Analysis on China's Present Economic Situation

 I. Achievements of China's Economic Development
     Before the foundation of the People's Republic of China in 1949, the China’s economy was very underdeveloped. Nowadays, thanks to more than 30 years of reform, China has become one of the economic powers in the world with strong potentialities in development, and people's living standard has basically reached the well-off level. Upon entering the 21st century, the Chinese government takes more effective steps in enhancing and improving the macro-economic control to ensure a steady and rapid increase in the countries’ economic development. The main reflections are as follows:

1. The total amount of economy is expanding rapidly. 

     According to a survey of the recent 5 years' economic development by the National Bureau of Statistics of China, during the year of 1978 to 2006, the country's GDP increased from 364.52 billion to 21087.1 billion with an average increase rate of 15.6% per year; the GDP per capita mounted from 381 Yuan to 14,040 Yuan in the year of 2005, 35 times more than that of the year 1978. According to the criteria of the World Bank, China has actually become a country of medium income. China’s GDP in global share has been on the increase too, which was 4.4% in 2002, and 5.5% in 2006. What is more, China’s annual GDP growth has been 5.5% higher that that of the global one from 2002-2006. Now the total amount of China's economy ranks the fourth in the world, and the difference between China and those countries in the first, second and third place is diminishing too. 

2. The unprecedented rapid development of China’s foreign economy brings about increases in the total volume of import and export and the foreign exchange reserve, which rank the 3rd and the 1st respectively in the world.

     Since China's reform and opening up, more and more economic contact has been made with the outside world. At the beginning of the reform, China's foreign trade soared thanks to the availability of international market, resulting in a faster foreign trade growth and the highest trade dependence in the world. In 1978, China's import, export and total volume of foreign trade was 9.75, 10.89 and 20.64 billion dollars respectively, which were of little importance in the world trade. By the year 2006, those figures mounted to 969.07, 791.61 and 1760.69 billion dollars respectively, making China the third largest country of visible trade in the world. During the 28 years from 1978 to 2006, the total import and export trade volume of China increased by some 84 times, with an annual increase rate of 17.21%. By the second quarter of this year, the total export volume of China has exceeded that of USA, only next to the world highest export volume of Germany. An estimate by the Federal Bureau of Foreign Trade of Germany shows that in the year of 2008, China will exceed Germany by increasing its total export volume to 1500 billion dollars, thus becoming the No.1 biggest country of export.

     Since 2002, the contractual and actual amount of China’s attracting FDI has increased too. In 2002, for the first time in the history, the actual amount of FDI broke through 50 billion dollars, and further increases went on happening in 2004, 2005 and 2006, with a continuous increase of more than 10 billion dollars each year, and in 2006, the figure amounted to as high as 63 billion dollars. This is actually the period of rapid development for FDI in China, with an annual growth of 4.6%. By the end of 2006, the accumulative and flowing amount of FDI was 3.3 and 6.5 times of those of 2002.

     With the expansion of foreign trade, China's foreign trade reserve has reached 1332.625 billion dollars by May 2007, ranking the first in the world.

