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COVER STORY Banking, insurance and securities are
said to be the three pillars of China’s financial sector.
Securities to some extent are still impenetrable by foreign
investors. Meanwhile, insurance is considered to be the most
open industry. So in the run-up to China’s December 11
deadline to complete its obligations to the World Trade
Organization (WTO), most insiders’ eyes carefully observed
banking. In the end, banking was successfully opened as
well—and in some aspects, ahead of schedule. Already by
2003, for example, foreign banks were able to conduct 
renminbi business for Chinese enterprises. Now the renmibi
market is even more fully open. Certainly this means more
competition for domestic Chinese banks. But for other
Chinese enterprises, like small and medium-sized 
enterprises, this is a welcome development, as they are
sorely in need of better financing channels. Clearly, foreign
banks are happier with more market access. In the end,
domestic banks may be too, as it may push them to become
better competitors in the inevitable push toward
globalization. 
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An Exciting Market  
By ZHANG ZHIPING

Ma rking the fifth annive rs a ry of China’s entry into the Wo rl d
Trade Orga n i z ation (WTO) and also the last year of the tra n s i-
tion period to fully open markets, one of the wo rld economic

e n gines in 2006 has been in the spotlight. On December 11, China
f u l ly opened its financial market in line with its WTO commitments,
wh i ch guarantee fo reign banks equal national tre atment with their
Chinese counterp a rts to engage in renminbi business. 

O bv i o u s ly, the end of such a transition period has a big impact on
i n d i genous Chinese financial institutions, as they are facing signifi c a n t
ch a n ges in areas ra n ging from market competition to the reg u l at o ry
e nv i ronment. Further opening to outsiders will of course ch a l l e n ge
C h i n a ’s financial service enterp rises, but it also means huge bu s i n e s s
o p p o rtunities and development potential for the market. 

Dissent has been on the ri s e, focusing on control over the pace and
d egree to wh i ch the market should be opened. At the same time, some
ex p e rts are anxious about China’s financial securi t y. Evidently, the
G e n e ral Agreement on Trade in Services has encompassed more than
95 percent of the wo rl d ’s financial trade in services in its progra m
t owa rd trade libera l i z ation. China will also be assured of a more open
i n t e rn ational financial env i ronment in the global market. 

A gainst the back d rop of globalization, fo reign institutions’ access
to China’s financial market is a must, sooner or lat e r. As a matter of
fact, China has honored most of wh at it had pledged within the fra m e-
wo rk of its WTO entry agreement. If the previous fulfillment of com-
mitments should be seen as a passive acceptance of re l evant rules and
reg u l ations, China’s further financial openness to the outside wo rl d
will take on a more pro a c t ive ap p ro a ch.   

The three components of China’s financial industry — b a n k i n g,
i n s u rance and securi t i e s — a re moving at diffe rent paces in the open-
ing-up process. The insurance sector has been most connected to the
ove rseas market, with banks fo l l owing and the securities sector bri n g-
ing up the re a r. Th rough the development of a few ye a rs, fo reign insti-
tutions invested in the Chinese mainland are still testing the marke t ,
with many fewer clients and smaller assets than their Chinese counter-
p a rts. Statistics show that, to dat e, there are only around 200 fo re i g n -
funded financial institutions, occupying less than 2 percent of the total
c apital volume in the Chinese market. Lacking a complete netwo rk, it
is pre d i c t able that fo reign competitors wo n ’t pose mu ch of a thre at to
local industry leaders over the short term. By contrast, the business of
Chinese companies has been gre at ly promoted as corp o rate gove r-
nance has been improve d, products have been dive rs i fied and serv i c e
p rograms have been tailored to meet customers’ needs. 

A c t u a l ly, China’s financial industry has been awa kened by its fo r-
eign rivals in the course of opening up. As Wu Xiaoling, Vi c e
G ove rnor of the Pe o p l e ’s Bank of China, the central bank, said, the
c u rrent financial re fo rm has helped the Chinese people come to re a l i ze
the effe c t iveness of financial tools and well adapt to the ove rseas cap i-
tal to balance China’s economic development. In addition, Chinese
financial institutions have signifi c a n t ly improved their manage m e n t
c ap a c i t y. And the ove rseas financial institutions pouring into China are
also sharing in the pro s p e rity of the Chinese market. 

C h i n a ’s financial re fo rm and opening up will be a lasting and diffi-
cult process in wh i ch the Chinese Gove rnment will adhere to its fun-
damental policies and steadily push fo r wa rd other fa c i l i t ating re fo rm s
to cre ate a more ord e rly and healthy financial market for a more effi-
cient cooperation with intern ational part n e rs. 

For this purp o s e, an open global financial market is also of vital
i m p o rt a n c e. ■



“No, sir.”
U.S. Defense Secretary nominee Robert
Gates, answering Democratic Senator Car l
Levin of Michigan when asked if the United
States was winning in Iraq at his 
confirmation hearing on December 5

“Compromise inherently
means stepping back by both
sides. Both sides have to give
up their positions and step
back. If one of us is not 
prepared to step back, we will
not reach a solution.’’
Pakistani President Pervez Musharraf, say-
ing his country is prepared to give up its
claim to Kashmir if India reciprocates and
approves self-governance for the
Himalayan territory

“Those who are fully aware
they are infected with the
AIDS virus and deliberately
infect others should be
severely punished according
to law.”
An official with China’s Ministry of Public
Security, speaking on December 5 

“Our fundamental view is the
regulation should be with-
drawn and reconsidered in its
entirety after thorough consul-
tation with exporters. And
many of the goods embargoed
by the regulation are readily
available to China’s military
from alternative sources, both
foreign and indigenous.”
In a letter to the U.S. Commerce
Department, a coalition of manufacturers,
software companies and hi-tech industr y
groups urged the U.S. Government to scrap
a proposal to tighten national security con-
trols on exports to China

“I expect a massive reaction
from the people, a peaceful
reaction. I think sooner or
later the military will have to
come to its senses.”
Fiji’s Prime Minister Laisenia Qarase,
speaking in a telephone interview after he
was deposed by a military coup, adding
that the majority of people wanted a return
to the “rule of law” 

PEOPLE & POINTS

‘Left Wing’ Sweeps to Victory 
H u go Chave z h a n d i ly won reelection as Ve n e z u e l a ’s president in early December,

d e fe ating opposition contender Manuel Rosales with more than 60 percent of the vo t e. 
Since fi rst taking office in 1999, eve ry step in the rise of the left-wing leader has

been seen as a bl ow to the United States. The 52-ye a r-old Chavez fa m o u s ly called U. S.
P resident George W. Bush “a devil, who tries to dominate the wo rld” at this ye a r ’s UN
G e n e ral Assembly session in Sep t e m b e r. 

“ D own with imperialism. We need a new wo rl d,” Chavez said as he was ch e e red by his
re d - s h i rted support e rs after the presidential poll. We s t e rn media showed growing anxiety
about the election, and analysts said he has the political capital needed to push Ve n e z u e l a
m o re fi rm ly towa rd socialism while posing an increasing ch a l l e n ge to U. S. infl u e n c e.  

In securing a continuous term to 2012, Chavez cemented his popularity thro u g h
“an expansion of revolution” by re d i s t ri buting some of the country ’s oil we a l t h

t h rough programs for the
p o o r. As a matter of
fact, most of his social
we l fa re programs, such
as subsidized fo o d, fre e
higher education and
cash benefits for single
m o t h e rs, are widely
hailed by the poor,
wh i ch also secured him
a victory of the election
by a large margin this
t i m e. 

H oweve r, opponents
v i ew Chavez as a dicta-
t o r-in-the-making wh o
has tightened contro l
over the oil industry and
m ay seek to re m ove
t e rm limits from the
Constitution so that he
can remain longer or
even permanent pre s i-
d e n cy. 

“H
is win was a 
demonstration of 
people power 

trumping foreign interests. The
servile, manipulated democracies
are ending in Latin America.”

Bolivian President Evo Morales

“I
am a little worried about
your country. Sometimes
leaders show up who do a

great disservice to the traditions
and people of a country.”

U.S. President George W. Bush, 
speaking to Lourdes Secola, a woman 

from Venezuela, during his visit to the Juan
Diego Center in Omaha, Nebraska
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OPINION

Marginalized Female  
N owa d ays, it seems that people have developed ex t reme wo r-

ship for “effi c i e n cy and pro fi t s ,” and the ove remphasis on effi c i e n-
cy dwarfs the importance of equality. With pro fits to the fo re, dig-
nity and values seem no longer important. 

In the employment market, quite a lot of posts are open only to
the men and some posts are even fo r b i dden to any woman with a
ch i l d. Male-female wage diffe rentials are commonly seen thro u g h-
out the country. The discri m i n ation against the female makes it
m o re difficult for them to get employed through regular channels. 

With a pro s p e rous entertainment industry, China in re c e n t
ye a rs has seen quite a lot of gi rls wo rking in night clubs, massage
b a rs and similar places that are suspected of offe ring sexual ser-
vices. Many women have to wo rk in the manu fa c t u ring industry,
wh i ch gives them little money but even cannot ensure basic securi-
t y. Some even become “indentured lab o re rs .” More ove r, when they
become older, some women are fi red by employe rs without any
valid reason other than their age.

I t ’s the unequal right to employment and pay that pers u a d e s
m a ny gi rls to turn to underground entertainment industries and
“ swe atshop” fa c t o ries. As a result, they become more and more
m a rgi n a l i zed in the employment market. 

I t ’s high time that the discri m i n ation against the female is
re m ove d, to provide them more opportunities and better future.

The Beijing New s

No Stigma Attached to AIDS
The spread of HIV/AIDS is a rising public concern in today ’s

China. Neve rtheless, when the gove rnment has pledged to assist
people living with HIV/AIDS and re m ove discri m i n ation aga i n s t
them, Chinese society as a whole is still afraid of, and sometimes
hostile towa rd, suffe re rs. This prejudice results from people’s mis-
u n d e rstanding of how the disease is tra n s m i t t e d, and they only
k n ow it is re l ated to immoral practices like promiscuity and dru g
a ddiction. 

AIDS is transmitted through three channels: bl o o d, sexual con-
tact and mother- b aby transmission, but in China, sexual tra n s m i s-
sion is always ove re m p h a s i zed and offe ring condoms seems the
o n ly way to prevent the spread of the fatal disease.

A c t u a l ly, the risk of infection through mother- child tra n s m i s-
sion is 30 percent, that through sharing needles with HIV carri e rs
is 50 percent and that through transfusions of contaminated bl o o d
is around 100 percent. In China, illegal plasma collection and taint-
ed blood products are thought re s p o n s i ble for a large amount of
c a s e s .

The gove rnment should make known to the public compre h e n-
s ive and correct info rm ation on AIDS, and strengthen blood man-
agement, especially illegal blood collection. The more the publ i c
k n ows, the less discri m i n ation against people living with
H I V / A I D S.

N a n fang Daily

Higher Postage to Help out the Post?
The National Development and Refo rm Commission and the

S t ate Postal Bureau have announced an increase in postage
ch a rges, to “promote the development of the postal industry and
the re fo rm of the system.”

Since the 1990s, domestic postage rates have undergone seve r-
al increases. The bench m a rk ch a rge for letter delive ry rose fro m
0.08 yuan in 1990 to 0.8 yuan in 1999. Now, it is 1.2 yuan.

The postal industry has rega rded the low postage rate as one of
the major causes of its persistent losses. Howeve r, compared with
other countries, the postage rate in China is not low, being, in fa c t ,
four times that of Japan and eight times that of America for the
same serv i c e. 

As a public utility, no stat e - owned postal service in the wo rl d
aims to make pro fits on basic services, with gove rnment subsidies
being re q u i red to support their operation. Howeve r, in China, it
seems such subsidies can never help to fill the bl a ck hole. 

To get rid of losses, the postal industry should cut its own ro ck-
eting management costs and all kinds of wa s t e, and not tra n s fer the
costs to customers. In the current info rm ation age, e-mail and cell-
phone messages are becoming incre a s i n g ly popular, and the
i n c reased postage rate can only convince more people to ab a n d o n
this traditional means of commu n i c at i o n .

Shanghai Securities New s

Why All Struggle to Be Researchers? 
C h i n a ’s higher education system produces a large number of

P h . D.s and holders of a master’s degre e, but it is not pro d u c i n g
enough advanced technicians. The pro blem lies in the fact that the
institutions of higher learning always try to cover all majors in
o rder to be considered as top-ranking unive rsities. 

Companies in the 21st century need not only Ph.D.s, but tech-
nicians as well. Chinese unive rsities should not focus on how
m a ny white-collar wo rke rs they have pro d u c e d. Vo c ational col-
l eges and unive rsities teaching all kinds of technical skills should
also be deve l o p e d, ap a rt from re s e a rch - o riented unive rs i t i e s .

China only needs a small number of re s e a rch - o riented unive rs i-
ties aimed at fi rs t - class academic re s e a rch and re s t rictions should
be imposed on bottom-tier colleges in the re s e a rch fi e l d, as they
m ay waste money and do rep e t i t ive wo rk of little value due to their
limited re s o u rces. These schools must find a correct position fo r
t h e m s e l ves and try to develop themselves in terms of vo c at i o n a l
e d u c ation, with students’ compre h e n s ive quality being improve d.
Vo c ational education is important as it can prep a re a large amount
of gra d u ates for their future care e rs and also act as an insep a rabl e
supplement to re s e a rch - o riented unive rs i t i e s .

Pe o p l e ’s Daily

KNOWLEDGE MAKES A DIFFERENCE: Volunteers hand
out an AIDS brochure to a passerby in Nanjing,
Jiangsu Province. Activities marking World AIDS Day
were held throughout China on December 1, with a
focus on equipping people with comprehensive and
correct information on the fatal disease
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FREE REPORTING 
A file photo taken on November 5 of this year shows reporters from around the world 

covering the summit of the Forum on China-Africa Cooperation in Beijing.

China’s State Council, the country’s cabinet, issued on December 1 a decree granting 
foreign journalists more freedom in reporting activities in the run-up to the 2008 Olympic
Games. 

Under the regulations, foreign journalists who are non-residents of China are not required 
to be accompanied or assisted by a Chinese official when they report in China, according to
Foreign Ministry Spokesman Liu Jianchao. 

Foreign journalists will also be allowed to engage in independent reporting in all localities
without permission from provincial foreign affairs offices. They can also hire Chinese citizens
to assist them in such reporting. In addition, the Customs procedures for vehicles and 
equipment used by foreign journalists have been simplified by canceling the requirement for
an assurance letter issued by a Chinese host institution. 

The regulations are effective from January 1, 2007 to October 17, 2008.

“The Chinese Government always sincerely welcomes foreign journalists to carry out
reporting activities in China and is willing to provide as many conveniences as possible for
them,” Liu said.

WEEKLY WATCH



GREAT LITTLE
WOMAN The
1.12-meter tall
woman Wu
Xiaoli, who
began a “love
workshop” as 
a platform of
communication
for tiny people
like her,
discusses 
matters with a
volunteer of 
the workshop

made by citizens via the hotline
“12369” is increasing steadily
eve ry ye a r, according to the
o ffice of the Leading Group fo r
Tra n s p a re n cy in Administrat ive
A ffa i rs (LGTAA). 

The hotline re c e ive d
331,000 complaints on pollu-
tion issues from the public in
2003, 390,000 in 2004,
420,000 in 2005 and 113,000
in just the fi rst quarter of 2006,
a c c o rding to the offi c e. 

The State Env i ro n m e n t a l
P rotection Administrat i o n
a s ked local gove rnments to
open the hotline “12369” to
re c e ive complaints on pollution
issues in 2001. 

N e a rly 70 percent of coun-
ties, pre fe c t u res and prov i n c e s
h ave opened the hotline. More
than 10 cities, such as Shanghai,
Dalian, Changchun, Zhengzhou
and Chengdu, have establ i s h e d
e m e rge n cy centers for dealing
with the pollution complaints
l o d ged via the hotline, said a
L G TAA official on December 5. 

More women becoming
journalists

Women will hold up half
the sky in the wo rld of Chinese
j o u rnalism in the near future,
a c c o rding to official statistics. 

In journalism sch o o l s
female students have outnu m-
b e red male students in re c e n t
ye a rs, and there are more than
70,000 women journalists reg-
i s t e red at the State Press and
P u bl i c ation Administrat i o n ,
n e a rly 40 percent of the total
180,000. 

“ The perc e n t age is higher

than a decade ago, when our
s u rvey together with the
Chinese Academy of Social
Sciences showed women jour-
nalists accounted for only one
t h i rd of the total,” said Sun
Z h e n gyi, Deputy Director of
the Domestic Dep a rt m e n t
under the All-China
Jo u rnalists’ Association. 

A c c o rding to Luo Jianhui,
o ffice head of the School of
Jo u rnalism and
C o m mu n i c ation at Renmin
U n ive rsity of China, fe m a l e
students account for 65 perc e n t
of journalism undergra d u at e s
e n rolled this ye a r. 

SOCIETY
Drill the legislators

After being elected, local
l egi s l at o rs of China’s county
and township people’s con-
gresses are getting some seri-
ous tra i n i n g. 

M o re than 170 new ly
elected standing committee
m e m b e rs of local people’s con-
gresses from south China’s
Guangxi Zhuang Au t o n o m o u s
R egion and nort h west Qinghai
P rovince became the fi rs t
group of trainees since the
elections began last Ju ly. 

D u ring the nine-day tra i n-
i n g, the legi s l at o rs will fo c u s
on a number of key issues
i nvolving the Constitution,
s u p e rvision, election and bu d-
get manage m e n t .

Sheng Huaren, Vi c e
C h a i rman of the Standing
Committee of China’s Nat i o n a l
Pe o p l e ’s Congress, urged the
local legi s l at o rs to ke ep
i m p roving themselves to better
f u l fill their re s p o n s i b i l i t y. 

Volunteerism boosted
China is drafting a law to

cl e a rly define the rights and
o bl i gations of vo l u n t e e rs in a
m ove to encourage more people
to donate their time and skills,
said an official with the Ministry
of Civil Affa i rs on the 21st
I n t e rn ational Volunteer Day. 

The draft law on the pro-
motion of ch a rity undert a k i n g s
is expected to include one
ch apter on volunteer serv i c e
t h at will stipulate the pri n c i p l e s
of the serv i c e, establish a vo l-
unteer regi s t ration system, and

set qualifi c ations, rights and
o bl i gations of vo l u n t e e rs and
volunteer orga n i z ations. 

Since initiating commu n i t y
volunteer service in 1989,
China has nearly 20 million
regi s t e red vo l u n t e e rs and
120,000 community vo l u n t e e r
c e n t e rs, official statistics show. 

Raise legal rights 
awareness

C h i n a ’s latest five - ye a r
p rogram to raise people’s
awa reness of laws and lega l
p rocesses will for the fi rst time
focus on fa rm e rs. 

Vi l l age committees will
p rovide an introduction to the
c o u n t ry ’s legal fra m ewo rk to
“ eve ry ru ral household,” said
Dou Yupei, Vice Minister of
C ivil Affa i rs. 

Dou hopes the country ’s
800 million fa rm e rs will learn
to better use their democrat i c
rights, file complaints that are
m o re compre h e n s ive and safe-
g u a rd their legi t i m ate interests. 

C h i n a ’s fi rst five - year pro-
gram to improve the publ i c ’s
awa reness of its legal ri g h t s
s t a rted in 1985. Each five - ye a r
p rogram focuses on a part i c u-
lar segment of society. 

In addition to fa rm e rs, gov-
e rnment officials and employ-
ees, teenage rs and private com-
p a ny management we re also
listed as key groups that will
be provided with education on
the legal system. 

Hotter pollution hotline
The number of complaints

about env i ronmental pollution

ICY WORLD
As the 
temperature
keeps 
falling,
scenic spots
in Harbin,
Heilongjiang
Province,
start to
encase 
fluorescent
lights in ice
to attract
tourism
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WEEKLY WATCH

ANOTHER JOB HUNTING
SEASON Held at China
Metrology College, the first
college recruitment fair in
Hangzhou, Zhejiang Province,
provides 2,000 job 
opportunities and attracts
30,000 job seekers



ECONOMICS
2007 economic map set

C h i n a ’s economic grow t h
rate in 2007 is projected to be
8 percent at the 2006 Centra l
Economic Wo rk Confe re n c e
held in Beijing on December
5, according to a Xinhua rep o rt
quoting economist Zheng
Xinli. The meeting analy ze d
the country ’s current economic
s i t u ation and wo rked out major
economic strat egies and poli-
cies for 2007. 

The meeting drew the ge n-
e ral targets for the economy in
the coming ye a r, stressing that
s t able and rapid economic
growth must be maintained,
substantial ach i evement mu s t
be re a ched in shifting the
growth pat t e rn from ex t e n s ive
to intensive, and new measure s
must be taken to ensure the
p e o p l e ’s intere s t s .

Efficiency overtakes
speed

E ffi c i e n cy has rep l a c e d
speed as the official pri o rity in
C h i n a ’s economic deve l o p m e n t ,
wh i ch has regi s t e red doubl e -
d i git growth at the cost of high
e n e rgy consumption and a dete-
ri o rating env i ronment. 

Chinese President Hu
Jintao has said in recent meet-
ings that the country wo u l d
re a l i ze “efficient and rap i d ”
economic development. His
re m a rks replaced the decade-
long goal to ach i eve “rapid and
e fficient” development. 

“China should take substan-
t ive measures to shift its fo c u s
f rom pursuing speed to improv-

ing the quality and effi c i e n cy of
economic grow t h ,” said Hu. 

Zhong Wei, an economic
p ro fessor with Beijing Norm a l
U n ive rs i t y, said the wo rd i n g
ch a n ge sent a strong signal that
the gove rnment would list effi-
c i e n cy as the pri m a ry cri t e ri o n
to eva l u ate economic perfo r-
mance next ye a r. 

Bankruptcy approval
China plans to ap p rove the

b a n k ru p t cy of around 500
m o re stru ggling stat e - ow n e d
e n t e rp rises (SOE) by the end
of this ye a r.

A c c o rding to the Stat e -
owned Assets Supervision and
A d m i n i s t ration Commission
( S A S AC) of the State Council,
m o re than 2,000 SOEs will go
b a n k rupt befo re 2008. Th e
commission has ap p roved 619
of them. 

Li Wei, Deputy Director of
the SASAC, said that they
would try to finish wo rk on the
b a n k ru p t cy plan in the fi rst half
of 2007. 

“Social security and re e m-
p l oyment are major pro bl e m s
to consider in the bankru p t cy
p ro c e s s ,” said Li. 

The 2,000 SOEs will be the
last ex c eption in China’s marke t
e c o n o my. Afterwa rds, all 8 mil-
lion companies in China will
fo l l ow a unified corp o rate bank-
ru p t cy law if they fail. 

Yanked beauty line makes
a comeback

P roctor & Gambl e ’s SK-II
beauty products, wh i ch we re
pulled off Chinese shelve s
amid a major health scare in

s t ep to expand ove rseas and
i n c rease its intern ational infl u-
e n c e, according to the fi rm. 

A Japanese ve rsion of the
s e a rch engine will be set up at
a proper time together with a
b ra n ch in Japan, company offi-
cials said. 

“ We believe in our prove n
s t rength in non-English lan-
g u age search ,” said Robin Li,
C h a i rman and Chief Exe c u t ive
O fficer of Beijing-based
Baidu.com Inc. 

He said the high Intern e t
p e n e t ration in Japan, as well as
s i m i l a rities between the
Chinese and Japanese lan-
g u ages, “make this market an
ideal next step for Baidu.”

But the biggest obstacl e
would be the intense competi-
tion and understanding of the
needs of the Japanese marke t ,
wh e re the wo rl d ’s Intern e t
giants Google and Yahoo have
a l re a dy taken a dominant share,
c o m p a ny officials admitted. 

BLIND 
INTERNET 
SURF Hu Chi, 
a 71-year-old blind
woman, learns to
chat online and
send emails with 
specially designed
software during a
free computer
skills training
class hosted by a
blind persons’
association in
Wuhan, Hubei
Province

FOLK ARTIST
A light-handed
Kazak herder
makes an 
imaginative
handicraft 
called “dragon”
out of oxhorn
and cavel in 
Xinjiang Uygur
Autonomous
Region

S ep t e m b e r, will be back on
sale in Beijing at Zhongyo u
( C h u n gyo) Store near Xidan. 

“ The cooperation betwe e n
Z h o n gyou and Procter &
G a m ble Co. will re m a i n
u n ch a n ged and the counter fo r
ex cl u s ive sales at our store will
be operated as it used to,” said
an exe c u t ive of Zhongyou Store. 

The SK-II products we re
b a ck on sale on December 3 at
the Guangbai Genera l
M e rchandise Headquart e rs
S t o re in Guangzhou, capital of
Guangdong Prov i n c e. 

H oweve r, stores in
Shanghai are delaying the
resumption of sales, believ i n g
it will take time for the cos-
metics to regain consumers ’
c o n fi d e n c e. 

Domestic search engine
expands

Baidu.com, the most used
s e a rch engine in China, is
going to enter the Jap a n e s e
m a rket next year as a major
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WEEKLY WATCH

CHRISTMAS FORECAST Though Christmas Day is almost two
weeks away, shops in Beijing have begun to decorate to provide
a Christmas atmosphere to seize the annual commercial 
opportunity—the Christmas economy
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MILITARY TAKEOVER Fiji’s new interim Prime Minister, Jona Senilagakali,
waves to the media on December 5. He was appointed by the military
after it ousted the government and seized control of the South Pacific
nation in a coup 

STALLED EFFORTS Palestinian leader Mahmoud
Abbas chairs a meeting with the Palestine Liberation
Organization Executive Committee and leaders of all
parliamentary groups apart from Hamas at the
Palestinian Authority headquarters in the West Bank
city of Ramallah on December 1. Abbas declared that
negotiations between his Fatah party and Hamas to
form a unity government were at a dead end

OUTPOURING OF AID Philippine soldiers unload relief
supplies of food and medicine donated by Indonesia in
Legaspi on December 5 as part of the first batch of foreign
aid to be dispatched to typhoon victims in the country.
Typhoon Durian battered the nation on November 30,
causing severe loss of life and property damage

WEEKLY WATCH

FINAL WITHDRAWAL Italian soldiers wave their national flag upon their
arrival at Rome’s Ciampino Airport during a military ceremony on
December 2. All Italian troops have now been pulled out of Iraq

ON STRIKE A traveler sleeps in the deserted departure hall of Ben Gurion
Airport in Tel Aviv, Israel on November 29. Israel’s public sector and air
travel mostly ground to a halt on that day as the powerful workers’ union
staged a general strike over long-delayed salary payments
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NEW LEADERSHIP Mexican President-elect Felipe Calderon (center) sings the
national anthem during his inauguration on December 1. He was sworn in amid
loud protests from the opposition

SHOW OF LOYALTY Thai King Bhumibol Adulyadej views honor guards in a ceremony on December 2 to celebrate the country’s
National Day and the king’s 79th birthday

WEEKLY WATCH

NATO TARGETED Afghan policemen stand
near a NATO vehicle destroyed in an attack in
Kandahar on December 3. A suicide bomber
detonated an explosive-laden car near a NATO
led-convoy in the city on that day, killing three
civilians and injuring four others

CULTURAL TREASURES Visitors view an 
artifact at an exhibition entitled “Memorie dal
Sottosuolo” (Basement’s Memory) at the
Diocletian Bath in Rome on December 1. The
exhibition presents artifacts discovered in the
last 20 years that have never been displayed
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By SUN JINZHONG

Ch i n a ’s mu l t i l at e ral diplomatic activ-
ities in 2006 we re nu m e rous. Th ey
ra n ged from Chinese leaders’ at t e n-
dance at the Asia-Europe Meeting,
the Dialogue Between Leaders of

the G-8 and Developing Countries and
A s i a - Pa c i fic Economic Cooperat i o n
(APEC) fo rum meetings to China’s active
p a rt i c i p ation in resolving the North Ko re a n
and Iranian nu clear issues and its hosting of
the Shanghai Cooperation Orga n i z at i o n
(SCO) meeting, the China-Afri c a
C o o p e ration Fo rum and the China-ASEAN
C o m m e m o rat ive Summit. All of these
a c t ivities demonstrate that China has been
a c t ive ly engaged in mu l t i l at e ral diplomacy
it has perfo rmed with growing mat u ri t y. 

