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Introduction

The global economic structure is changing from the USA based global economic center to the one with the dominance from the USA, Europe, and Asia. Particularly an increasing attention has been paid to China’s rapid economic development. Some have claimed that the 21st century would be a “China Century”, and meanwhile, some Western countries see a rising economically powerful China as a threat, and believe that China’s production and consumption would cause a global shortage of energy, food and resources, price increase, job losses in other countries, and environmental deterioration etc. Thus, some important issues should be addressed:

1. Is China really on the rise to become a global economic power or what is the role of China in the world economy? 

2. Is China an economically responsible country?

3. Would China become a threat or burden or a contribution to the global economy? 
This paper is intended to examine these issues.
Different Views on China’s Rising in the Literature
Much has been discussed about the impact of China’s development on the global economy in the literature, and different views can be found.
It has been claimed that China is no longer a developing country, but a rising one with superpower. China is re-writing the history of the world economy. If the last century were seen as belonging to the USA, the next century would be to China.①
Chinese industrial revolution has disrupted the global economic order. It will not only impact on Western economies, but also politics. “Once China sneezes, the whole word will catch cold.”②
China may become a largest economy in the world.③ China is one of the multi-poles in the world. The world will enter into a ‘chaotic era’ from a ‘stable era’, and all nations, including China, will establish their own identities. After the ‘9·11’ tragedy and Iraqi war, a new world order has been formed with the USA as the strong nation coexisting with many nations competing with each other. (China is one of them). China will focus on economic development at least for another 10 years. The world needs peace at present.④ 
China is increasingly becoming a formidable competitor ⑤, and the USA may deal with China in a way as it did with the Soviet Union in earlier days.⑥ Some have even claimed that China has already become the most strong and unpredictable force in the global economy. As the centre of the world manufacturing, China has the largest trade surplus, and is the second largest American government bond-holder, only next to Japan.⑦
China is at the stage of becoming the regional ‘superpower’, with ‘profound’ implications. The speed and scale of the Chinese army’s development have already brought about threat to the region military balance and other countries. China’s military threat has damaged not only Chinese security and benefits, with an adversary impact on the stability and security of Asian and Pacific regions, but also may mislead the American security strategic direction. ⑧ 

Some of the above views are objective, but also some are utterly overstated. This paper is intended to make the following points: (1) China is still a developing country, (2) China is moving toward becoming a regional strong power, and has already behaved in a responsible way in the region, and (3) there have been many factors that hinder Chinese from becoming a ‘superpower’.

Is China already a global economic powerhouse?
It is notable that China’s international status has been gradually improving along with China’s constant economic growth. From 1979 to 2003, China’s GDP annual average growth rate had exceeded 9%, GDP per head had gone up from 181 dollars to 1090 dollars, export had moved up from the world’s No. 33 to 4, import had ascended from place of 24 to 3. With an annual growth rate of 9.5%, China’s GDP exceeded $1,600 billion in 2004, and accounted for 4.5% of the World GDP, ranked the worlds’ No. 7. Foreign exchange reserves reached $609 billion and trade volumes achieved $1,150 billion. China has become the world’s third largest trading nation, just behind the USA and Germany.⑨ As Table 1 and Figure1 show, international trade has been an engine driving China’s economic development. 
Table 1 and Figure 1 indicate that China’s Foreign Trade has increased rapidly, particularly after China joined the WTO. The development of international trade can be classified into four phases.

Phase 1(1981 - 1988): At the end of this period, China’s total trade volume doubled, and exceeded $100 billion. 
Phase 2(1989 - 1994): During this period, China’s total export reached over $100 billion and the total trade volume achieved another double growth over Phase I. 
Phase 3 (1995 – 2001): during these 7 years, China’s export total had broken through 500 billion dollars and Foreign Trade doubled. China’s import and export had been extremely influenced by Asia Financial Crisis between 1997 and 1998.
Table 1 Import and Export Trade Statistic Data (1981- 2005)

Units: Hundred Million USD
	Phase
	Year
	Export Value
	Import Value
	Import and Export Value
	Foreign trade Dependence （%）

	
	
