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can still be called off if another suitor for
EMC emerges, but that looks unlikely. Ac-
tivist investment funds led by Elliott Man-
agement, which has a 2.2% stake in EMC,
had been pushing the firm to boost its
share price. Elliott, which stands to make a
profit of more than 20% on the deal, has
said it “strongly supports” the merger,
Around $45 billion of debt financing,
which Dell and its partner Silver Lake, a

Mergers (1)

Partly cloudy

The merger of Dell and EMC is further proof that the IT industry is remaking itself

C€ETTHIS is the new normal,” extolled a

visibly excited Andy Jassy, the boss
of Amazon Web Services (aws), as he
reeled off one new service after another at
acorporate bash on October 7th in Las Ve-
£as. AWS is Amazon’s cIoud-computing
arm, delivering all manner of services that
are hosted in data centres and delivered
over the internet. The offerings highlighted
by Mr Jassy included something called
Snowball, a suitcase-sized box packed
with 50 terabytes of digital memory, a doz-
en of which could hold the entire library of
Congress. Firms can use the device to
transfer mountains of data to AWS's cloud
in one fell swoop. Such snowballs, aws
hopes, will turn into a digital avalanche to

- fillup even more Amazon data centres,

As the operator of the world’s biggest e-
Commerce site, Amazon has lots of experi-
eénce running huge computer systems. In
2006 it launched its cloud as a separate
business. Today aws offers hundreds of
different services, from raw number-
crunching and data Storage to encryption
and machine learning, It claims more than
1m customers, from the tinjest startups to
titans like General Electric.

How big Amazon’s cloud has becomeis
a well-kept secret. In Las Vegas Mr Jassy
said that Aws now has 50 “points of pres-
ence” (which may mean big data centres)
worldwide and presented many charts
showing triple-digit growth, but was silent

on absolute numbers. But Amazon has re-
cently started to release financial results for
its cloud-computing business which look
Very promising (see chart).

The new normal feels more threatening
if you are one of the old guard. The shift to
the cloud is the biggest upheaval in the 11
industry since smaller, networked ma-
chines dethroned mainframe computers
in the early 1990s. At the same time as Mr
Jassy was tub-thumping in Nevada, Mi-
chael Dell and Joe Tucci, the chief execy-
tives of Dell and Emc, big makers of com-
puters and digital storage devices
respectively, were hammering out their
ownresponse to this changing landscape.

The agreement that they announced on
October 12th, whereby Dell will acquire
EMC for $67 billion, is the biggest techno]-
ogy deal ever, adding to a wave of mergers
across many industries (see next article). It
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private-equity firm, need to complete the
takeover, is securely in place.

The deal is not without risks, however.
The big debt load is one, although Dell hag
been successfully paying back money it
borrowed for its own 2013 buy-out. The
task of integrating the two firms will be an-
other challenge, as Meg Whitman, the boss
of HP, a rivalmember of the tech old guard,
was quickto point out.

Delland emc have longbeen cognisant
of the disruption around them. Mr Dell,
who founded his firm in 1984 in his college
bedroom, where he built personal com-
puters (ecs) from off-the-shelf parts, tookit
Privatein 2013: he wanted to be able tolead
it through its transformation without the
distractions of quarterly results and activ-
Ist investors. (This transaction partly re-
versesthat decision thanks to a bit of finan-
cial engineering involving vmware, 4
listed software firm in which EMC holds a
large stake: as part of the deal, EMc share-
holders will get about a tenth of ashare of
a New vMmware “tracking” stock, which
will be issued by Dell’s holding company.)

Mr Tucci, for his part, has shown a
knackfor buying firms that sell key compo-
nents for cloud computing—and then leay-
ing them alone. The most prized asset in
EMC’s loose “federation” of firms is
VMware, whose “virtualisation” software
makes data centres more efficient by
spreading work around servers,
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Yet both Dell and Emc are still depen-
dent on the businesses that first made
them big. Since Dell no longer publishes fi-
nancial results, it is hard to know what ex-
actly is going on. But analysts say that de-
spite a push into selling more corporate
technology, such as servers and storage de-
vices, Dell still relies for the majority of its
revenues on pcs—a business which contin-
ues to decline as a result not just of cloud
computing, but the rise of smartphones.
Global pc shipments fell by nearly 8% in
the third quarter, compared with the same
period a year ago, according to Gartner, a
research outfit.