In the past, bilat e ral diplomacy wa s
C h i n a ’s major ap p ro a ch to fo reign re l at i o n s .
Since the mid-1990s, China has part i c i p ated in
a c t ivities in a mu l t i l at e ral context, but the
s c a l e, level and fre q u e n cy of those pra c t i c e s
cannot mat ch the country ’s mu l t i l at e ral activ i-
ties this ye a r. In this sense, 2006 is a milestone
in China’s mu l t i l at e ral diplomatic effo rts. 

C h i n a ’s mu l t i l at e ral diplomacy is based
on its need to develop compre h e n s ive
s t rength. Compared with nearly 30 ye a rs
ago, when it launched the economic re fo rm ,
C h i n a ’s strength today has gained quick
enhancement. The country is now the fo u rt h
l a rgest economy in the wo rld with fo re i g n
ex ch a n ge re s e rves exceeding $1 trillion. It is
also influential in intern ational affa i rs. 

Under these circumstances, China has
become more interd ependent with the rest of
the wo rl d, and its re l ations with the intern a-
tional community have ch a n ged a lot. Wi t h

the rise in China’s intern ational status, its
i n t e rest has extended to the global sphere.
C h i n a ’s diplomacy is facing complicat e d
ch a l l e n ges, as well as new opportunities. 

A gainst the back ground of globaliza-
tion, intern ational pro blems that affect the
existence and development of human
beings, such as population ex p a n s i o n ,
re s o u rce and energy short ages, rampant ter-
ro rism, global wa rming and the grow i n g
gap between the ri ch and poor, will not be
re s o l ved by bilat e ral means. Some local or
regional pro blems will also have a wo rl d-
wide impact. At the same time, a country ’s
i n t e rnal pro blems or bilat e ral issues can
become mu l t i l at e ra l i ze d. 

As a developing country that has ri s e n
rap i d ly, China has cl e a rly re a l i zed that its
n ational interests are cl o s e ly re l ated to glob-
al interests. Ap a rt from considering the har-
monious progress of mankind or its ow n
s u s t a i n able development, China needs to
p a rt i c i p ate in wider and deeper intern at i o n-
al cooperation to deal with intern at i o n a l
p ro blems. It also needs to part i c i p ate more
a c t ive ly in setting new intern ational political
and economic ord e rs. Only in this way can
China better maintain and re a l i ze its ow n
i n t e rests when it joins in intern ational coop-
e ration to deal with global issues. 

Thus, mu l t i l at e ral diplomacy has
become a nat u ral choice for China to cope
with a complicated situation and safeg u a rd
its national interests. It has also played an

The author is a research fellow at the China
Institute of International Studies

Active Participation
C h i n a ’s robust multilateral diplomacy
this year demonstrates its growing inter-
dependence with the rest of the world

OPENING A DIALOGUE:
African and Chinese 
leaders take part in 
the opening ceremony
of the Beijing Summit 
of the Forum on 
China-Africa Cooperation
on November 4

DEEPER REGIONAL
COOPERATION: The
Commerorative Summit
marking the 15th 
anniversary of 
ASEAN-China Dialogue
Relations was held in
south China’s Nanning
city on October 30. This is
a group photo of Chinese
Premier Wen Jiabao and
visiting leaders of 10
ASEAN members taken 
at the opening ceremony
of the summit
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i m p o rtant role in boosting China’s sustained
economic development and stabilizing the
regional and intern ational env i ronment. 

C h i n a ’s active mu l t i l at e ral diplomacy
this year is also a new probe for building a
h a rmonious wo rl d. Although the country
has been invo l ved in mu l t i l at e ral diplomacy
soon after the Pe o p l e ’s Rep u blic was fo u n d-
ed in 1949, its activities in this area we re
rather limited due to a lack of unders t a n d i n g
of this ap p ro a ch. But after re fo rm and open-
ing up began in the late 1970s, and espe-
c i a l ly after the end of the Cold Wa r, China’s
u n d e rstanding of mu l t i l at e ral diplomacy
ch a n ged: In order to cre ate a favo rabl e
s t rat egic env i ronment and enhance China’s
c o m p re h e n s ive national strength, mu l t i l at-
e ral diplomacy is a must. 

Expanding multilateral ties

Guided by the principles of cooperat i o n ,
d i a l ogue and avoidance of confro n t at i o n ,
China has been further invo l ved in the
i n t e rn ational community and its mu l t i l at e ra l
a c t ivities are more and more ro bust. Th e
Chinese Gove rnment has cl e a rly stated that
the country will continue to part i c i p ate in
mu l t i l at e ral diplomatic activities and play
its due role in the United Nations and other
i n t e rn ational or regional orga n i z ations. 

With the ch a n ging domestic and intern a-
tional situation, Beijing also came up with the
d i p l o m atic target of building a harm o n i o u s
wo rl d, wh i ch means to persist in mu l t i l at e ra l-

ism and re a l i ze common security; purs u e
c o o p e ration and re a l i ze common pro s p e ri t y ;
a d h e re to a spirit of tolerance and cre ate a har-
monious wo rld through joint effo rts. 

The adherence to an independent fo re i g n
p o l i cy of peace was stressed at a meeting on
fo reign re l ations convened in Beijing this ye a r.
The meeting indicated that China would stick
to a peaceful development path, deal with fo r-
eign affa i rs in an ove rall manner and make its
own contri bution towa rd advancing the con-
s t ruction of a harmonious wo rld with lasting
peace and common pro s p e ri t y. The meeting is
of strat egic significance to China’s mu l t i l at e r-
al diplomatic activ i t i e s .

The three summits that China hosted
this year are of positive historical signifi-
cance to China and the wo rl d. The China-
A f rica Summit is the highest level of dia-
l ogue between leaders of one big country
and all countries that have established diplo-
m atic re l ations with it on one continent. It is
an important event in the development of
c o n t e m p o ra ry intern ational re l ations. Th e
l a rgest developing country is deve l o p i n g
h a rmonious and fri e n d ly re l ations with a
continent made up large ly of deve l o p i n g
c o u n t ries, wh i ch has contri buted to the con-
s t ruction of a harmonious wo rl d. 

On October 30, leaders of the member
s t ates of the Association of Southeast Asian
N ations (ASEAN) gat h e red in southern
C h i n a ’s Nanning city to commemorate the
15th annive rs a ry of the establishment of the

China-ASEAN dialog u e. The joint stat e-
ment signed by leaders attending the sum-
mit pointed out that the strat egic part n e rs h i p
b e t ween China and ASEAN, wh i ch is ori-
ented towa rd peace and pro s p e ri t y, has not
o n ly boosted the development of the two
sides but also brought tangi ble benefits to
the peoples of both sides and has made con-
t ri butions to increasing regional and wo rl d
p e a c e, stability and pro s p e ri t y. 

In the re l ations between China and
A f rica or ASEAN, mu t u a l ly beneficial eco-
nomic re l ations have dominat e d, prov i d i n g
helpful ex p e rience for wo rl dwide South-
South cooperation. 

The Shanghai Cooperation Orga n i z at i o n
Summit this year released a decl a ration on
the fifth annive rs a ry of the orga n i z at i o n ’s fo r-
m ation, as well as cooperat ive documents
and a joint communiqué. This shows that the
SCO has withstood the test of a ch a n ge abl e
i n t e rn ational situation during that period and
has become an important factor in maintain-
ing regional and wo rld peace and stab i l i t y,
p romoting democratic intern ational re l at i o n s
and advancing the building of harm o n i o u s
regions and wo rl d. 

The “Shanghai Spirit” of mutual tru s t
and benefit, equality, consultation, respect fo r
the dive rsity of civ i l i z ations and the pursuit of
common development has not only enri ch e d
the theory and practice of contempora ry
i n t e rn ational re l ations and embodied the ge n-
e ral demand of the intern ational commu n i t y

DRAWING CLOSER TO
THE WEST: Chinese
President Hu Jintao
attends the dialogue 
meeting between leaders
of the G-8 and developing
countries and delivers a
speech at the conference
on July 17

SHOW SINCERITY AND
SOLIDARITY: Chinese
Premier Wen Jiabao
attends the fifth session
of the Prime Ministers’
Meeting of the Shanghai
Cooperation Organization
on September 15
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for democratic intern ational re l ations, but is
also of gre at re fe rence value to the intern a-
tional community in building new intern a-
tional re l ations. These mu l t i l at e ral diplomat-
ic activities hosted by China not only have a
p ractical impact in cre ating the stru c t u re fo r
f u t u re intern ational re l ations but also enri ch
the theory of a harmonious wo rl d.

China has hosted mu l t i l at e ral meetings
and active ly part i c i p ated in some intern a-
tional activities, such as the dialogue with
G-8 countries, the Iranian and North Ko re a n
nu clear issues and APEC meetings. 

Those mu l t i l at e ral activities also have a
wide ge ographic cove rage. Th ey are either
regional meetings or tra n s - regional activ i t i e s .
A number of countries are invo l ved in these
mu l t i l at e ral activities, developed and deve l o p-
i n g, big and small. But all of these activ i t i e s
h ave their keynote of peace, deve l o p m e n t ,
c o o p e ration, openness and nonalignment. 

The re l ations among the SCO members
and re l ations between China and ASEAN
m e m b e rs are close and without alignment,
wh i ch indicates that China’s diplomacy has
d eveloped from a traditional bilat e ral mode
to a new mu l t i l at e ral mode. 

Two major focuses

In China’s multilateral diplomatic
a c t ivities this ye a r, security and the econo-
my are two major themes. China has long

been engaged in resolving the North
Ko rean nu clear issue, and its current role is
i n d i s p e n s able in realizing a nu cl e a r- f re e
Korean Peninsula through multilateral
d i p l o m atic effo rts. 

After North Ko rea conducted its nu cl e a r
test, the UN Security Council passed the
Resolution 1718 on October 14 imposing
sanctions on North Ko rea in nu cl e a r- re l at e d
a reas. Based on the effo rts of China and
some other countries, the resolution embod-
ied the principles of being “fo rceful” and
“ m o d e rat e.” After that, through China’s con-
t i nuous effo rts and shuttle diplomacy, the
stalled six-party talks on the North Ko re a n
nu clear program show hope of resumption. 

On the Iranian nu clear issue, China
hopes all re l evant parties will calm down, be
p atient and continue contact and dialog u e
with Iran, make effo rts to seek an effe c t ive
resolution and provide the conditions for the
resumption of nego t i ations. 

Th rough the documents that we re
e n d o rsed at the Shanghai Cooperat i o n
O rga n i z ation Summit, China-Africa Summit
and China-ASEAN Summit, people can also
see the emphasis on security and the economy. 

Whether in the regional or global
s p h e re, China has played a sat i s fa c t o ry and
c o n s t ru c t ive ro l e. Its mu l t i l at e ral activ i t i e s
h ave provided a good ex t e rnal env i ro n m e n t
for China’s peaceful rise but also laid a go o d

fo u n d ation for China’s future development. 
The successful development of the

Shanghai Cooperation Orga n i z ation show s
t h at diffe rent civ i l i z ations in Asia and
E u rope and nearly half of the wo rl d ’s popu-
l ation are united by the Shanghai Spirit, and
all countries ex p ressed their will to stre n g t h-
en bilat e ral and mu l t i l at e ral cooperation and
to seek common development to maintain
regional peace and stab i l i t y.

An ex p e rt on China-ASEAN re l at i o n s
at the City Unive rsity of Hong Kong holds
t h at from a wider pers p e c t ive, China has
s u c c e s s f u l ly reduced the influence of the
“China thre at” theory in the minds of
ASEAN members .

In the 15 ye a rs since China and ASEAN
e s t ablished a dialog u e, the re l ations betwe e n
the two sides have developed quick ly in a
s h o rt time and cooperation in va rious fi e l d s
has increased the confidence and mutual tru s t
of the two sides. The China-ASEAN
Summit will boost re l ations furt h e r. 

The China-Africa Fo rum Summit in
Beijing this year will gre at ly enhance the
i n fluence of China’s soft power and make
China win more re l i able friends. China has
d e m o n s t rated with its own practices that its
re l ations with Africa are built upon mu t u a l
u n d e rs t a n d i n g, benefit and cooperation and
t h at the allegations that China rep resents a
t h re at to Africa are gro u n d l e s s . ■

http: www.sinosure.com.cn Fax: 0086 (0)10 66516856     E-mail: collect@sinosure.com.cn
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By YAN WEI

I n Lat v i a ’s capital of Riga on Nove m b e r
28 and 29, the leaders of 26 NATO
member states met to add ress a nu m b e r
of hotly contested issues, ra n ging fro m
c o l l e c t ive defense to Afghanistan and

a n t i t e rro rism to developing a more globally
i n fluential alliance. Yet, for all the wide-
ra n ging discussions, little substantial
p rogress was made.

“ The summit did not have the ch a ra c t e r
of a major bre a k t h ro u g h ,” Polish Pre s i d e n t
L e ch Kaczynski was quoted by the
A s s o c i ated Press as say i n g. “Not all countri e s
s h owed the same level of determ i n at i o n .”

As NATO seeks to become a body of
global re a ch to enhance its re l e-
vance in today ’s wo rl d, its
m e m b e rs are finding them-
s e l ves embroiled in disputes
over the future of this 57-ye a r-
old military alliance, accord i n g
to Chinese analy s t s .

The Riga summit adopted
the Compre h e n s ive Po l i t i c a l
G u i d a n c e, wh i ch ch a rts NATO ’s
f u t u re cours e. The document
d e fines terro rism and the spre a d
of we apons of mass destru c t i o n
as the pro b able principal thre at s
to the alliance in the next 10 to
15 ye a rs. 

It also underlines the need
to improve NATO ’s coopera-
tion with its part n e rs, intern a-
tional orga n i z ations and non-
gove rnmental orga n i z at i o n s .

It was announced that a new
25,000-member rap i d - re s p o n s e
fo rce was re a dy for action as “the spearhead
of a modern i zed NATO military.” With full
c ap ab i l i t y, the fo rce can be dispat ched to any
p a rt of the globe within five day s .

In a decl a ration issued during the sum-
mit, leaders welcomed the effo rts of
Albania, Cro atia and Macedonia, fo rm a l
a s p i rant countries re c og n i zed by NATO, to
p rep a re themselves for the re s p o n s i b i l i t i e s
and obl i gations of membership. 

The alliance also invited three other
Balkan states—Bosnia, Montenegro and
Serbia—to join the Pa rt n e rship for Pe a c e
p rogram and the Euro-Atlantic Pa rt n e rs h i p
Council. The two mechanisms are designed

to foster the alliance’s re l ations with non-
NATO countries in the Euro-Atlantic area. 

The U.S. factor

It was rep o rted that U. S. Pre s i d e n t
G e o rge W. Bush tried to introduce a Global
Pa rt n e rship initiat ive to NATO so that some
Asian and nort h e rn European nat i o n s ,
i n cluding Japan, South Ko rea, Au s t ra l i a ,
S weden and Fi n l a n d, would have a cl o s e r
re l ationship with the alliance. Howeve r, it
seemed that Bush failed to put the idea
a c ross. Neither the initiat ive nor any of these
c o u n t ries we re mentioned in the decl a rat i o n ,
something that ex p e rts say highlighted the
d ive rgence of views among NATO members .

Wang Baofu, Deputy Director of the

Institute for Strat egic Studies at China’s
N ational Defense Unive rs i t y, analy zed the
t wo - p ro n ged train of thought underlying the
U. S. - p roposed Global Pa rt n e rship. From a
s h o rt - t e rm pers p e c t ive, Bush made the pro-
posal in light of the difficulties his administra-
tion has confronted in Iraq and Afghanistan.
N ow that it is unable to clear up these pro b-
lems on its own, the United States needs the
s u p p o rt of its allies around the wo rl d. 

At the same time, it has taken into
account the security thre ats in other parts of
the wo rld over the long haul. If it can
expand its alliance globally, the United
S t ates will be in a more adva n t ageous posi-

tion to control the situation in eve ry regi o n .
Of cours e, not all NATO members share

the U. S. vision. Fre n ch Minister of Defe n s e
M i chele Alliot-Marie voiced concern in a
recent op-ed piece in The Washington Ti m e s.
“ The development of a global part n e rs h i p
could in fact not only dilute the nat u ral soli-
d a rity between Europeans and Nort h
A m e ricans in a vague ensembl e, but also, and
e s p e c i a l ly, send a bad political message: that
of a campaign launched by the West aga i n s t
those who don’t share their ideas,” she wro t e.

Wang ack n ow l e d ged the stabilizing ro l e
NATO is playing in Central Asia, especially in
Afghanistan. He said had it not been for the
NATO military pre s e n c e, the situation in the
region would have been even more hostile.
H oweve r, he pointed out that the United Stat e s
was trying to expand NATO on the basis of
“common va l u e s .” This kind of ex p a n s i o n ,
wh i ch lays too mu ch emphasis on ideology,
would have negat ive effects, the ex p e rt wa rn e d.

He noted that NATO has a re c o rd of deal-
ing with security issues without the autho-
ri z ation of the United Nations since the end
of the Cold Wa r. In the context of globaliza-
tion, seeking to add ress intern ational securi t y

issues by strengthening a mili-
t a ry alliance is a pro bl e m at i c
ap p ro a ch in itself, he stre s s e d.
I n s t e a d, he suggested that these
issues should be re s o l ve d
t h rough the cooperation of all
c o u n t ries within the fra m ewo rk
of the UN.

He suggested that the
s t ro n ger nations would have a
b i gger say in a military alliance.
He noted that the orga n i z ation has
l a rge ly fo l l owed the direction set
by the United States over the past
ye a rs despite the prominent dis-
putes among its members. Give n
this, he predicted that NATO
would continue to ex p a n d, and
C e n t ral and Eastern Euro p e,
C e n t ral Asia and the Balkan
region would sooner or lat e r
come under the orga n i z ation. 

Feng Zhongping, Dire c t o r
of the Institute of European Studies at the
China Institutes of Contempora ry
I n t e rn ational Relations, said although it had
f rictions with other NATO members such as
France and Germ a ny, the United States wa s
conscious of its leading role in the alliance.
He continued that as the orga n i z ation ge n e r-
a l ly fo l l ows the principle of consensus, the
United States had to persuade other mem-
b e rs to ach i eve its goals. 

Of cours e, not all of its goals can be
a ch i eve d, he said, but many of them can.
G iven the push of the United States, NATO
is like ly to admit more members and boost
its global infl u e n c e, Feng said. ■

A Global Alliance?
The recent NATO summit finds its members 
at odds over the alliance’s future course 

RALLYING AROUND UNITY: Leaders of NATO member states 
converge in Riga, Latvia for a summit in late November. Behind
the alliance’s unity symbol, differences among members are 
compelling, experts say
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By MEI XINYU

The wo rld economy took on a some-
wh at bl e a ker outlook this year after
u n d e rgoing ex t ra o rd i n a ry growth in
2004 and 2005. Th e re is ev i d e n c e
t h at it has passed the peak of the

c u rrent business cy cl e.

Developed world

The U. S. economy grew less rap i d ly
than befo re. The gross domestic pro d u c t
(GDP) of the United States grew by 5.6 per-
cent, 2.6 percent and 1.6 percent re s p e c t ive-
ly year on year in the fi rst three quart e rs of
the year (fi g u res we re adjusted for seasonal
va ri ation). The growth rate in
the third quarter was at the low-
est level since it hit 1.2 perc e n t
in the fi rst quarter of 2003. 

The chaotic real estate mar-
ket was indicat ive of a furt h e r
s l ow d own in the U. S. economy.
It is estimated that the sluggi s h
t rend will last from the fo u rt h
q u a rter of this year to next ye a r.
The Intern ational Monetary
Fund (IMF) estimated that the
U. S. GDP would grow by 3.4
p e rcent this year and 2.9 per-
cent next year in the Wo rl d
Economic Outlook it re l e a s e d
in Sep t e m b e r. At present, how-
eve r, it is questionable wh e t h e r
the U. S. economy can live up to
the IMF’s ex p e c t ations this
ye a r.

Since the beginning of the new century,
the euro zone and the European Union (EU)
h ave been lacking the momentum for eco-
nomic growth. Germ a ny, wh i ch used to be
the locomotive of the EU economy, wa s
reduced to the ranks of “new ly decl i n i n g
c o u n t ries” along with Japan. The annu a l
GDP growth rates of the euro zone and the
EU we re only 1.4 percent and 1.7 perc e n t ,
re s p e c t ive ly, last ye a r. The European econo-
my made a comeb a ck early this year with its
GDP growing 0.6 percent month on month
and 1.9 percent year on year in the fi rst quar-
ter and 0.9 percent month on month and 2.6
p e rcent year on year in the second quart e r. In

the third quart e r, howeve r, the growth in the
e u ro zone slowed down. The monthly
growth rate was 0.5 percent, lower than the
expected 0.7 perc e n t .

R e c e n t ly released fi g u res show that
Jap a n ’s GDP grew by 0.5 percent in real term s
month on month in the third quarter of this
ye a r, or 2 percent year on ye a r, ex c e e d i n g
ex p e c t ations. Howeve r, industrial growth stag-
n at e d. In Sep t e m b e r, industrial output dro p p e d
by 0.7 percent from the previous month with
the number of equipment ord e rs falling dra-
m at i c a l ly. Given this tre n d, the Bank of Jap a n ,
the Japanese central bank, wh i ch had ended its
ze ro interest rate policy, was ex t re m e ly cau-
tious about raising interest rates. 

Developing world

D eveloping economies continued their
s t rong growth this ye a r. Emerging marke t s
accounted for over half of the global eco-
nomic output in 2005, during wh i ch they
posted GDP growth of $1.6 trillion, in com-
p a rison with the $1.4 trillion of the deve l-
oped countries. Their share of wo rld ex p o rt s
has jumped from 20 percent in 1970 to 42
p e rcent today. In the Wo rld Economic
O u t l o o k, the IMF projected the growth in
e m e rging markets and developing countri e s
at 7.3 percent this ye a r, double the estimat-
ed 3.1 percent for developed countri e s .
A c c o rding to the IMF, emerging economies
will grow at slightly less than 6 percent ove r
the next five ye a rs, still double the grow t h
rate of developed economies. If this trend is

s u s t a i n e d, emerging economies will
account for two thirds of the global eco-
nomic output in two decades.

Of the developing countries, China and
India regi s t e red the most ro bust economic
growth. Their GDP grew by 10.9 perc e n t
and 9.3 percent, re s p e c t ive ly, in the fi rst half
of this ye a r. The countries’ re s p e c t ive annu-
al GDP growth this year is expected to re a ch
a round 10 percent and 7.6 percent. Th e
a n nual GDP growth for Asia as a whole wa s
e s t i m ated at about 6.5 percent this year and
t h at for the Association of Southeast Asian
N ations at 5.5 percent. 

B e n e fiting from the sky ro cketing pri-
m a ry commodity demands of East Asia,
e s p e c i a l ly China, and the growing demands
of manu fa c t u red goods of the United Stat e s ,
L atin American countries underwe n t
n o t able growth in 2006. Though not as
s t rong as in Asian countries, their progre s s
was still impre s s ive given their economic
p e r fo rmances in the previous ye a rs .

Russia stood out among the emergi n g
m a rkets in 2006. Owing to soaring oil
p rices, Russia has enjoyed rapid economic

growth in recent ye a rs. As its
fiscal reve nue and cap i t a l
re s e rves increased dra m at i c a l ly,
it paid off its debts owed to the
Pa ris Club of creditor nat i o n s
this year in adva n c e. 

H oweve r, the fallout wa s
t h at its curre n cy kept gaining in
va l u e. In the fi rst half of this
ye a r, it ap p re c i ated 9.7 perc e n t
against the dollar and 4.7 per-
cent against the euro. As a
result, the country ’s manu fa c-
t u re rs suffe re d. Th ey not only
had to confront the competition
for investments and human
re s o u rces with the fo rm i d abl e
e n e rgy industry, but also we re
dealt a heavy bl ow by ri s i n g
p roduction costs and ch e ap fo r-
eign goods that poured in. 

At the same time, against the back d ro p
of a ge n e ral economic re c ove ry, the ap p re-
c i ation of the ru ble meant a potentially large
p ro fit margin for real estate speculat o rs .
C o n s e q u e n t ly, a large amount of fo re i g n
i nvestment surged into Russia’s real estat e
m a rket. In the fi rst half of this ye a r, Russia
re c e ived $23.4 billion in fo reign inve s t m e n t ,
up nearly 50 percent over the same peri o d
last ye a r. Nobody can tell how mu ch of this
amount went into the real estate sector. Th e
t o rrent of investment is set to ex p a n d
R u s s i a ’s real estate bu bbl e. 

Foreign direct investment 

I n t e rn ational trade made strides this
year and is like ly to maintain rapid grow t h
n ext ye a r. The annual intern ational tra d e

The author is a researcher with the Chinese
Academy of International Trade and Economic
Cooperation, Ministry of Commerce 

A Changing Landscape
The global economy takes a downwa r d
turn after years of explosive growth

S U S TAINED GROWTH: A container berth in Tianjin Po rt does ro bu s t
business. The Chinese economy continued to make headw ay this
year after three consecutive ye a rs of  double-digit growth 



15BEIJING REVIEW  DECEMBER 14, 2006 15

WORLD

growth was 7.4 percent in 2005 and is
expected to exceed 8 percent this ye a r.
Despite the suspension of the Doha Round
of global trade talks, the growth rate may
still ap p ro a ch 8 percent next ye a r.

