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8A certain day in the year of 2001, the president of a foreign
company paid a

visit to China intending to sell some technical know-how related
to insurance to the

Chinese. However, what made him surprised was that instead of
selling something to

China he bought from China a set of computer software related to
insurance business

management.

If you know nothing about what is happening in China, it means
you are ignorant

about it. Many foreign businessmen who have been to China say
so. Then what is

really happening in China?

At least in the latest twenty years or so, China has seen the
most rapid development

of economy in the world. Just take a look ahead of you, what
meets your eyes is high-

rises, modern plants, a metropolis suddenly emerging on the
horizon, and freeways

extending thousands of kilometers. But all this is only the
front cover of the Story of

China. What attracts you most will be the overall economic
transformationfrom

planned economy to market-oriented economyand the construction
of an open and

democratic society ruled by laws.

Twenty years ago, almost none could forecast the China of today.
In those days,

everything should be arranged by the state, from enterprise
production to the peoples

life. The then China was almost short of everything except human
beings and coupons

were a must to buy anything. It was also during those days, the
door of China was open

to the outside world and groups of businessmen and entrepreneurs
entered. The story

that follows sounds quite logical. China becomes a big nation
for foreign trade and a

piece of hot land for foreign businessmens investment as well.
It seems that China is

to be the manufacturing center of the world.

The fact that China uses a period of twenty years to cover a
distance that takes

other countries to do so for 100 years or so is a great
achievement itself. If you have not

gone through the process, what you can see is only the exciting
results or disheartening

FOREWORD
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The night China gained WTO membership
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p r o b l e m s t h e

problems a developing

country is sure to

face with. The key

issue is that the time

spent for China to

solve these problems

is much shorter than

many other countries.

Some transnational

corporations say that

they have plants all

over the world but the

efciencies of the plant in China are the best.

Once China was eulogized as a country with the ground paved with
gold just

like a myth but China was also suspected that its economy is
going to collapse. No

matter what the world opinions are, a strong trend can be seen,
i.e. foreign funds keep

on pouring into China under the situation of global economic
concession. That is the

strength of market.

China, a market with strong attraction, is well worth a survey
from various angles.

So far as purchasers are concerned, products Made in China are
no longer

primarily processed commodities. Instead, they are surging high
towards high-tech

products and their advantage of products, cheap but good, is
consistent.

To suppliers, though the Chinese people are not wealthy yet,
China, as a big nation

with the largest population in the world, is consuming quite a
large volume of products,

manufactured either at home or abroad. The Chinese people,
open-minded and self-

condent, know how to enjoy foreign commodities and their
services. In 2001, an expert

of economic analysis reminded merchants of various countries in
one of his research

reports that in case you have not seen any Chinese tourists yet,
please be ready to

receive them in your store as you can make money out of them for
fty years.

To investors, China, having entered the WTO, is available with
even free and

standardized investment environments.

The Chinese people, under ever-changing environments, have come
to see that many

principles and ideas left from the past are no longer applicable
to solving the present

issues. The new environments need you to know yourself as well
as the others and

will make you readjust yourself in time. The present China is
more challengeable

than any period in the history but is also more attractive than
any other places

Overseas retail businesses aim at Chinese markets
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in the world to do business with. This growing nation has
attracted 25 million

people in the world outside of China to learn the Chinese
language. No matter

out of what considerations, they have stepped onto the short cut
to contact China

by doing so.

This book China Business is not only for the purpose of listing
various kinds of

details for those intending to do business with China, but also
helping the readers to

understand the business environments in China, such as the real
picture, the economic

plan in the next few years and the actual operational status of
business activities.

The book will also provide the readers with the fundamental
knowledge to appraise

the Chinese market and to be engaged in this market. To speak
the truth, even if

more information is contained in this book, these issues still
cannot be clearly stated.

Therefore, in the appendix of this book we list quite a number
of valuable internet

websites and a list of periodicals and organizations,
institutions, and diplomatic

missions so that our readers can get more and prompt information
and different views

and statements from the websites.

The large numbers of information and data quoted in the book are
mainly from

government systems, such as the relevant publications of the
State Statistical Bureau

and the trade reports of the State Economic and Trade
Commission. The credit should

go to the government with higher and higher diaphaneity and the
society with more

and more developed information. Anyhow, what should be pointed
out here is that

the business environments and various kinds of data mentioned in
this book, unless

otherwise stated, include only the Chinese mainland, not
involving Hong Kong, Macao

and the Taiwan area.

When young, we all heard a fairy tale about a pony wading across
the river: an old

ox says the river is too shallow but a little sheep says it is
too deep. For the gigantic

dragon of China that is surging swiftly upward, what we provide
here is merely odd

bits of information. Only by stepping into the water, we are
sure, can you really know

whether the river is too deep or too shallow.
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The ancient Chinese alleged that favorable climatic,
geographical and human

conditions were the factors affecting the result of winning or
losing a battle and the

rise and fall of a family or a nation as well. To do business in
China, one must know

business environments, including natural, social, political and
economic environments.

Due to the extensive content involved, its impossible for us to
give a systematic

interpretation in one chapter. That is why the background is
raised rst and large

amount of content is dispersed in the following respective
chapters. A careful reader

may have already noticed that the whole book, in fact, is
talking about the business

environments in China.

GEOGRAPHYWhere is China? China is in the east part of Asia and
on the west coast of the Pacic

Ocean with all its territory lying to the north of the equator.
Viewed from the map,

China looks like a crowing roaster. The distance between the
south and north inside

the territory is 5,500 kilometers. When the Northeastern region
of China is freezing

cold and people are carrying out various kinds of touring and
trading activities like ice

and snow festivals one by one, Guangdong and Hainan Provinces in
the south are still

as warm as spring. The distance between the east and the west is
5,200 kilometers with

the time difference of over four hours. When the people of
Shanghai in the eastern

region start to work at eight or nine oclock in the morning,
Urumchi, the westernmost

capital city of Xinjiang, has just woken up. Dont expect anyone
to answer your phone

call at such an early hour like this unless it is an
extraordinary call. Everywhere in

China, the Beijing time is used as the standard time. Beijing is
located at the E8 time

zone, eight hours earlier than the Greenwich time.

BUSINESS BACKGROUND
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How large is China? The land space of China, almost as large as
Europe, is around

9,600,000 square kilometers, the third largest country in the
world. Along the land

boundary of 22,000 kilometers there are fourteen neighboring
countries. China adjoins

the Democratic Peoples Republic of Korea in the east; Russia and
Mongolia in the

northeast and north respectively; Kazakhstan, Kirghizstan,
Tadzhikstan, Afghanistan and

Pakistan respectively in the west; and India, Nepal, Bhutan,
Myanmar, Laos and Viet

New Business Card of Shanghai: Pudong
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Nam respectively in the southwest and the south. On the eastern
part and southeastern

part of China is the coastline with the length of 18,000
kilometers, neighboring six

countries, the Republic of Korea, Japan, Philippines, Brunei,
Malaysia and Indonesia,

separated apart from each other by the seas from the north to
the south. The total

population of these twenty-one neighboring countries amounts to
two billion. With

the population of China added, it makes a half of the world. A
Chinese saying goes

Neighbors are dearer than distant relatives. The neighborhood
relationship also

applies to the neighboring countries. The diplomatic policy
China pursues is a good-

neighbor friendly policy and China has established diplomatic
relations with all the

peripheral countries.