EMC’s mainstay, digital storage devices
of all kinds and related software, is still
growing, but not as fast as it used to—be-
cause many firms now opt to store data in
the cloud orto buy cheaper gear from com-
petitors. Early in this decade storage sales

increased by double digits annually, a rate .

that dropped to 2% last year. As part of the
announcement of the merger, EMC re-
leased quarterly results that came in below
financial analysts’ expectations.

All of which helps to explain why
Messrs Dell and Tucci are keen to merge
their companies. The deal, says Steven Mi-
lunovich of uBs, a bank, will strengthen
Dell’s business of selling computing infra-
structure to companies rather than pcs,
and also gel with another development in
the rrindustry: converged hardware. Tradi-
tionally, servers, storage devices and net-
working equipment have been bought
separately. Now they are being increasing-
ly offered in integrated bundles by one
vendor, sparing customers the tedious task
of making them work together smooth-
ly—a trend that has been pioneered by
EMC in a joint venture with Cisco, a big
maker of networking gear.

Thenextstep, which some bigcloud op-
erators that make their own machines are
already taking, is to merge the different
components in basic computers and have
software turn them into servers, storage
devices or routers as needed. Dell, which
excels at making commodity hardware,
seems to hope that it will be able to sell

such converged devices to firms that want
to build their own “private” clouds, and
perhaps even to big cloud providers, many
of which now have contract manufactur-
ers put together their hardware.

A broader question is whether the
merger will trigger a flurry of other deals.
The deconstruction and reconstruction of
the 1T industry has already begun, even if
full-scale consolidation is not imminent.
HP has already made the decision to split
itself in two on November 1st. Earlier this
year Oracle was mentioned as a potential
buyer of Salesforce.com, a big provider of
web-based business software.

If history is any guide, the industry’s
old leaders won't be its new ones. Of the
proud mainframe companies, after all,
only 1Bm and sap still stand tall. Even after
the merger, it is not assured that Dell will
remain in the top league. So far, the only
firm from the old guard that seems certain
to keep aspotis Microsoft, which has man-
aged to build a sizeable cloud business
called Azure. Google, another big cloud
provider, also seemslikely to be among the
new 1T kingpins. But the biggest cloud of
all belongs to Amazon—which looks ever
more likely to be the new top dog of the
techpack. m

Mergers (2) .

The beerhemoth

NEW YORK
SABMilleris AB InBev’s toughest
takeover yet. Itmay not be its last

HE battle lasted one tumultuous

month. In September saMiller, the
world’s second-largest brewer, said it was
the target of a takeover by its bigger rival,
AB InBev. There followed a volley of bids,
skirmishes in the press and tense private
talks: between them, the firms’ main share-
holdersinclude a big tobacco company, the
dashing scion of Colombia’s richest family
and three Brazilian billionaires, not to

The next bottle may be a Coke
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mention South Africa’s public-investment
fund. On October 13th, one day before a
deadline mandated by British takeover
rules (saBMiller is listed in London), the
companies announced a tentative deal.

If it is completed, the £69 billion ($106
billion) merger would be the third-largest
in history. The combined brewer would
earn about half the industry’s profits and
sell one in three pints worldwide. But
agreeing on a deal price was, in relative
terms, straightforward. Executing the
merger, let alone running the resulting be-
hemoth, will be more difficult.