The dow n wa rd turn of pri m a ry com-
modity prices was the most prominent fe a-
t u re in intern ational trade this ye a r. Pri m a ry
p roducts have had a bull market in re c e n t
ye a rs, with crude oil prices hitting nearly
$80 per barrel and the gold price passing the
b e n ch m a rk of $700 per ounce. Howeve r,
the soaring prices did not last too long. In
the most recent couple of months, oil pri c e s
h ave plummeted. After re a ching the histori-
cal high of $78.40 per barrel on Ju ly 14, the

unit price of Brent cru d e, Dubai
c rude and West Texas Interm e d i at e
fell to $57.92 per barrel, $55.90 per
b a rrel and $61.18 per barre l ,
re s p e c t ive ly, by September 26.
P rices of other pri m a ry pro d u c t s
a re also showing signs of go i n g
d own. The persistent bull market is
bound to take a dive as the demand
for pri m a ry commodities incre a s e s
at a slower pace, given the slow-

d own in global GDP growth, while their
s u p p ly ke eps growing quick ly.

The global fo reign direct inve s t m e n t
(FDI) infl ow rose substantially from 2004 to
2005. According to the Wo rld Inve s t m e n t
R ep o rt 2006 published by the UN
C o n fe rence on Trade and Deve l o p m e n t ,
global FDI infl ows amounted to $916 billion
in 2005, up 29 percent from the prev i o u s
ye a r. Flows to developed countries rose 37
p e rcent to $542 billion. Those to deve l o p i n g
c o u n t ries surged 22 percent in 2005 to re a ch
a re c o rd $334 billion. In perc e n t age term s ,
d eveloped countries at t racted 59 percent of
global FDI, developing countries at t racted 36
p e rcent and southeastern Europe and the
C o m m o n wealth of Independent Stat e s
accounted for the remaining 4 percent. 

N o t ably, a number of developing and
t ransition economies have re c e n t ly surfa c e d
as important home countries of FDI.

B e t ween 1990 and 2005, the number of
s u ch economies with outwa rd stocks of FDI
of more than $5 billion increased from six
to 25. Last ye a r, tra n s n ational corp o rat i o n s
based in developing or tra n s i t i o n
economies, but ex cluding major off s h o re
financial centers, ge n e rated FDI outfl ows of
$120 billion, the highest level ever re c o rd e d.
Asia accounted for almost 70 percent of
these capital fl ows. The list of top deve l o p-
i n g - e c o n o my sources in 2005 was led by
Hong Ko n g, Russia, Singap o re, Ta i wa n ,
B razil and the Chinese mainland.  

H oweve r, this FDI rush may not be sus-
t a i n abl e. The rapid growth of global FDI in
2005 was part ly powe red by the feeling of
optimism over global economic growth at the
t i m e. Also, the interest rates in intern at i o n a l
financial markets we re re l at ive ly low, ke ep-
ing the costs of FDI fl ows at a low leve l .
H oweve r, the costs now are tending to ri s e,
given the less positive outlook for inve s t m e n t
and wo rl dwide interest rate hike s .

The downside of fo reign investment has
become evident in many countries. The con-
flict between fo reign inve s t o rs and the gov-
e rnment and ge n e ral public of the host coun-
t ry has escalat e d. The global FDI fl ow might
d e cline in the coming ye a rs. Even if it ke ep s
growing as further investments pour into the
c o u n t ries to finance fo l l ow-up projects, the
growth rate will not be as high as befo re. ■

BEIJING TSINGHUA EDIFICATION TECHNOLOGY CO. LTD.
Tel: 8610-64961616        E-mail: thetltd@yahoo.com.cn

Kegebo 
Kegebo is a healthcare product based on a secre t

royal recipe used to take away the intox i c ating effect of
alcohol in the imperial court. The oral tablets help pro-
tect the liver and neutra l i ze the effect of alcohol with
p roven effe c t iveness against chemical liver damage.

Major contents:
Vitamin C: a wat e r- s o l u ble vitamin that is

e ffe c t ive against many chemical toxins; used to
t re at scurvy and cancer and helps conquer alco-
hol add i c t i o n

L - g l u t a m i n e : one of the 20 amino acids
t h at make up proteins; a tre atment for ga s t ri c
u l c e rs, ch ronic ga s t ritis, memory disorder after cereb ra l
h e m o rr h age and cancer pain; and helps maintain good live r, kid-
n ey, pancreas and ga l l bl a dder function  

Ta u ri n e : an essential nu t rient for human beings that helps improve the immu n e
system and protect cardiac mu s cle and is a tre atment for the fever at the outset of a cold and
c o nv u l s i o n s

L - C a rnitine L-Ta rt rate and zinc gluconat e : nu t rition enhancers essential to the use of fatty acids and
e n e rgy metabolism, with important phy s i o l ogical functions of intestinal digestion and ab s o rption of pro t e i n

M agnesium carbonat e : can neutra l i ze ga s t ric acid

TAPPING PETRODOLLARS: A Russian
worker operates a gas pipe valve in a
Siberian gas field. Russia has benefited
greatly from soaring oil and gas prices in
recent years
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Jiang Zhenghua (Vice Chairman
of the Standing Committee of the
National People’s Congress, China):
It has been an important component of tra d i-
tional Chinese culture to pursue interp e rs o n-
al harm o ny, individual mental and phy s i c a l
h a rm o ny and harm o ny between man and
n at u re. This could also be a social ideal com-
m o n ly aspired to by people of diffe rent eth-
nic groups throughout the wo rl d. It is in this
s p i rit that China has advo c ated fo r
and endeavo red to safeg u a rd and
p romote human rights and build a
h a rmonious society at home, and
has called for and endeavo red to
build a harmonious wo rld intern a-
t i o n a l ly. This integration of the inter-
est of the Chinese people and the
common we l fa re of the wo rld will
both benefit China’s own deve l o p-
ment by way of upholding wo rl d
p e a c e, and promote wo rld peace and
d evelopment through the nat i o n ’s
s e l f - d eve l o p m e n t .

The progress of a nat i o n ’s
human rights cause depends on a
h a rmonious and ord e rly domestic
social env i ronment. The progress of
the intern ational human rights cause
cannot be re a l i zed without the harm o n i o u s
c o existence of all nations. We should re s p e c t
e a ch nat i o n ’s right to choose its own social
system and way of development indep e n-
d e n t ly, respect the dive rsity of the wo rld and
wo rld civ i l i z ations, enhance dialogues and
ex ch a n ges between diffe rent civ i l i z at i o n s ,
p romote the democrat i z ation of intern at i o n a l
re l ations in the spirit of equality and opening,
and make effo rts to diminish mutual suspi-
cion and misgivings, so as to seek common
d evelopment by agreeing to diffe r, and con-
c e rt e d ly build a harmonious wo rld that
a c c o m m o d ates all kinds of civ i l i z ations and
h o n o rs eve ryo n e ’s human rights. 

Cai Wu (Minister of the Informa-
tion Office of the State Council,
China): C o n f ronted with the opport u n i t i e s

and ch a l l e n ges of mu l t i - p o l a ri z ation and
g l o b a l i z ation, the Chinese Gove rnment has
set the goal of building a we l l - o ff society of
a higher standard in a compre h e n s ive way
to the benefit of well over 1 billion people in
the fi rst two decades of this century, in the
e ffo rt to further develop the economy,
i m p rove democra cy, advance science and
e d u c ation, enri ch culture, foster social har-
m o ny and upgrade the tex t u re of life for the

p e o p l e. It advo c ates adhering to the guid-
ance of a scientific concept of deve l o p m e n t
in ove rall economic and social deve l o p m e n t
and calls for building a harmonious society
t h at fe at u res democra cy, the rule of law,
e q u i t y, justice, cre d i b i l i t y, cari n g, vitality,
s t ab i l i t y, ord e rliness and harmonious coex-
istence between man and nat u re. This is not
o n ly a grand bl u ep rint for the future deve l-
opment of Chinese society but also pre s e n t s
p romising prospects for the country ’s
human rights cause. In the Chinese people’s
p ractice of building a harmonious society,
C h i n a ’s human rights cause is bound to see
m o re rapid and healthier progress, and the
human rights cause in itself is an essential
component of a harmonious society.

To accomplish unive rsal human ri g h t s
of all mankind, it is necessary for all nat i o n s

to make joint effo rts in building a harm o-
nious wo rld with lasting peace and common
p ro s p e ri t y. With their social systems, leve l s
of development and historical and cultura l
b a ck grounds va ry i n g, diffe rent nations cer-
t a i n ly have diffe rent modes of human ri g h t s
d evelopment. We should respect such dive r-
sity of civ i l i z ations and deve l o p m e n t
modes, promote intern ational ex ch a n ge s
and cooperation in the field of human ri g h t s
on a fully equal footing and on the basis of
mutual respect, agreeing to differ and learn-
ing from others’ strong points to make up
for one’s weaknesses, and jointly pro m o t e
the construction of a harmonious wo rld that
fe at u res peaceful coexistence betwe e n
c o u n t ries, concord between people, and har-
m o ny between man and nat u re. 

Zhou Jue (Chairman of the China
Society for Human Rights Studies):
The Chinese Gove rnment stands fo r
“upholding mu l t i l at e ralism to ach i eve com-
mon securi t y, promoting cooperation fo r
mutual benefit to re a l i ze common pro s p e ri-
t y, and encouraging tolerance to build a har-
monious wo rl d.” This ap p ro a ch fo rms an

i n ev i t able extension and deve l o p-
ment of wh at China has alway s
been doing by pursuing a fo re i g n
p o l i cy of peace and fo l l owing a
p ath of peaceful development. We
b e l i eve it is of important pra c t i c a l
s i g n i ficance to the ongoing endeav-
or to develop a more just and rat i o-
nal intern ational political and eco-
nomic ord e r, to promote harm o ny
the wo rld ove r, and to develop the
i n t e rn ational human rights cause. 

Respect for and protection of
human rights on the one hand and the
building of a harmonious wo rld on
the other are locked up as the pre re q-
uisite and objective of each other, in a
re l ationship of mutual dep e n d e n c e
for mutual development. Respecting

and protecting human rights can help mitigat e
i n t e rn ational contradictions and pro bl e m s ,
thus promoting the building of a harm o n i o u s
wo rl d. Realization of individual human ri g h t s
is insep a rable from the harm o ny of society
and the wo rl d. Facts of both today and the past
p rove that in a chaotic society, in a wo rl d
d evoid of peace, human rights can in no way
be effe c t ive ly guaranteed for the broad masses
of the people. A harmonious wo rld there fo re
rep resents a right to wh i ch citizens of all coun-
t ries are ri g h t f u l ly entitled. 

I n o n ge Limbambala ( S e c o n d
Secretary of the Ministry of Foreign
Affairs of Zambia): Pove rty still contin-
ues to wreak havoc among more than a bil-
lion of the wo rl d ’s populat i o n — m e a n i n g
a round a sixth of the wo rl d ’s inhabitants are

Human Rights and a
Harmonious World
The third China-sponsored high-level symposium on 
human rights was held in Beijing on November 22-24, 
gat h e ring officials and ex p e rts from both home and ab road to
discuss a va riety of re l evant topics. Fo l l owing are ex c e rpts of
some speeches delive red at the meeting.

MEETING FOR CONSENSUS: The Beijing symposium 
on human rights, with participants from 19 countries,
highlights the building of a harmonious world during 
the discussion
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l iving in ex t reme pove rt y. The eve r- w i d e n-
ing gap between the ri ch and the poor
d i re c t ly contradicts the notion that all
human beings are born equal in dignity and
rights. The Unive rsal Decl a ration of Human
Rights and intern ational human ri g h t s
t re aties hold out the promise of life with
d i g n i t y, wh e re eve ry person enjoys an ade-
q u ate standard of living and access to those
essentials that give practical meaning to
s u ch a life, including fo o d, wat e r, shelter,
e d u c ation, wo rk and health care.

The UN Millennium Decl a ration and
Millennium Development Goals include the
halving of the number of those living in
ex t reme pove rty and promoting wo m e n ’s
equality by 2015. It would be desirable fo r
m a ny if the goals, in this rega rd, could be
seen as a stepping stone towa rd bro a d e n i n g
the ra n ge of economic and social ri g h t s
ap p l i c able to all, as well as to providing the
c o n t ext for the promotion of tra n s n at i o n a l
human rights that should in turn enhance
i n t e rn ational decision-making on policy and
p ractice in the areas of debt, aid and tra d e. 

Makarim Wibisono (Ambassador
E x t r a o rd i n a ry and Plenipotentiary,
Permanent Representative of the
Republic of Indonesia to the UN in
Geneva): Although human rights are uni-
ve rsal, the dynamics of human rights issues in
mu l t i l at e ral and intern ational fo rums is ve ry
c o m p l ex and highly political. To these com-
p l ex and highly political deliberations, we can
a c t u a l ly add “a harmonious wo rld” as a new,
but perhaps more objective and neutral, para-
m e t e r. Internal or domestic implementat i o n s
of human rights should be conducted in a way
t h at fo s t e rs harm o ny at the national leve l .
M e a n wh i l e, intern ational deliberations on
human rights issues should also be conducted
in a way that fo s t e rs harm o ny at the bilat e ra l ,
regional and global leve l .

Wh at can we say about the re l at i o n
b e t ween human rights and a harm o n i o u s
wo rld? I believe that respecting human ri g h t s
is of significant importance for the cre at i o n
and maintenance of harm o ny in the era of
g l o b a l i z ation. Indeed, human rights are one
of the most tangi ble issues of globalizat i o n .
The reason for this is that the wave of global-
i z ation has empowe red individuals in eve ry
c o u n t ry re a ched by it. As individuals have
become empowe re d, they want human ri g h t s
to be strengthened and implemented. Th e
c o m mu n i c ation revolution that has bro u g h t
about globalization has also made indiv i d u-
als awa re of each other’s state of human
rights fulfillment as well as of each other’s
s t ru ggle to ach i eve the highest fulfi l l m e n t .
The cause of human rights has there fo re been
p romoted and strengthened by globalizat i o n
and in turn, globalization has disseminated it
and made it a global issue.

Xu Xianming (President of the
China University of Political Science
and Law ) : C o m p a red with tra d i t i o n a l
human rights, the right to harm o ny stre s s e s
i n n ovation instead of rev ival, tra n s c e n d e n c e
instead of existing ach i evements, and coop-
e ration instead of riva l ry.

The claim of the right to harm o ny will
p ro fo u n d ly ch a n ge the re l at i o n s h i p s
b e t ween people and stat e, between indiv i d-
uals and between man and nat u re. It will
i nvo l ve not only the re l ationships in the
aspect of law, but also in the aspect of ethics. 

In the re l ationships between people and
s t at e, the right to harm o ny re q u i res more
p u blic rights than it did in any previous age s .
The freedom of conscience, the freedom of
belief and the equal respect for the value and
dignity of human beings are all the basis to
re a l i ze harm o ny between an indiv i d u a l ’s
mind and body, and thus it becomes the fi rs t
i m p o rtant obl i gation for a state to conduct
good gove rnance and guarantee that eve ry
i n d ividual re c e ives proper tre at m e n t .

In the re l ationships between indiv i d u-
als, the right to harm o ny means that eve ry
i n d ividual enjoys his/her “right to the
wo rl d,” wh i ch re q u i res society and other
i n d ividuals to respect that person and tre at
him/her pro p e rly. No person is infe rior in
t e rms of personality and dignity because of
i n b o rn gifts from nat u re and acquired posi-
tion in society. Eve ryone should re c e ive
equal, proper tre atment and equal re s p e c t ;
e s p e c i a l ly, the equal proper tre atment of and
equal respect for minorities and disadva n-
t aged people suggest a fundamental dire c-
tion that the right to harm o ny has decided
for the tra n s fo rm ation of the social system.

In the re l ationships between man and
n at u re, the right to harm o ny will ch a n ge the
t raditional simple subject-object re l at i o n s h i p
b e t ween human beings and nat u re. The ecolo-
gy, env i ronment and re s o u rces that we have
t o d ay are not inherited from our ancestors, bu t
b o rrowed from our future ge n e rations. Th e
h a rm o ny between diffe rent ge n e rat i o n s
should become an indispensable dimension in
the vision of human rights, and the idea that
human beings are obl i ged to safeg u a rd nat u re
should substitute for the theory that they are
entitled to exploit it. Th at is an ethical fo u n d a-
tion for human beings to re a ch the summit of
l i fe that integrates heaven with mankind.

The right to harm o ny re q u i res the publ i c
duty to pro p e rly rega rd eve ry individual on
the one hand, and on the other hand, it
demands people’s self-discipline when they
claim their own human rights. Th at is, eve ry
i n d ividual is obl i ged to respect others’ human
rights and benefit the re a l i z ation of publ i c
i n t e rests as he/she exe rcises his/her ow n .
M e a n wh i l e, mankind as a whole should also
t a ke the proper tre atment of nat u re as a mora l
limit when it develops human ri g h t s . ■
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While wo rke rs at Wa l - M a rt
China, a subsidiary of the U. S.
retailing giant, stru ggled to set
up their fi rst trade union,
e m p l oyees of many companies

in Nanjing have been able to nego t i at e
s a l a ry increases with their bosses for the
past seve ral ye a rs. 

The wo rke rs at Kumho Ti re Co., fo r
ex a m p l e, have seen their ave rage salary
n e a rly double to more than 31,000 yuan in
2006 from 16,000 yuan in 1999 “after ard u-
ous salary nego t i ations year after ye a r,” said
Wu Songping, head of the trade union at the
Ko rean company. 

In the past, nearly all stat e - owned enter-
p rises in China had a trade union—invo l v-
ing all employe e s — wh i ch was in ch a rge of
wo rke rs’ we l fa re and appeals. The union’s
a d m i n i s t rat ive body, howeve r, was typically
appointed by the enterp ri s e ’s manage m e n t .
On holidays, the union would send gifts of
d a i ly necessities or superm a rket coupons to
its members; when an employee was sick ,
union rep re s e n t at ives would visit him/her

on behalf of the whole company; or, on spe-
cial occasions, the union would orga n i ze
small shows or activities for the employees. 

“ The old-fashioned concept of a tra d e
union must be ch a n ge d,” said Chen Siming,
C h a i rman of the Nanjing Trade Union. “A
t rade union is mu ch more than [a sponsor
of] activities; it should be bound tightly with
the wo rke rs’ real intere s t — s a l a ry.” 

N a n j i n g, the capital of Jiangsu
P rov i n c e, was one of the fi rst cities to initi-
ate a collective salary nego t i ation mech a-
nism. Under a trial reg u l ation on the system
for determining employee wages passed by
the Ministry of Labor and Social Security in
2000, wo rke rs’ rep re s e n t at ives and manage-
ment rep re s e n t at ives nego t i ate the salary
d i s t ri bution system and salary level on an
equal basis and sign an agreement. 

“ N o rm a l ly, we have five or six nego t i a-
t o rs from each side,” said Zhang Niannian,
a ve t e ran salary nego t i ation instructor fro m
the Nanjing union.

Li Yuanguo, President of Nanjing
Plastic Industry Co. Ltd. (NPIC), a privat e
c o m p a ny, sounded re l i eved when aske d
about the functioning of the trade union in

his company. “In the past, when employe e s
we re not sat i s fied with their salary and
when they we re not able to affo rd to go to
the hospital, they would come to my offi c e
and argue with me,” Li said. “But after the
t rade union was establ i s h e d, the employe e s
would rather turn to the trade union for help.
It leaves me more time and energy to think
about the development of the whole compa-
ny instead of eve ry trivial thing invo l v i n g
the wo rke rs .”

Discussing his rivals in salary nego t i a-
tions, Li smiled and said, “The wo rke rs are
ve ry smart and they pick the most talented
n ego t i at o rs, wh i ch is ve ry unusual com-
p a red with the past.”

Li said that befo re 2004, NPIC was a
s t at e - owned enterp ri s e, and all the adminis-
t rat ive positions in the trade union we re
t a ken by the “go o dy - goodies”. Th ey pra c t i-
c a l ly did nothing ex c ept send gifts on holi-
d ays and orga n i ze some activities. “Society
ch a n ges, and the wo rke rs’ awa reness of
s e l f - i n t e rest improve s ,” said Li.

Making bargaining successful

Chang Kai, labor pro fessor at Renmin
U n ive rsity of China, pointed out two
re q u i rements for a successful collective bar-
gaining mechanism. “Fi rst, both sides in the
n ego t i ation should be independent; second,
the nego t i ations should invo l ve fair play.”
Chang noted that for a long time, the dire c-
t o rs of the majority of Chinese trade unions
we re appointed by the management and the
t rade union fo l l owed manage m e n t ’s
d e c rees. 

A c c o rding to a random survey of enter-
p rises in Nanjing conducted by the gove rn-
ment involving 1,000 wo rke rs from 100
e n t e rp rises, about 20.8 percent of the

How Much Am I Worth?
A collective negotiating system enables
workers to bargain wages with their
employers on an equal basis, leading to
better labor-management relations

SEEKING 
ASSISTANCE: 
On December 3, 
many workers
gathered around 
Sun Chunlan, Vice
Chairperson of the 
All-China Federation 
of Trade Unions, 
and her colleagues 
for legal advice



wages is conducive to the economy, in turn
b e n e fiting the company itself.” 

Explaining furt h e r, Song said, “Fo r
i n s t a n c e, if a pair of Nike shoes is sold at
600 yuan with a cost
of 200 yuan, a mere
i n c rease of 20
yuan—10 perc e n t —
in wo rke rs’ salaries is
just a drop in the
bu cke t .” But he said
this “drop” can boost
wo rke rs’ enthusiasm
as well as their pro-
d u c t iv i t y. In re t u rn fo r
m a n age m e n t ’s go o d-
will, wo rke rs will do
their best to use inno-
vat ive tech n o l ogy
and reduce the cost of
p roduction. 

As China’s eco-
nomic re fo rm deep-
ens, the gove rn m e n t
has been reducing its
role in corp o rat e
m a n agement and has
sw i t ched its effo rts to
m a c ro - c o n t ro l .
Taking adva n t age of
the loosened contro l ,
some companies tend
to re s t rict wo rke rs ’
s a l a ries in order to
a ch i eve the maxi-
mum pro fit. 
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e m p l oyees surveyed re c e ived a salary of
600 yuan or less per month; 36.9 perc e n t
rep o rted a monthly salary of 600 yuan to
1,000 yuan; 25.8 percent got a salary ra n g-
ing from 1,000 yuan to 1,500 yuan; and
o n ly 16.5 percent of the re s p o n d e n t s
e n j oyed a salary over 1,500 yuan. 

Chen Jiabao, Vice Mayor of Nanjing,
noted that, “The per capita GDP of Nanjing
City re a ched $4,000 in 2005, wh i ch is in
s h a rp contrast to the ave rage salary of ord i-
n a ry employe e s .”

“Our survey showed that the major
s h a re h o l d e rs’ ye a r-end bonus was as mu ch
as 24 times that of the ave rage wo rke rs, and
the monthly salary of the management wa s
six or seven times more than that of the ord i-
n a ry wo rke rs ,” he continu e d. 

“ This kind of sharp gap is unaccep t abl e
for ord i n a ry wo rke rs ,” said Chen. “Wo rke rs
a re the major pro d u c t ive fo rce and it is they
who cre ate value for companies and should
not be tre ated unfa i rly.”

One of the major reasons companies are
reluctant to increase wo rke rs’ salaries is that
t h ey fear this will result in higher pro d u c-
tion costs and cause them to lose the com-
p e t i t ive edge in pricing to their rivals. 

H oweve r, Song Zheng, Vice Chairm a n
of the Trade Union of Nanjing City and a
ve t e ran economist, pointed out, “Th e
i n c rease in wo rke rs’ salary will enhance
their purchasing powe r, wh i ch means they
a re able to buy more commodities.
Th e re fo re, from the pers p e c t ive of the
whole society, the increase in wo rke rs ’

A Hard-Won 12 Percent 
Deltak is a Sino-U.S. joint venture established in August 2004.

We didn’t discuss the salary issue with the management in 2004
and 2005 as the company was just founded. In the past two
years, Deltak has made a profit but workers’ salaries
remain the same as two years ago. On noticing the profit
increase and the unchanged salar y, the workers’ union
believed it was time to ask for a salary increase, because
all the employees have strived to contribute to the produc-
tivity of the company. Therefore, we decided to initiate
salary negotiations in June this year with our American boss,
which was rather sensational at that time.

Of course he was very surprised at our requirement,
as we had never done this before. We had made a
comprehensive analysis and explanation of why and
how salaries should be increased and proposed it to
the boss in the middle of June. The boss said he need-
ed a translation. 

Then, a month passed. 
Another three months passed, as the boss had to go

on numerous business trips.
At that point, when workers felt insecure, they threat-

ened to go on strike.
But, taking the whole situation into consideration, we must be

patient. The workers’ union persuaded workers to remain in their
posts and avoid acting indiscreetly.

During that time, we sought legal assistance from the All

Workers’ Union of Nanjing, and got lots of useful information. 
For instance, the government reported a 12-18 percent

increase in profits of the mechanical manufacturing industry,
which suggested we could set our expectation on this base.

There are four major factors we can count on in seeking a salary
increase: the increase in profitability, the increase in productivi-

t y, the gove rnment guideline on wo rkers’ salaries as well as
the increase in the consumer price index. One single
a b ovementioned factor could constitute our reason for a
s a l a ry increase. Apparently, we meet all four requirements.

And we set the requested increase at 18 percent, leaving
room to bargain.

November 6 was a day to remember. After several
formal and tough negotiations with the management,
our boss finally agreed to raise our salary by 12 per-
cent, which was acceptable.

I believe the workers will be pleased to see an aver-
age increase of 130 yuan in their bank account each

month beginning January 2007. 
We learned two things from this negotiation. First, we

shouldn’t intensify conflicts with management but should
talk peacefully. Second, I personally believe that the
Americans are law-oriented. When I referred to relevant
Chinese laws and regulations on this matter, the boss

showed great respect for the laws.
Some workers suggested a strike, which we did not support.

The reason is that the company does not just belong to the boss,
but also to the ordinary workers.

Yang Yongsheng:
Chairman of the
Workers’ Union of
Deltak Power
Equipment (China)
Co. Ltd

C o n s i d e ring the pro blem, the labor and
social security dep a rtment of Nanjing will
consider the collective bargaining mech a-
nism an important part of its inve s t i gat i o n



and regi s t ration of a company labor contract. 
At present, Nanjing runs a “harm o n i o u s

e n t e rp rise” campaign on a ye a rly basis,
i nvolving fo reign companies, domestic
companies and joint ve n t u re s .