Around 98% of the territory of China is located between 200 and
500 north latitude,

around 50% of which belongs to damp and semi-damp area with
adequate rainfall and

sunlight, and plenty of resources of living things. When looking
around the world,

one can see that most of the land around the line of 300 north
latitude is the so-called

Tropic desert, arid and dry, a land of desert and semi-desert.
On the contrary, the

same line in China, the Yangtze River Valley, is a
densely-populated region with a

splendid view of green mountains and blue waters. Though the
northwestern region

is arid and dry with desert here and there, it has rich
resources of oil and gas, a land

of treasures now. The east faces the Pacic Ocean, providing
excellent conditions for

ocean shipping, sea shery and oceanic industries.

In the total land space of China, 33% is mountain region, 26%
plateau, 19% basin,

12% plain and 10% hills. Though the mountain regions are not
advantageous to trafc

and agricultural development, they are rich in resources of
forest, grassland, minerals,

water energy and tourism.

Qinling MountainHuaihe River is the demarcation line of the
climate between the

south and north in China. In summer, the whole nation is
generally hot and rainy and

there is no big difference in temperature between the south and
north. In winter, most

regions in China are cold and dry and the temperature difference
between the south and

the north is very obvious. Precipitation is mainly in summer
time. In the south, the

rainy season is longer, concentrated in May ~ October while that
in the north is shorter,

concentrated in July ~ August. The distribution rule of the
precipitation region is that

in the east there are more raining days than in the west,
decreasing gradually from the

southeastern coastline regions to the northwestern inland
regions. The difference of

climate in various places is rather obvious. For instance, the
winter in the northeastern

region is long and severe. Harbin, the capital of Heilongjiang
Province, has always

been known as an ice city while Hainan Province in the south has
a long summer

with no winter at all, imbued with a strong avor of tropical
scenery. Kunming, the
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capital of Yunnan Province in the southwestern region, is like
spring all the year round,

renowned as a spring city.

China is rich in natural resources. So far the mineral products
with the reserves

verified amount to 158 varieties. Many nonferrous metal minerals
such as tungsten,

lead, zinc, titanium, tin, smithsonite, nickel, and rare-earth
metal rank first or at

the forefront in the world; nonmetal minerals such as gypsum,
barite, phosphate

rock, mica, asbestos and kaolin also rank at the forefront in
the world; and among

the energy resources, the reserves of verified coal, petroleum
and natural gas are

rather impressive and the reserves and availability of the
hydraulic power rank

first in the world too.

In line with the differences of the economic development and
geography, the whole

country can be divided into three economic regions: the eastern,
the middle and the

western. The eastern region, mostly plain and hilly land, is in
the vicinity of seas with

profound industrious foundation, fairly perfect infrastructures,
higher level of science

and technology, better culture and education, and sound
management and administration.

Since the reform and opening-up, the Central Government has
given more favorable

policies to the eastern region. Special economic zones, open
cities along the coast and

economic development zones are mainly scattered in this
region.

The Great Wall remains the same, but China has changed.
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The middle region is located at the hinterland of China. The
economic development

in this region is slower than that in the eastern region but the
industrial foundation is

still good enough, having rich energy resources and natural
resources of nonferrous

metals and ferrous metals, and petrochemical industry. It has a
number of cities and

regions with high-developed industries and science and
technology and is the main

production region of grains, cotton and edible oils.

The western region, covering around 70% of the land area of the
whole country, has

very remarkable reserves of energy and minerals such as
hydraulic energy, petroleum,

natural gas, coal, rare-earth minerals, and nonferrous metals.
The western region adjoins

more than ten nations and regions, an important passageway
leading from China to

some other countries in Asia and some countries in Europe and
having the regional

advantages to develop economic and trade cooperation with the
peripheral nations.

Nevertheless, due to various reasons in the elds of natural
conditions, history, culture,

policies and systems, the western region is still rather
underdeveloped. In the year of

2000, the Central Government started to carry out the western
development strategy on

a large scale, giving it much consideration in favorable
policies and fund investment.

The development of infrastructure construction in the respects
of communications,

energy, and telecom in the western region is so fast that one
can see changes with each

passing year.

A Chinese saying goes A certain area of water and soil raises a
certain kind of

people in that area. When doing business in China, one has to
consider the differences of

nature, economy, society and culture in various parts of China.
Just for a few examples.

In case of selling bicycles, dont go to the mountain city
Chongqing and when one takes

an insurance policy on property in some places along the
coastline of southeastern

C h i n a , t y p h o o n

should be considered.

According to a survey,

the inltration rate of

skin-care cream in

Beijing and Tianjin

is both over 60%

while in Shanghai

and Guangzhou both

lower. The main

reason is that the

demand for skin-care

cream in the damper

New packing of Coca-Cola on festival market, showing Da Afu, a
traditional Chinese mascot in the form of a clay gurine
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climate of the south is lower than that in the dry climate of
the north. Lets cite another

example. In 2002, a kind of new car for family use was
simultaneously promoted by

a certain foreign automobile manufacture into the markets of
Beijing and Guangzhou

but met with different responses. Over 50% of the people
surveyed in Beijing held that

the space inside the car was too limited but the
air-conditioning was satisfactory. But

a higher percentage of people in Guangzhou expressed their
approval for the interior

space of the car but was not happy with the air-conditioning.
The reason for such a

difference is because of the people living in different regions
of the south and the north.

Generally speaking, the stature of the northerners is taller and
bigger than that of the

southerners so they prefer larger space in the car. However, the
climate in the south

is warm and humid than that in the north so the southerners
place a higher demand for

the air-conditioning.

In General, the economy in the south of China is more developed
than that in the

north. All the ve special economic zones are in the south and
most of the national pilot

reforms also start from the south. Quite a number of people
think that the southerners

often have a higher sense of commodity concept and management
consciousness, a more

practical consumption philosophy, and a more complete and
sophisticated understanding

towards commodities and comparison consciousness than the
northerners. It seems

that all this is related to the cultural differences between the
south and the north. For

instance, the main staple food in the north is wheat and the
northerners consume a

large volume of meat and dairy products while that in the south
is mainly rice and the

southerners are very particular about delicious food and cooked
dishes. As to disposition

and sense of beauty, there is also a saying that the southerners
are mild and tender

while the northerners rm and upright.

Another Chinese saying goes that As there is no same wind within
a distance of

ten kilometers, there are no same customs and habits within a
distance of one hundred

kilometers. If one wants to get the backing of favorable
climatic, geographical

and human conditions, one has to learn about the background
differences of social

development in China and to know about the characteristics in
the aspects of nature,

economy, culture and geography. A number of foreign businessmen
have come to know

the regional disparity of the market in China and count on,
comparatively speaking,

the native talented people.