It is little surprise that AB InBev got an
agreement. Its history is one of voracious
acquisition. In 1989 the three founders of
3G, a private-equity outfit, invested in a
middling Brazilian brewer. That firm then
guzzled bigger rivals on three continents to
become the world’s largest beer company.
AB InBev has also been feeling parched re-
cently. Consumers in many big markets are
switching beverages. When they do drink
beer, they are increasingly choosing “craft”
brewers. Last year beer volumes in Ameri-
ca stayed flat, but craft brewers saw vol-
ume hop up by 18%. AB InBev’s share of
America’s beer market sank from 50% to
45% over the past five years, according to
Euromonitor, a research firm.

The acquisition of saBMiller offers a
quick way to reach new markets: the firm
earns 29% of its profits in Africa, for in-
stance, where AB InBev does little busi-
ness. An acquisition would also let the
famously frugal ae InBev unleash its cost-
cutters on another company.

Yetmany steps remain before the dealis
done. Under the terms outlined this week,
AB InBev would pay a mix of cash and
shares to saBMiller’s biggest stockhold-
ers—Altria, a tobacco firm, and Colombia’s
Santo Domingo family—to help them
avoid a hefty tax bill. Other investors
would receive £44 a share, 50% more than
they were worth a month ago. AB InBev
now has until October 28th to pore over
saBMiller’s books and finalise its bid.

It will take much longer to win regula-
tors’ approval. Antitrust concerns may
force AB InBev to sell saBMiller’s stake in
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Little match children

BEIJING

Children bear a disproportionate share of the hidden cost of China’s growth

OWARDS the end of “Jude the Ob-

scure”, Thomas Hardy’s final novel,
comes one of the most harrowing scenes
in English literature. Jude, an itinerant la-
bourer struggling to feed his family, returns
home to find his eldest son has hanged
himself and his younger siblings from the
coat hook on the back of the door. A note
says “Done because we are (oo menny.”

In June this year China suffered a real-
life variant of this terrible scene. In a rural
part of Bijie township in Guizhou prov-
ince, in south-west China, a brother and
three sisters, the oldest 13, the youngest
five, died by drinking pesticide. They had
been living alone after their mother had
disappeared and their father had migrated
for work. The 13-year-old boy left a note
saying, “It is time for me to go—death has
been my dream for years.”

Three years before that, also in Bijie, five
street children died of carbon-monoxide
poisoning after they had clambered into a
roadside dumpster and lit charcoal to keep
themselves warm. Chinese social media
drew parallels with the little match girl in
Hans Christian Andersen’s story of that
name: afraid to return home because she
has not sold any matches, she freezes to
death in the winter night, burning match
after match because the light reminds her
of her grandmother. Itis a well known tale
in China because it is taught in primary

schools as an example of the uncaring na-
ture of early capitalism.

Over the past generation, about 270m
Chinese labourers have left their villages
tolook for workiin cities. It is the biggest vo-
luntary migration ever. Many of those
worlkers have children; most do not take
them along. The Chinese call these young-
sters liushou ertong, or “left-behind chil-
dren”, According to the All-China Wom-
en’s Federation, an official body, and
UNICEF, the UN organisation for children,
there were 61m children below the age of17
left behind in rural areas in 2010. In several
of China’s largest provinces, including Si-
chuan and Jiangsu, more than half of all ru-
ral children have been left hehind (see map
on next page). In effect, some villages con-
sist only of children and grandparents.
This is a blight on the formative years of
tens of millions of people. Alongside the
expulsion of millions of peasants from the
land they have farmed and the degrada-
tion of the country’s soil, water and air, this
leaving behind is one of the three biggest
costs of China’s unprecedented and trans-
formative industrialisation.

Justover half of the 61m counted in 2010
were living with one parent while the oth-
er spouse was away working; 29m had
been left in the care of others. Mostly the
carers were grandparents, but about ém
were being looked after by more distant
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relatives or by the state (that number in-
cludes orphans and children with disahili-
ties who have been abandoned). There
were 2m children who, like the little match
children of Bijie, had been left just to fend
for themselves.