An Erk a n g, a senior re s e a rcher at the
China Management Academy of Sciences,
noted that salary distri bution is one of the
c o re areas of the “game theory” strat egy
b e t ween employees and employe rs. But, An
s a i d, “Wo rke rs are ge n e ra l ly disadva n t age d
and have no competitive edge in this ga m e
t h e o ry pra c t i c e.” 

Foreign-domestic dichotomy

In a wo rld wh e re the supply of talent fa r
outpaces the demand, people hold fi rm in
their jobs. Despite being eager to see a
s a l a ry incre a s e, employees dare not have a
d i rect confro n t ation with their bosses.
“ Th e re fo re, the gove rnment should guide
them and enact favo rable policies to guar-
antee the wo rke rs’ ri g h t s ,” said An. 

Qian Guanghao, an employee at Deltak
Power Equipment (China) Co., has been
i nvo l ved in salary nego t i ations in the com-
p a ny. Asked why he dared to take the job
and whether he fe a red being fi re d, he said,
“A c t u a l ly, after a wo rker is elected as a
n ego t i at o r, he or she signs a three- or fo u r-
year contract with the company. In these
t h ree or four ye a rs, the company has no

right to fi re the nego t i at o r.” In this way,
n ego t i at o rs can feel secure even amid a
s t rong confro n t ation with the manage m e n t .
“If the nego t i ator does a good job, he or she
can be re-elected for another term without
being afraid of losing his job,” said Qian. 

Fu Xiaojun, Assistant Director with the
P u blic Relations Dep a rtment of the Nanjing
Trade Union, agre e d. “The nego t i at o rs ’
i n t e rest is fully protected by the trade union
and re l evant gove rnment dep a rt m e n t s .” 

In the meantime, the gove rnment mu s t
d evote itself to promoting the quality of
both employees and employe rs, and make
both sides re a l i ze that their interests are
bound toge t h e r, ex p e rts say. 

A labor contract draft law, aimed at
t h o ro u g h ly protecting wo rke rs’ interests, is
n ow being deliberated by the gove rn m e n t
and is expected to take effect soon, despite
h a rsh criticism from employe rs. 

“It has been easy to set up trade unions
in stat e - owned enterp rises—just issue an
a d m i n i s t rat ive ord e r. It has always been dif-
ficult to set up trade unions in fo reign com-
p a n i e s ,” said Xia Yi n chun, Secre t a ry
G e n e ral of the Nanjing Trade Union.

From the pers p e c t ive of fo reign compa-
nies such as Wa l - M a rt, howeve r, tra d e
unions are viewed negat ive ly. A Wa l - M a rt
p u blic re l ations manager who re q u e s t e d
a n o nymity said, “Our bosses from the

United States have felt there is no need to
set up a trade union, wh i ch seems like a
d iv i s ive fo rce in the whole company.” 

In We s t e rn countries, trade unions are
sometimes a headache for manage m e n t .
Song of the Nanjing Trade Union said,
“ Wo rke rs care about their own interests with-
out considering the ove rall perfo rmance of
the company.” In Nanjing, howeve r, wo rke rs
a re awa re that “if I want to have my salary
i n c re a s e d, I have to wo rk hard,” he add e d. 

At Kumho Ti re, one of the fi rst compa-
nies to adopt collective barga i n i n g, the
wo rke rs’ annual salary jumped to ove r
35,000 yuan in 2005 from a mere 16,000
yuan in 1999. “Our wo rke rs have the hab i t
of seeing their income grow eve ry ye a r. If
the salary remained the same as in the pre-
vious ye a r, their enthusiasm for wo rk wo u l d
be hurt ,” said Wu, the company union head. 

C u rre n t ly, the company faces enorm o u s
p re s s u re from the wo rke rs’ call for salary
i n c reases and rising costs. Wu noted that the
p rice of ru bber has jumped to about 24,000
yuan per ton this year from 13,000 yuan
s eve ral ye a rs ago. The company ’s pro f-
i t ability is not as strong as it was befo re. 

Maintaining sound and sustained
growth while not posing an unbearable bu r-
den on the company ’s daily operations has
become a nerve - ra cking pro blem for both
the trade union and manage m e n t . ■
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BEIJING UNISPLENDOR INDUSTRIAL TECHNOLOGIES 
Tel: 86-10-64982392       E-mail: bjuiltd@yahoo.com.cn

Gentle Care Day Cream is a combination of
royal beauty tre atments of the Qing Dynasty
(1644-1911) with modern skincare tech n o l ogi e s .
The cream helps tre at dry skin, fl at wa rts and
acne caused by poor blood circ u l ation and ultrav i-
olet ra d i at i o n .

Major contents:  
P u n c t u revine caltrop fruit, common bl e t i l l a

tuber and morning glory: medical herbs that
ancient Chinese used to tre at facial fre ckles, tight-
en facial skin, allay infl a m m ation, cleanse the
skin and ke ep it moist and wrinkle free 

Pe a ch ke rn e l : can help improve blood circ u-
l ation, moisten the skin and re m ove fre ck l e s

A l o e : can absorb ultraviolet ra d i ation to miti-
gate its damage to the skin and nourish skin cells

Vitamin E: can enhance the cre a m ’s effe c-
t iveness by slowing the aging of cells 

Gentle Care Day Cream



In vestment Op p o rtunities & Job In f o rm a t i o n

FAQ: 
Who is Chinajob. c o m ?
C h i n a j o b.com is the talent search website sponsored by the

China Association for Intern ational Exch a n ge of Pe rs o n n e l
and the State Administration of Fo reign Experts’ Affa i rs. Th e
website is a compre h e n s ive source of info rm ation for job
s e e ke rs in China. Our website lists hundreds of current posi-

tions for teach e rs and pro fessional specialists throughout China.
We also can guide you step - by - s t ep through the process of finding a

j o b, issuing your Fo reign Expert Card and providing you all the info r-
m ation you will need for a pleasant, rewa rding and pro fe s s i o n a l ly re l e-
vant ex p e rience in China.

Wh at is a Fo reign Expert Card ?
This card is needed if you are a fo reign teacher in China. Its main

use is by you or your school to ch a n ge part of your salary (up to 70
p e rcent monthly) into hard curre n cy. The card offe rs you the
a dva n t ages of being offi c i a l ly re c og n i zed by the Chinese
G ove rnment as a fo reign ex p e rt. The card is often a re q u i re m e n t
for obtaining wo rk and ch a n ging your job and visas during yo u r
s t ay in China.

Can I live on $500 a month in China?
Yes! The cost of living in China is considerably lower than in We s t e rn coun-

t ries. Five hundred dollars (4,000 yuan) makes your salary about the ave rage of
C h i n a ’s urban wo rk fo rce and far ab ove the ave rage salaries of most pro fe s s i o n a l
e m p l oyees in smaller cities. Just be fru gal, let your Chinese colleagues and
f riends help you with daily shopping, don’t be ex t ravagant and you will enjoy a
c o m fo rt abl e, safe and pleasant life in China. Also, you will be tre ated like an
i m p o rtant friend and a know l e d ge able ex p e rt and be highly re s p e c t e d. Return
the respect to China and your Chinese colleagues, pro fessional associat e s ,
f riends and students.

Do employe rs supply living accommodat i o n s ?
Wh at is supplied?

Free accommodation is provided for the fo re i g n
t e a ch e r. The lodging is re a dy to be used by the teach e r
upon arrival. This is a responsibility of the host institu-
tion. Te a ch e rs will need to provide small items as
needed to function in the lodging space. Th i s
can include pots and pans, kitchen utensils or
a nything the teacher feels is necessary.
L o d ging comes furnished with enough
f u rn i t u re to allow for comfo rt able liv i n g.

Teaching vacancies:
The Intern ational Division of

Shanghai High School is looking
for teach e rs of English, history,
ge ograp hy, science, mu s i c, econom-
ics and art (painting) with two
ye a rs’ teaching ex p e ri e n c e.

S a l a ry: $1,600-$2,000 per month
O ffice hours: 8:10 a.m. to 4:10 p.m.,

and 20 teaching hours a week 
B o nus: an annual bonus of $2,600 give n

a c c o rding to perfo rm a n c e
B e n e fits: During Chinese legal holiday s ,

s chool holidays (ex cluding summer and winter
va c ations) and Christmas, full-time teach e rs are enti-

tled to rest with full pay. The school supplies full-time
ex p at ri ate teach e rs with an air-conditioned ap a rt m e n t

with a private bat h room, a kitchen, a TV set, a direct line
t e l ephone and an Internet plug.  

Our school term usually runs from September to Ju ly or fro m
Feb ru a ry to Ja nu a ry. If you are interested in joining us, please feel fre e

to send an e-mail to re s u m e @ ch i n a j o b. c o m.
Tianjin Unive rsity of Commerc e is seeking qualified ESL teach e rs

f rom nat ive English-speaking countries. Russian and Japanese teach e rs
a re also wa n t e d. The contract begins in Feb ru a ry 2007 and ex p i re s

in Ju ly 2008. The salary is 4,000 yuan per month. Candidat e s
should have teaching ex p e ri e n c e, a college degree and a teach-
ing cert i fi c at e. The school offe rs free accommodation and
ro u n d t rip airfa re. Contact Eric via c o n t a c t @ ch i n a j o b. c o m.

England (Beijing) Intern ational Education Consulting
Co. Ltd. (EBIEC) is looking for subject teach e rs. Th e
chosen candidates will part i c i p ate in teaching IELT S, GCE
A level or IGCSE courses involving mat h e m atics, phy s i c s ,
ch e m i s t ry, business or ICT, compiling teaching mat e ri a l s
and testing students. 

R e q u i re m e n t s :
●  C a n d i d ates must be nat ive or nat ive-quality speake rs

of English, with over two ye a rs’ teaching ex p e rience in
a ny of the fo l l owing subjects: business, mat h e m at i c s ,
p hysics, ch e m i s t ry and ICT.

●  C a n d i d ates ap p lying for the va c a n cy should have team
s p i rit, with good interp e rsonal skills and enthusiastic teach-

ing ab i l i t i e s .
●  C a n d i d ates must have teaching cert i fi c at e.
For more info rm ation, please contact Rose Wa n g.
E-mail: ro s e @ eb i e c. o rg   Tel: 86-10-65678831    Website: www. eb i e c. o rg. 
The Keuka China Progra m s is hiring qualified teach e rs for Keuka College

China Programs in the fo l l owing unive rsities of China: Tianjin Unive rsity of
Science & Te ch n o l ogy, Yunnan Unive rsity of Finance & Economics, Jimei
U n ive rs i t y, Wenzhou Unive rsity and Anhui Medical Unive rs i t y. 

C o u rses to be taught include: Issues in Management, Human Resourc e s
M a n agement, Integrat ive Studies-Leadership, Orga n i z ational Commu n i c at i o n ,
M a n age rial Marke t i n g, Manage rial Accounting, Manage rial Fi n a n c e, Strat egi c
Planning (for the ab ove eight courses, the instru c t o rs should have either a mas-
t e r ’s degree or a Ph.D. in the fields of Business Management, Business,
Economics, Accounting or Finance or re l ated business back ground), Care e r
M a n agement and Experiential Education (for the ab ove two courses, the
i n s t ru c t o rs should have either a master’s degree or a Ph.D. in the fields of edu-
c ation, psych o l ogy or re l ated educational back gro u n d ) .

Please prep a re the fo l l owing mat e rials if you are interested in our cours e s
and fo r wa rd all these mat e rials to us by fax, email, or post. Th ey are: re s u m e,
c o py of diploma, copy of tra n s c ript (if the instructor is later qualified to teach in
China, an official tra n s c ript is re q u i red), copy of passport, two re c o m m e n d at i o n
l e t t e rs from re l ated teaching industry or documents wh i ch demonstrate re l at e d
t e a ching ex p e riences. 

E-mail: rheazhang@smiusa.org
A dd ress: Suite 16C, Lian Fu Building, 2 Lianqian Xilu, Xiamen 361004,

Fujian Prov i n c e, China.
Web Intern ational English is now looking for ESL teach e rs. 
●  Te a ching base: Shanghai, Ningbo, Wuxi and Shenya n g.
●  S a l a ry: about 8,000-10,000 yuan per month.
●  S t a rt date: as soon as possibl e
●  Wo rk schedule: 25 teaching hours per we e k .
●  Students level: adults (ab ove 16 ye a rs old)
●  A i r fa re / a c c o m m o d ation allowa n c e
You are expected to meet the fo l l owing re q u i rements: 
●  N at ive English speake r
●  B a ch e l o r ’s degree or ab ove 
●  T E S O L / T E F L / C E LTA cert i fi c ation pre fe rre d
●  P rior teaching ex p e rience pre fe rre d
●  Ava i l able soon
I n t e rested individuals should e-mail ch ri s . n i e @ webi.com.cn with the at t a ch-

ments of a detailed re s u m e, cert i fi c ate copies, a passport copy and a re c e n t
photo. We will contact you for an interv i ew as soon as we hear from yo u .
C h e ck out our website: http://www. web i . c o m . c n .

re s u m e @ ch i n a j o b. c o m
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By LI LI

The most eye - c at ching items in Ya n
L i ’s nine-square-meter office are
piles and piles of case histories on
her narrow table and a make s h i f t
bed for patients in this commu n i t y

of 10,150 people from 4,083 households.
Yan Li, a 27-ye a r-old doctor in a commu n i-
ty health clinic in Xicheng District of dow n-
t own Beijing, said 300 of the 1,000 cases
we re “active,” wh i ch means the pat i e n t s
visit the clinic reg u l a rly as per their doctors ’
i n s t ructions. Yan is so familiar with these
documents that people will be amazed by
the speed with wh i ch she can locate a spe-
c i fic case history. 

Of cours e, Yan knows the patients eve n
b e t t e r. On a typical wo rking day re c e n t ly,
she saw eight patients in the morn i n g, ra n g-
ing in age from 55 to 83 ye a rs old, and suf-
fe ring from ch ronic diseases. 

Th roughout the morn i n g, Yan talke d
s l ow ly and loudly to her patients, rep e at i n g
h e rself often. Spending 20 to 25
m i nutes on each patient, she hard ly
stopped for a break. But, she said,
the time she got with eve ry patient is
wh at distinguished her from her
p e e rs in big hospitals. “Pe o p l e
a lways complain about doctors’ non-
chalant thre e - m i nute talk in big hos-
pitals, yet I can understand their dif-
ficulties; after all, they have
long queues of patients wa i t-
ing outside the door,” said
Yan Li.

China is ending a
2 0 - ye a r-old medical
re fo rm that has been
“ b a s i c a l ly unsuccessful”
as concluded by a two -
year study by a think
tank under the Stat e
Council released last
Ju ly. In 2000, the coun-

t ry bore the humiliation of being ra n ked 188
among 191 countries by the Wo rld Health
O rga n i z ation in terms of the fa i rness of
medical re s o u rces. The Chinese
G ove rnment is ch a n ging course towa rd a
c o m munity-based health care netwo rk con-
sisting of tens of thousands of doctors like
Yan Li to serve the health needs of its urban
p o p u l ation. 

After reading a blood test rep o rt, Ya n
p raised a 59-ye a r-old diabetes patient fo r
c o n t rolling his blood glucose level well and
a s ked her details of her diet control that she
could share with other patients. An 82-ye a r-
old victim of heart disease, who came fo r
regular medication for blood pre s s u re con-
t rol, gru m bled about his wife ’s reluctance to
go to hospital for a blood test despite the
symptoms of diabetes. Listening to the old
man complaining about the tension ove r
d i s agreements, Yan said the wife might be
s u ffe ring from dep ression and sugge s t e d
she should be taken to see a pro fe s s i o n a l

p s y ch i at rist. Lu Fe n g z h a n g, 75,
who has been suffe ring fro m
h e a rt disease and diabetes fo r
ye a rs, came for a blood test.
Based on his weight and height,
Yan calculated the amount of
rice Lu could take eve ry day
and instructed him to eat more
vege t ables. Befo re Lu left, Ya n
told him that she would call to

i n fo rm him of the time
of an upcoming lecture
on stro ke preve n t i o n .

Health Fix
China is set to strengthen community
hospitals to bring affordable medical care
to the majority and halt the scramble to
big hospitals to treat common illnesses

YEAR-ENDER

KEEP SAFE: A doctor
from a medical clinic
in central Henan
Province talks about
self-protection and
emergency self-help 
to primary school 
students prior to 
summer vacation
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“Brand-name” care
“ The ch a ra c t e ristic of medicare in China

is that it has become both inconvenient and
u n a ffo rd abl e,” said Li Ling, a pro fessor at
the China Center for Economic Research of
Peking Unive rs i t y, at a symposium last
D e c e m b e r. She said such a situation wa s
u n t h i n k able in a well-functioning medical
system, wh e re ex p e n s ive health services are
a lways of high quality and convenient wh i l e
s e rvices that people have to queue for are
u s u a l ly inex p e n s ive and even fre e. 

Chen Yu d e, pro fessor at the School of
P u blic Health of Peking Unive rs i t y, point-
ed out that an important reason for such a
s i t u ation was that people we re rushing to
the big, multi-specialty hospitals know n
for their cutting-edge tech n o l ogy and
a dvanced surgical tre atments even fo r
common diseases. Chen said his outpat i e n t
s u rveys in such hospitals in Beijing
s h owed that the most common complaint
was upper re s p i rat o ry tract infection, usu-

a l ly a common cold. As a patient, Chen
told Beijing Rev i ew, he tried his best to
avoid going to The Th i rd Hospital of
Peking Unive rs i t y, one of the best hospitals
in Beijing, despite its proximity to his
o ffi c e. “It is so crowded and I know I will
be ‘got rid of’ in no more than three min-
u t e s ,” said Chen. He said the danger of this
“ b ra n d - e ffect” was that patients with a
c o m p l ex disease would not get suffi c i e n t
time for consultation and ch e ck - u p .

China embarked on its four-strata
n ational health netwo rk in the 1950s. Th e
top three strata comprise compre h e n s ive
public hospitals ranked by scale and
s o p h i s t i c ation of tech n o l ogy while the bot-
tom comprises public clinics at the com-
munity level in cities and at the tow n s h i p
l evel in the country s i d e. Gra s s roots cl i n i c s ,
amid a marke t - o riented re fo rm ap p ro a ch
and further shri n k age of gove rnment subsi-
dies, found themselves short of funds fo r
s u rge ry and development. According to

Chen, subsidies have dropped from 30 per-
cent of total medical expenses to around 16
p e rcent. In the process, most people lost
c o n fidence in the quality of commu n i t y
medical health.

With the decline of public clinics, pri-
vate clinics began to mu s h room. Accord i n g
to latest fi g u res released by Ministry of
Health, China’s non-pro fi t able health bod-
ies stand at 134,000 while pro fi t able ones
total 152,000. While only the ri ch can affo rd
to go to private clinics as such tre atment is
u s u a l ly not cove red by social securi t y, the
m a j o rity of the urban population has to
choose between the ove rc rowded big hospi-
tals and the cru m bling community hospi-
tals. Although the outpatient regi s t ration fe e
for an ex p e rt at a big hospital could be more
than 25 times that at a community clinic fo r
a similar serv i c e, people often choose the
fo rmer to play it safe.

“ The gove rn m e n t ’s new move in med-
ical re fo rm is aimed at trying to dilute the

GRASSROOTS HEALTH:
Medical authorities of
Chongqing Municipality
arranged free medical
checkups for the city’s
100,000 senior citizens 
over 70 years of age in 
the second half of 2006



PHENOL-FREE COT TONSEED PROT E I N is a quality fo d-
der protein product produced with patented tech n o l ogy ow n e d
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m i ddle level of the system and emphasize
the bottom level of gra s s roots cl i n i c s ,” said
Chen. According to the Ministry of Health,
by the end of 2005, China had 17,000 com-
munity clinics, wh i ch is more than a dou-
bling of itself in three ye a rs. Th ey serv i c e d
59.4 million outpatients, more than 20 per-
cent of China’s urban population. 

A c c o rding to a circular on the deve l o p-
ment of gra s s roots clinics issued by the
C e n t ral Gove rnment this August, commu-
nity clinics have six objectives: disease pre-
vention, health consultation, medical tre at-
ment, re h ab i l i t ation, health education and
fa m i ly planning. 

A c c o rding to Chen, another import a n t
function of the gra s s roots clinics is to act as
a “gat e ke eper” of big hospitals, ensuri n g
t h at cri t i c a l ly ill patients can be tra n s fe rre d
to big hospitals on time, besides prov i d i n g
quality service for outpat i e n t s .

“ The development of gra s s roots cl i n i c s
is all about making the distri bution of med-
ical re s o u rces fa i re r,” said Chen, “so that
eve ry one can share the ach i evements of our
rapid economic grow t h .”

Limited resources

S t atistics from the Ministry of Health
for 2005 indicate that doctors at gra s s ro o t s
clinics diagnosed and tre ated about 13
p atients daily on ave rage. This wo rk l o a d

ke eps doctors busy re c e iving outpat i e n t s
and leaves them with little time for other
tasks such as disease prevention and health
awa reness educat i o n .

A c c o rding to the August circular on
d eveloping gra s s roots clinics, they will be
s t a ffed with two to three ge n e ral pra c t i t i o n-
e rs, one public health doctor, and three to
four nu rses for eve ry 10,000 people.

Although Yan Li’s 16-person cl i n i c —
i n cluding six doctors of traditional Chinese
m e d i c i n e, one ge n e ral practitioner and
t h ree nu rses—meet the staffing re q u i re-
ment in terms of nu m b e rs, she still feels the
acute short age of hands. For a lecture on
d i abetes care, for ex a m p l e, she has to care-
f u l ly ap p o rtion the wo rk among her 16
s t a ffe rs for contacting the ex p e rt, prep a ri n g
the confe rence room and helping senile
attendees climb the stairs, besides reg u l a r
o u t p atient care. 

But wh at was even wo rse than inade-
q u ate staffing was the lack of pro fe s s i o n a l
t ra i n i n g, she said. “I hear that commu n i t y
health care has developed to an adva n c e d
l evel in the United Stat e s ,” said Yan. “Th e i r
c o m munity clinics have pro fessional care
m a n age rs who have re c e ived compre h e n-
s ive training and even their vo l u n t e e rs can
e d u c ate the public on health awa reness in a
p ro fessional manner. People in that country
can have all their health care and consulta-

tion needs met from cradle to grave without
l e aving their commu n i t y. We still have a
long way to go .”

“ The quality of the medical staff is the
key to a functional community-based cl i n i c
n e t wo rk ,” said Chen. “China has a ve ry small
number of ge n e ral pra c t i t i o n e rs of intern a-
tional standards. While fo reign medical
s chools offer a major in ge n e ral pra c t i c e, it is
a re l at ive ly new concept in China.”

H oweve r, as community clinics deve l-
op in big cities such as Beijing, Shanghai
and Shenzhen, more and more compre h e n-
s ive hospitals are starting their trial pro-
grams to train qualified ge n e ral pra c t i t i o n-
ers. For example, Fuxing Hospital in
Beijing set up a training center for ge n e ra l
p ra c t i t i o n e rs in 2005. The training pro-
grams include offe ring clinic staff tempo-
ra ry wo rk opportunities in hospitals and
s t a rting a master’s course for ge n e ral pra c-
t i t i o n e rs with more than four ye a rs’ wo rk-
ing ex p e ri e n c e. 

Yan Li, who has been wo rking in the
clinic since gra d u ation from a medical col-
l ege in 2002, assumed the position of acting
d i rector this Ap ril. When asked whether the
p romotion was a rewa rd for her dilige n c e,
the young doctor said, “A better rewa rd
would be sending me to a hospital wa rd fo r
t ra i n i n g. I would look fo r wa rd to it.” ■

( This is the third of the ye a r-ender seri e s . )



Festive Room Package
Treat yourself to a restful and memo-

rable festive holiday when you check into
our luxurious guest rooms from only
1,200 yuan per single room per night
with daily breakfast. 

Valid from December 22, 2006 to
January 7, 2007.

Tel: 86-10-66016666
Fax: 86-10-66016029

Opening soon in the heart of
China’s dynamic metropolis, the
Regent Beijing is an exclusive
sanctuary that elegantly inter-
weaves contemporary luxury
with the exquisite charm of his-
toric China. Luxurious accom-
modation, the ultimate in modern
comforts, state-of-the-art facili-
ties, gracious hospitality and
intuitive service seamlessly
come together to create an
inspired experience that is dis-
tinctly the Regent Beijing. 

Let yourself, your family and friends
take an unforgettable journey into the
magical spirit of Christmas! We offer
you a Grand Party with:

● Sumptuous Christmas Gala
Dinner Buffet: 

● Free flow of house wine and
beer, orange juice and soft drinks

● Great entertainment shows
● Amazing lucky draw prizes 
Ticket price: 888-1,588 yuan
For tickets and information,

please call: 86-10-59119488

Sales staff members from
Days Hotel & Suites Beijing,
led by General Manager Alan
Tam (center) and Executive
Assistant Manager Ray Ng
(left), participate in the China
International Travel Mart 2006
in Shanghai.

Glitz and Glamour Champagne
Christmas

Venue: Grand Ballroom on the sec -
ond floor 

Time: 6:30 p.m. December 24
Prices: 2,688/2,388/2,188 yuan net

per person, depending on the location
of the table. Call 86-10-65618833 ext.
6664 or email
communications.hbkc@shangri-la.com
now to get your tickets to this fabulous
event!

Glitz Night
LAN Club invites you to join in a fabu-

lous Glitz Night Christmas Party at a
venue created by world-famous designer
Philippe Starck.

At the end of 2006, let’s share our joy in
the whole year with endless revelry
tonight! Everything is getting ready. Let’s
party!

Venue: LAN Club
Add: 4F, Twin Towers, B-12, Jianguomenwai

Avenue, Chaoyang District, Beijing
Tel: 86-10-51096012/13
Time: 19:00 -3:00, December 24
Price: 1,980-2,380 yuan per person

Crowne Plaza Beijing

The Kerry Center Hotel Beijing

The Ritz-Carlton Beijing, Financial Street

Beijing Marriott Hotel West

LAN Club

Enjoy the extensive Christmas
buffet, essential festive beverage
package, fun-filled kids’ party room,
Christmas extravaganza stage
show and thrilling lucky draw prizes.
The top prize will be a three nights’
complimentary weekend stay at JW
Marriott Hong Kong with round trip
air tickets for two.

Prices:
Azure—1,988 yuan net per person 
Ivory—1,588 yuan net per person 
Silver—1,288 yuan net per person 
Secure your place today, as seats

are limited. Call 86-10-68726699 ext.
75152 /75182 for more information.

The Regent Beijing
A glamorous setting with thrilling live

e n t e rtainment as well as a lucky draw
with grand pri zes beckons at the Jewe l
Room, magically decked out to match
the occasion. 

Feast on our Seafood Bar fe a t u ri n g
fresh imported oysters and New Zealand
a b a l o n e, poached lobster, langouste, live
c rabs and many more items accompa-
nied by a wide range of sauces. 