POPULATIONIn November 2000, China conducted the fth national
population census. It

showed that the total population on the mainland was
1,265,830,000, ranking rst
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in the world. Starting

from twenty years ago,

China put into effect

the family planning

policy to control the

population growth. In

general, a couple in the

city rears only one child

while in the rural areas

or in the areas of ethnic

nationality, usually two

kids. What is related

to the family planning,

more or less, is that the

family is too fond of the only child, even to the extent of
spoiling. The parents are often

never closested to spend money on the only childs life and
education and those smart

businessmen are always gazing at this huge cake. Though the
natural population

growth in China has dropped to a medium level, the annual
population growth is still

huge enough due to the massive cardinal number. During the
1990~2000, almost

12,000,000 babies were added to the population annually.

At the end of 2000, the population over 65 years old was
88,110,000, accounting

for 6.96% of the total population. This percentage was close to
7%, a standard for an

aged society commonly acknowledged throughout the world. So
China has entered

an aged society and support of the elderly becomes a prominent
issue. The traditional

family way of taking care of the old cannot meet the demand any
longer and more and

more aged people have moved to the home for the aged. The
medical care, cultural

entertainment, and nursing for the old are being developed into
a new industry.

The ratio of male and female sexes in China is 106.74, a little
higher than the

average world level (101.44). A sample survey of 1 made in 1999
showed that

the sex ratio of the population between 0~4 years old was very
high, reaching around

119. Generally speaking, the life span of the female population
is longer than that of

the male. Starting from the age group of around 69 years old,
the male population of

China is less than the female. With the growth of age, the ratio
of male and female

is further decreased. At present, the expected average life span
of the national

population is 71.

In the total population of China, the population in cities and
towns composes 36.22%

while that in rural areas, 63.78%. Due to the low level of
urbanization, surplus manpower

0~14 Years Old287,160,000

65 Years Old and Above90,620,000

15~64 Years Old898,490,000

Age Composition of Chinese Population in 2001


	
19BUSINESS BACKGROUND

in rural areas is still rather high. Since 1990s, the owing
speed of rural population

to cities and towns has been moving faster. In 2001, big cities
and medium and small

cities and towns as well conducted a further reform for
household registration system,

lifting the policy restriction for rural inhabitants transformed
into registered permanent

residents in cities and towns. It can be foreseen that the pace
of future population

urbanization will be sped up. In 1990s, the proportion of city
and town population in

China rose 0.91 percentage point per year on the average. It is
expected that the same

growth rate will remain the same at the beginning of the 21st
century. According to

the prediction of the United Nations, the city and town
population of China in the year

of 2030 can be increased to 884,000,000, 59.1% of the total
population, corresponding

approximately to the average world level at that time.

The population between 15~64 years old in China is 880,000,000,
just at the period

of population bonus. Quite a number of foreign businessmen
coming to China to

make investment and run plants are attracted by this abundant
and cheap manpower.

With the development of education, the laborers quality will be
further improved and

the advantages of the manpower in China can be long
maintained.

For over 20 years, the average household population of China has
tended to go

Basic Status of Chinese Population in 1990 and 2000

Total Population (00,000) 113368 126583

Male 58495 65335

Female 54873 61228

Sex Ratio 106.60 106.74

Family Size (Head/Household) 3.96 3.44

Population of Various Age Groups (%)

0~14 Years Old 27.69 22.89

15~64 Years Old 66.74 70.15

65 Years Old and Over 5.57 6.96

Population of Educated People at Various Levels per 000,000
people (Head)

University and Above 1422 3611

Senior High and Polytechnic School 8039 11146

Junior High 23344 33961

Elementary 37057 35701

Illiterate Population and Illiteracy Rate

Illiterate Population (00,000 People) 18003 8507

Illiteracy Rate (%) 15.88 6.72

Urban and Rural Population (00,000 People)

City and Town Population 29971 45844

Rural Population 83397 80739

Index 1990 2000
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down due to the development of economy, the growth of population
urbanization,

the speed of population owing rate, the increase of divorce rate
and the unmarried

population at the marriageable age. At present, the average
population per family is

about 3.44 heads in cities and towns and 3.65 heads in rural
areas. With more and

more youth and adults forming their own core families and less
and less aged people

left in the empty nests, there are less and less traditional
extended families for several

generations living under the same roof and the independent
living space for family

members are expanded. Anyhow, the family relations based on
blood and marriage

are still very close. Quite a few product ads and business
activities often make an issue

of affection and courtesy.

The average population density of China is approximately 130
people per square

kilometer but the distribution is very uneven. The population
density is over 400 people

per square kilometer along eastern coastal areas; over 200
people per square kilometer

in the middle areas; less than 10 people per square kilometer in
the western plateau

areas. Big cities are very densely populated while rural areas
very sparsely populated.

Shanghai Municipality is the most densely populated city in
China with over 2,500

people per square kilometer. The population density of Beijing
Municipality is 750~900

people per square kilometer and that of Tibet, Inner Mongolia
and Xinjiang in the west

is sparse, less than 50 people per square meter.

POLITICSIn China, in addition to the Communist Party in power
there are eight other political

parties called by a joint name democratic parties.

The Communist Party of China (CPC) was founded in July 1921, now
having

over 64,000,000 members. All those who have no prejudice against
the CPC can see

that it was because of its leadership, there were two
revolutions in the 20th century.

The result of the rst revolution was the founding of the Peoples
Republic of China

in 1949 and the people won independence and freedom. It was from
then on that

the CPC has become a party in power, having the national regime
under its control.

The second revolution is the reform and opening-up which are
still in progress,

UN Prediction of Population Changes in China during
2000~2050

2000 2005 2010 2020 2030 2040 2050

Total Population (000,000,000) 12.78 13.26 13.72 14.54 14.96
15.04 14.78

Birthrate () 14.6 14.2 13.6 11.7 11.1 10.8

Natural Growth Rate (%) 0.75 0.69 0.58 0.28 0.06 -0.18

Population over 65 (%) 6.8 7.5 8.1 11.5 15.7 21.3 22.6
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the achievements of which are perfectly obvious

to anyone.

The leadership of the state affairs exercised

by the CPC embodies mainly in the leadership

of political principles, political orientation and

important decision-making of the whole nation

and in the recommendation of important cadres

to the state regime.

The supreme leading body of the CPC is the

National Congress of the CPC and the Central

Committee produced by the National Congress.

The National Congress of the CPC is convened

once every ve years while the Central Committee

should convene a plenary session at least once

a year. The Plenary Session of the Central

Committee elects the Political Bureau of the

Central Committee, the Standing Committee of

the Political Bureau of the Central Committee, and the
Secretary-general of the Central

Committee as well as decides the members of the Secretariat of
the Central Committee.