	Export total
	Comparison

rate（%）
	Import 

total
	Comparison

rate（%）
	Import and export total 
	Comparison

rate（%）
	

	Phase

I
	1981
	220.1
	—
	220.2
	—
	440.2
	—
	18.9

	
	1982
	223.2
	1.4
	192.9
	-12
	416.1
	-5.5
	18.2

	
	1983
	222.3
	-0.4
	213.9
	10.9
	436.2
	4.8
	18.4

	
	1984
	261.4
	17.6
	274.1
	28.1
	535.5
	22.8
	21.9

	
	1985
	273.5
	4.6
	422.5
	54.1
	696.0
	30.0
	26.3

	
	1986
	309.4
	13.1
	429.0
	1.5
	738.5
	6.1
	27.2

	
	1987
	394.4
	27.5
	432.2
	0.7
	826.5
	11.9
	28.2

	
	1988
	475.2
	20.5
	552.7
	27.9
	1027.8
	24.4
	27.6

	Phase

II
	1989
	525.4
	10.6
	591.4
	7.0
	1116.8
	8.7
	26.8

	
	1990
	620.9
	18.2
	533.5
	-9.8
	1154.4
	3.4
	31.7

	
	1991
	719.1
	15.8
	637.9
	19.6
	1357.0
	17.6
	36.9

	
	1992
	849.4
	18.1
	805.9
	26.3
	1655.3
	22.0
	38.2

	
	1993
	917.4
	8.0
	1039.6
	29.0
	1957.0
	18.2
	36.0

	
	1994
	1210.1
	31.9
	1156.2
	11.2
	2366.2
	20.9
	46.6

	Phase

III
	1995
	1487.8
	23.0
	1320.8
	14.2
	2808.6
	18.7
	40.6

	
	1996
	1510.5
	1.5
	1388.3
	5.1
	2898.8
	3.2
	35.6

	
	1997
	1827.9
	21.0
	1423.7
	2.5
	3251.6
	12.2
	36.0

	
	1998
	1837.1
	0.5
	1402.4
	-1.5
	3239.5
	-0.4
	34.2

	
	1999
	1949.3
	6.1
	1657.0
	18.2
	3606.3
	11.3
	36.4

	
	2000
	2492.0
	27.8
	2250.9
	35.8
	4743.0
	31.5
	43.9

	
	2001
	2661.0
	6.8
	2435.5
	8.2
	5096.5
	7.5
	44.0

	Phase IV
	2002
	3256.0
	22.4
	2951.7
	21.2
	6207.7
	21.8
	50.2

	
	2003
	4382.3
	34.6
	4127.6
	39.8
	8509.9
	37.1
	60.4

	
	2004
	5933.7
	35.4
	5614.2
	36.0
	11547.9
	35.7
	70.0

	
	2005.1-6
	3423.4
	32.7
	3026.9
	14.0
	6450.3
	23.3
	77.6


Note: * Foreign trade dependence = Import and Export/ GDP. In this table, external dependence rate between 1981 and 1984 was calculated based on national income instead of GDP, because GDP was not used in previous China’s published statistic Data. GNP was used for the calculation between 1987 and 1988. Other figures are all calculated based on GDP. 
Data source: Website of Customs General Administration People‘s Republic of China: http://www.customs.gov.cn and Statistic data and also Ministry of Commerce of the People‘s Republic of China website: http://gcs.mofcom.gov.cn Past years’ Published statistic data calculation table.
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Phase 4 (2002 – 2004) China spent 3 years on breaking through trillion dollars and Foreign Trade doubled, and export
 total broke through 500 billion dollars and achieved nearly 600 billion dollars. Foreign trade dependence degree went up from 50% to over 70%. According to chart 2, the proportion of China’s Import and Export and rank were gradually going up. Both import and export totals located in the third place of the World until 2004. (see table 2) 
Table 2 Proportion and Rank of China’s Foreign Trade
in World Trade Total (1980-2004)

Unit: %

	Year
	Export in World Trade
	Import in World Trade 

	
	Proportion
	Rank
	Proportion
	Rank

	1980
	0.9
	26
	1.0
	22

	1985
	1.4
	17
	2.1
	11

	1990
	1.8
	15
	1.5
	17

	1995
	3.0
	11
	2.5
	12

	2000
	4.0
	7
	3.4
	8

	2001
	4.3
	5
	3.8
	6

	2002
	5.1
	5
	4.4
	6

	2003
	5.8
	4
	5.3
	3

	2004
	6.5
	3
	5.9
	3


Data Source: World Trade Organization, International trade Statistics 2004, http://www.wto.org/english/res_e/ statis_e/its2004_e/its04_toc_e.htm, Data calculation table
Import and export structure has correspondence changes, and high technology among export commodities is increasing. From 1986 to 2004, the percentage of primary commodities in the export total felt from 49% to 6.8%, but industry manufactured goods rose from 51% to 93.2%. The total percentage of Remote telecommunication production materials, auto- data processing, and computer accessories in Industry manufactured goods went up from 13% in 2000 to 20.4% in 2004. According to the table 3 and chart 3, it is obvious that the percentage of Mechanical and electrical appliances’ and high technology products percentage went up. In contrast, textile products’ percentage constantly declined since China has entered WTO.
Analyze the reason that the amount of China’s exports increase quickly and the technique content raises continuously, in addition to the native industrial structure adjusts continuously, the creative ability of the business strengthen and competition ability continuously increasing, an important reason is that the multinational companies will migrate  produce base, the development base to China, and overseas-funded enterprises export raise.
Table 3 China’s Export Products Proportion Changed after Entering WTO (2002-2005)

Unit：%

	Years
Product
Category 
	2002
	2003
	2004
	2005

In the first six months

	Mechanical and electrical
	48.2
	51.9
	54.5
	54.6

	High technology
	20.8
	25.2
	27.9
	27.3

	Textile
	19.0
	18.0
	16.0
	14.7


Note: Textile – costume and clothes’ accessories, spin yarn and weave products.
The data source: the prior years published accumulate export article main figure tabulation of the basis Ministry of Commerce of the People‘s Republic of China website.
[image: image3.emf]Chart1  1981-2004 China' import and export trade

changes

0

2000

4000

6000

8000

10000

12000

14000

81    82    84   86    88   90   92   94    96    98   00   02   04

Trade total (hundred

million dollars

Year

Import and

export total

Export Total

Import Total


At the beginning of 21st century multinational company facing to the slump of the world economy and the going up continuously of local work force cost urgent seek a low cost manufacture base and the development base. China has become their optimum choices to invest because of political stability, the economies increasing quickly and education booming developing. To 2003, China has become a maximum foreign direct investment place, hitting USD 53500 million, then going up to USD 60600 million in 2004. ⑩(See figure 4)
Due to the large population, middle-class family present strong consume ability. Therefore, the low work force cost and purchase ability of national middle -class have attracted more and more multinational companies to flock into China. The underneath is a series ranks to show that China is becoming a big consumption country in the world: The volume of retail sales of the Chinese social consumer goods was more than 5,000 billion Yuan( equal USD 604.6 billion) in 2004, the tour number of going abroad reached to 14.6 million in the first half year of 2005; China has a become global number one communications market, the second Internet market, the second personal computer consume market, the second petroleum import country, the third car sales market, the fifth platinum consume country, and probably will become number one travel market.
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China provides a great deal of business opportunities to international corporations in the world because its own consume demand. In the meantime, the status as a manufacture country is becoming more outstanding now. China became the biggest clothing export country in 2002, China’s steel output hit 220million ton and become number one in the world in 2003, then achieved 272 million ton, having hope to breach 300 million ton in 2005, and become the country having net steel exports. The substantial manufacture capacity will cause to increase consume of raw materials. China has become number one consumer of iron, steel, and copper in the world.⑾
· What is the main reason for China’s foreign trade rapidly increasing? From her enterprises powerful strengthen?