Ve nue: Jewel Ballroom
Time: 6:30 p.m. December 24
P rice: 1,888 yuan net per person

(including free flow of wine, beer, soft
d rinks and wa t e r )

Days Hotel & Suites Beijing

Raffles Beijing Hotel

HOTEL INFORMATION
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NATION OLYMPIC COUNTDOWN

By TANG YUANKAI

Cuisine and sports are the twin pas-
sions of 36-ye a r-old Beijing chef Li
J i n g ze ’s life. Although he fe e l s
f ru s t rated by the fa i l u res of China’s
n ational football team in intern a-

tional games, Li remains a loyal fan of the
football team of Beijing in the Chinese
Super League and ra re ly misses the oppor-
tunity to cheer when it plays host. Like mil-
lions of Chinese men, Li Jingze often wa ke s
up at midnight to wat ch games of fo re i g n
l e agues and the Wo rld Cup.

R e c e n t ly, more than 500 We s t e rn cui-
sine re s t a u rants and 100 cat e ring suppliers in
Beijing jointly launched a cooking contest.
The pri ze-winning chefs will win a place in
the pool of Olympic culinary talents.

Li Jingze, who is good at Chinese and
We s t e rn cuisine, is bracing himself for the
results. “Without Beijing’s successful bid
for the Olympics, I could never think of
using my craft to serve the grand sport s
ga l a .” He said the competition involving so

m a ny talented chefs would be stiff. 
The Beijing Organizing Committee fo r

the Games of the 29th Olympiad (BOCOG)
has announced that the cuisine offe red in the
O lympic village during the Olympics will
be mainly We s t e rn and the pro p o rt i o n
b e t ween We s t e rn and Chinese dishes will
be kept at seven to thre e. 

“ This decision has been controve rs i a l
and Chinese chefs hope athletes and fo re i g n
guests will take this opportunity to sample
m o re pure Chinese delicacies, incl u d i n g
d e s s e rts and snack s ,” Li Jingze said. 

“An exhibition on Chinese cuisine will
be open throughout the Olympics in the
O lympic village, to showcase China’s culi-
n a ry culture,” said Xu Yu n fei of the China
Cuisine Associat i o n .

Li Jingze is not ve ry confident of win-
n i n g. “At least I part i c i p ated in the contest,”
he said. “More ove r, my effo rts will still be
meaningful if the Chinese spectat o rs at the
2008 Olympics come to my re s t a u rants to
taste my specialties.”

This October, Li Jingze went on an eye -

opening trip to Xi’an in we s t e rn China for the
Second China Cat e ring Expo. The most
i m p re s s ive part of the exhibition was the re c-
ommended menus for the 2008 Oly m p i c s .

Li said the dishes we re displayed to
re flect a sports theme. The altogether 180
dishes we re selected from more than 1,800
chefs nat i o n w i d e, cove ring a wide array of
We s t e rn, Chinese and vege t a rian food and
d e s s e rts. Besides the color, smell and taste,
the dishes we re out through a ch e ck by
nu t ritionists to make sure they sat i s fied at h-
letes’ nu t ritional demands. 

It has been estimated by BOCOG that
t h roughout the Olympics in August 2008,
the Olympic village will see a peak popula-
tion of 17,000 people and a permanent pop-
u l ation of at least 10,000 people; the large r
of the two media villages will house 6,000
p e o p l e. Th ey will re q u i re ro u n d - t h e - cl o ck
c at e ring services for 30 days in a row.

“ The menus for each meal during the
O lympics will be wo rked out in detail befo re-
hand and eve ry day will have a distinctive
m e nu ,” said Xu Yu n fei. He said the
I n t e rn ational Olympic Committee would have
to ap p rove eve ry menu befo re it is confi rm e d
as an Olympic menu. Eve ry dish will come
with a quality card, certifying that it has been
made as per the pre - d e t e rmined pro c e d u re s .

The recipes for the stro n gest, fastest and
tallest people on earth are alre a dy ge n e rat-
ing mu ch enthusiasm. “Th e re is not mu ch
d i ffe rence in the ingredients used; only that
p ro fessional nu t ritionists’ suggestions have
been taken into account in prep a ring the
fo o d,” said Shen Dan, a nu t ritionist with
i n t e rn ational cert i fi c ation. She said that
despite the diffe rent dietary habits among
athletes from diffe rent countries, the re c i p e s
must all contain enough suga r, fat and pro-
tein. She said in We s t e rn countries, wh e re
s p o rts nu t rition starts early, it was common
for a pro fessional athlete to have his or her
own sports nu t ritionist who would decide
wh at foods the athlete could eat during and
b e t ween ga m e s .

Shen Dan said the calories in Oly m p i c
recipes would be mu ch higher than those in
o rd i n a ry menus so as to sustain phy s i c a l
re c ove ry after intense exe rcise and competi-
tion. “Compared with ord i n a ry people, at h-
letes’ diets fe at u re a higher pro p o rtion of
c a r b o hy d rates and proteins and a lower pro-
p o rtion of fat. In a balanced diet for at h l e t e s ,
c a l o ries from carbohy d rat e, protein and fat
should be re s p e c t ive ly 70 percent, 15 per-
cent and less than 20 percent of the total.”

Food safety remains a top concern .
Chinese and fo reign ex p e rts on the fo o d
s a fety panel of the BOCOG have put fo r-
wa rd a compre h e n s ive action plan on fo o d
s a fe t y, according to wh i ch ex p e rts will be
s t ationed in the kitchen to supervise the
p rep a ration of fo o d. ■

Menu for 2008 Olympics
Chefs and time-honored restaurants 
in Beijing are looking to 2008 to show off
the best of Chinese cuisine

OLYMPIC DELICACY: At an international gourmet festival in Beijing this April, a team
showcases its Olympic-themed dishes
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Old Brands, New Opportunity
Century-old catering brands in Beijing
look to the 2008 Olympics for rebirth
By TANG YUANKAI

F or many tourists, a trip to Beijing would not be complete without
climbing the Gre at Wall, wat ching Peking Opera and eating Pe k i n g
roast duck at “Quanjude”. Arg u ably the best-known re s t a u rant bra n d
in China, the 142-ye a r-old Quanjude was founded by a cunning bu s i-
nessman, Yang Quanren, during the Qing Dynasty (1644-1911).

Renting and re n ovating a fruit and confe c t i o n e ry shop alongside Ti a n ’ a n m e n
S q u a re in 1864, Yang named the re s t a u rant Quanjude and hired a chef wh o
had prep a red roast duck for the empero r ’s court, whose techniques made the
re s t a u rant a ru n away success. 

The date May 20, 1993 witnessed the launch of Beijing Quanjude
G roup, a company with three fl agship stores in Beijing’s busiest shopping
a reas and over 60 fra n chised re s t a u rants in China. Besides its roast duck spe-
c i a l t y, Quanjude has developed banquet menus of over 400 new dishes. 

Building on its illustrious history, the group is now ge a ring up for the
f u t u re, with its eyes trained on the 2008 Beijing Olympic Games. 

“ D u ring the 2008 Olympics, Peking roast duck will be ava i l able at eve ry
dining hall of the Olympic stadiums, athletes’ village and media center,” said
Jiang Junxian, President of Beijing Quanjude Gro u p .

He said the company will tailor its products for the Olympics to meet an
i n t e rn ational standard. “We have adopted new tech n o l ogies and new pro d u c-
tion lines to meet the food safety standards of the European Union,” said Jiang.

He said to meet the demands of Olympic tourists who might want to
b ring home roast ducks as gifts, his company has developed va c u u m - p a ck-
aged roast duck and is making sure that it will maintain its ori ginal fl avo r
after being re h e at e d. He said eight types of va c u u m - p a ck aged duck delica-
cies, including liver and heart, have hit the market and by the 2008 Oly m p i c
Games over 20 kinds will be ava i l abl e.

Some of Quanjude’s fra n chised locations have alre a dy begun to highlight
an Olympic theme for promotion. A Quanjude re s t a u rant near the Oly m p i c
Vi l l age re c e n t ly named its 18 private dining rooms in honor of the 18 host cities
of the Olympics and decorated them with posters for the Games. This re s t a u-
rant has also designed new dishes to fit the Olympic theme, including a cold
dish of vege t ables cut in the shape of the Olympic ri n g s .

Upgrading for the future

Other time-honored cuisine brands are fo l l owing Quanjude’s lead. 
Th ey are closing down their plants in dow n t own districts and moving them

to an Olympic food production base in Beijing’s nort h e rn suburb of Shuny i .
Completed on November 26, the base cove rs an area of 8.67 hectares, with an
i nvestment of 200 million yuan from Beijing Er Shang Group. 

“ The base will commit itself to developing new products to cater to the
demands of fo reign athletes and guests, especially food as gifts and sou-
ve n i rs ,” said Sun Jie, President of Beijing Er Shang Gro u p .

Almost eve ry time-honored brand has a story behind it. Wa n g z h i h e, the
3 3 0 - ye a r-old condiment bra n d, is no ex c eption. In 1669, Wang Zhihe fro m
c e n t ral Anhui Prov i n c e, traveled over 1,000 miles to Beijing for the imperi a l
ex a m i n ation. Having failed the exam, Wang began to make t o f u for a liv i n g. 

By accident, at the end of one day he put the leftove rs in a jar and opened
it months lat e r. To his surp ri s e, the fe rmented t o f u in the jar became a high-
ly fl avo red delicacy. Wang invented a “secret recipe” based on this coinci-
d e n c e, wh i ch is still stri c t ly fo l l owed by modern t o f u m a ke rs .

H oweve r, the production lines of these old brands have been modern i ze d
in the new base. For ex a m p l e, the 500-ye a r-old pickle brand Liubiju has
ch a n ged its containers from porcelain jars to stainless steel containers, wh i ch
can increase the production scale and shorten the production cy cle without
s a c ri ficing the authentic fl avo r. ■



In recent ye a rs ,
Chinese oil painters
h ave cre ated ex q u i s i t e
paintings in va ri o u s
styles. Among these,
Yan Zhenduo’s
wo rk s — p o rt raits and
l a n d s c ape paintings
a l i ke — a re held as
models of contempo-
ra ry ex p re s s ive art. 

Yan began his
painting career in the
1960s. Over the past
decades, his style has
evo l ved from re a l i s m
to symbolism and then
to quasi-ab s t ract art .
Yan sees gre at value in
the integration of oil
painting tech n i q u e s
with Chinese aesthetic
c o n c epts as he purs u e s
his artistic dream. Wi t h
this belief, he has
ex p l o red ways to rep ro-
duce the images in his
m i n d ’s eye in the “lan-
g u age” of oil painting,
thus giving art love rs a
d i s t i n c t ive ly Chinese
aesthetic ex p e ri e n c e. 

“ Yan Zhenduo’s recent wo rks seem
to fe at u re an irregular color arra n ge-
m e n t ,” commented Wu Guanzhong, an
eminent Chinese artist and Ya n ’s
t e a ch e r. “Howeve r, his earlier wo rks, in
wh i ch he showcased the beauty of
lines and stro kes by lowe ring the color
t o n e, are also re m a rk abl e. Faced with
the conflict between color and stro ke s ,
he fo l l ows the example of Henri
M atisse and tries to highlight stro kes in
paintings dominated by color.” 

Wu ’s re m a rks are apt. Looking at
Ya n ’s paintings, you will feel the
s t rong sentiment Yan has put into his
wo rks by using a va riety of art i s t i c
ap p ro a ches. In a recent interv i ew with
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The author can be contacted at
Artmediachina@163.com

Seeking Harmony in Art

A rtmedia China’s Li Xia, the ve t e ra n
Chinese painter unders c o red the need
to tailor oil painting to the audience’s
p re fe rences. 

Li Xia: Wh at specific steps have
you taken to tailor oil painting to
Chinese aesthetic standard s ?

Yan Zhenduo: Oil painters should
h ave a deep and thorough unders t a n d-
ing of the historical and cultural back-
ground of this art. Th ey are also
expected to gain a good command of
the schools of We s t e rn oil painting.
H oweve r, because of cultural dispari-
ties, painters in the East ge n e ra l ly fi n d
it difficult to master the aesthetic fe a-
t u res of We s t e rn oil painting. As a mat-
ter of fact, they encounter this pro bl e m
i m m e d i at e ly when they set ab o u t

l e a rning oil painting. The art of oil
painting means that the painters
ex p ress their thoughts on their tra d i-
tional culture in the language of that
medium. 

Not long ago, I was sent by the
M i n i s t ry of Culture to attend a cultura l
ex ch a n ge program at the Irish Museum
of Modern Art together with Li
X i a o ke, the son of famous painter Li
Ke ran. Present there we re artists fro m
a round the wo rl d. I asked some fo re i g n
f riends wh at they thought of modern
Chinese art. Th ey told me that modern
Chinese art was almost identical with
We s t e rn art in terms of art i s t i c
ap p ro a ch, concept and theme, and few
wo rks embodied core Chinese va l u e s .
A c c o rding to We s t e rn cri t e ria, the
Chinese wo rks on display we re ex c e l-

A Twisting Town in San Francisco (60 X 76cm)  1990
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lent. Howeve r, they we re the wo rks of
Chinese painters after all. Chinese
p a i n t e rs had been expected to come up
with paintings laden with Chinese cul-
t u re. I often ponder this dilemma. In
my opinion, we can use va s t ly diffe re n t
m at e rials and tools for painting, but the
s p i rit of painting—soothing stre s s e d
souls, inspiring the audience and show-
ing concern for the continu ation of
l i fe—should remain constant.

Wh at prompted you to ch a n ge
your painting style?

A painter’s style re flects not only
the painter’s understanding of art bu t
also the aesthetic needs of the audi-
e n c e. A good painting should be at t ra c-
t ive, re f reshing and live ly and give the
v i ewe rs a pleasant impression. As they
h ave a diffe rent understanding of life
and values, their styles tend to va ry.
M o re ove r, they are faced with a seve re
ch a l l e n ge in the info rm ation era, wh e n
the public can choose from a large
va riety of art wo rks. The painters have
to cater to the tastes of the audience by
s t u dying their pre fe rences. At the same
t i m e, they are obl i gated to guide the
p u blic to a higher level of art i s t i c
ap p re c i at i o n .

Pa i n t e rs do not develop their dis-
t i n c t ive ch a ra c t e rs or styles simply to
be diffe rent. Instead, they fo l l ow diffe r-
ent styles so that they can serve the
d ive rs i fied needs of the modern audi-
e n c e. 

Wh at are the things that have
remained unch a n ged thro u g h o u t
your care e r ?

I have been deep ly interested in all
kinds of art around the wo rl d, incl u d-
ing art that emerged in the early day s
of human civ i l i z ation such as oil paint-

i n g, porcelain and
s c u l p t u re. The art-
wo rks cre ated aga i n s t
d i ffe rent regional and
c u l t u ral back gro u n d s
a re indicat ive of the
aesthetic concepts of
their places of ori gi n
and their time.

A painter cannot
c re ate paintings in
i s o l ation from society
and the nat u ral env i-
ronment. We should
p ay gre ater at t e n t i o n
to the nat u ral env i-
ronment wh e re we
l ive. Pa i n t e rs are
re s p o n s i ble for aro u s i n g
the ge n e ral publ i c ’s
c o n c e rn over the
e nv i ronment and ove r
the future of mankind
with their paintings.
Th ey should be high-
ly awa re of this
responsibility to live
up to the name of
“ a rt i s t .”

“ H a rm o ny” is
c u rre n t ly a bu z z-
wo rd in China. Do
you use this concep t
in painting?

H a rm o ny is an
i n d i s p e n s able con-
c ept in painting as
well. While inheri t-
ing the fo rms of
We s t e rn oil painting, many Eastern
p a i n t e rs have devoted their lifetime to
seeking highly personal artistic styles.
In this process, howeve r, they have
d i s c ove red that they have a lot in

common. This shows the harm o ny
b e t ween common fe at u res and dis-
t i n c t ive ch a ra c t e rs. 

Pa i n t e rs should bring their colors
into harm o ny, too. Th ey can do this
t h rough either contrast or compari s o n .
A c c o rding to the fo rmer ap p ro a ch ,
p a i n t e rs put together highly contra s t i n g
c o l o rs to fo rm an ord e rly, pro p o rt i o n at e
e q u i l i b rium. According to the lat t e r,
t h ey highlight the distinctive ch a ra c t e rs
of all colors to give the audience an
e n j oyable visual ex p e ri e n c e.

Social harm o ny will mat e ri a l i ze
with the ex ch a n ges among social sys-
tems, the integration of cultures and
the mu t u a l ly respectful and equal re l a-
tions among ethnic groups. It is an
ideal state of society. ■

Yan Zhenduo
Born in Jixian County of Hebei Province in 1940

Graduated from the Central Academy of Fine Arts
in 1967

Deputy Secretary General of China Oil Painting
Society

Judge for National Exhibition of Art Works for many
years

Gold Award winner in the 10th National Exhibition
of Art Works

Mountain Spring I (400 X 320cm)  2004

Mountain Spring II (400 X 320cm)  2004
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By LAN XINZHEN

O ffi c i a l ly, December 11 marked a
t u rning point for the Chinese fi n a n-
cial sector. Under China’s commit-
ments to the Wo rld Tra d e
O rga n i z ation (WTO), begi n n i n g

December 11, fo reign banks must be fully
a l l owed to part i c i p ate in the Chinese mar-
ket. Pra c t i c a l ly speaking, that means they
can enter the renminbi retail bu s i n e s s .

B a n k i n g, insurance and securities are
the three pillar sectors of China’s fi n a n c i a l
i n d u s t ry. The insurance sector was fully
opened to fo reign companies two ye a rs ago
and the securities industry has also show n
signs of intern ational market life.

But banking was the sector that eve ry-
o n e ’s eyes we re wat ching on December 11.

“ The opening of the banking industry

i n t e rn at i o n a l i zes the competition in the
Chinese financial marke t ,” said Liu
F u x i a n g, pro fessor with the Unive rsity of
I n t e rn ational Business and Economics.

Ahead of schedule

Ju d ging by the current situation, China
has not only fulfilled its WTO commit-
ments, but is going far beyond its commit-
m e n t s .

As a matter of fact, China completely
opened its fo reign curre n cy business in
2001. In December 2003, fo reign banks
we re able to conduct renminbi business fo r
Chinese enterp rises. Th i rteen cities allowe d
fo reign banks to operate renminbi bu s i n e s s-
es. 

But all along, China had been pushing
the envelope to open up the financial sector
in other ways as well, Liu said. For instance,

a single fo reign company can take as mu ch
as 20 percent of the stock of a Chinese bank,
an increase from the committed 15 perc e n t .
As of December 2005, renminbi business in
25 cities was opened to fo reign banks, with
s even cities ahead of sch e d u l e. Meanwh i l e,
25 fo reign banks have acquired stock in 20
Chinese banks.

In the insurance sector, the fo reign stock
holding should not be ab ove 50 percent in
l i fe insurance companies. Ap a rt from that ,
the insurance sector has been opened to the
outside wo rld on a ge n e ral basis.

In the Chinese securities sector, perhap s
the biggest indicator of market progress is
QFII (Qualified Fo reign Institutional
I nvestor), wh i ch provides fo reign capital an
o p p o rtunity to part i c i p ate dire c t ly in the
Chinese domestic stock market. By October
27, 51 fo reign institutional inve s t o rs

Banks Bust Open
Banks and other financial sectors 

open their doors to foreign competition

AT HOME AND ABROAD: China’s
UnionPay card service was launched
in Australia on November 16



became QFIIs, with investment quota of
$12.6 billion. 

Zhou Zhengqing, Vice Director of the
Finance and Economic Committee of the
N ational Pe o p l e ’s Congress, once a part i c i-
pant in WTO nego t i ations, noted that China
has vigo ro u s ly opened its service trade and
has fully fulfilled its WTO commitments in
m a ny important service sectors, incl u d i n g
fi n a n c e. 

More competition

Liu stated that there are two highlights
of the fo re s e e able competition among
financial institutions. 

The fi rst is that the financing ability of
small and medium-sized enterp ri s e s
(SMEs) will be improve d.

Liu noted that there is curre n t ly over 9
t rillion yuan of superfluous liquidity in the
Chinese banking system. If the more than
$1 trillion in fo reign ex ch a n ge re s e rves are
a dded to the mix, the total idle cap i t a l
accounts for about 46 percent of the total
financial assets. 

“ The waste of financial re s o u rces is
h u ge,” noted Liu.

I ro n i c a l ly, many SMEs cannot get suffi-
cient support from banks. The reason fo r
this often cited by banks is that they fear that
t h ey cannot get their loans back if SMEs
fail. But as Liu contended, the true reason is
t h at the operational mechanism of domestic
banks is immat u re. Seve ral ye a rs ago, they
we re all state ow n e d.

“As for SMEs, fo reign banks’ invo l ve-
ment in renminbi business provides them
another way to raise money,” said Liu.

The other highlight is that Chinese peo-
ple will have more investment opport u n i-
ties. Many financial services, incl u d i n g
housing mort gage loans, medical insura n c e,

car loans and educational loans, are not we l l
d eve l o p e d. People tend to determine how
mu ch to spend in the future based on their
c u rrent income.

N ow, faced with fo reign investment ide-
o l ogy, more and more Chinese will turn into
i nve s t o rs rather than mere dep o s i t o rs.  

Su Ning, Vice Gove rnor of the Pe o p l e ’s
Bank of China, believes the opening of the
financial market will push financial institu-
tions to cre ate new services for consumers .

After China’s accession to the WTO in
2001, China’s financial industry was fo rc e d
to innovate to provide new financial pro d-
ucts like credit cards and housing loans.

“ The opening up of the financial indus-
t ry brings us advanced financial tech n o l ogy,
financial service and financial pro d u c t
d e s i g n s ,” Su said. 

“In addition to the opportunities and
b e n e fits, fo reign financial institutions have
also brought about a negat ive impact, wh i ch

cannot be neg l e c t e d,” said Xu Hongcai, pro-
fessor with the Capital Unive rsity of
Economics and Business. 

Xu contended fo reign financial institu-
tions could drain the talent of domestic
i n s t i t u t i o n s .

A c c o rding to Xinhua News Age n cy,
Peter Wo n g, Exe c u t ive Director of HSBC,
said HSBC planned to add 2,000 more
e m p l oyees on the Chinese mainland. By the
end of 2007, the number of HSBC employ-
ees on the Chinese mainland will surp a s s
4,000. Meanwh i l e, Standard Chart e re d,
Heng Seng Bank and Bank of East Asia are
also rap i d ly expanding and re c ruiting more
p e o p l e.

“ Fo reign financial institutions mu s t
l o c a l i ze, and so must their employees. As a
result, more talented financial pers o n n e l
will be lost to fo reign institutions,” said Xu.
“ The real ch a l l e n ge will be in the few ye a rs

BUSINESS

(1) BRING IT ON: Ping
An of China, a Chinese
insurance company,
is ready for 
challenges from 
foreign rivals

(2) NEW BRANCH:
Hong Kong Heng Seng
Bank opened a new
branch in Guangzhou

(3) GETTING READY:
In a financing 
exhibition held in
Shanghai on
November 17-20, 
foreign banks like ABN
AMRO were striving to
attract 
customers

(1) 

(2) 

(3) 
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a h e a d.”
Wang Zhao, a re s e a rcher with the

D evelopment Research Center of the Stat e
Council, noted that the entry of fo re i g n
financial institutions imposes difficulties on
m a n aging financial institutions. “Fi rst of all,
it will be hard to coord i n ate monetary poli-
cy,” said Wa n g.

F u rt h e r, he said, in 1997 China success-
f u l ly ove rcame the Asian financial cri s i s
because its financial market was not fully
opened to the wo rl d. Under the current situ-
ation, any tiny fl u c t u ation in the wo rl d
financial market will affect the Chinese
m a rket. 

Future development

From now on, the Chinese financial sys-
tem will undergo significant ch a n ge, said
Xu Mingqi, an economic re s e a rcher with
the Shanghai Academy of Social Sciences.

Xu believes that the competition among
financial institutions will ch a n ge the opera-
tional model of Chinese banks.

Xu noted that in the short term, despite
the fact that the market share of fo re i g n
financial institutions is incomparable to that
of Chinese financial institutions, fi e rc e
competition would still ari s e.  

“One element should not be neg l e c t e d :
Fo reign financial institutions’ adva n t age in
t e rms of mixed operation will win them a

c o m p e t i t ive edge in the Chinese fi n a n c i a l
s e rvice competition,” said Xu.

His view is echoed by Huang Ya n fen, a
business pro fessor with the Guanghua

S chool of Management of Pe k i n g
U n ive rs i t y. Huang pointed out that mixe d
o p e ration is the focus of competition in the
f u t u re Chinese financial sector.

Huang noted that for a long period of
t i m e, the Chinese financial industry has
been operated sep a rat e ly, wh i ch means that
b a n k i n g, securities and insurance operate on
their own. Although this sep a rated pat t e rn is
helpful to control financial risks, mixe d
o p e ration should be adopted by the Chinese
financial industry, wh i ch will ease its disad-
va n t ages in an open market competition.
Th e re fo re, breaking down the current sep a-
rated operation pat t e rn is the key to China’s
financial re s t ru c t u ri n g.

“ M i xed operation is a trend for the
financial industry,” said Huang.

Huang believes that competition make s
the domestic financial market more global-
i ze d.

The lifting of re s t rictions in the
Chinese financial market is helpful for fo r-
eign companies’ entry into China’s marke t ,
and at the same time cultivates domestic
financial institutions to become stro n ger in
an env i ronment full of intern ational com-
petition. 

“ The opening up of China’s fi n a n c i a l
m a rket also stimu l ates the integration of
Chinese laws and reg u l ations into common
i n t e rn ational pra c t i c e,” Huang said. ■

Beijing Zhongxin Onshore &
Offshore Energy Services Inc. 

Beijing Zhongxin Onshore & Offshore Energy Services Inc. (Zhongxin Inc.) has
obtained the ISO9000 Quality Assurance System Certificate and is an internationalized
professional company mainly handling oil engineering technology services and sales
of petroleum equipment to the international market. 

Its engineering technological services include: well drilling, material processing, oil
exploration, devising exploration schemes, geological mate-
rial research and consultancy on petroleum technology.

Its major products include: sucker rod pump, a series of
hollow sucker rod, solid sucker rod, special sucker rod for PC
pump, steel frame plastic compose pipe and core barrels.

Currently, products of Zhongxin Inc. are exported to many
countries, such as Canada, Kazakhstan, Uzbekistan,
Pakistan, and India. 

In the meantime, Zhongxin Inc. forms a petroleum facility
network covering more than 30 petroleum and petrochemi-
cal machinery manufacturers, over 20 of which have
obtained the ISO9000 Quality Assurance System Certificate.
Fourteen kinds of products of 21 manufacturers have won
API certificates.