Notall parents who up sticks to look for
work leave their kids behind: in the 2010
figures 36m children had gone to live with
their migrating families in cities. But this
has its own problems; very few of these
children can go to a state school or see a
state doctor at subsidised prices in their
new homes. Moreover, their hard-working
parents often cannot look after the chil-
dren. Without grandparents or a state
school to keep an eye on them, such mi-
grant children can be just as neglected as
those left behind in the country,

A damaged generation
On top of that there were about 9m left be-
hind in one city when one or both parents
had moved to another. Add it all up and, in
2010,106m children’s lives were being pro-
foundly disrupted by their parents’ restless
search for jobs. For comparison, the total
number of children in the United States is
73m. And the proportion of these children
who were left behind, rather than migrat-
ing with their parents, grew a great deal in
the late 2000s (see chart1on next page).
The experience of those left with one
parent while the other is away working is
perhaps not so different from that of the
children of single parents in the West. But a
study by a non-governmental organisa-
tion, called the Road to School Project, reck-
ons that 10m left-behind children do not
see their parents even once a year and 3m
have not had a phone call for a year. About
a third of left-behind kids see their parents M

|
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» only once or twice a year, typically on Chi-
nese New Year.

Though any child may be left behind,
there are some patterns. The youngest chil-
dren are the most likely to be left, and girls
are slightly more likely to be left than boys.
This preference for taking boys along
means that in cities the preponderance of
boys over girls that has been produced by
sex-selective abortions is exaggerated fur-
ther. Anecdotal evidence suggests that an
unusual number of left-behind children
have siblings. One reason for this is that
China’s one-child policy has been imple-
mented less strictly in the countryside, and
somore rural families have two children to
leave behind.

Itis not yet possible to say whether the
phenomenal level of leaving behind
found in the late 2000s persists. There is
some evidence that with the slowdown in
the economy migrant labourers are start-
ingto drift back to their villages. But even if
the trend has slowed, the dislocation still
represents a third blow to the traditional
Chinese family. First came the one-child-
policy: Then the enormously distorted sex
ratio. Now a mass abandonment,

Being left behind damages children in
many ways. In Cangxi county, Sichuan
province, in south-west China, the local
education authority (as part of a study)
gave eight- and nine-year-old left-behind
children video camerasand taught them to
film their lives. Sun Xiaobing, who is eight
years old, is in the charge of her grandpar-
ents, but she is left alone for days on end.
She shares her lunch with a stray dog to at-
tract its companionship. Her two days of
video consist almostentirely of her conver-
sations with farm animals; she has no one
else. Wang Kanjun's film is about his little
sister. The five-year-old girl spends most of
her time at home playing with the phone;
she is waiting for her motherto call.

Most left-behind children are lonely.
Many live in rural boarding schools far
from their villages because, in an attempt
to improve educational standards in the
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countryside, the government shut many
village schools down in favour of bigger in-
stitutions. About 60% of children in the
new boarding schools have been left be-
hind. A non-governmental organisation,
Growing Home, surveyed them this year
and found that they were more introverted
than their peers and more vulnerable to
being bullied; they also had “significantly
higher states of anxiety and depression”
than their peers. Many say they do not re-
member what their parents look like, A
few say that they no longer want to see
their parents.

In 2010 researchers at the Second Mili-
tary Medical University in Shanghai stud-
ied over 600 children in12 villagesin Shan-
dong province, in the north-east, half left
behind and half not. The difference in the
physical condition of the children was mi-
nor. But the difference in their school per-
formance was substantial and so was the
emotional and social damage to them, as
measured by a standard questionnaire (see

