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I will split my remarks into two parts: the first part on education, the second on science and innovation, including research and development.  I will concentrate in particular on the links between Britain and China in these areas.

Education

China’s priorities in education in the next five years are to achieve 9-year compulsory education covering 100% of the relevant age groups; to increase the enrolment rates in secondary education, especially senior high school, to nearly 80%, and also to develop secondary vocational education; and to develop top-end educational achievement from among the best of the higher education graduates.  From 3.4 million in 1998, the full time higher education population increased to 18 million in 2006 and is expected to increase further to 20 million over the next 15 years.  Huge value has always been put on education in China.  The Minister of Education is fond of saying “a nation of 1.3 billion under-educated people is a burden, but a nation of 1.3 billion educated people is a resource”.

There are now over 60,000 mainland Chinese students pursuing full-time education in the UK, up from 3,000 in 1998.  We have about 60% of all Chinese students in the EU.  Last year the number of visas issued to new students coming to the UK rose by 21% over 2005 to 20,640.  Chinese students account for some 15% of all foreign students in the UK.  The vast majority fund themselves.  A new UK policy, which took effect on 1 May this year, which enables international students to stay on in the UK for a year to work after they have completed their studies should certainly ensure that the UK remains an attractive study destination.  It will be good for British business with China.  Our other competitive advantages remain the quality of the British education system and our world-recognised qualifications.  It is worth noting the success of the British Council in promoting the taking of the IELTS exam for proficiency in English.  In 2006 140,000 Chinese students took the exam, compared to 90,000 who took the American equivalent TOEFL.  16,000 students in China also received UK accounting qualifications from ACCA in 2006.

In addition to Chinese students studying in Britain, 82 British Higher Education institutions, about half the total, are helping to deliver education in China.  The UK has the only two examples of a joint venture campus – Nottingham/Ningbo – and a joint venture university – Liverpool/Xi’an Jiaotong University – in China.

The British Government Chevening Scholarships scheme is well used in China.  It provides scholarships for Masters degrees for some 160 Chinese students a year.  Those who receive the scholarships already have some years’ work experience and have shown potential to be leaders in their fields.  The scheme in China is larger than in any other country.  It has been going for 25 years.  Past Chevening Scholars are now reaching senior positions.  Indeed one reached the Politburo.  It is money well spent in terms of lasting relationships.  The British Government, through DFES, also offers 50 Scholarships for Excellence, for those at the post-doctoral level.  This is appreciated by the Government of China, as are several senior leadership development programmes which are run in the UK for Chinese officials at Ministerial and Vice-Ministerial rank, for chief executives of state-owned enterprises, and for other senior officials.  

It is welcome that over 500 British schools are now teaching Chinese; that there are 10 Confucius Institutes and classrooms teaching Chinese language and culture in the UK; that there are 60 mainland Chinese teachers in British schools and that number will rise to 80 later this year; that there are 1,500 British students studying in China; and that there was a sizeable increase last year in the number of British students going to university to study Chinese.

Science and Innovation, including Research and Development

Let me turn to innovation.  Will China be the next innovation superpower?  As high-street shoppers now know well, “Made in China” is no longer a tag confined to cheap jeans and plastic toys.  High-tech goods accounted for 35% of China’s total manufacturing exports in 2005, up from 16% in 1995.  China produces 80% of the world’s photocopiers, 60-70% of mobile phones, 60% of digital cameras, and 50% of computers.  Since the late 1990s, China’s national spend on R&D has been growing by around 20% a year, or twice China’s overall economic growth rate.  The OECD estimates that in 2006 Chinese Government and industry together spent $136 billion on R&D adjusted for purchasing power parity.  That is more than Japan ($130 billion) and second only to the US ($330 billion).

Despite these impressive figures we hear a number of worries expressed in Chinese official circles:

· Some 90% of China’s high-tech exports are produced by foreign-invested companies or Chinese enterprises licensing or assembling foreign technologies.

· China may be the ICT export king, but its R&D value-added in electronics and telecoms is barely a sixth of that of the US and in pharmaceuticals less than a 20th of that of the UK.

· Only a fifth of China’s top 500 companies, according to one recent study, invest more than 2% of sales in R&D.

· A 2006 OECD report analysing trends to 2003 found that in that year China accounted for a total of 177 patents awarded in the US, EU and Japan, compared to more than 19,000 for the US and 2,000 for the UK.

· China is now the 5th most prolific producer of scientific papers, about to overtake the UK, but its share of world science citations (a measure of impact) is rising more slowly.

· Nearly 75% of China’s R&D spend goes on product or process development, and only 6% on basic research (the US spends 20%, Japan 13% on that).

But in my view there are reasons to be more optimistic:

· China’s best companies are raising their R&D game.  Take telecoms producer Huawei which has R&D centres in the UK, India, Sweden, the US and Russia, and already spends at least 10% of its sales on R&D.  Others, such as Lenovo, are pursuing technology competitiveness through overseas acquisition.

· Though still few, examples are emerging of R&D intense Chinese start-ups with innovative technology.

· Senior Chinese scientists, engineers and technology entrepreneurs are returning after long stints overseas, many bringing business connections.

· Foreign multi-nationals say they are unlocking real innovation value from their R&D interests in China, including BP, Unilever and AstraZeneca in the UK’s case.  China consistently emerges in international business surveys as the most attractive country for future R&D investments.

· Though short of senior managerial talent, China has an increasing supply of science and engineering PhDs who can be hired for no more than 20% of the cost of a UK counterpart.

There will be no let up in China’s pursuit of innovation.  It intends to increase its total R&D spend as a share of GDP from 1.4% at present to 2% by 2010 and 2.5% by 2020.  It aims to cut its official rate of dependence on foreign technology, currently 50%, to 30 % by 2020.  It aims to put the business sector at the centre of China’s innovation system.  

UK-China relations are going from strength to strength in science and innovation.  I have already mentioned the R&D centres being developed by British business.  At the Government level we have agreed that the priority areas of bilateral co-operation should be clean and renewable energy; climate change, environment and sustainable development; infectious disease; nano and materials science; bio-medicine and the modernisation of traditional medicines; and space technology.  Work is developing well in all these areas.

We are China’s closest scientific partner within the EU, measured by the publication of joint scientific research papers.  In 2005 1,561 joint papers were produced by Chinese scientists with UK partners, ahead of Germany with 1,381 joint papers and France with 827.  Almost 5% of the UK’s total output of engineering papers had Chinese co-authors that year.  The UK Research Councils are setting up their first overseas office later this year and it will be in Beijing.  A joint fund, called Innovation China-UK, will also be launched this year for R&D projects with strong commercial potential.
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