With the trend of economic globalization, Beijing Zhongxin
Inc. is determined to expand cooperation and development with its international
trade partners, striving to provide great quality with reasonable prices for its customers.

Tel: 86-10-82847779/82848975 Fax: 86-10-82842751
Website: www.espccn.com E-mail: espccn@126.com

GETTING LISTED: On June 1, Bank of
China was successfully listed on the
Hong Kong stock exchange
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By WANG JUN

T he Standard Chart e red Bank, wh i ch
has 20 outlets in 14 Chinese cities at
p resent, applied to the China
Banking Reg u l at o ry Commission
(CBRC) to set up a China-regi s t e re d

s u b s i d i a ry and offer renminbi business fo r
i n d ividuals on November 16, when the
R eg u l ations on Administration of Fo re i g n -
Funded Banks we re just publ i c i ze d. 

“ We are pleased about the announce-
ment as we are active ly interested in the
o p p o rtunity to locally incorp o rate our bu s i-
ness in China,” Standard Chart e red Bank
China Chief Exe c u t ive Officer Kat h e ri n e
Tsang said in a statement. The bank also
plans to open two new sub-bra n ches by the
end of this year and double its outlets in
China over the next 18 months. Some other
fo reign-funded banks, such as Citibank and
the Hong Kong and Shanghai Banking
C o rp. (HSBC), also showed the same intent

to ap p ly to be locally incorp o rated banks.

Doors opened

After its accession to the WTO, China
has fa i t h f u l ly honored its WTO commit-
ments and taken a series of opening-up
m e a s u res on its own initiat ive. According to
s t atistics released by the CBRC, as of the
end of September 2006, there we re 14
wh o l ly fo reign-funded banks and joint ve n-
t u re banks regi s t e red in China, wh i ch
opened 17 bra n ches and sub-bra n ches. In
a ddition, 73 fo reign banks from 22 diffe re n t
c o u n t ries and regions established 191
b ra n ches and 61 sub-bra n ches in 24
Chinese cities and 183 fo reign banks fro m
41 countries and regions established 242
rep re s e n t at ive offices in 24 cities. The total
renminbi and fo reign curre n cy assets of
these fo reign-funded banks amounted to
$105.1 billion, accounting for 1.9 percent of
the total banking assets in China. The total
d eposits amounted to $33.4 billion and the

loans totaled $54.9 billion. 
A c c o rding to Chinese laws and reg u l a-

tions, Chinese bra n ches of fo reign banks,
wh o l ly fo reign-funded banks and Chinese-
fo reign joint ve n t u re banks can, subject to
ap p roval, operate business in dep o s i t s ,
loans, cl e a ri n g, trust services and insura n c e
agencies. Add i t i o n a l ly, such banks can
ap p ly to conduct renminbi business as long
as they satisfy the re q u i rements of opera-
tional periods, pro fi t ability and pru d e n t
o p e ration. At the same time, fo re i g n - f u n d e d
banks are allowed to engage in derivat ive s
t ra d i n g, personal wealth management, off-
s h o re banking services on an age n cy basis
( Q u a l i fied Domestic Institutional Inve s t o r )
and electronic banking. The fo re i g n - f u n d e d
banks are now permitted to engage in ove r
100 cat ego ries of business activ i t i e s .
A c c o rding to the CBRC statistics, by the
end of September 2006, 25 Chinese cities
we re opened to fo reign-funded banks’ re n-
minbi business, of wh i ch five cities we re
opened ahead of sch e d u l e, with 111 fo r-
eign-funded banks being permitted to
u n d e rt a ke renminbi business. Since 2001,
the volume of renminbi business by fo re i g n -
funded banks has grown 4.6 times at an
a n nual ave rage rate of 92 percent. 

A growing regulator

In recent ye a rs, the Chinese
G ove rnment has amended and pro mu l gat e d
a series of laws and reg u l ations on banking

Good Laws for Banks
As China completes its WTO 
c o m m i t m e n t s, new regulations should
help banks expand their services

OPENING ACT:
The Regulations on
Administration of
Foreign-Funded
Banks foster opening
of China’s banking
sector. A lion dance
is performed at the
opening ceremony
of HSBC’s Lufthansa
Centre Sub-branch
in Beijing
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institutions and their business activ i t i e s .
Thus, a legal fra m ewo rk for banking reg u l a-
tion and supervision has taken shap e, such
as the Law on Banking Reg u l ation and
S u p e rvision, and the Reg u l ations on
A d m i n i s t ration of Fo re i g n - F u n d e d
Financial Institutions.

M e a n wh i l e, the Chinese Gove rn m e n t
at t a ches gre at importance to mitigating the
risks arising in the process of opening up
t h rough prudential supervision. By draw i n g
upon intern ational superv i s o ry standard s
and best practices, China has endeavo red to
c re ate a fair and tra n s p a rent superv i s o ry
e nv i ronment, and has made notabl e
p rogress in integrating the superv i s o ry stan-
d a rds and re q u i rements for both local and
fo reign banks, said the CBRC in a stat e-
ment. China also ke eps improving its
p rocesses and pro c e d u res for the superv i-
sion of fo reign-funded banks, incl u d i n g
adopting a risk assessment system for the
s u p e rvision of fo reign bank bra n ch e s .

New regulations

On November 16, the State Council
issued the Reg u l ations on Administration of
Fo reign-Funded Banks, wh i ch took effe c t
as of December 11, the day when China
was expected to fully open its banking sec-
tor to fo reign competition.

A c c o rding to the reg u l ations, sub-
s i d i a ries of fo reign-funded banks are
e n c o u raged to become locally incorp o rat e d
banks so that they can enjoy the nat i o n a l
t re atment and the CBRC can better super-
vise their operation. “The policy favo ri n g
Chinese corp o rate status complies with
W TO rules, wh i ch allow its members to
adopt measures of prudence when opening
up the banking sector,” said Wang Zhaox i n g,
Assistant Chairman of the CBRC.

After they become locally incorp o rat e d
banks, fo reign-funded banks can issue cre d-
it cards in renminbi. The fo re i g n - f u n d e d
banks are re q u i red to have good risk man-
agement, risk control systems and info rm a-

1. On the issue of cross-border
supplies, foreign-owned companies
can make provisions and transfer
financial information, financial data
processing and related software via
other financial service suppliers;

Advisory, intermediation and other
auxiliary financial services on all activi-
ties include credit referencing and analy-
sis, investment and portfolio research
and advice, advice on acquisitions and
corporate restructuring and strategies.

2. Restrictions on establishing for-
eign-owned banks in China

● Geographic Coverage
For the foreign currency business,

there will be no geographic restriction
upon accession.

For the local currency business, the
geographic restrictions will be phased
out as follows: Upon the WTO acces-
sion, Shanghai, Shenzhen, Tianjin and
Dalian; within one year of accession,
Guangzhou, Zhuhai, Qingdao, Nanjing
and Wuhan; within two years of acces-
sion, Jinan, Fuzhou, Chengdu and
Chongqing; within three years of acces-
sion, Kunming, Beijing and Xiamen;
within four years of accession, Shantou,
Ningbo, Shenyang and Xi’an. Within five
years of accession, all geographic
restrictions will be removed.

● Clients
For the foreign currency business, for-

eign financial institutions will be permit-
ted to provide services in China without
restrictions to clients upon accession.

For the local currency business, within
two years of accession, foreign financial
institutions will be permitted to provide
services to Chinese enterprises. Within
five years of accession, foreign financial
institutions will be permitted to provide
services to all Chinese clients. Foreign
financial institutions licensed for the local

currency business in one region in China
may serve clients in any other region
opened for such business.

● Licensing
Criteria used for authorization to deal

in China’s financial services sector are
solely prudential (i.e., contain no eco-
nomic needs tests or quantitative limits
on licenses). Within five years of acces-
sion, any existing non-prudential mea-
sures restricting ownership, operation
and juridical forms of foreign financial
institutions, including internal branching
and licenses, will be eliminated.

● Foreign financial institutions that
meet the following conditions will be per-
mitted to establish a subsidiary of a for-
eign bank or foreign finance company in
China:

Total assets of more than $10 billion
at the end of the year prior to filing the
application

● Foreign financial institutions that
meet the following conditions will be per-
mitted to establish a foreign branch in
China:

Total assets of more than $20 billion
at the end of the year prior to filing the
application

● Foreign financial institutions that
meet the following conditions will be per-
mitted to establish a Chinese-foreign
joint bank or Chinese-foreign joint
finance company in China:

Total assets of more than $10 billion
at the end of the year prior to filing the
application

● Qualifications for foreign financial
institutions to engage in local currency
business are as follows:

Three years of business operations in
China and profitability for two consecu-
tive years prior to the application

Source: www.sohu.com

China’s WTO Commitments in the Banking Sector

NOT LISTED YET: Many Chinese commercial
banks choose to be listed in order to better
cope with challenges after the opening of the
Chinese banking sector. Agricultural Bank of
China, the only unlisted among China’s four
largest state-owned commercial banks, is
also preparing for its IPO
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tion tech n o l ogy support systems to hedge
risks in the issuance of credit cards in China.

The new reg u l ations lift re s t rictions on
renminbi and fo re i g n - c u rre n cy tra n s a c t i o n s
by solely fo reign-funded banks and
C h i n e s e - fo reign joint ve n t u re banks.
Chinese bra n ches of fo reign banks, howev-
e r, are banned from offe ring renminbi ser-
vices to Chinese citizens unless an indiv i d-
ual, having obtained the ap p roval of the
banking reg u l at o ry authori t y, makes a fi xe d
d eposit of no less than 1 million yuan. 

Fo reign financial institutions with go o d
c redit are encouraged to join China’s com-
m e rcial banks through share purchasing and
equity part i c i p ation. The introduction of fo r-
eign strat egic part n e rs into Chinese banks has
p l ayed a positive role in improving their ri s k
m a n agement, financial innovation and in
enhancing their competitiveness, Wa n g
a dd e d.

Fo reign-funded banks welcome the new
reg u l ations. Rich a rd Yo rke, President of
H S B C ’s China operations, said the re l e a s e
of the reg u l ations marked a historical mile-
stone for China’s finance industry and also
m a rked the fifth annive rs a ry of China’s
e n t ry into the WTO. HSBC Group has 13
b ra n ches and 13 offices on the Chinese
mainland and a new Xi’an bra n ch will be
l a u n ched befo re the end of this ye a r.

M a koto Motooka, the Shanghai bra n ch
d i rector of the Bank of To kyo - M i t s u b i s h i
U F J, ex p ressed his respect for the Chinese
a u t h o rities in pushing fo r wa rd the opening-
up of its financial sector by saying that his
bank plans to promote business in China and
the new reg u l ations would provide stro n g
s u p p o rt. “We hope to have the opportunity of
discussing our future development with the
Chinese financial authori t i e s ,” said Motooka.

Banks can hardly wait

The Citigroup consortium signed an
agreement to pay 24 billion yuan for 85.59
p e rcent of Guangdong Development Bank
(GDB) shares on November 16, the same
d ay of the release of the new reg u l ations. 

Among the six-institution consort i u m ,
C i t i group, China Life Insurance Group, the
n at i o n ’s largest insure r, and State Gri d, a
major electricity distri bu t o r, will hold 20 per-
cent of GDB shares re s p e c t ive ly. The other
t h ree institutions, including IBM Credit, will
hold the remaining 25.59 percent. 

GDB Board Chairman Li Ruohong said
the re s t ru c t u ring will help the bank’s deve l-
opment with part i c i p ation of both intern a-
tional and domestic playe rs. GDB Pre s i d e n t
Zhang Guanghua deemed that the re s t ru c-
t u ring was not the only one of its kind in the
re fo rm and opening up of China’s fi n a n c e
i n d u s t ry. Befo re this deal, HSBC owned 20

Liquid crystal (LC) mixtures:
LC material for TN-LCD          First Mini LC material for TN-LCD
LC material for HTN-LCD LC material for TFT-LCD
LC material for STN-LCD     LC material for PDLC
LC material for CSTN
LC material with a broad temperature range and fast response

LC monomers:
OLED material
Difluoroethane series
Difluoroethylene series

● Annual output: 30 tons
● The first professional research and production base for
liquid crystal materials for displays on the Chinese main-
land
● Products sold to Hong Kong, Southeast Asia,
Japan, the United States and Germany
● ISO9001: 2000 quality management certification

Tsinghua Holdings Co. Ltd.
Tel: 86-10-82150088
Fax: 86-10-82150099
Website: www.thholding.com.cn

Liquid crystal (LC)

p e rcent of Bank of Commu n i c ations Ltd. ,
C h i n a ’s fifth largest bank, while Bank of
A m e rica has 8.52 percent of China
C o n s t ruction Bank, the third largest com-
m e rcial bank in the country.

As China fulfills its commitments to the
W TO, competition in the banking sector
will sharpen. Fo reign banks that prev i o u s ly
t a rgeted high-end customers will turn their
attention to small and medium-sized enter-
p rises, said Zhu Min, Vice Chairman of
Bank of China. 

The gove rnment has taken measures to
open financial markets, including the intro-
duction of fo reign strat egic inve s t o rs, wh i ch
a l l owed the Industrial and Commerc i a l
Bank of China to invite help from Goldman
S a chs, Allianz and American Express, said
Dong Ti e fe n g, an official with the CBRC.
The re fo rm ’s ultimate goal was to tra n s fo rm
the banks into market playe rs with effi c i e n t
and modern corp o rate gove rn a n c e, Dong
c o n t i nu e d. 

“Chinese banks should improve their
c apital stru c t u re and provide more dive rs e
p ro d u c t s ,” said Cao Yu a n z h e n g, Chief
Economist with Bank of China
I n t e rn ational. According to Cao, they
should also pay more attention to bu s i n e s s
risks, especially in fields such as electro n i c s
and info rm ation re s o u rces shari n g. ■
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By TAN WEI

M aybe no other fo reign ch i e f
exe c u t ive officer is more fa m i l-
iar with China than Maurice R.
G re e n b e rg. In 1975, as
C h a i rman of the Board of

A m e rican Intern ational Group Inc. (AIG),
G re e n b e rg paid his fi rst visit to China.
D u ring the fo l l owing 30 ye a rs, he has been
to China seve ral times eve ry ye a r. You can
n ever ignore a country with such a size,
G re e n b e rg said, believing that China will be
a significant leader in the wo rl d.

After his fi rst China tour, Gre e n b e rg
b ro ke into the China market step by step by
c o o p e rating with the Pe o p l e ’s Insurance Co.
of China (PICC). In 1992, AIG got the fi rs t
ap p roval granted to establish a fo reign com-
p a ny in China. Gre e n b e rg applied to re n t
Building No.17 of Zhongshan Dongyilu on
the Bund in Shanghai for 30 ye a rs, wh e re
A m e rican Intern ational Assurance Co. Ltd.
(AIA), a wh o l ly owned subsidiary of AIG,
fi rst began operations in 1931. In 1996, the
building was named “AIA Building,” with
t h ree big Chinese ch a ra c t e rs meaning “back

to hometown” inside the bu i l d i n g. AIA,
wh i ch began operating again in 1992 under
A I G, became the fi rst and only fo re i g n -
funded insurance company in China until
n ow. 

G re e n b e rg made the right decision since
AIG soon ach i eved substantial pro fits in
China. AIA has become the stro n gest fo r-
eign-funded insurance company in the
c o u n t ry, with eight bra n ches and sub-
b ra n ches in China. By the end of 2005, AIA

had ge n e rated more than 1 billion yuan in
China, ranking fi rst among fo re i g n - f u n d e d
i n s u rance companies in China.

As for the end of the transitional peri o d
after China’s accession to the Wo rld Tra d e
O rga n i z at i o n ( W TO), Gre e n b e rg believe s
t h at gre ater market access will bring fi e rc e r
competition. Future competitors come fro m
not only the insurance industry, but also
other financial sectors such as banks.

More cooperation than
competition

“Chinese insurance com-
panies’ and fo re i g n - f u n d e d
i n s u rance companies’ adva n-
t ages are complementary, lay-
ing a fo u n d ation for later coop-
e ration between the two sides,”
said Xu Shuijun, Genera l
M a n ager of the AIA Beijing
b ra n ch. According to him, on
the open market after China’s
accession to the WTO, cooper-
ation between Chinese and fo r-
eign-funded insurance compa-
nies should trump competition
as the common mission of
Chinese and fo reign insura n c e
companies is to make a bigge r

i n s u rance industry marke t .
The insurance industry is the most open

sector among China’s financial services, bu t
competition is not as fi e rce as ex p e c t e d. On
the contra ry, insurance companies fro m
home and ab road are advancing side by side
t h rough cooperating with and learning fro m
e a ch other. Statistics from the China
I n s u rance Reg u l at o ry Commission (CIRC)
s h ow that during the past five ye a rs, Chinese
i n s u rance industry reve nues have been grow-
ing at an annual rate of more than 30 perc e n t .
In 2001, industry turn over stood at 210 bil-
lion yuan, but in the fi rst four months of this
ye a r, the turn over alre a dy totaled the same
a m o u n t .

“ The Chinese insurance industry has not
been developed as long as other financial ser-
vice sectors, hence it has more potential,” Xu
s a i d. “It is far easier to exploit new marke t
fields and co-develop the insurance marke t
than to rub off market share from competi-
t o rs .” Xu’s opinion re flects that of many
i n d u s t ry insiders. 

In 1992, the AIA Shanghai bra n ch
t rained the fi rst group of insurance agents in
China. This sales pat t e rn was soon adopted
by domestic insurance companies that
exploited a pat t e rn more suitable for China:
d eveloping their businesses by using the
ex t e n s ive social connections of insura n c e
agents. Even now, domestic-funded insur-
ance companies still have better marke t i n g
s e rvices and social connections than their
fo reign counterp a rts. In 2005, Chinese insur-

Graph 1: Top 10 Life Insurance
Companies, Jan.-Oct. 2006

C o m p a ny P remium 
(bn yuan)

China Life Insurance Co. Ltd. 1 6 0 . 1
Ping An Insura n c e 5 6 . 5
CPIC Life 3 0 . 2 1
N ew China Life 2 2 . 2 5
China Life (unlisted part ) 1 8 . 9 7
Taikang Life 1 6 . 8 2
Taiping Life 9 . 3
AIA (fo re i g n - f u n d e d ) 5 . 4 2
G e n e rali China Life 
( fo re i g n - f u n d e d ) 3 . 2 3
Sino Life 2 . 9 1

C h i n a ’s insurance industry is now open 
to foreigners, and that’s a good thing 
for all play e r s

Think Cooperation,
Not Competition

COMMITMENT TO
OPENING: As China
fulfills its WTO
commitments, 
foreign insurance
companies can
enter the Chinese
market. A passerby
rides by a billboard
of the AIA Beijing
branch
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ance companies occupied 93.1 percent of the
i n s u rance marke t — mu ch more than fo re i g n -
funded ones did.

H oweve r, fo reign-funded insura n c e
companies have their own strengths. Most of
them focus on the weak areas of Chinese
i n s u rance companies, paying attention to
p roduct innovation and more balanced pro d-
uct stru c t u re. In fields like liability insur-
a n c e, project insurance and credit insura n c e,
fo reign-funded insurance companies hold
absolute adva n t ages. In recent ye a rs, they
h ave been growing at high speed. Accord i n g
to Ba Shusong, Deputy Director of the
Financial Institute of the Deve l o p m e n t
R e s e a rch Center of the State Council, in
2005, premiums of domestic-funded insur-
ance companies grew 8.52 percent year on
ye a r, while those of fo reign-funded insur-
ance companies soared 248.45 percent ove r
a year earl i e r. Furt h e r, among the 82 insur-
ance companies on the Chinese market by
the end of 2005, there we re 41 fo re i g n - f u n d-
ed ones with nearly 400 bra n ches and sub-
b ra n ch e s .

In Xu’s opinion, after the insurance mar-
ket gra d u a l ly opened up, the Chinese insur-
ance industry introduced advanced fo re i g n
t raining mechanisms of actuaries and some
p ro fessional ex a m i n ations and qualifi c at i o n
c e rt i fi c ations, making the Chinese insura n c e
m a rket closer to that of intern ational pra c t i c e.

New financing channels

After AIA started its business in
Shanghai in 1992, Morgan Stanley and
Goldman Sachs purchased shares of Ping An
I n s u rance Co. in 1994, making them the fi rs t
fo reign capital entering China’s insura n c e
m a rket by buying share s .

At present, the largest shareholder of
Ping An is Hong Kong and Shanghai
Banking Corp.; the largest shareholder of
N ew China Life Insurance is Zuri ch
Financial Services Group from Switze rl a n d ;
and the largest shareholder of Taikang Life
I n s u rance is Swiss Life. Th e re are many
other similar cases. Fi g u res from the CIRC
i n d i c ate that by the end of 2005, 17 Chinese
i n s u rance companies had fo reign share h o l d-
e rs. 

“Since the insurance market is opened,
t h e re has been over 60 billion yuan wo rth of
ove rseas capital coming into China by way
of establishing fo reign-funded insura n c e
companies or buying shares of Chinese
i n s u rance companies, driving deve l o p m e n t
of the Chinese insurance industry,” said
Meng Zhaoyi, Director of the CIRC
I n t e rn ational Dep a rt m e n t .

Among the paid-in capital of PICC
P ro p e rty and Casualty Insurance Co. Ltd.
and China Life Insurance Co. Ltd., wh i ch are
listed ove rseas, 10 billion yuan is fo re i g n
c apital, according to CIRC fi g u re s .

“In the future, fo reign capital may fo c u s
on the insurance age n cy market, wh i ch is
s l ated to open furt h e r,” Meng said. “This will
b ring more pre s s u re to Chinese fi n a n c i a l
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Graph 2: Top 10 Property and
Casualty Companies, Jan.-Oct. 2006

C o m p a ny P remium 
(bn yuan)

PICC Pro p e rty and Casualty 6 1
China Pa c i fic Pro p e rty 1 5 . 1 6
Ping An Pro p e rty and Casualty 1 4 . 1 3
China United Pro p e rty 1 2 . 3 1
China Continent 
P ro p e rty and Casualty 5 . 2 2
Ti a n a n 5 . 1 5
Yo n ga n 3 . 2 7
Anbang Pro p e rty and Casualty 2 . 8 4
S i n o s a fe 2 . 3 6
S i n o s u re 2 . 0 4
Notes: AIU ranks 17th with premiums of 589 
million yuan, being the largest foreign-funded 
in China.

Insurance Industry 
Highlights in China

● Within five years after China
entered the WTO, China had fulfilled its
commitments and opened the insur-
ance industry. However, foreign-funded
property insurance companies cannot
offer motor vehicle third party liability
insurance. Joint ventures also must be
adopted if foreign investors plan to
establish life insurance companies in
China. Foreign capital must hold shares
of no more than 50 percent.

● According to the latest CIRC statis-
tics, among the 89 insurance compa-
nies in China, half are foreign-funded
ones. There are 47 foreign insurance
companies from 15 countries or regions
with 121 operating institutions in China
with total assets of 20.77 billion yuan,
accounting for 31.4 percent of the total
assets of all foreign-funded enterprises
in China. Major transnational insurance
groups in the world and insurance com-
panies in developed countries have
entered the Chinese market. China has
become one of the most important
emerging insurance markets in the
world.

● From January to October 2006,
premiums of foreign-funded insurance
companies totaled 19.11 billion yuan,
with a market share of 4.07 percent. In
Beijing, Shanghai, Shenzhen and
Guangdong, which were opened ahead
of other regions with more concentrat-
ed foreign capital, foreign-funded com-
panies hold 18.15 percent, 18.62 per-
cent, 10.73 percent and 9.68 percent of
the market, respectively.

● Foreign-funded insurance compa-
nies are encouraged to establish oper -
ating institutions in the central, west
and northeast areas of China. Qualified
domestic joint stock insurance compa-
nies are allowed to introduce foreign
capital.

institutions. Meanwh i l e, we will active ly
expand intern ational insurance superv i s i o n
c o o p e ration and strengthen supervision ove r
c ro s s - b o rder insurance tra n s a c t i o n s .”

“ We have now seen the services and per-
fo rmance of fo reign-funded companies,”
said Hao Yansu, Dean of the Insura n c e
D ep a rtment of Central Unive rsity of Fi n a n c e
and Economics. “Their training and their
m a n agement attitude towa rd products make
the Chinese insurance industry learn mu ch
and advance fa s t e r. After 2006, the Chinese
i n s u rance market should be more open to
fa c i l i t ate fo reign-funded companies. It might
be good news to the Chinese insura n c e
i n d u s t ry, and to the Chinese people.” ■
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By LAN XINZHEN

So rry, fo reign inve s t o rs. For those of
you who want to trade fre e ly in
Chinese securities, yo u ’ll have to
wait because the market has not been

f u l ly opened to fo reign cap i t a l .
C o m p a red with the insurance and bank-

ing sectors, China’s securities market is
mu ch more limited to fo reign investment. 

Restricted market

“As part of its WTO commitments,
China has promised to open its securi t i e s
s e rvice sector,” said Zhong Wei, economic
p ro fessor with Beijing Normal Unive rs i t y.

Under China’s WTO commitments,
fo reign securities institutions and bro ke rage
fi rms are allowed to engage dire c t ly in the
t rading of fo re i g n - c u rre n cy - d e n o m i n ated B
s h a res without having to go through a
Chinese interm e d i a ry. Their rep re s e n t at ive
o ffices in China may become “special

m e m b e rs” of China’s stock ex ch a n ge s .
Th ey also may establish joint ve n t u re (JV)
s e c u rities companies. Fo reign part n e rs ’
s h a res we re limited to 33 percent upon
C h i n a ’s accession to the WTO and re a ch e d
a maximum of 49 percent in 2004. JV secu-
rities companies can underwrite A shares, B
s h a res, H shares, gove rnment and corp o rat e
bonds. 

China fulfilled the ab ove m e n t i o n e d
commitments by November 2003, ahead of
s ch e d u l e.

“ H oweve r, China’s WTO commitments
do not invo l ve the opening of the A share
m a rket, or establishing wh o l ly fo re i g n -
funded securities operat ives and manage-
ment companies,” Zhong pointed out.

C h i n a ’s securities market has only 15
ye a rs of ex p e rience and was grown in a re l-
at ive ly closed env i ronment. Th e re fo re, it is
still an immat u re emerging market now, and
it will take time for the securities market to
be fully opened.

The opening of the securi-
ties market means that fo re i g n
i nve s t o rs can buy and sell
domestic securities fre e ly,
wh i ch leads to cro s s - b o rd e r
c apital fl ow. It invo l ves the
opening of China’s cap i t a l
account, i.e. conve rtibility of
renminbi, and is not part of its
W TO commitments.

H oweve r, China has, to
some extent, opened its securi-
ties market, more than wh at it
had committed to do for the
W TO.

One main effo rt China has
made is access to the IPO mar-
ket. The Chinese Gove rn m e n t
issued two reg u l ations allow i n g
fo reign-funded companies in
China to be listed and issue
s t o cks in and outside of China. 