Left-behind children, as % of total rural children, 2010
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chart 2 on next page). “The psychological
effect on left behind children is huge,” ar-
gues Tong Xiao, the director of the China
Institute of Children and Adolescents.
“The kids will have big issues with com-
munications. Their mental state and their
development might suffer.” )
Being brought up by grandparents is a
common experience worldwide, and by
no means necessarily harmful. But China’s
rapid development does make it mare of a
problem now than it was in the past. Un-
like their parents, the left-behind children’s
grandparents are often illiterate: their
schooling can suffer accordingly. Accord-
ingto the All-China Women’s Federation, a
quarter of the grandmothers who are look-
ing after small children never attended
school. Most of the rest had only primary
education. In one school in Sichuan visited
by Save the Children, an international
charity, an 11-year-old girl spent most of the |
lesson caring for her infant sister. As the ‘
visitors started to leave, though, she ran up
and begged them to look ather homework:
she seemed torn between being in loco pa-
rentis and a normal n-year-old. !‘
There are few studies of the health of
left-behind children. But given that they ac- ‘I
count for almost half of all rural children, il
rural health indicators are a proxy. These |
are worrying: 12% of rural children under ‘
five in China are stunted (ie, are short for
their age)—four times as many as in urban
areas; 13% of rural children under five are
anaemic, compared with 10% for urban ‘
children.

Little father time bomb |
Breastfeeding rates in China are low; only
two in seven Chinese children are exclu-
sively breastfed at six months, compared
with half in South-East Asia and two-
thirds in Bangladesh. Part of the explana-
tion must be that so many infants are
brought up by grandparents. International
studies show that breastfeeding during a
child’s first1,000 days has lifetime benefits.
Children who are not breastfed or getpoor
food early on do worse at school, are more
likely to suffer from serious diseases and
have worse job prospects.

Lastly, left-behind children are vulner-
able to sexual and other abuse. Back in Bi-
jie, two more left-behind children were
found dead in August. One, a disabled 15-
year-old girl, had been repeatedly raped by
two of her distant relatives. Fearing discov-
ery theyhad murdered both herand her12-
year-old brother. I

Child abuse is distressingly common
anyway. An analysis of 47 studies in Chi-
nese and English this year estimated that ‘
over a quarter of Chinese children are i
physically abused at some point in their
lives. The left behind are among the most
vulnerable to such abuse, especially those
in boarding schools, because any adults
who might speak up for them are far away.
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»In May a teacher in one such school in
Gansu province in the north-west was exe-
cuted for abusing 26 primary-school stu-
dents. In Ningxia province in June, a teach-
er got life in prison for raping 12 of his
pupils, 11 of whom had been left behind.

Those left behind can be perpetrators
of crime as well as victims. Earlier this year
a prostitution ring was broken up in Ma-
cao. The alleged ringleader turned out to
be a16-year-old boy from Chongging. Juve-
nile offences are rising in China, which
may well in part be because of the in-
creased numbers of left-behind children.
Two-thirds of all Chinese juvenile offend-
ers came from rural areas in 2010, up from
half in 2000. When they are brought be-
fore the law, left-behind or migrant chil-
dren are much more likely to go to jail than
other children because courts are reluctant
to grant probation in the absence of a
guardian. In Shanghai, the children of mi-
grantlabourers get probation in only 15% of
cases, compared with 63% of cases involy-
inglocal juveniles.

Given the harm that being left behind
does to children’s health, education and
emotional development, it is not hard to
imagine that the damage will be felt not
just by the left-behind themselves but by
society as a whole. The phenomenon is
sufficiently recent that there is little com-
pelling evidence of increased criminality,
anti-social behaviour and so on. And add-
ingto the burdens of the left-behind by pre-
judging them to be miscreants would clear-
ly add injustice to injury. But in other
countries—South Africa, where apartheid
often broke families up, is one example—
beingleft alone has been found to be a risk
factor in children turning to crime.

Leaving such broader consequences
aside, the decision to leave behind a child
is a hard one. Why do so many migrants
make it? A survey by the Centre for Child
Rights and Corporate Social Responsibil-
ity,an NGO, put the question to1,500 work-
ersin the Pearl River Delta in the south and
Chongging in the south-west. Two-thirds
said they would not have enough time to
look after them while working in the city;
half said it was too expensive to bring up
children there.