The Secretary-general of the Central Committee is responsible
for convening the

meetings of the Political Bureau of the Central Committee and
the meetings of the

Standing Committee of the Political Bureau of the Central
Committee and for taking

care of the work of the Secretariat of the Central Committee.
The National Congress

of the CPC particularly attracts the attention of all countries
in the world as it involves

the future decision-making and major personnel changes of
China.

China exercises the system of multi-party cooperation and
political consultation

under the leadership of the CPC. Before the state takes any
important measures or

makes any decision for major issues related to the national
economy and the peoples

livelihood, the CPC will carry out consultation beforehand with
all nationalities, all

circles, all political parties and groups, and nonparty
democratic personages, reach

unanimity of understanding and then make the decision. There are
two main forms

for multiparty cooperation and political consultation. One is
the Chinese Peoples

Political Consultative Conference (CPPCC) and the other is the
consultative meeting

and forum convened by the Central Committee of the CPC and the
Party Committee

in the localities at different levels with the presence of
personages from democratic

parties and nonparty democratic personages.

The ofcial newspaper of the Central Committee of the CPC is the
Peoples Daily.

Setup Diagram of State Institutions of Central Peoples

Government
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As it plays the role of the mouthpiece, quite a few people are
used to inferring the

readjustment of the policies of China and changes of situation
on the basis of the news

released on the paper. In fact, the policies of China are more
and more stable and

transparent and the media competition such as newspapers, TV and
networks is tougher

and tougher. Both governmental and nongovernmental organs have
their respective

information organs and one can obtain all kinds of information
easily and conveniently

from different channels, whether one is at home or abroad.

State InstitutionsThe state institutions of China include:

Organs of State Power The NPC and the Peoples Congress in the
localities at

different levels are the organs of state power. The NPC is the
supreme organ of state

power. Its standing body is the Standing Committee of the NPC.
Compared with

the congress or parliament of most countries in the world, the
NPC is also a kind of

parliamentary organ. Its fundamental powers of ofce can be
outlined as the legislative

power, the power to make decisions for major issues, the power
to select suitable persons

for different posts, and the power to make supervision. The term
of ofce for each

session of the NPC is ve years. The Congress is held once a
year, generally around

the middle ten days of March every year.

President of the State President of the state is the head of the
state. The

President represents the state when contacting foreign countries
and exercises the

functions and powers in accordance with the decisions of the NPC
and its Standing

Committee.

State Administrative Organs The State Council and the peoples
government

in the localities at different levels are the state
administrative organs. The State Council

is the Central Peoples Government, the supreme state
administrative organ. The State

Council consists of the premier, vice premiers, members of the
State Council, ministers

of various ministries, directors of various commissions, auditor
general, and secretary-

general, practicing the system with the premier in charge.

State Military Leading Organ The Central Military Commission is
the state

military leading organ.

State Judicial Organ The Supreme Peoples Court is the state
judicial organ.

State Procuratorial Organ The Supreme Peoples Procuratorate, the
Peoples

Procuratorate in the localities at different levels and special
Peoples Procuratorate are

the state procuratorial organs.

All administrative organs, judicial organs, and procuratorial
organs are produced by

the Peoples Congress, are responsible for and supervised by the
Peoples Congress.
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GovernmentOne of the characteristics of the leading system of
the Chinese administrative organs

is that the administrative head is held responsible. In the
work, the administrative head at

different levels enjoys the power of all-round leadership
corresponding to his respective

level, the power of making the nal decision, the power of
personnel nomination, and

the power of all-round responsibility.

During the period of planned economy, the government held too
much power under

its control, exercising the power particularly in the form of
administration examination

and approval. It was in charge of many things that it should not
and could not take good

care of. In recent years, due to rapid development of economy
and the needs to enter

the WTO, the government at different levels has carried out
reforms in the system of

administrative examination and approval, got rid of the heavy
administrative burden of

an all-round government during the planned economy, and devoted
itself to improving

services and a better management of public affairs. Now, more
and more electronic

platforms handling ofcial businesses and government affairs in a
concentrated way

have emerged in China with the purpose of improving
administrative efciencies so

that people can obtain more convenient and better government
services than any time

in the past.

Tiananmen Gate Tower in Beijing
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General Ofce of the State Council

Setup Diagram of Organizations under State Council
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After the WTO accession, the Chinese government faces two
transitional periods.

The rst one is a legal transitional period, a period of 5~7
years for the Chinese

Government to reduce its tariffs and readjust its economic
policies, which is clearly

stated in the terms for China to enter the WTO. The other is a
transitional period for

transformation, a period for the Chinese Government to adapt
itself to the overall

requirements of the WTO rules and to establish step by step a
transparent and opened

government ruled by laws. The task of the legal transitional
period is mainly to carry

out the policy readjustment, cut down the tariff barrier and the
non-tariff barriers while

the task of transitional period for transformation is to
establish a government system

and an operational system that is in compliance with the overall
requirements of the

system of the WTO rules.

For twenty years or so since the reform and opening, China has
always been

exploring how to found a government with high-efcient operation
and has carried

out four major administrative reforms. The latest reform
starting from 1998 has made

China change basically the administrative management system and
organizational

institutions formed during the period of traditional planned
economy. The State

Council has readjusted and reduced the special economic
departments and the

province-level government maintains no longer the special
economic management

departments for industry and commerce. The comprehensive
economic departments

have been changed into departments for macro readjustment and
control. The

government functions have been changed into taking care of macro
planning, policy

guidance, enforcement of laws and supervision, and
organizational coordination with

concentrated force as well as supplying public goods and
services for enterprises

and the public.

The reform of the system for administrative examination and
approval, which

is of great concern to investors both at home and abroad and
operators as well, is an

important content for the reform of government organs. Starting
from the central

government, the State Council has redened the responsibilities
and competence of the

various departments and cancelled quite a few items for
administrative examination

and approval, returning the functions belonging to enterprises
and social intermediate

organizations to the enterprises and the social intermediate
organizations themselves,

and returning the affairs to be taken care of by the localities
to the localities themselves.

The organizational reforms of the local government started in
1999 have sorted out and

revised a number of local statutes and government rules and
regulations, cancelled,

simplied and reformed numbers of items for administrative
examination and approval.

For those items that can be operated with market mechanism to
replace administrative

examination and approval, the forms of public invitation for
bidding and bid submission
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and auction are used while for those items that examination and
approval should still

be maintained, the procedures for examination and approval are
simplied so that the

time needed can be shortened. The 10th NPC Standing Committee of
PRC adopted

a law on administrative licenses at its fourth meeting on August
27, 2003, which

was to take effect on July 1, 2004. This legislative event
indicates that the Chinese

government is facilitating its shift from a controller and
supervisor to a manager and

service-provider.

At the same time, the government administration brought into the
open in the

main form of electronic administrative affairs is practiced
nationwide. A lot of

so-called restricted information or confidential information not
for public eyes

in the past have now become public information. From government
websites, one

can conveniently and quickly check the relevant government
proclamation, trade

information, statistical data, and guide to the process of going
through government

formalities.