In China domestic consume changes and external capital entering and foreign capital enterprises import and export specific weight increasing are carrying through at the same time. According to the UN Conference on Trade and Development report, the export of foreign branch office is 9% of China’s total export trade in 1989, but, this scale went up to 48% in 2001. Export of Foreign capital enterprises in China is about 57.1% of the total export in 2004 according to the Chinese customs statistics, import is 57.8%, together than increase 40.9% and 40%. But the state owned business is 25.9% of total export and 31.4% of the total import, together than increase 11.3% and 23.9% .(See table 4)

Table 4 China’s Export Enterprises Character after WTO（2002～2005）

Unit：Hundred Million USD
	Year
	Export Total
	State-owned Enterprises
	Foreign Capital Enterprises
	Private Enterprises

	
	
	Figure
	Occupation ratio (%)
	Coinciden-ce indicator (%)
	Figure
	Occupa-

tion ratio (%)
	Coinciden-ce indicator (%)
	Figures
	Occupa-

tion ratio (%)
	Coinciden-ce indicator (%)

	2002

2003

2004

2005
	3255.7

4383.7

5933.7

3423.4
	1228.6

1380.3

1535.9

809.5
	37.7

31.5

25.9

23.6
	8.5

12.3

11.3

17.4
	1699.4

2403.4

3386.1

1959.0
	52.2

54.8

57.1

57.2
	27.6

41.4

40.9

33.0
	137.8

347.5

692.5

477.6
	4.2

7.9

11.7

14.0
	159.5

152.2

99.3

74.9


Note: * The amount of exports of 2002 and 2003 and the amount of exports at the same year in table 1 have small discrepancy. They all come from the published figure of Ministry of Commerce of the People‘s Republic of China. This is the difference between initial statistics and finally statistics figure.
**2005 figure is the first half year.
Data source: Published figures from Ministry of Commerce of the People‘s Republic of China website tabulation
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From the table 4 and chart 5, it is very clear that the export of state-owned enterprises increased even slowly from 2002 to the first half year in 2005. In contrast, foreign capital enterprises’ and private enterprises’ export impetuously increased. The speed of Foreign capital enterprises’ import and export increment is enormously quicker than state-owned business, the specific weight have also been going up continuously, some of them has exceeded 60% in particular province, or even has achieved 70%. The export of Foreign Capital enterprises has more than 50% of the total export, and annual incremental speed is consumedly the aggregate incremental speed. Therefore, fast growth of Chinese export trade can be attributed to the Foreign Capital companies in China.
In respect of import situation, the specific weight of foreign capital enterprises import in the aggregate rise from 54% to 57%, and annual increment is over import aggregate increment. Comparing with the foreign capital enterprises, state-owned enterprises’ specific weight gradually fell year by year, and annual increment is lower than import aggregate increment. In addition, state-owned enterprise has higher import increment than export increment between 2002 and 2004. Although the private business amplification is also great, it has less than 8% of the specific weight in the aggregate and has not great effect on the aggregate growth.(see table 5 and chart 6) Therefore, the significant raise of import in recent years mainly comes from foreign capital enterprises, and state-owned enterprises contribute more in import than in export.
Table 5 China’s Import Businesses Character after WTO (2002 -2005)
Unit：Hundred Million USD
	Year
	Import Total
	State-owned Enterprises
	Foreign Capital Enterprises
	Private Enterprises

	
	
	Figures
	Occupation ratio (%)
	Coincidence indicator (%)
	Figures
	Occupation ratio  (%)
	Coincidence indicator (%)
	Figures
	Occupation ratio  (%)
	Coincidence indicator (%)

	2002

2003

2004

2005
	2952.0

4124.8

5614.2

3036.9
	1144.9

1424.8

1764.5

940.1
	38.8

34.5

31.4

31.0
	10.6

24.4

23.8

8.6
	1602.7

2319.1

3245.7

1739.9
	54.3

56.2

57.8

57.3
	27.4

44.7

40.0

16.0
	95.6

245.7

419.8

240.9
	3.2

6.0

7.5

7.9
	180.9

157.0

70.9

22.3


Note:* The amount of imports of 2002 and 2003 and the amount of imports at the same year in table 1 have small discrepancy. They all come from the published figure of Ministry of Commerce of the People‘s Republic of China. This is the difference between initial statistics and finally statistics figure.
**2005 figure is the first half year.
Data source: Published figures from Ministry of Commerce of the People‘s Republic of China website tabulation.
The foreign trade import and export structure displays the extent of one country’s development. Since the mid 1990s, the total of mechanical and electrical export is much more than textile’s, and high technology products export increased continuously, particularly, after WTO, the export structure of China tilt toward the high technology products. In 2004, 9 out of 10 enterprises are high technology product business ranked in top 10 of the export maximum 200 enterprises, among them there is only one China mainland- funded enterprises.(see table 6) Amongst the 200 businesses of maximum amount of export, the foreign investment business has 77%, the state-owned businesses has 17%, other business have 6%.Amongst the 500 businesses of maximum amount of export, the foreign investment business has 62%, the state-owned business has 32.4%, other businesses have 5.6%.
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Obviously, the expansion of the Chinese foreign trade, the upswing of trade percentage in the global commerce, increasing of the competition ability of the certain high technology products, the telecommunication manufacture materials, the automatic data processor, and an the computer accessory proliferate in the industrial export, can not completely reflect the actual state of the Chinese economic power on the spot. The reason is that among them a large part is from foreign capital, not from Chinese Industry development and the exaltation of the productivity of labor. In other words, the benefits from the foreign trade increment flow mostly into the foreign capital companies.⑿
Table 6 Top 10 Enterprises of Maximum Export in 2004