The long established and valued role
Chinese grandparents play in bringing up
grandchildren doubtless makes the deci-
sion easier for many. And if grandparents
are the solution, then leaving behind is a
necessary corollary. In principle migrants
might take along their grandparents rather
than leaving behind their children. But the
restrictions of the hukou system make that
almost impossible. The hukou or house-
hold-registration document is a bit like an
internal passport, giving people access to
various services. When registered in the
country, grandparents get a lower pension
than urban dwellers—and the money is
notenough for them to live in the city.

I Worse all round 2]
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The hukou system also exacerbates
things by making it very hard for children
registered in a rural area to get state school-
ingor health care in the city. Private schools
that exploit the opportunity this presents
are often crowded, substandard and con-
stantly threatened with closure by city gov-
ernments. On top of this vital school-leav-
ing exams have to be sat where a child is
registered. So even if children accompany
their parents to the city, they are almost al-
ways sent back again at the age of 14 to pre-
pare for the exam.

Wanted: several million social workers

Millions of parents defy the hukou system;
less than a third of those questioned in the
Pearl River Delta survey cited it as an issue.
The objective problems of city life are
harder to ignore. Many migrant labourers
work 12 or more hours a day on construc-
tion sites or in export-oriented manufac-
turing companies. They may commute for
four hours more; they may live in dormito-
ries with no provision for children, or

|
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where children are not allowed. Under-
standably, most fear that they will not have
enough time to look after their kids.

Zhao Yanjun, who is from Anhui prov-
ince in eastern China but works in Fujian
province most of the year, sums up the pro-
blems: “I'm really torn about this. I could
go back [to Anhui] but I won't have the op-
portunities and connections I have here. If
Ibringmy son and my wife [to Fujian], one
of us will have to quit to look after him, or
we'll have to hire a nanny or bring his
grandparents here. Any of these choices
would be a heavy burden for us.”

Reform of the hukou system—already
under way, in a piecemeal fashion—can ad-
dress some of the problems of the left-be-
hind and those who leave them. But given
the underlying factors at work a full re-
sponse will require China to build a child-
welfare system almost from scratch.

China’s government long assumed that
the family would lock after children’s
needs, so no child-welfare system was
needed. As recently as 2006, there was no
nationally recognised qualification for so-
cial workers. To its credit, the government
has started to make up for lost time. It has
set up a pilot programme to train “child-
welfare directors”, otherwise known as
barefoot social workers, in five provinces.

The social workers are a bit like China’s
barefoot doctors: villagers trained in a few
simple skills to take the social-welfare sys-
tem into remote villages. Each looks after
between 200and1,000 children. So far, the
results of the pilot projects are promising,
In120 villages more than 10,000 extra chil-
dren were enrolled in the state medical
scheme between the start of the pro-
gramme, in 2010, and 2012. The share of
children who had not been registered un-
der the hukou system and were therefore
not eligible for help fell from 5% to 2%. The
school drop-out rate fell by roughly the
same amount. The government is expand-
ing the pilot programme into three more
provinces and twice as many villages.

But this only scratches the surface. Even
in its expanded form the programme will
reach roughly 250,000 children, less than
0.5% of all rural left-behind children. A re-
sponse proportionate to the problem
would not just see such interventions
hugely increased and the hukou system re-
laxed a great deal more; it would entail
more job-creation in areas where migrants
can take all their family members.

At its heart, the problem of the left-be-
hind is one of misplaced hopes. Like so
many parents, China’s migrants are defer-
ring pleasure now (that of raising their chil-
dren) for the hope of a better life later (to be
bought with the money they earn). One re-
sult has been the stunning growth of cities
and the income they generate. Another has
been a vast disruption of families—and the
children leftbehind are bearing the burden
ofloss. m
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Cloud computing

The sky’s limit
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Shifting computer power to the cloud brings many benefits—but don’t ignore the risks

ELECTRICITY was once gener-
ated where it was used; now
it comes from the grid. So it is
with computing power, once the
province of mainframes and
personal computers, and now
moving into the “cloud”—net-
= works of data centres that use
the internet to supply all kinds of services, from e-mail and so-
cial networks to data storage and analysis.