With the all-round opening to the outside world, competitions in
various parts of

China have obviously become tougher and the services to foreign
businessmen better in

the elds of foreign trade and economic cooperation. The reform
and opening-up are

still underway. Profound changes have taken place in many
places. Just take Pudong,

Shanghai for instance. To anyone who wants to start a business
or run a company, what

he has to do is only to sign his name and afx the ofcial seal on
a copy of Commitment

Paper issued by the industrial and commercial department instead
of going through

numerous examinations and approval formalities. Only by making
commitment to

the related matters listed in the Commitment Paper, that is the
conditions, standards

and requirements for founding an enterprise stipulated by the
Chinese laws, statutes,

rules and regulations, and the relevant technical specications,
can the applicant get

the business license and corresponding licenses with ease,
within seven working days

to the maximum.

Division of Administration RegionsThe whole country is divided
into province, autonomous region and the municipality

directly under the central government. The province-level
administration unit is the

highest administration region of the locality under the direct
jurisdiction of the State

Council and county is the fundamental administration region. The
administration

regions in-between the province and the county are the
prefecture or city under the

jurisdiction of the province. The county exercises control over
villages and towns, and

the township is the administration region at the grass-roots
level. Under the general and

specic policies of one country, two systems, the two special
administrative regions,


	
27BUSINESS BACKGROUND
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Hong Kong and Macao, exercise the policy of Hong Kong people
administering Hong

Kong and Macao people administering Macao, enjoying a high
degree of autonomy

with the exception of national defense and foreign affairs.
Taiwan has been the Chinese

territory from time immemorial. In 1949, the CPC overthrew the
rule of the KMT and

the KMT regime withdrew to Taiwan. Even to this day, Taiwan and
the motherland

mainland have not been unied yet.

With the reforms, the Central Government has authorized quite a
number of

authorities and responsibilities to the subordinate governments
at different levels. This

measure has made the local governments more powerful and the
transfer of power to

locality by the Central Government makes the economic benets of
locality no longer

depend on the decision of the Central Government but resolved
primarily by the local
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A list of Province, Autonomous Region, MunicipalityDirectly
under the Central Government

and Special Administrative Region

Name

Beijing Municipality Beijing 1.68 1492.7

Tianjin Municipality Tianjin 1.13 1023.67

Hebei Province Shijiazhuang 19.00 6808.8

Shanxi Province Taiyuan 15.60 3335.07

Inner Mongolia Autonomous Region Hohhot 118.30 2384.35

Liaoning Province Shenyang 14.57 4217

Jilin Province Changchun 18.70 2708.5

Heilongjiang Province Harbin 46.90 3816.8

Shanghai Municipality Shanghai 0.62 1742

Jiangsu Province Nanjing 10.26 7432.5

Zhejiang Province Hangzhou 10.18 4719.57

Anhui Province Hefei 13.90 6228

Fujian Province Fuzhou 12.00 3511

Jiangxi Province Nanchang 16.66 4283.57

Shandong Province Jinan 15.30 9180

Henan Province Zhengzhou 16.70 9717

Hubei Province Wuhan 18.74 6016.1

Hunan Province Changsha 21.00 6697.7

Guangdong Province Guangzhou 18.60 8303.72

Guangxi Zhuang Nationality Autonomous Region Nanning 23.63
4889

Hainan Province Haikou 3.40 817.83

Chongqing Municipality Chongqing 8.20 2770.98

Sichuan Province Chengdu 48.80 8724.6

Guizhou Province Guiyang 17.00 3903.7

Yunnan Province Kunming 39.40 4415.2

Tibet Autonomous Region Lhasa 122.00 273.68

Shaanxi Province Xian 20.50 3705.2

Gansu Province Lanzhou 45.00 2618.78

Qinghai Province Xining 72.00 538.6

Ningxia Hui Nationality Autonomous Region Yinchuan 6.64
587.71

Xinjiang Uygur Autonomous Region Urumchi 160.00 1963.11

Hong Kong Special Administrative Region Hong Kong 0.1092
689.5

Macao Special Administrative Region Macao 0.0024 45.1

Taiwan Province 3.60 2261

GovernmentLocation

Space(00,000 km2)

Population at End of 2004 (00,000

Heads)
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governments themselves.

SOCIETYReform and Opening-UpAfter the founding of the Peoples
Republic of China in 1949, China practiced a

highly-concentrated planned economic system. Starting from 1978,
China has made

a fundamental reform, transforming the system from planned
economy into market-

oriented economy, which is called a Second Revolution.

The history of reform and opening-up in China can be
successively divided into

two major stages.

The rst stage was from 1978 to 1991. From 1978 to 1984, the
reform focusing

on rural areas was carried out and an experiment of power
expansion for enterprises,

establishing four special economic zones and opening-up fourteen
harbor cities along

the coast, was also simultaneously carried out in the city. From
1984 to 1991, an all-

round reform focusing on the city, a pilot reform for the
state-owned enterprises, was

carried out, which opened up further the Yangtze River Delta
Area and established

Hainan Special Economic Zone and Shanghai Pudong New Area.

The second stage started in 1992 and is still undergoing. This
is a stage of system

creation of the reform with the target of establishing a system
of socialist market-

oriented economy. This reform lays emphasis on establishing a
modern enterprise

system for the state-owned enterprises, on macro system reforms
as well as reforms

for banking, nancial and foreign trade system, on further
deepening the reforms for

housing and social security systems and transforming government
functions as well,

and on carrying forward the opening-up from the coastal areas to
the inland so that after

the WTO entrance, a situation of opening to the outside world in
an all-dimensional

and multi-ranging way can come into being.

The reform and opening-up in China are carried out in a
progressive way. The

reforms starting from rural areas are being moved step by step
to urban areas; the

price reform starting from double-track system is being
gradually geared up and

led nally to market price. At the same time of readjusting
state-owned economy in

a strategic way, non-public ownership is being developed and a
mixed economy is

being established with the public ownership as the basis and
coexistence of various

ownership forms. State-owned enterprise is being reformed
progressively from mainly

depending on government and policies to mainly depending on
market and law, spurring

the establishment of modern enterprise system. The opening-up is
to be pushed step by

step from the southeastern coastline to other coastal areas,
boundary areas and inland

areas. And the reform of economic system takes the lead to
promote gradually the
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reforms in other aspects.

After the reforms of twenty years or so, China has initially
established a system of

socialist market-oriented economy. The outstanding signs are as
follows:

First of all, the market has obviously played a role of
fundamental function in

the disposition of resources. During the period of planned
economy, the restrictions

controlled by the state over enterprises were so strict that
enterprises had no right

at all to make their own decisions. Since 1979, the reforms with
the purpose of

enlarging the power of enterprises to make their own decisions
for production and

management have been gradually enfolded and continuously
developed in depth,

developing from enlarging the power by depending on the means of
policy to creating

its own dynamic operational mechanism through the system. The
enterprise has

become a producer and manager of commodities, independent in
management and

assuming sole responsibility for its profits or losses.
Simultaneously, the position

with the human being as the main body of the market has been
established, showing

mainly in great improvement of decision-making power of laborers
in their economic

activities, and consumers demands have become the basic guidance
for social

economic activities.