Unit: Hundred Million USD
	Rank
	Enterprises Name List
	Location
	Business type
	Export total

	1
	Hong Fu Jin Precision Industry (Shenzhen) Co., LTD
	Shenzhen
	Taiwan capital
	835093

	2
	Tech-Front (Shanghai) Computer Co., LTD
	Shanghai
	Taiwan capital
	830283

	3
	Motorola China Electronics LTD
	Tianjin
	USA capital
	571016

	4
	China Great Wall Computer Shenzhen Company Limited
	Shenzhen
	Joint Venture（controlled by USA）
	407018

	5
	Mingshuo Computer (Suzhou) Co., LTD
	Jiangsu
	Taiwan capital
	323528

	6
	Nokia China Investment Company LTD
	Central Company
	Finland capital
	299393

	7
	China International Marine Containers (Group) LTD
	Central Company
	Chinese mainland capital
	299174

	8
	Top Victory Electronics (Fujian) Co., LTD
	Fujian
	Joint Venture （Taiwan and Indonesia）
	288151

	9
	Orient International (Holding) Co., LTD
	Shanghai
	Chinese mainland capital
	273983

	10
	Intel products (Shanghai) LTD
	Shanghai
	USA capital
	260182

	Specific weight of Foreign capital enterprises in Chinese top 200 enterprises
	77%


Data source：The tabulation according to the Name List of the Biggest Export 200 Businesses 2004 published by Ministry of Commerce of the People‘s Republic of China, and related information.
· Has China become an economic power?
Beyond all doubt, China is head for wealthy and become a big country of consumes and some products manufacture places. However, China does not either an economic power or the world power country. China has 20.4% population of the World, but only has 6.5% in the world export specific weight. Import has 5.9%; in the same period, German has 1.3% population of the World, having 10% in the specific weight in the world exportation and the importation has 7.6%. (See table 7)

(1) The international competition ability rank.

In 2004 China’s competition abilities index ranked the 44th in the World Economic Forum announce of The Global Competition Ability Report, the business competition ability index ranked in the 46th. The International competition ability ranked the 24th in the published international competition ability article of the management school of IMD.⒀
Table 7 Economic indicator comparison among top 10 countries

 in the world import and export in 2004

Unit: Hundred Million USD
	Countries
	Export
	Import
	Population
	GDP/per person

(dollars)

	
	Rank
	Value

(hundred million dollars)
	Specific weight (%)
	Rank
	Value

(hundred million dollars)
	Specific weight (%)
	Total

(million)
	Specific weight (%)
	

	Germany
	1
	9148
	10.0
	2
	7175
	7.6
	82.9
	1.3
	32695

	USA
	2
	8190
	9.0
	1
	15264
	16.1
	293.5
	4.6
	39934

	China
	3
	5934
	6.5
	3
	5614
	5.9
	1296.5
	20.4
	1269

	Japan
	4
	5655
	6.2
	6
	4545
	4.8
	127.7
	2.0
	36575

	France
	5
	4510
	4.9
	4
	4641
	4.9
	59.9
	0.9
	32663

	Holland
	6
	3588
	3.9
	8
	3199
	3.4
	16.2
	0.3
	35416

	Italy
	7
	3461
	3.8
	7
	3490
	3.7
	57.5
	0.9
	29219

	UK
	8
	3456
	3.8
	5
	4620
	4.9
	59.4
	0.9
	35460

	Canada
	9
	3220
	3.5
	10
	2758
	2.9
	31.9
	0.5
	31209

	Belgium
	10
	3089
	3.4
	9
	2872
	3.0
	10.4
	0.2
	34244


Data source: according to (1) the published statistics of Customs General Administration People‘s Republic of China, see website : http://www.customs.gov.cn/tongjishujv/a/Page9.htm; (2) World Development Indicators database, World Bank, 15 July 2005, Total GDP 2004 and Population 2004, see http://www.worldbank.org; (3) World Economic Outlook database, April 2005, IMF data calculation tabulation.
(2) Foreign Investment.

According to the Chinese customs statistics, China’s foreign investment only has 3.62 billion dollars in 2004, does not arrive 6% of foreign Direct Investment. According to the Ministry of Commerce statistics, until the end of 2004, the Chinese accumulate was 37 billion dollars at the overseas investment, which is equal to 6% of her FDI. But USA accumulate was 9052.8 billion dollars at overseas investment, which is equal to 78.3% her FDI. Japan attracted FDI valued 6.3billion dollars and overseas investment was 28.8billion dollars.⒁
(3) Productivity.

At present, the total of crude consume is 2.3 times than the developed countries when producing a GDP unit. Unit product consume among eight high energy consuming including industry Steel, colored metal, electric power, and chemical engineering etc. is above 40% than average in the world. Unit construction area warm consume is 2-3 times than developed countries under equal weather terms.⒂ The industrial water repeat utilization ratio is about 15-25% lower than foreign advanced level. The mineral resource total rate of recovery is 20% lower than foreign advanced level. Extensive management type has not transformed by the root. Domestic sector productivity in different places is also different. For example, regarding the utilization of energy sources, using consume energy sources per producing 10 thousands Yuan output as a unit,  Shanghai has 0.583 tons/ 10 thousands Yuan, and western region has 0.947 tons/10 thousands Yuan, the western region consume is 1.63 times than Shanghai under the same production value.⒃
(4) Region Difference