3. New steps are taken to readjust and optimize the economic structure.
There has been a constant development in eastern region and a rapid growth in middle and western regions. The urbanization has been stepped up significantly. The importance of the tertiary industry in the economy has been on the increase. The urban and rural economy has achieved a balanced development in the progress of urbanization. Meanwhile, a great number of people have been transferred from countryside to city, which helps to promote the harmonious development of urban and rural economy. In 1978 China’s GDP amounted to 364.52 billion RMB, 101.84 billion RMB, 174.52 billion RMB and 88.16 billion RMB respectively in the first, second and tertiary industry, which accounted for 27.9 percent, 47.9 percent and 24.2 percent. GDP in 2006 amounted to 210871.7 billion RMB, 2473.7 billion RMB, 10316.2 billion RMB and 8297.2 billion RMB respectively in the first, second and tertiary industry, which accounted for 11.7 percent, 48.9 percent and 39.3 percent in Grand GDP.
As for the product structure, many people still believe that products exported from China are inexpensive and of low value, which is far from the truth. The biggest leading products exported from China are electronics rather than toys and textiles. China has posed a great challenge to western industrial countries. In the past few years, there has been a great improvement in China’s productivity. At present, iron, chemical and machinery industries have achieved a rapid development. In the first half of this year, the exporting volume increased to 36 percent and 37 percent respectively in chemical and machinery industry. China shared 18.5 percent of the international market in electronics. Furthermore, there was a rapid increase in e iron and steel products export. In 2006, steel output reached 418.78 million tons, which is the total volume of products from Japan, America, Russia, South Korea, Germany and India. Cement output amounted to 1.24 billion tons, accounting for 50 percent of the world total volume. The automobile output reached 7.28 million with an increase of 27.6 percent compared with that of last year. The automobile industry exceeded Germany and ranked the third in the world, next to America and Japan. China’s foreign trade in 2006 totaled 1760.69 billion dollars and ranked the third all over the world. All the above mentioned statistics indicate that China’s economy has been indeed on a rapid growth. 
4. There is a rapid increase in stock market value and a steady appreciation of RMB. 

Since the beginning of 2006, the total stock market share of China maintaining the rising momentum has exceeded that of Japan and surged to be the biggest stock market in Asia. The British Financial Times reported that calculated at the closing price on August 28, 2007, the total value of China’s stock market, including those enterprises listed in Hong Kong stock market, amounted to 4,7200 billion dollars, exceeding that of Japanese stock market reaching 4,700 billion dollars. 
The floated exchange rate of RMB was implemented since the July 21, 2005 and there is no need to keep a close eye on American dollars. From then on, RMB value has been appreciated at a faster pace. On March 7, 2006, the exchange rate between USD and RMB was 1: 8.0425. But on September 21, 2007, the rate became 1: 7.5, hitting a historical high record.  Since the implementation of exchange rate reform, the RMB appreciation was more than eight percent. It was not a big surprise in the global financial market, which has seen and got used to the continual appreciation of RMB in the past two years.
5. There is a great improvement in level of consumption. 

Calculated by the price of the year 1978, citizens consumed 184 Yuan per capita, rural citizens 138 Yuan and urban citizens 405 Yuan. Whereas in 2005, citizens consumed 5,439 Yuan, rural citizens 2,531 Yuan and urban citizens 9,393 Yuan. According to China’s official statistics, except for the price factor, the disposable income of urban citizens increased at the speed of over seven percent in the consecutive four years, especially the year 2007 witnessed a faster pace of increase. According to the sample survey of 59,000 urban citizens, their disposable income in the first half of 2007 reached 7,052 Yuan with an actual increase of 14.2 percent except for the price factor. 

Agriculture has been on a steady increase, industry has grown at a rapid pace and the output has improved substantially. The crop output increased in the consecutive three years. Main agricultural products such as cotton, oil and meat have been on a stable growth. By the end of 2006, saving accounts of urban and rural citizens reached 16,200 billion Yuan, an increase of 7,500 billion Yuan compared with the end of 2002. With the continuous improvement of their living standards, people benefited a lot from many reforms. With an increase in level of consumption, the outbound tourism has been booming. In 2006, outbound tourists reached 34.52 million, 2.1 times as much as that of 2002, with an annual increase of 20.1%. Among them, 28.8 million people traveled abroad for personal reasons, taking up 83.4% in total number of outbound tourists, which is 2.9 times as much as that of 2002, with an annual increase of 30.1%.   
6. A more glorious chapter written in not only Chinese history but the world history is characterized by China’s economic achievement since its reform and opening up to the outside world.

Since its reform and opening up to the outside world, China has lifted 400 million people out of poverty. According to the survey from the World Bank, during the course of casting off poverty worldwide in the past 25 years, 67% achievements attributed to China, which is a significant contribution not only to Chinese people but to human beings as a whole.

The fact that China’s economy has grown at a remarkable rate demonstrates the success of its reform and opening up policies, which require that we get rid of all the drawbacks of regulations and unfavorable mechanism that impede and hinder the self-development of market economy in order to create favorable environment for the development of Chinese enterprises and the introduction and brisk development of overseas enterprises.