In 1988, China started the marketization process of production
essential factors.

In 1990s, the speed of this process went up rapidly and land,
funds, and manpower

promptly entered the market. All this promoted the extraordinary
development of real

estate market, stock market, bond market and labor market.
Scientic and technical

market and information market also gradually came into
existence.

The reform has made industrial sectors open gradually, lowering
or eliminating

the entrance thrash and price control laid down by the
government. At present, the

industrial products with price under control are only iron and
steel, petroleum and a

few other products and agricultural products, only a few major
crops like grains and

cotton, are purchased by the state with price under the state
control. After fullling

the purchasing quota laid down by the state, farmers are allowed
to sell their surplus

farm produce in accordance with the market price.

Second, the unitary public ownership economy that was practiced
for a long time

has been reformed into a new situation of economy with public
ownership as the main

body to develop jointly an economy of diversied ownerships. Now
the composition

of the GDP is divided into three parts, namely, the state
economy, the mixed economy

and the private economy.

Third, a system of macro indirect regulation and control has
taken shape. China

has changed the practice of macro management mainly with direct
management

and the management in kind, practiced during the planned economy
period. The
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mode of macro regulation and control has changed from direct to
indirect regulation

and control and gradually from simply depending on means of
administration to

mainly depending on economic and legal means through market
channel to regulate

economy. Administrative mandatory plans were step by step
eliminated and a new

administration mode is nally formed with market as the basis and
guidance planning

as the dominant factor.

The last but not the least is that a social security system has
achieved signicant

development. Before the reforms, a unit in which one works is
usually a small society.

Medical care, retirement and housing were almost all taken care
of by the state and the

unit, and the employment system practiced at that time was unied
care and unied

distribution and the workers had no unemployment insurance.
Since 1980s, China

has started to establish a social security system taken care of
jointly by the state, the

unit in which one works and the individual himself. Today, the
social security system

has covered the workers, the retired veteran workers and retired
workers in most cities

and towns, and in some areas even the farmers moving to the city
for employment are

also covered. All cities have universally established the system
to ensure residents

minimum income.

Since China entered the WTO in November 2001, the economic
relations with

Shenzhen, a City Booming with Reform and Opening-up
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foreign countries have also entered a new stage. The limited
opening-up in certain

realm and sphere in the past has been turned into an
all-dimensional, multi-tiered

and wide-ranging opening; the strategy of gradient opening with
characteristics

of pilot and experiment has been turned into an overall opening
strategy; and the

government-guided opening-up with planning and administration
decree as the basis

has been turned into a market-guided opening-up with the market
and comparative

superiority as the basis.

In the next few years and even in a quite long period in the
future, Chinas WTO

entry will be the most important impact on the reforms of the
Chinese economic system.

The Data Reecting Changes of Ordinary Peoples Life

Urban and Rural Residents Balance of Savings Deposit1990 End of
2004712 billion 12,600 billionyuan yuan

1990 2004Cities and Towns 54.2% 37.7%Rural Areas 58.8% 47.2%

Expected Average Life Span1990 200468.55 Years Old 71.4 Years
Old

Residents Average Living Space1990 2003Cities and Towns

6,7 m2 23.8 m2

Rural Areas 17,8 m2 27.2 m2

Proportion of Personal Car Ownership in Total Amount of Autos
Nationwide1990 End of 2003Around 15% Around 50.33%

Entrance Rate of Universities and Colleges1990 20043,4% Above
19%

Number of Chinese Citizens Traveling Abroad1990 20043,000,000
28,850,000 Person-times Person-times

By September 2004Fixed-line Phone316,000,000 SubscribersMobile
Phone334,000,000 Subscribers

Heavier Purse

Decreasing Engels Coefcient

Longer Average Life Span

More Living Space

More Personal Cars

Higher Educational Level

More Holidaymakers

Faster Ways of Telecom
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In 2001, the Chinese government declared to carry out reforms in
the traditional

monopoly industries such as electrical power, telecom, civil
aviation and railway,

primarily involving the content of reforms in division of
government and enterprise,

transformation into company, market access, decision of price,
cooperation with foreign

countries, competition, and supervision.

What is going on at the same time to break up the administrative
industrial

monopolization is the transformation of government functions.
This is to establish, on

the basis of accurate determination of the government functions
over sector management,

an effective organizational structure of the government
supervision to provide a

guarantee with system for the development of infrastructure and
public utilities and for

fair competition of all investors. For the time being, one of
the important aspects for

the transformation of government functions is to reform the
system of administrative

examination and approval. It mainly uses the form of
registration and record entrance

under the guidance and monitor of the corresponding government
departments so

that the operational costs, particularly the transaction costs,
of the market-oriented

economy can be decreased by a big margin.

The progressive reform and opening-up in China have always
maintained the

stability of the state and the society. The common people
universally hold an attitude

of approval for the reform and opening-up and are generally
optimistic towards the

prospect of social development.

Social StrataIn December 2001, the Chinese Academy of Social
Sciences issued a Study

Report on Contemporary Social Strata of China. The report had an
analysis of the

contemporary social strata of China and divided the Chinese
society into ten strata.

They are the state and social management stratum, the manager
stratum, the stratum

of private business owners, the stratum of special technical
people, the stratum of

ofce workers, the stratum of self-employed industrial producers
and commercial

businessmen, the stratum of commercial service workers, the
stratum of industrial

workers, the stratum of agricultural laborers, and the stratum
of jobless, unemployed

and semi-unemployed people.

The division of the social stratum in China tends to be more and
more the division

of occupations. The social economic differences between the
physical and non-physical

laborers, and the managing and non-managing people are
expanding. The changes

mainly include the following aspects: the stratum of
agricultural laborers is gradually

diminishing, constantly moving towards other social strata; the
number of commercial

service workers and staff members is growing and so is the
number of industrial workers
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because of rural industrialization; the social intermediate
stratum is rapidly expanding,

making the structure of the Chinese social strata change from
original pyramid shape

into spindle shape; and the stratum controlling and operating
economic resources is in

the making and growing in strength. The phenomenon of the
development of social

strata structure in China, just like that of the economic
development, is obviously

unbalanced with different regions. As the mid-western regions
are less developed in

economy, the social strata structure is also simpler.

The report said that in the future the social strata structure
in China would not

have big changes in its composition. The possible changes are
chiey in the size of

individual stratum, of which the stratum of special technical
people, the stratum of

commercial service workers, the manager stratum, and the stratum
of private business

owners will greatly expand.