S e c o n d, although China
d i d n ’t commit to opening its A

s h a re market, fo reign capital can access the
A share market through being qualified fo r-
eign institutional inve s t o rs (QFIIs) or fo r-
eign strat egic inve s t o rs .

Zhong believes that China has done a
lot in the areas of securities. Compared with
fo reign securities companies, Chinese secu-
rities companies are nu m e rous, but small in
scale and limited in strength. According to
the Securities Association of China, the
total aggregate asset value of all securi t i e s
companies in China is only around 600 bil-
lion yuan. If the securities market we re fully
opened like the insurance and banking mar-
kets, surging intern ational capital wo u l d
h ave we a kened the fragile Chinese securi-
ties market. Wo rse still, the speculat ive
n at u re of fo reign securities companies
would harm the whole national economy
and bring instability to the whole economic
s y s t e m .

Emerging problems

E ven though China has been cautious in
this sector, some pro blems still occurred in
the securities industry.

C u rre n t ly, China does not allow fo re i g n
c apital to establish wh o l ly fo re i g n - ow n e d
s e c u rities institutions. Th e re fo re, fo re i g n
companies have to set up JVs with Chinese
companies to enter the securities industry.
C u rre n t ly, seven China-fo reign securi t i e s
JVs have been set up, including China
I n t e rn ational Capital Corp., Bank of China
I n t e rn ational (China) Ltd., China Euro
S e c u rities Ltd., Changjiang BNP Pa ri b a s

C h i n a ’s securities market is still 
underdeveloped, and it will take time to allow
foreign investors to participate freely

BULLISH ON SECURITIES:
Some say the opening of the
Chinese securities market is
just a matter of time

No Wall Street Here
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A dd ress of Baron Pri n t e ry adjacent to the
N o rth Gate of the Public Securi t y
U n ive rs i t y,Daxing Bra n ch,Daxing Industri a l
D evelopment Zone, B e i j i n gBeijing Orient Baron Printing Ltd.

Excellent quality
High efficiency
Satisfactory after-sales serviceBaron Baron 

Printing

Pe regrine Securities Co. Ltd., Daiwa
SMBC-SSC Securities Co. Ltd., Goldman
S a chs Gao Hua Securities Co. Ltd. and
UBS Beijing Securi t i e s .

A c c o rding to China’s WTO commit-
ments, fo reign companies are allowed to set
up JVs to engage in the Chinese securi t i e s
i nvestment fund management bu s i n e s s .
Fo reign part n e rs’ shares we re limited to 33
p e rcent upon China’s accession to the WTO
and re a ched a maximum of 49 percent in
2004. Furt h e r, Chinese and fo reign stock-
h o l d e rs are entitled to manage m e n t
rights in line with their stock pro-
p o rt i o n s .

But according to Beijing-based
Financial New s, in such JVs, the
m a n agement rights of fo re i g n
s h a re h o l d e rs far outpace their
s t o ck pro p o rtions, surpassing that
of Chinese share h o l d e rs .

M e a n wh i l e, the securities JVs
do not bring mu ch innovation to
the Chinese securities marke t .
Chinese share h o l d e rs hope JVs
can introduce advanced manage-
ment ex p e rience and tech n o l ogy
so as to strengthen their inve s t m e n t
banking operations. Howeve r, their
mission diffe rs from fo reign share-
h o l d e rs, who see JVs only as a
s p ri n g b o a rd to enter the Chinese
m a rket. As soon as policies allow,
t h ey hope to fo rm ex cl u s ive ly fo r-
e i g n - owned companies, taking pers o n n e l
and tech n o l ogy accumu l ated in JVs. Wi t h
d i ffe rent objectives within the same compa-
ny, the fo reign and Chinese sides have fa i l e d
to find a way to conve rge their interests. 

Th e re are also many existing pro bl e m s
in the Chinese securities market. Fo r
i n s t a n c e, the ove r-the-counter market has
not been establ i s h e d, the ve n t u re cap i t a l
system is also immat u re and market super-
vision is insufficient. But securities superv i-
s o ry dep a rtments at all levels, meanwh i l e,

a re strengthening their effo rts to preve n t
p o o rly managed and high-risk fo reign secu-
rities companies from setting up JVs.

For instance, after UBS Beijing Securi t i e s
was ap p rove d, the China Securi t i e s
R eg u l at o ry Commission (CSRC) did not give
ap p roval to any new securities JV.

China Securities Jo u rn a l rep o rted that
after the compre h e n s ive re c t i fi c ation of all
s e c u rities companies by October 2007,
China will resume the ap p roval pro c e d u re
for securities JVs.

s e c u rities market is gra d u a l ly opened to full
c o m p e t i t i o n .

“After 2020, when the securities marke t
is mat u re d, it will be able to prevent possi-
ble risks in the marke t ,” said Zhou.

As a matter of fact, the Chinese
G ove rnment has alre a dy taken on the pro-
ject of opening the securities market. Th e
split share stru c t u re re fo rm starting in 2004
p rovided fo reign strat egic inve s t o rs with an
o p p o rtunity to part i c i p ate in the domestic
s t o ck marke t .

Shang Fulin, CSRC Chairm a n ,
noted that pushing fo r wa rd the
opening to the outside wo rld is a
key part of re fo rm and deve l o p-
ment in China’s capital marke t .
Shang revealed that in the future,
China will pursue opening accord-
ing to the fo l l owing pri n c i p l e s .

Fi rst, the market re fo rm should
be active ly carried out in an ord e r-
ly fashion. The opening of the
s e c u rities market and capital mar-
ket should be in line with the open-
ing progress of the whole econo-
my. It should also be coord i n at e d
with the fo reign ex ch a n ge re fo rm
and the opening of the wh o l e
financial marke t .

S e c o n d, the securities marke t
should learn from the successful
ex p e rience of developed marke t s
by introducing fo reign talent, tech-

n o l ogy and fo reign capital to re s t o re the
imbalanced capital stru c t u re in the Chinese
c apital marke t .

Th i rd, China promotes fair play and
mutual benefit. Both Chinese and fo re i g n
s e c u rities operat o rs should be entitled to the
same tre atment and policies. Th ey should
compete and cooperate so as to maximize
their pro fi t ab i l i t y. 

“ Fo reign capital should enter the
Chinese securities market step by step at an
ap p ro p ri ate time,” Shang said. ■

ORGANIZED TRADING FLOOR: China is working on 
getting its securities market in shape for investors
of all stripes

Market opening inevitable

“ The complete opening up of the secu-
rities market is an irreve rs i ble tre n d,” said
P ro fessor Zhou Zhanzhong at Zhongnan
U n ive rsity of Economics and Law.

Zhou believes China’s securities marke t
should go through two phases befo re it is
f u l ly opened to fo reign capital. The fi rs t
phase is from the present to 2015, wh i ch
will focus on capital introduction and solv-
ing existing pro blems. The second phase is
f rom 2015 to 2020, when the domestic



A
long with the progress of
global trade and fi n a n c e, bu s i-
ness competition betwe e n
s u p p l i e rs has become eve n
m o re furious. Most intern a-

tional markets tend to be bu ye rs’ marke t s .
Th at means, the bu ye rs dominate the marke t
and have the vo i c e. As a result, to purch a s e
on credit becomes the mainstre a m .
C o m m e rcial credit transactions are common
in intern ational business. In order to ga i n
m o re business and develop well in the mar-
ke t p l a c e, ve n d o rs extend credit to their
clients. Thus credit risk pro blems are loom-
i n g. Traditional and conservat ive tra n s a c t i o n s
also carry such risks. Unless the bu ye rs pay
in full, the risks cannot be avo i d e d. Howeve r,
p ayment in full ge n e rates risks to the
i m p o rt e rs. Nowa d ays, credit manage m e n t
becomes a main task to financial manage rs ,
whether of the ex p o rter or of the import e r.
And debt collection is an important part of
financial and credit manage m e n t .

D ebt collection is defined as collecting
or attempting to collect debts for another
p e rson or institution. A debt collection
age n cy is an institution that reg u l a rly col-
lects debts for an unre l ated institution.
When the debt exists ab ro a d, debt collection
action is an intern ational one.

In intern ational tra d e, bu ye rs and ve n d o rs
a re located in diffe rent countri e s .
Th e re are long dis-
tances betwe e n
both parties. Th e
c re d i t o rs can
h a rd ly know
details of the
social, eco-
nomic and
l egal env i-
ronment of
the deb t o rs ’
c o u n t ry. Th i s
m a kes it more
d i fficult fo r
i n t e rn ational ove r-

due payment pro blems to be settled than
domestic ones. In such a situation, turning to a
p ro fessional debt collection age n cy ap p e a rs
at t ra c t ive and cost-effe c t ive. A good debt col-
lection age n cy is efficient, economical and
ex p e rt. It can save business enterp rises’ human
re s o u rces and other input. Based on the ab ove
reason, outsourcing becomes popular in the
d ebt collection industry. To select a good and
s u i t able debt collection age n cy is crucial to
c redit manage m e n t .

Th e re are nu m e rous commercial deb t
collection agencies all over the globe. As per
re l ated statistics, more than 100 debt collec-
tion agencies of diffe rent sizes operate in the
small region of Hong Ko n g. In the United
S t ates, the number is over 1,000. These age n-
cies must have their ex p e rtise and specialties
so as to develop in this industry. Yet they dif-
fer somehow in effi c i e n cy, services, fees and
c re d i b i l i t y. “How can we select a superi o r
one from all these agencies to assist us?” Th i s
question is fre q u e n t ly asked in the bu s i n e s s
c o m mu n i t y. We would like to take this
o p p o rtunity to share with you the four essen-
tial ch a ra c t e ristics that we have identified of
an excellent collection age n cy.

G re at intern ational rep u t at i o n .
D e faulting deb t o rs
u n d e rmine the basis of
an economy ’s cre d i t

system, and the purpose of debt collection
and re c ove ry is to maintain and lubri c ate that
system. If a debt collection institution does
not have a high and good rep u t ation, it can-
not get the trust from the cre d i t o rs. In the
same vein, if it does not have the high rep u-
t ation, it cannot impose enough pre s s u re on
the deb t o rs and produce sat i s fa c t o ry effect on
the collection cases.

P ro fessionals and highly qualifi e d
ex p e rt s . I n t e rn ational debt collection is a
ch a l l e n ging wo rk that re q u i res ex p e rtise and
p ro fessionalism. The collection team needs
to be ve rsed in intern ational trade and set-
tlement, as well as intern ational finance and
l aws. Th ey have to know not only theory
but, more important, to know about the
p ractices in the ab ove areas. Wh at ’s more,
these pro fessionals need to have a pre c i s e
mind with logi c. Th ey should be able to
a n a ly ze pro blems befo re settling them cre-
at ive ly. Common personnel without the
ab ove qualifi c ations cannot vindicate the
c re d i t o r ’s (cl i e n t ’s) rights and benefits and
fight for them ap p ro p ri at e ly.

A collection netwo rk that cove rs
the deb t o rs’ regions. A fully deve l-

oped intern ational debt re c ov-
e ry institution must have an

ex t e n s ive netwo rk
all over the
wo rl d. It also
needs to have
i n t e n s ive units

to do collec-
tion wo rk
in special
r egi o n s .
For its
own units
and its

ex t e n s ive
n e t wo rk as

well, a pro fe s-
sional institu-

tion ought to
assess them sys-
t e m at i c a l ly and

How to Select an International
Debt Collection Agency

SINOSURE debt
collectors pose for
a group picture
during their visit to
the headquarters of
a European credit
management firm
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SINOSURE professionals meet officials
of Dutch customs in Rotterdam
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eva l u ate the perfo rmances ri go ro u s ly. Wi t h
the qualified units and netwo rk teams, a go o d
collection age n cy can deal with diffe re n t
types of deb t o rs, rega rding the specific situa-
tion and ch a racter of principals. A good col-
lection age n cy has the cap ability to ch o o s e
the suitable pro fessional and/or netwo rk part-
ner to proceed rega rding dive rse cases and
d i s p u t e s .

O ffice automation and modern i ze d
wo rking plat fo rm . I n t e rn ational debt collec-
tion re q u i res plenty of commu n i c ation with
p a rties in diffe rent regions. Spatial distance
a dds some difficulty to these commu n i c a-
tions. In the era of info rm ation tech n o l ogy
(IT) and with the development of the
I n t e rnet, office automation becomes a neces-
sity to a majority of orga n i z ations. More and
m o re intern ational debt collection and man-
agement companies choose to establish their
own business IT systems in order to integrat e

e n t e rp rise re s o u rces and improve wo rk i n g
e ffi c i e n cy. Some collection agencies eve n
p rovide services via the Internet to their
clients. The clients have the option to place
claims via the Internet, to browse stat u s
rep o rts on the Web, and to make re a l - t i m e
c o m mu n i c ations with collection agencies on
the web s i t e.

O n ly in recent ye a rs did China’s
i n t e rn ational debt collection service begin to
d evelop. China’s financial service sector is
still in a fledgling stage. At present, only a
few collection agencies can provide pro fe s-
sional and qualified re c e ivable re c ove ry ser-
vices in China. This ge n e rates some diffi-
culties for fo reign enterp rises to outsourc e
their re c e ivable management in China. Th i s
i n c o nvenience also stunts fo reign compa-
nies’ business development in China.

As a policy - o riented company, China
E x p o rt and Credit Insurance Corp o rat i o n
(SINOSURE) provides full financial serv i c e s
rega rding ex p o rt and credit. Besides cre d i t
i n s u ra n c e, investment insurance and guara n-
t e e, SINOSURE also provides debt collec-

tion service to its counterp a rts in other coun-
t ries and regions as well as all companies
p u rsuing intern ational tra d e. SINOSURE
D ebt Collection Division aims to be the lead-
ing provider of accounts re c e ivable manage-
ment services in China.

SINOSURE was established in October
2001 by merging the Export Cre d i t
I n s u rance Dep a rtments of PICC Pro p e rt y
and Casualty Co. Ltd. and China Exim
Bank. The re c ove ry regions cover six conti-
nents. SINOSURE Debt Collection Div i s i o n
has teams comprised of ex p e rienced pro fe s-
sionals. Some of them are good at intern a-
tional trade and settlement practices, some
excel at finance and others specialize in
l aws. All the pro fessionals and their assis-
tants are at least bilingual, wh i ch fa c i l i t at e s
their commu n i c ation with both the cl i e n t s
and deb t o rs. Based on their long period of
p ractice in intern ational debt collection and
re c ove ry, a mat u re netwo rk ove rseas and in
China as well has been establ i s h e d.

Being the only official ex p o rt cre d i t
age n cy (ECA) that pursues the ex p o rt cre d i t
i n s u rance business and derivat ive services in
China, SINOSURE is a policy - o riented cor-
p o ration. SINOSURE is also the only member
rep resenting China in the Berne Union (the
I n t e rn ational Union of Credit and Inve s t m e n t
I n s u re rs). From the ab ove you can see that
SINOSURE not only enjoys a good rep u t a-
tion inside China but also a high intern at i o n a l
rep u t ation ove rseas. In addition, SINOSURE
has superior sources of info rm ation, wh i ch is
a gre at adva n t age in doing debt collection. In
the begi n n i n g, SINOSURE Debt Collection
D ivision introduced their domestic bu s i n e s s
o n ly to other ECAs of the Berne Union. Th e n
t h ey extended the service to all fo reign orga n i-
z ations with account re c e ivable (A/R) pro b-
lems in China.

In order to serve the clients in a more cost-
e fficient manner, SINOSURE’s IT
D ep a rtment has developed an OA system and
a Biz system specifi c a l ly designed for the
re c e ivable re c ove ry operation. So the Deb t
Collection Div i s i o n ’s daily business is operat-
ed on the IT systems. Furt h e rm o re, the IT
D ep a rtment is developing a system for deb t
collection clients to place claims, see case sta-
tus and make instant commu n i c ations via the
I n t e rnet. All these will improve the debt col-
lection services to SINOSURE’s cl i e n t s .

E ver since 2002, SINOSURE Deb t
Collection Division has provided services to
fo reign ECAs and hundreds of bu s i n e s s
clients. SINOSURE is committed to improv-
ing its orga n i z ation. The Debt Collection
D iv i s i o n ’s goal is to become an extension of
clients’ total A/R solution part n e r. Th ey will
assist all clients to save time, money, and as a
result improve reve nue and cash fl ow with
their services.    ■

(Cai Xiaoxu) 

SINOSURE professionals communicate
collection expertise with one of their
European lawyers



A
s China moves to open itself
f u l ly to fo reign banks by the
end of 2006, many ove rs e a s
banks have moved in quick ly
to take adva n t age of the new

o p p o rtunities that China agreed to prov i d e
in its WTO accession pack age. 

Fo reign banks see a pot of gold in the
n at i o n ’s dazzling growth, with abu n d a n t
o p p o rtunities to tap the huge number of
“ u n b a n ked” Chinese. 

Under WTO commitments, China mu s t
a l l ow fo reign banks into the local curre n cy
retail lending market of 1.3 billion con-
s u m e rs by the end of 2006. The Chinese
G ove rnment is fully support ive of fo re i g n
financial institutions playing a bigger role in
the banking sector, as it sees fo reign part i c-
i p ation in local banks and bank re s t ru c t u r-
ing as a win-win option. 

Along with domestic banks, fo reign and
joint ve n t u re banks have re c e ived licenses
and fo reign investment in fo reign curre n cy
was permitted nationwide upon WTO entry.
Close ties with local banks will help fo re i g n
banks to expand their customer bases quick-
ly and establish niche positions in some
m a rket segments such as wealth manage-
ment, retail, credit card, Internet banking

and derivat ive transactions. 
China, in turn, hopes that the fo reign pre s-

ence will help tra n s fer ex p e rtise and improve
the corp o rate gove rnance of Chinese banks. 

Turning up the heat

In China, a major overhaul of the once
ailing banking system has turned up the heat
on its banks. Ahead of the full opening of
C h i n a ’s financial industry by the end of 2006,
the gove rnment has been active ly encourag-
ing investment from ove rseas and the listing
of the big four stat e - owned banks—Bank of
China (BOC), Industrial and Commerc i a l
Bank of China (ICBC), China Constru c t i o n
Bank (CCB) and Agri c u l t u ral Bank of China
(ABC)—on the stock marke t .

In 2005, bullish Chinese banks at t ra c t e d
about $15 billion in investment from banks
ove rseas, part i c u l a rly the big playe rs such as
Bank of America, HSBC Holdings, Citigro u p
and Royal Bank of Scotland, wh i ch made
multi-billion dollar commitments as they jos-
tled for global dominance. According to the
China Banking Reg u l at o ry Commission
(CBRC), as of the end of September 2005, 69
banks from 20 countries or regions had estab-
lished 232 operational entities in China and
the assets of fo reign banks totaled 660.7 bil-

lion yuan. HSBC has invested more than $5
billion in China and that long-term commit-
ment is alre a dy paying off. In 2005, ties with
local banks accounted for more than 70 per-
cent of HSBC’s China pre-tax pro fi t .
R e c e n t ly, other fo reign banks such as
J P M o rgan Chase, Barcl ays Plc and Ameri c a n
E x p ress have begun to tap into the market. 

A mammoth sector

On the back of rapid economic grow t h ,
the Chinese banking sector has staye d
b ro a d ly sound and healthy, although ch a l-
l e n ges re m a i n .

CBRC fi g u res show that total assets of
banking institutions in China surged in the
fi rst three quart e rs of 2006. As of the end of
S eptember 2006, domestic assets of banking
institutions totaled 42.08 trillion yuan, a
growth of 17 percent year on ye a r, and
accounted for about 90 percent of total fi n a n-
cial assets in China. The total assets of stat e -
owned commercial banks amounted to 21.95
t rillion yuan (around 52 percent of banking
institutions’ total assets), up 14.6 percent ye a r
on ye a r. Assets of joint stock commerc i a l
banks totaled 6.64 trillion yuan, up 20.9 per-
cent; those of city commercial banks we re
2.42 trillion yuan, an increase of 28.5 perc e n t ;
and those of other banking institutions we re
11.08 trillion yuan, up 17.4 percent. CBRC
rep o rted that there we re more than 30,000
institutions in the country ’s banking industry. 

A c c o rding to the CBRC, non-perfo rm-
ing loan (NPL) volumes and ratios for com-
m e rcial banks continued to decline this
ye a r. At the end of the fi rst three quart e rs of
2006, the outstanding balance of the NPLs
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Banking On More Openness
Banks—both domestic and foreign—should
profit from greater market flexibility

LINING UP FOR 
SERVICE: The growth 
in China’s bank
deposits creates huge
opportunities for 
retail banking



fell to 1.27 trillion yuan. The ratio of NPLs
d e clined to 7.3 percent. Also, the solid
growth in loan port folios and improve m e n t
in risk management have contri buted mu ch
to the decl i n e. 

A survey conducted jointly by the
Pe o p l e ’s Bank of China and the Nat i o n a l
B u reau of Statistics in the fi rst quarter of
2006 showed that 65.2 percent of commer-
cial banks faced increasing loan demand
c o m p a red with the quarter befo re, wh i l e
o n ly 7.6 percent of banks witnessed decl i n-
ing loan demand. 

M e rge or acquire for a better position

In China, the banking industry dominat-
ed the merger and acquisition scene, as fo r-
eign banks continued their march into the
m a i n l a n d. Fo reign banks are positioning
t h e m s e l ves to tap China’s huge grow t h
potential in the areas of credit cards, we a l t h
m a n agement and insurance products. 

In Feb ru a ry, Singap o re ’s stat e - ow n e d
i nvestment fund Temasek Holdings
a c q u i red a 5 percent stake in BOC for $1.52
billion. The Singap o rean fi rm had earl i e r, in
Ju ly 2005, invested $1.47 billion for a 5.1
p e rcent stake in CCB and bought a 4.55 per-
cent stake in China Minsheng Banking
C o rp. in Ja nu a ry 2005. A fo reign trio com-
p rising Goldman Sachs, American Expre s s
and Allianz paid $3.78 billion for a 10 per-
cent stake in ICBC in Ja nu a ry this ye a r,
fo rming a strat egic alliance to assist the
Chinese bank in its financial re fo rm s .

Retail banking opportunities abound

A c c o rding to a survey by Accenture, a
global management consulting, tech n o l ogy
s e rvice and outsourcing company, banks in

A s i a - Pa c i fic are highly optimistic about the
f u t u re growth prospects of retail banking,
with nearly two thirds expecting annu a l
growth in excess of 10 percent over the nex t
t h ree to five ye a rs. 

Due to the regi o n ’s vast populat i o n ,
combined with dynamic economic grow t h
and high saving rates, many banks have
built up their retail lending port fo l i o s
aggre s s ive ly and are dive rsifying their rev-
e nue streams. With income levels rap i d ly
ri s i n g, many new borrowe rs are able to
a ffo rd mort gage loans, auto loans and cre d-
it cards, and Asian banks are seizing the
o p p o rt u n i t y. Many have enhanced their ser-
vices to cater to their retail consumers and
h ave strengthened their infra s t ru c t u re in
t e rms of tech n o l ogy and their bra n ches, and
a re learning more about consumer behav i o r
to sharpen their retail banking cap ab i l i t i e s .

In China, wh i ch is curre n t ly at t ra c t i n g
the interest of global banks, the growth in
bank deposits cre ates huge opportunities fo r
retail banking, ra n ging from mort gage lend-
ing to bancassurance and wealth manage-
ment. Mort gage lending and auto loans
account for 77 percent and 6 perc e n t ,
re s p e c t ive ly, of consumer loans in China. 

A c c o rding to management consulting
fi rm McKinsey & Co, as incomes rose in the
wo rl d ’s fa s t e s t - growing major economy, the
number of credit cards issued in China surge d
1 3 - fold to 40 million in the past two ye a rs. To
grab a large slice of
this tremendous cre d i t
m a rket grow t h ,
Chinese banks are
wa iving annual fe e s
for credit cards, offe r-
ing high credit limits
and gifts. All mainland
banks have joined in
the ra c e, some wo rk-
ing together with fo r-
eign banks and fi n a n c e
companies and others
opting to fight it out
a l o n e. For banks, grab-
bing market share is
the fi rst step in bu i l d-
ing their credit card
business. New Yo rk -
based Citigroup and
p a rtner Shanghai
Pudong Deve l o p m e n t
Bank began offe ri n g
c o - b randed cre d i t
c a rds in Shanghai in
Feb ru a ry 2004 and
h ave since ex p a n d e d
to 10 cities. Shenzhen-
based China
M e rchants Bank cur-
re n t ly holds the large s t
c redit card share, issu-

ing more than 5 million dual-curre n cy cre d i t
c a rds since 2002.

Outlook

In the coming new ye a r, the Chinese
banking sector is expected to face more
d ive rs i fied difficulties and ch a l l e n ges. 

O ver the long term, domestic banks
should fully re a l i ze the importance of
i n c reasing competitiveness and gra d u a l ly
become invo l ved in insura n c e, securi t i e s
and other financial services. New laws will
a l l ow business operations of domestic
banks, insurance companies and securi t i e s
companies to be mixe d, wh i ch can furt h e r
b roaden the scope of banks’ business. 

This ye a r, company loans remain major
income sources of domestic banks, as banks
a re more willing to lend to small and medi-
u m - s i zed companies. Domestic banks are
still paying taxes including a 5 percent bu s i-
ness tax and income taxes on loan intere s t
and commission. Gra d u a l ly reducing and
even eliminating these taxes will further pro-
mote the development of domestic banks. ■

(Xinhua Fi n a n c e )

DISCLAIMER: The information contained herein 
is based on sources we believe to be reliable, is 
provided for informational purposes only, and no
representation is made that it is accurate or 
complete. This briefing should not be construed as
legal, tax, investment, financial or other advice, and
is not a recommendation, offer or solicitation to buy
or sell any securities whatsoever.
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Kuo Bee Pen Da (KBPD) became a hit in Taipei with its fashionable
curry dishes immediately after it opened in October 1998, attracting
legions of customers, including high-profile politicians, movie star s
and gourmets. Today, the KBPD chic is affecting the Chinese main-
land. In May this year, KBPD made a sensational de but in Beijing
with the opening of a flagship restaurant. It also carved a solid niche
in Shanghai, where it launched five restaurants within only two years.
In 2005, it not only was named the
Most Creative Specialty Restaurant
by Modern Weekly magazine but
also took second place in the 2005
“High in Shanghai” Top 10
Specialty Restaurant List. KBPD
restaurants in Nanjing, Tianjin and
Shanxi Province also proved hugely
successful.

KBPD dishes feature a seamless
combination of Chinese cuisine and
the best parts of Southeast Asian
food and cooking. All ingredients
used are prepared by in-house
chefs, giving the dishes an exclu-
sive taste that is worth savoring.