II. Understanding “Chinese Speed” dialectically

An article named–China’s Century became a cover story in US “Time” magazine published on Jan. 22nd, 2007, with an eye-catching title in the cover : China: a new dynasty. The article was jointly written by 12 journalists who work for “Time” magazine and come form many representative offices throughout the world including Beijing, Bangkok, Paris and even some countries from Africa, which depicted a picture of future China: with the uprising economic strength and diplomatic strength, China’s overseas investment and demand for natural resources will be dominant in world market while the relative strength of U.S.A. is falling. So the 21st century is China’s era.

An article titled China’s Century? Maybe Next Century! published in “New York Time” on Aug.19,2007 was written by management and economics Pro. Lester Thoreau from M.I.T. He pointed that there are still many problems in China’s economy life and it will take at least 100 years for China to catch up with U.S.A, so China’s Century is far from drawing near.

Indeed, there are some drawbacks in Chinese economic mechanism, for instance, the incomplete economic structure, the irrational economic proportion in the primary industry, the secondary industry and the tertiary industry, the unbalanced development between urban and rural areas or regions, the weak agricultural foundation, the surplus of a high degree of liquidity, the over-extended investment in fixed assets and the high foreign trade dependency…all these mentioned above not only undermine further economic development but cause great difficulties in economic security. Meanwhile, the economic growth leaves a lot to be desired, giving rise to resource, environmental, and social problems, which, to some extent, have become the “bottlenecks” of our national economic development.

Since its reform and opening up to the outside world, China has made great progress in its economic development, but the per capita income is fairly low compared with most other countries’. According to the criteria made by the World Bank, per capita income in medium-income country ranges from $1000 to $3000, while China exceeds only $2000 and still on the list of medium-income country. And according to UN, per capita income in medium-income and low-income countries ranges from $799 to $2990, so China still belongs to a medium and low income country. The situation indicating in which China has a large population, a poor foundation, uneven regional development and some new emerging problems during the process of development are as follows: 

1. The three agriculture-related issues: farmers, the countryside and agriculture; uneven development between urban and rural areas or regions.

Farmers’ income is the focus of the three agriculture-related issues. During the Ninth Five-Year Plan period, farmers’ income was decreasing at a far quick pace during a four-year period, the per capita income of farmers during 1997 to 2000 reduced by 183 Yuan in average, which resulted in the phenomenon of higher output with lower income. At the same time, the widening gap between the rich and the poor become the factors contributing to the instability and unfair distribution in the society.
Firstly, there is a gap between the urban and rural areas. The proportion of absolute value of citizen’s income was 1.8:1 in 1980’s, rose to 2.9:1 in 2001 and to 3.1:1 in 2002.The income gap between urban and rural areas was 3.2:1 in 2005, if taking financial subsidies into consideration, the proportion would be 6:1, which was rare worldwide. Meanwhile, disparities in different regions and among various kinds of people have been expanding. There are two economic criteria to measure income disparity: one is the concentration of wealth, the other is Gini Coefficient. China’s Gini Coefficient was 0.459 in 2001 and increased by nearly 40% compared with 0.33 of 1980. According to statistics provided by the State Statistical Bureau, among 100 most richest counties, the average of GDP was 10.66 billion Yuan which was 21 times as 500 million of 100 most poorest counties; the proportion of pure capita income of farmers in eastern, western and  central China is 1.97:1.30:1; while their disparity in consumption is also expanding.

Secondly, the issue of employment.
China has a large population, with a large labor force is large an unsatisfactory quality. Although the rapid growth of economy has created more positions, yet it is still hard to satisfy the employment need. According to the industrial structure and the annual GDP growth rate of 7% ~ 8%, an increase of 8 ~ 10 million new positions every year can only basically satisfy the employment need for the new labor force, which is 10 ~ 12 million per year. But there are still many other factors to be taken into consideration, such as continuous growth of the total amount of new labor force, the amount of unemployed workers and the transfer problem of surplus labor in the countryside.