Before the reform and opening-up, most of urban residents were
employed by

enterprises owned either by the whole people or by the
collective. There was no big

difference in wage incomes and the ways of life were more or
less the same. But since

the reform and opening-up, the social ow has sped up and there
is a wide range for

occupation choice, which gradually falls in three parallel
categories, namely, politics,

industry and commerce, and professional work (such as education,
scientic researches,

medical workers, law, art, sports, etc.). With the recognition
of the market-oriented

Street Scene
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economy, a variety of economic forms, individually-run,
self-employed, privately-

owned, foreign-funded, and Sino-foreign joint-ventured, have
been rapidly developed

and a number of wealthy people have emerged.

The update of social ways of life will inevitably cause the
change of family life.

The traditional family life with parents as the core is changing
without ones knowledge.

Data

Chinese Peoples Concept of Job Hunting Affected by Economic
Benets

With the rapid economic development in China, Chinese peoples
concept of job

hunting is changing. People are more concerned about economic
benets when choosing

a job. A survey made by China Economic Situation Monitoring
Center in 2002 showed

that nowadays the three sectors people were most eager to pursue
were nance / economy,

high-tech, and commerce / logistics, comprising 60.3%, 50.3%,
and 29.6% respectively.

Compared with the result of the survey made at the beginning of
2000, the most popular

sectors remained almost the same. The only difference was that
popularity of high-tech

sector moved from third place to second place and that of the
commerce / logistics from

second place to third place. The work in government / political
parties and groups, which

had been regarded as impressive and dignied, only made up 19.6%
of the total proportion,

ranking sixth. Its not difcult to see from this example that
peoples job hunting is more

interested in economic benets, i. e. the sector that really
benets rather than that sounds

dignied.

The result of the survey shows that the various measures taken
and efforts made by

the government to raise the income of the urban citizens are
effective. More than half

of the people, i. e. 58.2%, are happy with the present income,
4% very happy, 24.6%

basically happy, and 33.2% just so-so. Anyhow, 20.6% are not
very happy and 17.1% are

very unhappy.

When asked about the factors that decide the economic income,
34.2% of the people

hold that personal ability / technique counts, 20.6% think that
it is up to the economic

efciencies of the unit where one works, 18.1% deem that the
economic level of the state

decides everything and only 9% assume that position / title is
the decisive factor. Under

the great impact of the market-oriented economy, the factor used
to decide the persons

income, position / title, has been replaced by personal ability.
This shows that people are

more concerned about their own credentials.
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The generation of the only child born in 1970s ~ 1980s has
stepped onto the social

stage on a large scale. With economic independence, their life
style of pursuing the

new, the peculiar, and the changing holds an important position
in the family. The

market-oriented economy provides an excellent opportunity for
young people to bring

their talents into full play and to grow up to be somebody
rapidly. The economic

income of large numbers of young people has exceeded that of
their parents and their

enthusiasm and boldness to go after new ways life also exceed
those of their parents.

The white-collar generation with higher academic credentials and
higher income has

noticeably changed their way of life and may be rated as the
vanguard in leading the

tide in vogue.

The indisputable fact that higher academic credentials will
bring about higher

benets in the tide of knowledge economy inspires unprecedentedly
peoples enthusiasm

to go in pursuit of knowledge and improve their own educational
level so as to adapt

themselves to the challenge of competition. The trend of going
through exams, for

university and college, for postgraduate, for doctorate, for
computer grade, and for

English band as well as for various kinds of advanced studies
and training courses all

this prevails among the young people in the city. Knowledge
recharging has become

an important part in the life of city dwellers.

Construction of Legal SystemDuring the first thirty years after
the founding of the New China, a series of

statues were laid down in succession. But due to the fact that
what practiced at that

time was a system of planned economy, the process of legal
system construction

was rather slow and the laws and statues in the field of economy
were particularly

lacking. Since the reform and opening-up, China has entered a
rapid legislation

time rarely seen in the history of world legislation with the
construction of legal

system at the head.

On December 11, 2001 China entered the WTO. Seen from the
surface, Chinas

entry into the WTO involves primarily the laws and rules related
to trading and

investment, but its impact is by no means limited only in these
aspects. The system

philosophy of doing business in line with international
conventional practices and the

game rules of justice, opening-up and transparency brought up by
the WTO accession

are spurring China to manage state affairs according to the
law.

Chinas WTO entry has raised even higher demands for the
construction of legal

system in China. The rst is to set up a transparent legal system
so that the laws and

rules related to trading and investment could be easily
understood by other parties.

The second is that these laws and rules should be exercised on
the basis of equality,
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justice and rationality. And the third is that a judicial
examination system should be

established to examine the administrative behaviors.

Since 2001, China has sorted out the laws and statues related to
foreign investment

and revised the content not in conformity with the WTO rules.
The most important

ones are the basic laws and statues related to foreign
investment, such as the Law

of the Peoples Republic of China on Joint Ventures Using Chinese
and Foreign

Investment, the Law of the Peoples Republic of China on
Cooperative Joint

Ventures Using Chinese and Foreign Investment, the Law of the
Peoples Republic

of China on Wholly-Owned Foreign Enterprises and the revision of
details for

implementation. Before entering the TWO, the legislative body
had already revised

the Copyright Law, the Trademark Law and the Patent Law,
strengthened the

protection of intellectual property rights and optimized the
legal system environments

in these respects.

In addition to revising and perfecting a number of laws that are
not in conformity

with the demands of the market-oriented economy, China has also
unveiled and perfected

a series of policies, laws and statutes for foreign investment,
and promulgated the statutes

involving the opening of service and trading realm in the elds
of intermediary agent,

tourism, telecom, medical establishment, nance, investment, and
recovery of terrestrial

and off-shore petroleum resources. The State Council has
promulgated a number of

administrative statues in the form of rules and regulations such
as theAnti-dumping

Regulations of the Peoples Republic of China, the Anti-subsidy
Regulations of the

Peoples Republic of China and the Regulations of Social Security
Measures of the

Peoples Republic of China.

Following the committed timetable of market opening, China is at
present

readjusting the structure of those administrative monopoly
sectors and restructuring

the government control system. Correspondingly, China is sorting
out those laws and

statutes that are not favorable to breaking up the monopoly and
practicing competition,

and is establishing a legal system that is in conformity with
the philosophy of modern

control. The related departments of the state are modifying or
are ready to modify the

Electric Power Law, the Aviation Law and the Railway Law, and
are speeding

up the legislation process of the Telecom Law and the Petroleum
and Natural Gas

Law.

On the nationwide scale, China is giving an energetic impetus to
managing the

administration according to laws. In 2001, the most attractive
measure taken in the

eld of administration law was that the State Council sorted out
in an all-round way

the administration statutes promulgated and implemented in the
past and declared that

221 administration statutes were either annulled or invalid.
Corresponding sorting was
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also done in various local governments and departments.

For creating even better judicial environments, China passed the
amendment of the

Judge Law and the Prosecutor Law in 2001. From 2002, all those
trying to hold the

post of judge, prosecutor and attorney-at-law should go though
the centralized judicial

examination held by the state to achieve the requisite
qualications. This is sure to

bring about an even deeper reform in judiciary. In 2002, the
Supreme Peoples Court

drew up a plan for the court of China to undertake the judicial
examination obligation

corresponding to the WTO rules so that the independence and
public conviction of the

administrative judgment can be further heightened.