GDP/ per person had risen from 223 dollars in 1979 to 1,268 dollars in 2004, but still after the 100th in the world. On the other hand, the local level of income is different. The average income per person is about 5,000 dollars in Shanghai in 2003, but western region is only 708 dollars. The former is 7 times as the latter. The object of the schemes “the 10th Five Plan” in Shanghai is to hit 54,000 Yuan (about 6,658 dollars), predict to achieve 10,000 dollars in 2010. However, the gap between western region and Shanghai will extend further. It is also disequilibrium between city and rural, although the gap between city and rural is contracting continuously in the eastern littoral provinces. Seeing for the national scope, the gap between city and rural is still extending. City and rural resident consumer expenditure ratio extended from 2 in 1983 to 3.4 in 2003, in which western region has extended to 4. See from the import and export, in the amount of exports top 200 and export top 500 enterprises, the eastern littoral enterprises respectively accounted for 83% and 82.6%, but middle regional and west regional business only shared 3.5% and 6.2%. See from foreign direct investment, it was 53.5 billion dollars in 2003, in which the northeast including 3 provinces had 6.3%, and the western region including 12 provinces only had 3.3%.⒄
(5) Foreign trade type

The Chinese eastern littoral has made use of the convenience transportation to develop the trade of processing with customers’ materials and processing imported materials since 1980s. This kind of commerce method has not transformed greatly in the past 20 years. The specific weight of processing trade in import and export aggregate is 47% in first half year 2005. (See chart 7) Amongst them, exporting processing trade exceeded 55% between 2002 and 2004. This type of processing trade that takes laboring intensive type also brought some problems at the time of creating employment as follows:
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Firstly, exaggeration the foreign trade value of China. The processing can be divided into two kind of processing: with customers’ materials and with imported materials. The former is that the other party provide the material or semi-product and we process them; procurement materials from domestic and the percentage of product complement from domestic enterprises are all lower. The latter is that we organize by ourselves in importing materials. We can only acquire the small amount of processing charges, it does not whatever method is using, because the technique content is lower in the supporting processing and processing and assembling. However, according to export statistics, the local custom doesn’t get rid of the import amount parts of an apparatus and components and add the export total as normal. Therefore, it means that over-estimate the export trade total, thus the import and export aggregate also is over-estimate. The “trade balance” that can not bring real benefit usually becomes a handle of the foreign trade protectionists attacking China.

Secondly, reduce service business in the specific weight in the national economy. In 2003 the first Industry (agriculture) had 14.6% in the Chinese GDP, the secondary industry (manufacturing industry) is 52.2%, and the tertiary industry (service business) was about 33.2%.⒅ In the developed countries, the specific weight of the tertiary industry in the GDP is over 60% in the early 1970s. In 1996, GDP specific weight of the servicing business increasing in USA, Japan, Brazil, and India is 71.4%, 60.2%, 56.5% and 43.0% respectively.⒆ China should have paid attention to develop no-pollution tertiary industry and high technology intelligent products in creating employment, because of her densely population and relatively lower resource occupation volume per person. But the tertiary occupation has been reduced, because the aim is developing the export processing.

Lastly, the result in wage growth speed slowness. The manufacturing of China is a link in the international transnational company product manufacturing, but the link of the assumption just simple construction, foundry, and parts of apparatus, therefore, the technique content is lower, and the added value isn’t high either. Thus the wage is difficult to have a significant exaltation. However, the farmers who have lower education level from the middle and west region has been inflowing toward the processing industry of eastern coast. It also enhances the lower salary. Comparing with the average salary scheme, the average wage of manufacturing industrial personnel including processing industry is lower than the average wage of national personnel.(see table 8)

In order to further clear this point, select five regions that the export trade method has the typical model character below, namely Guangdong, Jiangsu, Shanghai, Zhejiang, and Beijing as examples.
Huangdong, Shanghai, and Jiangshu are the regions that overseas-funded enterprise occupying an absolute quota of the exporting specific weight, and the oversea-funded enterprises had 62%, 63.5%, and 69.6% respectively in the export in 2003; there were further raise to 63.5%, 67.3% and 74.5% respectively. These three regional export trade methods were all regard processing trade as principle, namely the percentage of processing trade in the export aggregate in 2003 are 77.3%, 57%, and 61.9% respectively; these were 76%, 58.2%, and 65% respectively in 2004.
Table 8 Manufacture Industrial and the National Personnel

 Average Wage by Comparison (1978～2002)

Unit: Renminbi Yuan

	Year

	1978
	1980
	1985
	1990
	1995
	2000
	2002

	National average
	615
	762
	1148
	2140
	5500
	9371
	12422

	Manufacturing

	597
	752
	1112
	2073
	5169
	8750
	11001

	Lower than national
	18
	10
	36
	67
	331
	621
	1421


Data source: The tabulation is basis of the data from National Bureau of Statistics of China, China Statistics Almanac 2004, Table 5-24, China Statistics Press, 2005.
But, in Zhejiang province, its private capital economy was developed in history, its specific weight in the export of overseas-funded enterprises only had 31.4% in 2003 and 33.8% in 2004. So, the general trade has an absolute specific weight in export in Zhejiang, and both two years are up to 82.2% and 80.4%.

Beijing then regards state-owned business as principle, the state-owned business had 67.7% in the export in 2003, declining to 60.8%, and general commerce method was also declined from 67.7% to 57.8%. But, the processing trade increased from 30.4% to 35.8%. Get such impression here: the overseas-funded enterprises and processing trade exist a certain positive correlation relation, but the state-owned business and private business then exist the positive correlation relation with general commerce method.