On one hand, labor force is continuously increasing; on the other hand, the labor force need is gradually decreasing as a result of economic growth. Because of the technological progress and structural adjustment, the amount of positions created by economic growth of one percent in China decreased from 2.4 million in 1980s to 1 million in 1990s, and will continue to decrease. As a result, the issue of employment will remain to be a top concern in the years to come. 
Thirdly, the resource and environmental problems. 
 The rapid development of China’s economy has brought extremely great pressure to its resources and environment. 

China is one of the largest countries in the world, with abundant natural resources. However, many problems still exist due to the complicated territory, the shortage of water and land resources, the fragile ecological environment, and a large population. In 2002, there was about 1.47 acre cultivated land per capita, which accounts for only 45% of the average amount per capita in the world. In more than 660 counties and districts, the amount of cultivated land per capita was below the 0.8 acre warning line, which was made by food and agriculture organization of the united nation. Water recourse per capita made 1/4 of that in the world. In more than 600 cities in China, half were short of water. In the past 50 years, although the nation has made great progress in ecological and environmental construction, the ecological environment are still destroyed greatly for various reasons, such as the weak ecological environment foundation, the rapid growth of population, the fast economic development but underdevelopment in production and consumption, excessive exploration and utilization in natural resources and energy. 
   Fourthly, how to deal with the trade friction in opening-up.
    With the rapid development in China’s exports, more antidumping measures have been taken by foreign countries against Chinese commodities, which have become a main obstacle for Chinese enterprises to further expand into the international market. From 1979, 34 countries and regions have sued 673 cases, aimed at or relating to the anti-dumping and anti-allowance, which influenced China’s export volume of 191 billion USD. USA, EU, India, Argentina, Turkey, Australia, South Africa, Mexico, Canada, and Brazil are the 10 major countries launching trade regulatory measures. It is expected that, for a longer period in the future, commodities from China will continue to be the main target of anti-dumping of foreign countries and the trade friction is likely to aggravate.
In general, present day China is still undoubtedly a developing country.
III. The topics in focus by the 17th National Congress of the Communist Party of China.

The National Congress of the Communist Party of China is to be held on Oct. 15, 2007 in Beijing, which is the most significant congress in current reform and development in summarizing past five years work since the 16th Congress, recalling the experiences of our socialization with a Chinese characteristic, and making strategic plans for an all-round reform, opening up and modernization. Striving for a scientific development and a harmonious society is the blueprint of China’s future in new century. 
Since the 16th CPC national congress in 2002, under the leadership of general secretary Hu Jintao, the CPC Central Committee proposed the scientific concept of development which focuses on a people-oriented, overall, coordinated and sustainable development, which are also the focus on the 17th National Congress. 
1. Achieving scientific development of China’s economy and macro-control. 
The scientific concept of development is the first priority for the CPC in national construction and a new innovation and contribution for the ideological and throretical basis of CPC. In order to maintain a balanced economy, control inflation, optimize economic structure, and ensure steady economic growth, a scientific development of China’s economy and macro-control should be implemented in every field and every aspect, by economic means of price, taxation, credit, exchange rate, as well as legal measures. 
2. Seeking for a harmonious way for the 1.3 billion people by building a harmonious society. 

Since 16th National Congress, the Chinese government has been emphasizing the building of an energy-efficient, environment-friendly society and the promotion of Green GDP system. Meanwhile, a variety of Energy Conservation and environmental protection regulations have been set up. 
3. Sharing development achievements with people and solving people-oriented problems 

 (1) Solving the “three new major people-oriented problems”

At the beginning of this year, a survey made by Xinhua Net showed that “medical care” is the first concern of ordinary people. Next to it, are “the housing for low income people” and “education” problems. A report by China’s Academy of Social science categorized that the high housing price, high school tuition and high medical cost as the “three new major problems”.