The rise of cloud computing is rapid, inexorable and caus-
ing huge upheaval in the tech industry. The old guard is suffer-
ing: this week’s $67 billion merger between Dell and EMC,
makers of computers and storage devices respectively, was a
marriage forced by the rise of the cloud (see page 59). Disrup-
tive newcomers are blooming: if Amazon’s cloud-computing
unit were a stand-alone public company, it would probably be
worth almost as much as Dell and emc combined.

The gains for customers have been equally dramatic. Com-
pared with older 1t systems, cloud computing is often much
cheaper. It adds tremendous flexibility: firms that need more
computing capacity no longer have to spend weeks adding
new servers and installing software. In the cloud they can get
hold of itin minutes. Their applications can be updated contin-
ually, rather than just every few months. Individual users can
reach their e-mails, files and photos from any device. And
cloud services also tend to be more secure, since providers
know better than their customers how to protect their comput-
ing systems against hackers.

But cloud computing makes one perennial problem worse.
In the old 1T world, once a firm or a consumer had decided on
an operating system or database, it was difficult and costly to

I

switch to another. In the cloud this “lock in” is even worse.
Cloud providers go to great lengths to make it easy to upload
data. They accumulate hu ge amounts of complexinformation,
which cannot easily be moved to an alternative provider.

Cloud firms also create a world of interconnected services,
software and devices, which is convenient but only for as long
as you don’t venture outside their universe. Being locked in to
a provider is risky. Firms can start to tighten the screws by in-
creasing prices. If a cloud provider goes bust, its customers
may have trouble retrieving their data.

- These risks have already triggered a debate about whether
the cloud needs stricter regulation. Some European politicians
wantto force cloud providers to ensure that data can be moved
between them. That is too heavy-handed, not least because
rigid rules will inhibitinnovation in what isstilla youngindus-
try. The history of computing suggests that common standards
may well emerge naturally in response to customers’ de-
mands—just as in personal computers, where it is now much
easier to use the same files on different systems.

Be quick, be nimbus

In the meantime, a few commonsense measures can reduce
therisk of lock-in. Firms that use more than one cloud provider
to host their data are less vulnerable. So are those that keep
their most important information in their own data centres—
General Electric jealously guards its most valuable data, Wal-
mart has a phalanx of its own developers so that it can move
its data from cloud to cloud. Consumers can take precautions,
too. Some services are better than others at enabling users to
move data between providers (Google does well on this
score). Cloud computing promises its users many benefits, but
don’t mistake it for some sort of digital heaven. m

Canada’s election

Living dangerously

The next prime minister will have to deal with a shaky economy

l Canadians’ household debt

As % of disposable income

CANADIANS are not a peo-
ple of excess. “Why did the
Canadian cross the road? To get
_ :fg to the middle,” they joke. Tem-
/ 1o  Perance served them well dur-
s ing the global financial crisis.
Ly While property bubbles burst
i B from Miami to Malaga and gov-
ernments bailed out the banks that had puffed them up, Cana-
da’s prudent financial institutions carried on, largely unaided
by the taxpayer. Its conomy recovered quickly, helped by
higher prices for oil, one ofits main exports.
But something unCanadian has been happening of late.
While consumers in post-bubble economies have been work-
ing off debt, Canadians have been piling it on. Consumer debt

is a record 165% of disposable income, not far from the level it
was in America before the subprime crisis. Most of that bor-
rowing has been spent on houses. Canadian housing is now
34% pricier than its long-term average, when compared with
disposable incomes.