The Great Wall was not built in a day. Compared with those
countries with the

legal system comparatively well established, the legal
environments of China are still

to be improved. For several thousand years, China was under the
traditional rule by

man, lacking the foundation of the rule by law. The real
construction of legal system

started only around half a century ago, particularly since the
reform and opening-up.

Anyhow, in the short period of a few decades, China has had laws
and regulations to

go by for the fundamental aspects of the social life. To run the
state affairs according

to the laws has been dened as the general plan for managing the
state affairs. This

philosophy has been widely disseminated in the whole society. A
virtuous relationship

between the legislation and execution of the law is being
gradually formed. Compared

with many other countries, China

spent much less time to obtain these

achievements.

EducationChina practices nine-year

compulsory education system.

During 1991~2001, the rate of going

to elementary school for school

age children reached 97.8~99.1%.

The urban area in big cities and the

economically developed area along

the coast have started to make senior-

high education universal.

More and more people are

receiving university education in

China. In 2004, the rate of colleges

and universities enrollment was

MBA, One of the Most Popular Academic Credentials in China in
Recent Years
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above 19% and the university student at school was 14% of the
total number of the

young people at the same age. For meeting the ever-increasing
demand for intermediate

and senior talented people raised by the rapid economic
development, colleges and

universities have expanded the number of enrollment in recent
years with the range

of expansion over 20% each year. In 1998, the enrollment of
institutions of higher

learning nationwide was 1,080,000 students and in 2001, it was
expanded to reach

2,680,000. The recruitment of ordinary tertiary educational
institutions in 2005 targeted

4.75 million students.

In 2001, China worked out an Outline of 10th Five-Year
(2001~2005) Plan for

National Economy and Social Development (the 10th Five-Year Plan
for short),

dening the overall target for national economy and social
development in the

following ve years. The primary expected target for educational
development is

as follows:

Elementary education will leap onto a new stage of nationwide
universal education.

The scope of population coverage for nine-year compulsory
education will be expanded,

striving to make elementary education basically universal in the
outlying poverty-

stricken areas in the mid-western region and the minority
nationality regions and the

gross rate of junior-high students at school over 90% all over
China.

The junior-high students in cities and towns after completing
junior-high education

can basically enter senior-high school. Efforts will be made to
make senior-high students

at school (including ordinary education, vocational education
and adult education)

reach 46,000,000 on the basis of 27,000,000 in 2000 so as to
make the gross rate of

senior-high students at school rise from 44% to around 60%,
basically achieving the

target for junior-high students after completing junior-high
education to enter senior-

high stage.

By speeding up development paces of institution of high
learning, the students at

school are expected to increase from 11,000,000 in 2000 to
16,000,000, the number

of postgraduates to 600,000, and the gross rate of colleges and
universities enrollment

over 15%.

Educational informatization will be basically realized. Efforts
will be made to

speed up the establishment of nationwide informatization network
that covers various

levels and various kinds of education. In 2005, campus network
will be set up in all

institutions of higher learning in China, and the Internet will
be linked to all colleges

and universities, overwhelming majority of senior-high schools
and part of junior-high

and elementary schools; and distance learning network will
basically cover all junior-

high stage education and part of elementary school.

The communication between ordinary education and vocational
education will
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be strengthened. A framework of lifelong educational system will
be established by

promoting the mergence between school education and outside
school training and

developing and perfecting adult education and training, and the
forms and systems of

distance learning and self-study examination.

For realizing the above-mentioned targets, the 10th Five-Year
Plan puts forward

that in 2005 the state nancial expenditure on education will
account for 4% of the

GDP.

Science and TechnologyAt present, China has already formed a
quite complete system for scientic

research and technical development with scientic and technical
development level,

as a whole, ranking at the forefront of developing countries. In
2001, the number of

full-time scientists and engineers engaged in R&D reached
700,000 people/year and

the amount of patent authorization to domestic residents reached
165,000 items. China

has resolved a batch of key technical issues in the construction
of national economy,

achieved a rather great development in high-tech studies and
industrialization, and

produced a fairly important inuence worldwide on basic
researches.

In 1995, the Chinese government declared to carry out the
strategy of reviving

the nation through science and education and put forward the
strategic target for

scientic and technical development: in 2010, the scientic and
technical strength

in major branches of learning and some domains of high-tech will
approach or reach

world advanced level; the ability of creation by acting on our
own will improve by a big

margin and the key technology and systematic design technology
of major industries

will be mastered; and the production technology in major
industries will approach or

reach world advanced level, and the production technology of
some newly-developed

industries will reach world advanced standard.

During the 10th Five-Year Plan, the targets for developing
science and technology

in China are as follows:

There will be a big raise of technological level in industry and
international

competitive power. The technical standard in the main realms of
agriculture, industry

Students at School 82.0 1333.5 10063.3 11246.2

Enrollment 32.6 447.3 3447.8 1747.0

Graduates 15.1 239.1 2968.3 2135.2

The Amount of Students at School, Enrollment and Graduates in
2004

Postgraduate Student Institution of High Learning High School
Elementary School

(Unit: 00,000 People)
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and service sector will reach the standard of the mid-1990
developed countries and

some realms will be among the world advanced rank.

There will be some breakthrough in basic researches and
strategic high-tech

researches. In 2005, some major scientic elds and strategic
technical elds will

approach or reach the world forward position and a number of
creative scientic research

achievements with great international inuence will be made.

Scientic and technological support will be provided for the
coordination and

development of population, resources and environments. A
comparatively perfect

scientic and technical working system will be established to
protect the ecological

environments, to improve population quality, to raise living
quality, to increase the

efciency of resources utilization and to heighten the ability of
reducing and preventing

disasters, social security and services so as to speed up the
rapid development of various

social undertakings and related industries.

There will be an obvious growth in science and technology by the
whole society.

In 2005, the proportion of R&D funds invested in science and
technology by the

whole society will be raised over 1.5% of the GDP; the
investment in R&D made by

enterprises will account for the proportion of over 50% of the
investment made by the

whole society; and the investment in R&D made by high-tech
enterprises will account

for over 5% of the annual sales income.

Urban Rhythm
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Scientic and technical talents will be able to meet the
continuous demands for

development. In 2005, the full-job scientists and engineers
engaged in R&D activities

nationwide will be over 900,000 people/year.

The infrastructure of science and technology will be perfected
step by step. Several

new items of major scientic engineering with international
standard will be established

and a number of rst-rate bases for scientic researches with
international level will be

completed as well so that basic conditions and infrastructures
for scientic researches

can be obviously improved, resources can be shared by all and
the ability to ensure

scientic and technical activities can be heightened.

FINANCEThe structure of banking system of China is like this.
Under the central bank, the

state-owned commercial bank is the nucleus of the nancial market
and the others are the

non-bank institutions controlled by state capital,
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