Eat well, live well. This is a noble
concept that we at KBPD ha ve always held dear to our hearts. We
have succeeded in making KBPD synonymous with fashion and ele-
gant food thanks to our customers’ recognition and support of this
philosophy. We are proud that our tasty, healthy food and considerate
service give all our customers a totally dif ferent dining experience.

Eat Well With Kuo Bee Pen Da

NEW FOREIGN NEIGHBORS: As China
fully opens its banking sector, foreign
banks will play a bigger role
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State of the Market
Trade and Investment Policies

At the 2007 China Industry
D evelopment Rep o rt Confe re n c e, Fu
Z i y i n g, Assistant Minister of
C o m m e rc e, gave a speech on China’s
fo reign trade and investment policies in
p romoting the country ’s intern at i o n a l
balance of payments. 

From 2001 to 2005, China enjoye d
an annual fo reign trade growth of 24.6
p e rcent, with ex p o rts and imports grow-
ing at 25 percent and 24 percent re s p e c-
t ive ly. China became a big tra d i n g
n ation with its trade volume rising fro m
sixth in the wo rld in 2001 to third in
2005. The trade volume in the fi rs t
t h ree quart e rs of this year re a ched $1.27
t rillion, up 24.3 percent year on ye a r, of
wh i ch ex p o rts we re $691.2 billion and
i m p o rts we re $581.4 billion, up 26.5
p e rcent and 21.7 percent, re s p e c t ive ly,
year on ye a r. It is predicted that the total
t rade volume in 2006 will amount to
$1.7 trillion, increasing more than 20
p e rcent. 

The commodity stru c t u re of ex p o rt s

t h ree quart e rs of 2006, paid-in cap i t a l
stood at $42.6 billion and is expected to
re a ch about $60 billion at the end of the
ye a r.

The service industry has become a
n ew growth point in terms of FDI
i n fl ow. While China is honoring its
W TO commitments, market opening
has been part i c u l a rly quick in such ser-
vice sectors as distri bution, banking and
i n s u ra n c e. Together with the rap i d
expansion of global outsourc i n g, FDI in
C h i n a ’s service industry is growing fa s t .
In the fi rst three quart e rs of 2006, FDI
in the service industry grew 9.8 perc e n t .
In comparison, FDI in the manu fa c t u r-
ing industry declined 9.4 perc e n t .

C h i n a ’s outwa rd investment is
rap i d ly ex p a n d i n g. In 2005, the outwa rd
d i rect investment of Chinese non-fi n a n-
cial enterp rises amounted to $12.3 bil-
lion, 1.2 times the fi g u re a year ago. In
the fi rst three quart e rs of 2006, China’s
total outwa rd direct investment re a ch e d
$14.1 billion, up 1.8 times year on ye a r.
It is expected that the fi g u re in 2006
will re a ch $16 billion. 

H oweve r, according to Fu, the
i n t e rn ational payment imbalance as a

and imports is improv i n g. In re c e n t
ye a rs, China’s ex p o rts of electrical and
m a ch i n e ry products and hi-tech pro d-
ucts have boasted fa s t e r- t h a n - ave rage
growth and their pro p o rtion among total
ex p o rts is incre a s i n g. In the fi rst thre e
q u a rt e rs of 2006, ex p o rts of electri c a l
and mach i n e ry products accounted fo r
56.2 percent of total ex p o rts, while the
s h a re of hi-tech ex p o rts was 28.3 per-
cent. China became one of the bigge s t
s o u rces of info rm ation tech n o l ogy
p roducts in the wo rl d. At the same time,
C h i n a ’s imports of sore ly needed ener-
gy, raw mat e rials, advanced tech n o l o-
gies and key equipment also went up
rap i d ly. 

Since China entered the WTO, fo r-
eign businesses have been more opti-
mistic about the investment env i ro n-
ment in China. Paid-in capital ex c e e d e d
$50 billion in 2002 and surpassed $60
billion in 2004. In 2005, the fi g u re
i n c reased to $60.3 billion, accounting
for 6.6 percent of the total global fo r-
eign direct investment (FDI). In the fi rs t
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DCAP-3000 Series Digital
Control and Protection System
Tsinghua Holdings’ DCAP-3000 Series Digital Control and Protection

System is widely adopted in transformer substations. The equipment incor-
porates four major functions—metering, control, protection and messaging.
Its biggest advantage is that it can be attached to or installed near the switch-
ing device, making it possible to build smaller transformer substations, helping to
save the costs of cables, lessening the workload of substation building, testing and main-
tenance and improving system reliability. Over 10,000 sets of DCAP-3000 (V2.0) sold since

it hit the market have demonstrated excellent perfor-
mance.

DCAP-3000 (V3.0) is a new generation of a digital
control and protection system based on a 32-digit dig-
ital signal processor. It can be used to monitor large
power generators with a voltage output of over 220
kilovolts and an installed generating capacity of over
300 megawatts. The devise is easy to operate with just
eight keys and a liquid crystal display on its switching
board.

Tsinghua Holdings Co. Ltd.
Tel: 86-10-82150088          Fax: 86-10-82150099
Website: www.thholding.com.cn
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result of the rising fo reign trade surp l u s
in the last two ye a rs has aroused ex t e n-
s ive concern at home and ab ro a d. 

China had a trade surplus of $102
billion in 2005. In the fi rst three quar-
t e rs of 2006, the trade surplus alre a dy
hit $109.8 billion, and is expected to
re a ch $140 billion for the whole ye a r. In
t e rms of the intern ational balance of
p ayments, the surplus in the fi rst thre e
q u a rt e rs was $240.1 billion, including a
c u rrent account surplus of $177.5 bil-
lion and a capital and financial account
s u rplus of $62.6 billion. By the end of
S eptember 2006, China’s fo re i g n
ex ch a n ge re s e rves had hit $987.9 bil-
lion. 

In explaining the reasons, Fu
b e l i eved that fi rst the current intern a-
tional payment imbalance is a result of
economic globalization. 

The intern ational industry tra n s fe r
has brought a surplus to China. Since
the 1990s, economic globalization has
d e ep e n e d, with more specific intern a-
tional division of lab o r. The intern at i o n-
al industry tra n s fer has also led to the
c o n t i nuous infl ow of fo reign inve s t m e n t
into China. 

M o re ove r, the current intern at i o n a l
p ayment imbalance is cl o s e ly re l ated to
C h i n a ’s development stage. 

China is now at the stage of rap i d
i n d u s t ri a l i z ation, wh i ch is also a key
reason for its trade surp l u s .
E x p e riences of advanced countri e s
i n d i c ate a certain inev i t ability of tra d e
s u rplus during periods of rapid indus-
t ri a l i z ation. China is just now go i n g
t h rough this stage of fast tech n o l ogi c a l
a dvancement and industry upgra d i n g.
The constant expansion of pro d u c t i o n
c apacity has not only laid a solid fo u n-
d ation for sustained fast growth of
ex p o rts, but also played a role in sub-
stituting imports to some ex t e n t .
M e a n wh i l e, for va rious reasons, China
is suffe ring from a re l at ive ly low con-
sumption demand, wh i ch also give s
rise to the trade surplus. 

Another important reason for the
c apital account surplus is that China is
still at the pre l i m i n a ry stage in outwa rd
i nvestment. China’s balance sheet of
i n t e rn ational payments shows that the
c apital and financial account surplus is
m a i n ly at t ri bu t able to the small nu m b e r
of Chinese outwa rd investments, rat h e r
than a big FDI infl ow. At pre s e n t ,
Chinese enterp rises are not stro n g

enough to make large inve s t m e n t s
ab ro a d. Although China’s outwa rd
i nvestment is growing fast, the inve s t-
ment volume is only about $10 billion
eve ry ye a r, less than 2 percent of the
ove rall global cro s s - b o rder inve s t m e n t ,
mu ch lower than the fi g u re in deve l-
oped countries. 

Fu believed that China’s intern at i o n-
al payment imbalance may persist for a
long time. 

Owing to the huge diffe rences in the
economic stru c t u re and deve l o p m e n t
l evel of diffe rent countries, as well as
their comparat ive adva n t ages, it is hard
to ke ep a balance of incomes and
ex p e n d i t u res in intern ational economic
ex ch a n ges. Th e re fo re the intern at i o n a l
p ayment imbalance has become a nor-
mal state of economic operation. 

Ju d ging by the trend of wo rld eco-
nomic development, economic global-
i z ation will continu e, and the wo rl d
economic stru c t u re will not undergo
fundamental ch a n ges. Th e re fo re the
global economic imbalance cannot be
re d ressed in the short run. The intern a-
tional division of labor will be furt h e r
i n t e n s i fi e d, wh i ch means China will
c o n t i nue to be a wo rld processing and
m a nu fa c t u ring base for a long peri o d
of time, wh i ch will nat u ra l ly result in
the long-term trade surplus of the
c o u n t ry. 

F u rt h e r, China’s pro blem of intern a-
tional payment imbalance should be
settled in the course of deve l o p m e n t .
To re a l i ze the basic balance of intern a-
tional payments is one of the macro -
c o n t rol targets. However measures to
re d ress the intern ational pay m e n t
imbalance should not run counter to
p romoting economic growth, incre a s-
ing employment opportunities and
ke eping prices stabl e. 

A c c o rding to Fu, balanced and
c o o rd i n ated development is the long-
t e rm goal of China’s fo reign trade and
economic policy, including: to pro m o t e
the intern ational balance of pay m e n t s
t h rough macro - c o n t rol policies; to pro-
mote trade libera l i z ation and fa c i l i t at i o n
in line with economic globalization; to
expedite the tra n s fo rm ation of the fo r-
eign trade growth mode so as to
i m p rove the effi c i e n cy of trade grow t h ;
and to at t a ch equal importance to the
s t rat egies of “introducing FDI” and
“ going global” policies to maintain
c o o rd i n ated progress in FDI infl ow and
o u t wa rd inve s t m e n t . ■
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O
pinions may differ on ex a c t-
ly wh at personal qualities a
gove rnment official should
possess for advancement, bu t
doubts have been aroused by

the suggestion that filial piety should be one
of the cri t e ri a .

It was rep o rted in mid-November that
J i n chang City, in nort h west China’s Gansu
P rov i n c e, has adopted a new promotion sys-
tem: Officials who do not show filial piety to
their parents or care for their spouses and ch i l-
d ren will be denied the chance for promotion. 

In accordance with the new measure, 12
aspects in officials’ personal life will be ex a m-
i n e d, including re l ations with neighbors, fa m-
i ly re l ationships and ch i l d re n ’s educat i o n .

While it’s re c og n i zed that no pro m o t i o n
system is able to produce perfect offi c i a l s ,
by adopting the new reg u l ation, the local
gove rnment has shown its desire to improve
the present pra c t i c e. Filial piety is not the
o n ly cri t e rion, but anyone who does not
s h ow proven respect for parents cannot
expect advancement. 

Filial piety is a traditional virtue deep ly
rooted in the Chinese nation and the Chinese
h ave always used it as a means of judging a
p e rs o n ’s moral level. One who does not tre at
his/her parents well is unlike ly to be a go o d
o fficial—this is a common logi c.

H oweve r, to link filial piety to the pro-
motion system is far from ach i eving a com-
mon consensus in Chinese society. Some
c ritics argue that those who do not show
enough filial piety are not necessari ly bad
o fficials. Actually, throughout history, there
a re examples of excellent officials wh o
a lways failed to do enough for their ow n
families, so a good official is not necessari-
ly a good husband/wife or a go o d
s o n / d a u g h t e r. Should they then be fi re d ?

And also, some believe that the cri t e ri a
for judging official perfo rmance should be
assessed on the ap p ro p ri ate gove rn m e n t
s t a n d a rds for good administration, while a
system based on filial piety falls into the cat-
ego ry of the offi c i a l ’s private life. 

Filial piety comes first 

Gan Chunsong (S o u t h e rn Metro
We e k ly) : Quite a few people doubt the new
p romotion system can improve offi c i a l s ’
m o ral level. Some even argue that fi l i a l
piety is an offi c i a l ’s private affair wh i ch the
gove rnment should not interfe re in by re l at-
ing it to the promotion system.

In We s t e rn countries, official mora l i t y
has always been gre at ly stressed and is used
as an important cri t e rion to judge wh e t h e r
someone is qualified for a position or not.
Ta ke the U. S. presidential election as an
ex a m p l e. Once one decides to run for the
p re s i d e n cy, his/her private life becomes an
open book to be seve re ly scru t i n i zed by the
media, rivals and critics; cert a i n ly, any defi-
c i e n cy in his/her personality and morality at
this time will prove fat a l .

The Confucian political concept pro-
poses such an ideal society wh e re all ethical
p rinciples are stri c t ly fo l l owe d. Wh e t h e r
this ideal can be ach i eved or not depends to
a large extent on the personal integrity and
m o rality of the officials. In ancient China,
the official promotion system alway s
upheld the idea that only those of high
m o ral standards could hold offi c e. 

When a we l l - d eveloped pro m o t i o n
system is yet to be set up, local gove rn-
ments in some areas have begun to ch e ck
the back ground of officials from va ri o u s
aspects, including their morals. Th e s e
m e a s u res fully re flect China’s tra d i t i o n a l
values and thus are a helpful ex p l o rat i o n
for a more rational pro m o t i o n
system. 

Li Xiuro n g
( w w w. xinhuanet.
c o m ) : To re q u i re
gove rnment offi-
cials to be filial does
not mean that they
h ave to always accompa-
ny their parents, but it cert a i n ly
t a rgets ex t reme cases such as
m a l t re atment or ab a n d o n m e n t
of the elderly. If an official is
too busy to spend mu ch time
with his/her parents, this does
not show any obvious lack of
filial piety. To d ay, it does hap-
pen that old parents are
abu s e d, or even ab a n-
d o n e d, and even some
gove rnment offi c i a l s
a re found to have
b e h aved in this
way. If an offi-
cial tre at s
his/her own par-
ents badly, it’s
i m p o s s i ble fo r
him/her to tre at
o rd i n a ry people
well. 

I t ’s a pity that in the real life, we do see
some gove rnment officials possessing little
m o ra l i t y. For these officials, the fo rce of
m o rality is too weak to reg u l ate their pra c-
tices and ri gid rules seem inev i t abl e. 

A c t u a l ly, the filial piety-based pro m o-
tion system cove rs not only this aspect bu t
also touches on va rious aspects of ethics,
s u ch as being kind to one’s spouse and
being honest and faithful. Any moral defe c t
exhibited by gove rnment officials may lead
to serious social consequences. Hence,
m o rality is not a small issue for gove rn m e n t
o fficials. Th e re must be a ri gid system to tell
them wh at to do and wh at not to do in term s
of mora l i t y.

Xi Xuchu (www. e a s t d ay. c o m ) : Fi l i a l
piety seems only re l ated to one’s fa m i ly life,
but how a person acts within the fa m i ly can
a lways best re flect his/her pers o n a l i t y.
I n d e e d, a good person is not necessari ly a
good official, but a good official must be a
good person of high moral standards. We
cannot expect one who is unkind to his/her
own parents to be a good official who can
s e rve the people wh o l e h e a rt e d ly. Th e re fo re,
for gove rnment officials, filial piety is by no
means something to be confined within the
fa m i ly, but is a mirror re flecting one’s tru e
p e rs o n a l i t y. 

The traditional promotion system con-
c e n t rates on an offi c i a l ’s perfo rm a n c e, bu t
seldom touches wh at they do off duty.
While this part of an offi c i a l ’s

Should Filial Piety Be a Gauge
Or Test For Official Promotion? 



l i fe is ex cluded from the perfo rm a n c e
ch e ck, the end result cannot be considere d
to be all-incl u s ive. Extensive know l e d ge of
an offi c i a l ’s personality in all situations will
not only help the gove rnment select the
q u a l i fied personnel it needs, but, more
i m p o rt a n t ly, the officials will become go o d
examples who can encourage the people to
act in a moral way.

Hu Zongxiu (Beijing Youth Daily) :
Wh at a good cri t e rion! By taking into con-
s i d e ration “filial piety,” the new pro m o t i o n
system is actually trying to promote ove ra l l
m o ral standards in society. It’s true that
wo rk perfo rmance mat t e rs the most in
ch e cking up on an official, but filial piety is
also the basic moral code that eve ryone is
supposed to fo l l ow, and gove rnment offi-
cials in part i c u l a r. The new rule is a confi r-
m ation of such traditional values as fi l i a l
p i e t y, wh i ch will help to promote tra d i t i o n-
al virtues to a large ex t e n t .

Impractical rule is helpless

Xiu Ya n g feng (hlj.re d n e t . c o m ) : Fo r
thousands of ye a rs, the Chinese have had
high ex p e c t ations on their officials, who are
supposed to be not only cap able in their
wo rk but, even more import a n t ly, live up to
a high moral standard. The people can fo r-
give an official who lacks cap ab i l i t y, but if

t h e re are deficiencies in
p e rsonality or

m o ra l i t y,
s u ch

as maltre ating parents, he/she will be
s eve re ly cri t i c i zed by the whole society.

The people’s call for “rule of virt u e ”
and for officials of both gre at cap ab i l i t i e s
and virtue is unders t a n d-
abl e. Howeve r, no man
is perfect. “To rep l a c e
l aws with moral stan-
d a rds” is a big pro bl e m
in China’s tra d i t i o n a l
political culture, wh i ch
has seri o u s ly hampere d
the improvement of the
l egal fra m ewo rk in the
c o u n t ry. If we carry on
this pra c t i c e, more
p ro blems will ari s e.

The most effe c t ive
way to select and pro-
mote officials is to fo l-
l ow existing pro m o t i o n
rules that cover almost
all the fa c t o rs that can
d e t e rmine if a candi-
d ate is qualified or not.
The essence of these
rules is the spirit of the
rule of law. Laws and
reg u l ations have defi n e d
ex p l i c i t ly officials’ powe rs and re s p o n s i b i l-
ities. If they can live up to these rules, they
will enjoy corresponding benefits; if not, the
rules provide for their punishment. As fo r
p rivate affa i rs, the gove rnment should not
i n t e r fe re. It should encourage officials to be
filial sons and faithful husbands, but neve r
fo rce them to do so. Once the administrat ive
p ower has butted into individual affa i rs, the
result may be totally opposite to wh at we
expect. 

A modern gove rnment must re f ra i n
f rom intertwining gove rnment affa i rs with
i n d ividual mora l i t y. If the moral standard s
a re too high, heav i ly pre s s u red officials may
h ave to pretend to be wh at they actually are
n o t .

Sun Huamin (Shanxi Eve n i n g
N ew s) : Filial piety is an obscure con-
c ept, but to be an official is a tangi bl e
j o b, so it’s not easy to judge the tangi bl e

with the obscure. It’s undeniable that fi l-
ial piety is one of the pillars of thousands
of ye a rs of Chinese culture. Howeve r,

people in diffe rent historical peri o d s
h ave diffe rent understandings of fi l-

ial piety. In ancient times, it wa s
w ritten into law that “of the

t h ree cardinal offenses aga i n s t
filial piety, having no male

heir is the gre at e s t .” If we
a d h e re to this tra d i t i o n ,
then a single person cannot
be an official and those
who have no sons cannot
e i t h e r !

Confucian ethics pay mu ch attention to
filial piety in the process of deve l o p m e n t ,
h e av i ly influencing Chinese culture. As
time goes by, it seems unwise to bring fi l i a l

piety into gove rn m e n t
wo rk, as it will give
b i rth to such pro bl e m s
as pat ri a rchy and nep o-
tism, wh i ch go e s
against the spirit of
equality in modern
s o c i e t y.

Zhi Fan (J i e fa n g
D a i ly) : As an old
Chinese saying go e s :
“ Filial piety is ab ove
all over virt u e s .” How
can we expect one wh o
does not re s p e c t
his/her parents to
d evote him/herself to
the good of the coun-
t ry? The pro blem of
using filial piety as a
c ri t e rion to judge an
o fficial is that this stan-
d a rd is unre l i abl e.
Some argue that cor-

rupt officials can
a lways be kind to their families and eve n
c o n n ive at nepotism, while clean offi c i a l s
a re always strict with their fa m i ly mem-
b e rs and care more about their wo rk than
about fa m i ly life.

By using filial piety as a cri t e rion to
ch e ck official perfo rm a n c e, it is hoped that
those who do not do well in this rega rd will
abandon their bad habits and then improve
the whole moral level of offi c i a l d o m .
H oweve r, if one believes that filial piety is
an obl i gation, he/she will always act we l l
with or without any ri gid rule and never will
t ry to use it as a tool to harvest benefits. As
for those who have no sense of filial piety,
the new promotion rule can only fo rce them
to pretend to be good sons/daughters wh i l e
a c t u a l ly they are still indiffe rent to their par-
ents. Wh at can we expect from the new ru l e
t h e n ?

Ma Feidao (Lanzhou Eve n i n g
N ew s): “ To respect the elderly and love
the young” is a citize n ’s obl i gation eve ry-
one is expected to fulfill, especially gov-
e rnment officials. In my opinion, it’s
u n n e c e s s a ry to single out “filial piety” as
a special cri t e rion to assess official per-
fo rm a n c e. Gove rnment officials are sup-
posed to act better in terms of pers o n a l i t y
and morality than ord i n a ry folk. To show
filial piety is the basic moral code fo r
eve ryo n e. Is it right for the gove rnment to
hold such a low ex p e c t ation of offi c i a l s ?
S h o u l d n ’t it demand that officials act in a
m o re re s p o n s i ble way than just to show
filial piety? ■
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EXPAT’S EYE

posted official notice stating that fo re i g n e rs
we re unwelcome; perhaps she was just intim-
i d ated by any interaction with a non-Chinese.
I put up a good argument until a police offi c e r
was called to interve n e. The officer summari-
ly sided with the hotel.

In an act of good diplomacy, the kindly
police officer not only escorted me to another
hotel, but also paid my tab.

G rateful as I was, I pressed the police offi-
cer for an ex p l a n ation of this policy of ex cl u d-
ing ove rseas visitors from certain hotels. His
o n ly ex p l a n ation was “Luguan are not safe fo r
fo re i g n e rs .”

Th e re may be some truth to this. The ave r-
age board i n g h o u s e, located in the less ap p e a l-
ing neighborhoods that inva ri ably surro u n d
t ra n s p o rt ation hubs, are dimly lit, unsanitary
and inadequat e ly constructed of mere part i cl e-
b o a rd. Nor are the typical luguan guests
a lways the most upstanding of ch a ra c t e r.

R eve nue ge n e rated by China’s hospitality
i n d u s t ry is annu a l ly estimated at 300 billion
yuan, accounting for 2.5 percent of the coun-
t ry ’s bu rgeoning gross domestic product. Th e
Beijing Olympics in 2008 and Shanghai’s
Wo rld Expo in 2010 are expected to make
China the largest global tourism market in the
n ext decade.

With between 50-100 million inbound
t o u rists eve ry ye a r, those on business or of the
a ffluent leisure set will be hap py to spend 400
yuan and up per night on a branded mid-mar-
ket hotel, wh i ch is still considerably less than
in the We s t .

C h i n a ’s National To u rism Administrat i o n
and adjunct agencies have here t o fo re been
m o re concerned with rev PAR (reve nue per
ava i l able room) growth than the ethics of fo rc-
ing someone to either spend ridiculous sums
of money for a bed or sleep in the stre e t s .

Yet ultimat e ly the administration will
need to add ress the equally impre s s ive nu m b e r
of bu d get-conscious trave l e rs in the Pe o p l e ’s
R ep u blic—students and independent back-
p a cke rs with a limited travel allowance intend-
ed to stre t ch from the Ye l l ow Sea to the
H i m a l aya s .

Until the police lifts the ove rp ro t e c t ive
p o l i cy of prohibiting them from pat ro n i z i n g
the same affo rd able accommodations that
Chinese nationals are entitled to, fo re i g n e rs
in China will be dissuaded from prov i n c i a l
t ravel upon the simple re a l i z ation that there
is nowh e re affo rd ably priced for them to
s l e ep . ■

By TOM CARTER

A
nyone who has spent
time in the Pe o p l e ’s
R ep u blic of China is
o bv i o u s ly awa re of the

sheer number of hotels and sundry
b o a rdinghouses located in even the
smallest city.

Wh at pat ronizing We s t e rn trav-
e l e rs fre q u e n t ly encounter at the
f ront desk, howeve r, is a sudd e n
expulsion by the pro p rietor convey-
ing in Chinese that NO FOREIGN-
ERS ARE ALLOW E D !

Wh at would compel a va c a n t
guesthouse to turn away a pay i n g
guest into the night?

The answer is found in a long-
standing police statute that pro h i b i t s
the majority of these establ i s h m e n t s
f rom accepting non-Chinese guests
or risk the penalty of a fine; only
guests with Chinese identifi c at i o n
m ay pat ron an indep e n d e n t ly ru n
b o a rd i n g h o u s e, called luguan.

C o n s i d e ring no We s t e rn e r
could meet such a re q u i re m e n t ,
wh at this re s t ri c t ive policy tra n s l at e s
into is a concerted effo rt to urge fo r-
eign trave l e rs to stay at more ex p e n-
s ive, gove rn m e n t - d e s i g n ated hotels.

Fo l l owing the nat i o n ’s accession into the
Wo rld Trade Orga n i z ation, metropolitan cities
s u ch as Beijing and Shanghai, along with the
c o u n t ry ’s most popular holiday destinat i o n s ,
h ave eased their lodging re s t rictions to accom-
m o d ate gre ater nu m b e rs of ove rseas touri s t s .
But anyone intent on regional travel will be
h a rd pressed to locate an appealing choice of
l egi t i m ate bu d get accommodations outside
the major cities.

I n d e e d, having passed through the most
remote parts of China on my ex t e n s ive jour-
n ey across the country, this writer re c a l l s
spending many an uncomfo rt able night on a
Chinese sidewalk or train station floor after
being turned away from its only affo rd abl e
l o d gi n g.

A strict bu d get prohibits me from fre-

quenting any hotel with a room rate higher
than 30 yuan, wh i ch dra m at i c a l ly reduces my
chances of ever finding legi t i m ate accommo-
d ations. One night in a three-star hotel is
e q u ivalent to a we e k ’s wo rth of fru gal trave l .

Lest one draw comparisons to myself with
a stray dog, I might add that I’m not always so
s u b m i s s ive ly destitute.

I viv i d ly recall a recent ex p e rience in
Yi n chuan, capital of Ningxia Hui
Autonomous Region in the nort h e rn interi o r.
With only two accommodations to ch o o s e
f rom in the immediate vicinity—an ove r-
p riced luxury tower or a simple guesthouse
with dorm i t o ry-style rooms and a share d
water closet—I of course sought the lat t e r. As
it was, the unap o l ogetic front desk cl e rk wo u l d
not admit me.

I looked and did not find the re q u i s i t e

No Foreigners Here

NO WAY IN: Foreign travelers are still not allowed
to stay in budget boardinghouses like these in
rural China


