorest French
do. As a consequence, the national
health care scheme actually
provides a net benefit for the
average income earner. 

Osborne’s assault on the British
welfare state began with the
universal child subsidy. In Britain, 42
per cent of child subsidies go to
middle-class and wealthy families.
Osborne has proposed ending
payments to families with incomes
in the highest tax bracket – the
opening shot in a campaign that
could end up transforming the
entire welfare system by reducing
benefits handed to the middle and
upper class. 

By targeting this entitlement,
Prime Minister David Cameron’s
government hopes to give the British
people a better understanding of the
unfairness of the current welfare
state. Every government in Europe
will have to do the same. 

Anybody can grasp how child
benefits for the wealthy are
unjustifiable. Yet popular resistance
to these entitlement reductions is
stronger than expected. 

Will Cameron’s government –
and any others that may go down
this path – eventually retreat in the
face of middle-class rage? To a
certain extent, governments have no
choice in going after middle-class
entitlements. The 2008 financial
crisis has brought all European
states to the edge of bankruptcy, so
they have no choice but to reduce
their expenditures. The welfare state
will not vanish from Europe, but it is
set to be scaled back – and focused
on those who actually need help.

Sixty-five years after Lord
Beveridge trusted the state to hold
our hand from cradle to grave,
Cameron and Osborne have asked
us to stand on our own two feet.
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