The housing bubble has not figured much in the campaign
leading up to Canada’s election on October 19th (see page 39).
That is not surprising. None of the three contenders to be
prime minister—Stephen Harper, a Conservative who cur-
rently holds the job: Justin Trudeau, leader of the centrist Liber-
al Party; and Thomas Mulcair of the left-leaning New Demo-
crats—wants to tell voters that their houses are probably worth
less than they think. Yet the winner may well have to deal with
the consequences of a housing and debt bust,

Canada has already flirted with recession this year. The »
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Crowding Out Meritocracy? — Cultural Constraints
in Chinese Public Human Resource Management

Zhibin Zhang

Nanyang Technological University

This paper seeks cultural explanations of the pervasive norm violations against the principle
of meritocracy in Chinese public human resource management especially at local levels. It
reveals that a bureaucratic culture of patrimonial individualism, including favouritism, nepo-
tism, localism, and factionalism prevailing within Chinese officialdom as the ethos, value,
psychological disposition, and behavioural orientation of civil servants, has undermined the
development in China of a modern meritocracy-based civil service system. With 14 case
studies, this research demonstrates that the Chinese civil service institutions, derived from
an opposite culture of hierarchical collectivism, failed to address the cultural constraints
over the implementation of the meritocracy principle. The conceptual framework, as well as
the case findings, points to legislative and policy reforms in China that would address the
problems derived from the unique Chinese bureaucratic culture through further institutional

design and capacity building.

Key words: Chinese civil service, meritocracy, bureaucratic culture, public human resource manage-

ment, cultural theory

Meritocracy is essential to a modern bureau-
cracy and public administration. Northcote and
Trevelyan (1854), Wilson (1887), Goodnow
(1900), and Weber (1946) all advocated that
politics and administration must be separated
to ensure an efficient executive branch of
government. Correspondingly, in civil service
management, the political patronage or spoils
system must be eliminated and replaced with a
merit system. Merit or achievement, implying
political neutrality and impartiality of adminis-
trators, as the primary criterion in recruitment,
selection, and promotion of civil servants, has
become a central doctrine of modern public
administration (Kaufiman 1956).

During the reform era since late 1970s, China
has made significant progress in promoting
meritocracy in its public human resource man-
agement (HRM). Some scholars argue that
Chinese civil service reforms in the past two
decades and more can be summarized as the
advent of the merit system (Burns 2007; Chow

© 2015 Institute of Public Administration Australia

1991; Lam and Chan 1996). Others even at-
tributed the survival of the Chinese commu-
nist regime after the 1989 tragedy largely to
the authoritarian resilience characterized with
increased meritocracy (Nathan 2003). Indeed,
the core of civil service reforms (or even more
broadly the administrative reforms) in China is
solely related to the increasing advancement of
meritocracy.

Nevertheless, the past 20 years (starting
with the Provisional Regulation of State Civil
Servants promulgated in 1993, which marks
the beginning of a modern civil service system
in communist China) also witnessed that the
principle of meritocracy or the efforts to build
up a modern civil service based upon meri-
tocracy has frequently been compromised and
undermined. Some ascribed this to a systemic
flaw in the Chinese civil service institution that
lacks a concept of political neutrality or neutral
competence (Chan 2010; Chan and Li 2007).
Without a ‘neat’ definition of meritocracy,
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Party Management of Talent: Building a Party-led,
Merit-based Talent Market in China
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This study examines major policy measures that the Chinese Communist Party (CCP) leaders
have adopted to establish a party-led, merit-based talent management system to cope with
a talent deficit in the reform era. It also assesses the effectiveness of these measures at both
national and local levels. This study argues that although merit principles are never entirely
missing from China s cadre personnel management, they have been given increasing priorily
in managing the cadre corps and recruiting global experts to China during the past three
decades. This study shows that the CCP personnel management policies are in substantial
and adaptive evolution, which is important for understanding the nature of human resource

management in post-Mao China.

Key words: party management of cadres, party management of experts, meritocracy, talent manage-

ment, human resource management, China

Since the opening up of China to the West in
1978, Chinese leaders have striven to develop
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a talent market that places more emphasis on
merit, rather than relying primarily on political
loyalty. Merit — as determined by one’s qual-
ifications, work ability, and job performance
— has become an important additional creden-
tial in Chinese cadre personnel management.
In China’s social institutes and private sector,
merit has become one of the most important cri-
teria in human resource management (HRM) —
a major shift from policy under Mao.

In the past two decades, Chinese Commu-
nist Party (CCP) leaders have made concerted
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