See again the growth of the wage, from 1994 the average wage amplification of the state-owned and collective enterprise in the whole country was all higher than other unit personnel except 1997. The not state-owned and collective enterprises in the above-mentioned five regions have a lower wage than in the native sector personnel wage incremental average level. Particularly the Guangdong region of the processing trade developing, the wage amplification of the non- state-owned and collective unit is lower not only than native sector personnel average wage growth level, but only than other four regions and not state-owned and the collective enterprises average wage growth level in the national level. (See table 9)

Table 9 Eastern Five Provinces’ Personnel Average Wage Amplification in 2003
Unit: %

	Region
	Nominal Wage
	Actual Wage

	
	aggregate
	State-owned unit
	Town collective unit
	Other unit
	aggregate
	State-owned unit
	Town collective unit
	Other unit

	JiangSu
	16.3
	16.4
	13.9
	16.0
	15.3
	15.4
	12.9
	15.0

	Beijing
	15.8
	19.8
	13.2
	10.9
	14.8
	18.7
	12.2
	9.9

	Shanghai
	14.3
	14.9
	14.3
	12.9
	13.0
	13.9
	13.3
	11.0

	Zhejiang
	13.7
	19.7
	13.7
	8.7
	12.7
	18.6
	12.7
	7.7

	Guangdong
	12.2
	16.5
	9.7
	6.7
	12.2
	15.5
	8.7
	5.7

	National
	13.0
	13.3
	13.2
	10.3
	12.0
	12.3
	12.2
	9.3


Data source: The tabulation is basis of the data from National Bureau of Statistics of China, China Statistics Almanac 2004, Table 5-21, China Statistics Press, 2005.
Obviously, how to raise the accretion content of the manufacturing link, attract Research and development department of transnational company to transfer to the eastern region, and lead processing trade to establish the manufacturing in the middle and western regions and the transformation; how to strengthen the complement ability, constantly improve the independence and creative ability; how to gradually transform from processing to the generation design and set up own brand, make China become the manufacturing base of the global advanced technique gradually, all the above points should be considered by the Chinese constitutors.

The low productivity level, low wages level, low added value of processing trade method, and the rich and poor difference express the basic features that China does not get away from developing countries.

3. Is China moving forward toward a regional economic power?
Although, China is still a developing country, she is moving forward toward a economic power country in region. China has become a country not to be neglected country due to her expeditious economic growth. Particularly after WTO, the Chinese import proliferation becomes not only a few states and incremental engine in region, but also become the important power source of the world economic recovery under the world economy slump and region economic overcast stance. The Chinese state express that she will take the obligation of keeping the region peace and the boom.

(1) The Chinese national demand creates a new market for Asian and Pacific regions
Chinese domestic vigorous demand creates a new market for Asian and Pacific regions continuously. In 2003, her import from Asia region creased 42.4%, but export to Asia region increased 29.9%, and the adverse balance hit 50.32 billion dollars. In 2004 import amplification is still over export, and the adverse balance extended to 74.03 billions dollars. China has 10 major adverse balance source, 7 of them are in Asia. Among them the adverse balance of Korea hit 34.43 billion dollars, of Japan hit 20.86 billion dollars, and of ASEAN hit 20.08 billion dollars. Japan has already exceeded USA and Germany, becoming Chinese ultimate import source ground, but ASEAN and Korean then become the fourth and fifth import source. China’s import extremely increasing stimulated the regional economic growth, particularly stimulated the Korean and Japan national economic recovery. However, the growth of the energy needs in China also stimulated Middle East and the Gulf states to expand exporting to China, increasing to hit 48.4% and 62.7% respectively in 2004. China’s import from North America, Latin America, and Oceania also extends from 36% to 55%. (see table 10 and Chart 8)

According to the statistics of trade of the Japanese finance province, in 2003 Japan reduced 1.46 trillion yens in USA trade, but export to China increased 33.3%, plus the export growth to Hong Kong, 80% export is from China’s contribution. Japan raise 27.3% to the export to China again in 2004, instead of USA, China became Japanese biggest trading partner.⒇ Obviously, the economic growth of China rose to pull motion to use to the regional demand and the supplies. China brought new opportunity into Asian and pacific regions and global economy by her economic growth.

Table 10 China’s Import Source and Export Market Analysis Separately
by Continent and Region in 2004

Unit: Hundred Million USD
	Continent

（Region）
	Import source
	Export market

	
	2004

Import total
	Coincidence increment

(%)
	Specific weight (%)
	2003

Import total
	2004

Export total
	Coincidence increment

(%)
	Specific weight (%)
	2003

Export total

	Asia
	Total
	3695.3
	35.4
	65.8
	2729.3
	2955.0
	32.8
	49.8
	2226.1

	
	ASEAN
	629.8
	33.1
	11.2
	473.3
	429.0
	38.7
	7.2
	309.3

	
	Middle East
	224.2
	48.4
	4.0
	151.4
	213.5
	29.5
	3.6
	164.9

	
	Gulf six countries
	143.0
	62.7
	0.4
	88.1
	104.4
	29.1
	1.8
	80.9

	Europe
	Total
	890.4
	27.8
	15.9
	697.4
	1224.0
	38.8
	20.6
	882.7

	
	EU
	701.2
	28.8
	12.5
	530.6
	1071.6
	36.9
	18.1
	721.5

	American
	Total
	738.3
	38.8
	13.1
	531.9
	1514.8
	48.4
	25.6
	1100.2

	
	North America
	520.5
	36.0
	9.3
	382.6
	1332.4
	35.8
	22.5
	981.4

	
	Latin America
	217.8
	45.9
	3.9
	149.3
	182.4
	53.6
	3.1
	118.8

	Oceania
	133.3
	55.0
	2.4
	86.0
	101.7
	39.5
	1.7
	72.9

	Africa
	156.5
	87.2
	2.8
	83.6
	138.2
	35.7
	2.3
	101.8

	Total
	5614.2
	36.0
	100
	4128.4
	5933.7
	35.4
	100
	4383.7


Explanatory Note: (1) Gulf six countries include Saudi Arabia, United Arab Emirates, Oman, Kuwait, Qatar, and Bahrain; (2)EU figures in 2004 include 10 new joining numbers; (3)The accumulate figures and the total value have some discrepancies which are from the omission of two decimal points