To solve these problems, a 20 percent annual increase in financial budget has been put in medical care in recently years. Meanwhile the government has been implementing the rural cooperation medical care system, as a supplement for insufficient rural medical allocation. In 2006, more than 400 million farmers share the new the rural cooperation medical care system and the average medical cost decreased for the first time. To create equal opportunity for education, the government exempts the rural area from compulsory education tuition and offers subsidies for poor students, relieving the economic burden of 150 million rural families. To stabilize housing price, the government has made a series of policies optimizing housing structure, developing small-medium sized apartment and low price apartment. 

(2) Creating job opportunities

Since the 16th National Congress, dozens of new policies have been made to encourage service-oriented and labor- intensive enterprises. There have been higher labor mobility, loose residence and identity management, few barriers in selecting jobs, sharing public services, traveling, shopping, housing, education and social securities. Promoting employment and controlling unemployment rate has been the target for governments at various levels. As a result, more job opportunities have been created and employment system optimized, with the employment rate less than 4.3% under control. 
(3) Reducing the gap between poor and rich, and solving social security problems.

Since the 16th National Congress, the central government has greatly improved urban workers’ basic endowment insurance, medical insurance, unemployment insurance, and primary life insurance system, accumulating social security fund. Statistics from Ministry of Civil Affairs shows more than 10 million people sharing various insurances in 2006. And in 2007, 201.9 billion Yuan will be allocated for social security by the central government.
(4) Regulating the unequal income distribution 

The strengthened regulations on unequal income distribution have been warmly welcomed by common people. In 2006, under the joint efforts of central government and public opinion, electricity and public transportation department stopped favorable treatments for their employees. By the end of 2006, Ministry of Labor and Social Security and Ministry of Finance required those high income industries to set restrictions for income growth, meanwhile improving pensions of the retired workers.

4. Building new countryside to benefiting 900 million farmers

The three issues concerning agriculture, countryside and farmers are major priorities of the Chinese government. The government has been working to build new countryside, regulate national income distribution system, invest more to the countryside, cancel agricultural tax, exempt compulsory education tuition in rural areas, expand medical insurance network, and guarantees a steady income growth for farmers. 
Besides, equal attention should be paid to farmers’ democratic rights by optimizing countryside regulation system, standardizing democratic decision-making mechanism, strengthening management supervision, protecting  farmers’ rights to know, to make decisions, to participate and to supervise.　
5. Seeking a harmonious regional development nationwide
The current China has been transformed from the traditional format of costal and inland areas to 4 regions of east, center, west, and north east. The Chinese government has launched China's western development campaign and the rejuvenation of old industrial bases. Furthermore, the location, resources, industries and personnel advantages in central China have been greatly explored, creating a new formation of interactive co-existence and complementary co-development. 
6. Sticking to the reform and open up policy, integrating with the global economy
Under the current international backdrop, China faces unprecedented opportunities and challenges at present. The appearance of economic zones, coastal areas, Pu Dong New Area in Shanghai, and Bohai economic zone, are step by step progress made by reform and opening up. 
The five-year between the 16th and 17th national congress has witnessed China’s entry into the WTO, its rapid merging into the global economy, and its further expansion in economic communication and cooperation with the outside world. 

In recent years, the Chinese government has taken a great many of measures to improve the market economy system by speeding up the state-owned enterprises reform, encouraging, supporting the non state ownership economy development, deepening the financial system reform, building a modern banking system, a perfect financial supervising system and a multi-leveled capital market system, promoting exchange rate system reform, increasing the flexibility of RMB exchange rate, and so on. 

The essential national policy of China’s reform and opening up has brought about rapid developments in China’s economy, making great contributions for the global economy, and promoting economic globalization towards a direction of balance and mutual benefit. 
As the 17th National Congress of the Communist Party of China is coming soon, China’s reform and opening up will be, once again, facing a new start. 
In summary, with some 30 years reform and opening up, China’s socialist market economy system has been basically established, the market regulatory function in resource disposition has been remarkably strengthened, the macroeconomic regulation and control system has been noticeably improved; State-owned economy as the main body, individual and private ownership economy have developed harmoniously, and the transformation from extensive economy to intensive one has been under way. According to our blueprint, a fairly complete socialist market economy system in China will be established by 2010, and a quite mature one to be expected by 2020.
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