Data source: The tabulation according to the statistics figure: Ministry of Commerce of the People‘s Republic of China website and Customs General Administration People‘s Republic of China website: http://www.mofcom.gov.cn, and http://www.customs.gov.cn.
(2) The submission of “the peace rising” principle

“Shanghai Forum”, “10+1” which are the political and economic district cooperation and the submission of “the peace rising” principle reflect China’s promise in facilitating the region peace and thrive of commitment and would like to take the responsibilities as a big country in region. China and ASEAN initialed an economic trade cooperation frame agreement in November in 2002, and trying to carry out a free-trade agreement completely in2015. 
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China and ASEAN leaders announced the coalition declaration in 2003, declare to establish the strategic partnership faced to peace and prosperous, the emphasis is to reinforce the politics, economics, social, security, and the cooperation from International and regional respect. In order to build up China- ASEAN free trade area as soon as possible, China reduced the product tariff. In 2005 Chinese import tariff reduced to 9.9%, among them industrial products’ tariff declined to 9%, and the agricultural products declined to 15.3%. China promised: from 2004-2006, about 600 kinds of products from 6 flourishing states of ASEAN’s tariffs will cut to Zero; and will carry out economic aid to Burma and Cambodia.

China and Thailand has already abated 188 kinds of products tariffs, which included vegetable, fruit etc., since 1st October of 2003, a part of free trade area started. Chairman Hu Jintao pointed out: China will continue strengthening the friendly cooperation with all countries, concentrate on the peace of the Asian and pacific regions and world develop. China is the positive force that supporting the world peace and facilitates forever. Premier Wen Jianbao proposed that the decided policy of China is to facilitate Asia develops and stabilize with peace in China’s Development and Asian rejuvenation at the same year. ‘Good neighbor’ ‘Safe neighbor’ and ‘Rich neighbor’ are an important strategic constitution part. All these expresses China is moving forward toward region power country, and is taking responsibility as a power country in region.

4. Obstacles and Countermeasures to the Dream of Great Power

The high increase rate in China for two decades makes more and more people believe that she will re-enter the row of the world big country. Some media even made predictions to the future trend of China’s economic development. Business week/United States reported that the spectacular rise of China is one of the great events in economic history. If the current rate of expansion continues, in a mere 10 years China will be the largest economy.(21) Eric Izraelewicz, the vice editor in chief of Les Echos (France Echos) think that China has woken up and she is changing the world; China will exceed the United States, becoming the number one economic entity in the world.(22)
However, should China become the powerful country in the world, the factors hindering its economic development cannot but be emphasized. They are mainly: officer's corruption, environmental pollution, energy bottleneck, problem of unemployment, income gap, regional difference, financial system, fragility of state-owned enterprises, the separatists’ activities in Taiwan, and increasingly serious trade frictions. If these factors keep growing without any limitation, every single factor may be the obstacle hindering China from turning into the powerful country of the world. According to the domestic situation, energy bottleneck, deterioration of the environment and corruption are the main factors. The first two factors have restricted the lasting growth of economy, but the third factor may result in the collapsing of the party in power and all efforts and achievements to the economic reform will be in vain. From the view of international situation, the main containments are from U.S.A.’s policy/strategy of containment and the increasingly serious trade frictions.

(1) Energy Strain
The particularly outstanding strain in energy is the shortage of coal, electricity, oil and water. The enlargement of economic scale, vigorous consumption demand brings the great increase in the import volume of grain and original material fuels such as crude oil, readymade oil, iron ore sand, plastics, etc. According to Chinese Custom’s Statistics, in 2004, raw materials which China imported increased by 36.4%; mineral products increased by 77. 4%, among which iron sands and other ores have increased by 106.5% and the fossil fuel have increased by 64.5% compared with the same period of last year. The original material fuel has risen to 20.5% in import proportion in the first half of 2005. (see table 11)

Table 11 The Proportion of Original Material Fuel and Increasing Scale in China’s Import Structure after the Accession to WTO (2002～2005)
Unit: %
	Year

Product Category
	2002
	2003
	2004

	Export Proportion of
Original Material Fuel
	16.8
	17.4
	18.7

	Increasing

Scale
	Crude Oil
	9.4
	55.1
	71.4

	
	Steel
	38.8
	61.6
	4.4

	
	Plastics in Elementary Forms
	13.7
	18.0
	31.5

	
	Iron Ore Sand and Concentrates
	10.6
	75.4
	161.0

	
	Readymade Oil
	1.4
	54.4
	57.7

	
	Unfound and found Copper
	26.5
	26.3
	37.9


Explanatory note: The original material fuel in the form includes the crude oil, steel, elementary form plastics, iron sands and concentrates, readymade oil, unfound and found copper. 

Data Source: The tabulation is basis of the adjusted data announced over the years by Ministry of Commerce of the People‘s Republic of China on its website.

The vigorous demand for fuel has stimulated the rise of the price of domestic coal, as well as the constant incidents of small coal mines. Coal accounts for a proportion of 75% in China’s energy consumption structure. 80% of coal, together with 60% of food, is transported by railway. The increasing production of them causes the great pressure and insufficient capacity of railway transportation. This pressure transfers to highway transportation, which brings the constant soaring of the highway freight rate and the great range of price increase in such agricultural and livestock products as grain, vegetables, meat, etc. Crops’ underproduction is also one of the reasons of farm products’ price increase. The cultivatable land for agriculture is reduced day by day due to the build of the expressway, the extension of the urban scale , the jumping on the bandwagon of the development zones, the ecological conceding land and the adjustment of production structure. The grain-production of China was 512 million tons in 1998. This figure dropped to 450 million tons in 2001 and further reduced to 430 million tons in 2003.(23)
According to the statistics of Ministry of Agriculture, from January to June of 2004, China exported grain for 10.62 billion dollars, increased by 10.7% compared with the same period of last year and imported 14.35 billion dollars, increased by 62.5% compared with the same period of last year, which result in 3.73 billion dollars’ adverse balance of trade. The import volume of corn and corn powder has increased by 368.9% in the whole year of 2004. China has already turned from net exporter of the grain into a net importer.(see Table 12 and Table 13)

Table 12 Grain Import and Export Quantity in China (2001～2005）

Unit: Ten thousand Tons

	Year


	2001
	2002
	2003
	2004
	2005

	
	Import
	Export
	Import
	Export
	Import
	Export
	Import
	Export
	Import
	Export

	Grain
	344.4
	876.9
	285.1
	1483.7
	208.7
	2200.4
	975.3
	479.5
	436.3
	573.3

	Rice
	29.3
	187.0
	23.8
	199.0
	25.9
	261.7
	76.6
	90.9
	22.4
	40.9

	Wheat
	73.9
	71.3
	63.1
	97.7
	44.7
	251.4
	725.8
	108.9
	276.7
	26.4

	Corn
	3.9
	600.0
	0.8
	1167.5
	0.07
	1639.1
	0.2
	232.4
	0.04
	493.2

	Barley
	236.8
	0.09
	190.7
	0.06
	136.3
	0.5
	170.7
	0.3
	135.7
	0.2


Note: (1) Rice including rice, rice flour, paddy and paddy seeds; Corn including corn, corn flour, other processing corn and corn seeds; Wheat including wheat, wheat flour and wheat seeds; Barley including barley, processing barley and barley seeds. (2) 2005 figure is the first half year 
Data source: The tabulation according to the prior years published accumulate from Ministry of Agriculture of the People‘s Republic of China website: http://www.agri.gov.cn /sjzl/jdsj.htm, Table 1-9.
Table 13 Grain Import and Export Value in China（2001～2005）
Unit: Million USD
	Year
	2001
	2002
	2003
	2004
	2005

	
	Import
	Export
	Import
	Export
	Import
	Export
	Import
	Export
	Import
	Export

	Grain
	635
	1103
	495
	1722
	458
	2671
	2232
	843
	966
	855

	Rice
	107
	333
	80
	385
	97
	502
	255
	239
	88
	136

	Wheat
	139
	105
	113
	132
	86
	325
	1650
	190
	608
	57

	Corn
	6.2
	626
	2.4
	1167
	0.7
	1767
	1
	326
	0.6
	629

	Barley
	382
	0.3
	291
	0.1
	268
	1.6
	321
	1.6
	266
	0.1


Note: (1) Rice including rice, rice flour, paddy and paddy seeds; Corn including corn, corn flour, other processing corn and corn seeds; Wheat including wheat, wheat flour and wheat seeds; Barley including barley, processing barley and barley seeds. (2) 2005 figure is the first half year 
Data source: The tabulation according to the prior years published accumulate from Ministry of Agriculture of the People‘s Republic of China website: http://www.agri.gov.cn /sjzl/jdsj.htm, Table 1-10.
The rising price of original material fuel and workforce makes the manufacturing and operating environment of the domestic appliance and automobile manufacturers become more and more austere, especially to those enterprises who have cut the selling price down to the cost price or with little margin. Not raising price means loss to them. However, competitions in their industry force those enterprises unwilling to raise price by a large scale. On the other hand, the overheated economy brings the tense supply of electric power. China's hydroelectric generation only accounts for about 7% among the energy-consuming composition at present. The generation of electricity mainly depends on thermal power. The strained supply of petroleum, coal results in the deficient supply of electric power

Since 2003, some big cities have to switch and ration the power supply in the power consuming peak time. Furthermore, the low energy utilization rate (energy utilization rate is1/4 lower than foreign countries) has exaggerated the consumption volume needed for economic growth.(24) The issue of energy bottleneck makes us have to review the essential terms for becoming a big manufacturing country and the way of trade relying mainly on processing trade

(2).
Environment

China’s economic growth is paying its environmental cost. China’s GDP increase rate was 9.5% in 2004, but the experts point out that the annual losses caused by environmental pollution account for 8-12% of GDP. In the second half of the 20th century, the cost which China paid for the natural calamity was up to RMB2500 billion. People have suffered the vindictiveness of the environment while destroying the environment: the excessive cutting down of ripe forest and ecological forest results in serious soil erosion and flooding; the excessive exploitation on mineral resources aggravates the disappearance of the forest and boosting of the desert even more. Desertification is developed at the speed of 2400 sq. km. every year, which accounts for 18.6% of the national areas. The degenerate cultivated land caused by desertification is up to 7.722 million hectares; more than 50,000 villages often receive the hazards of sand storms in the whole country and hundreds and thousands of peasants and herdsmen become ‘the eco-refugee ‘. In addition, over half of the 700 main river ways in the whole country were polluted at mid degree or seriously. The shortage of fresh water is aggravated even more by the destruction of 1/4 eutrophic water resources among more than 100,000 reservoirs and more than 20,000 lakes. According to reporters, the losses are up to 283 billion Yuan due to the water pollution, air pollution, destruction of ecological environment and natural calamity. In later 1990s, 6 cities in China were listed in the world rank of ten major polluted cities.(25)
Chinese Government issued The National Ecological Environmental Protection Outline in 2000, which establishes the ecological construction objectives in the new century, increases the safe problem of the national ecology to an unprecedented strategic height, makes a decision to manage the environment. Polluted degree improved for a time between 2000～2002, but rebounded in 2003. Some areas and enterprises ignored national benefit, social interests in order to pursue the local interest and immediate interest, using the behindhand crafts, wantonly discharging sewages, exhaust air to poison the environment. The chemical oxygen demand (COD) of water pollutant discharged in the whole country exceeded 62% of the environmental capacity in 2003; the emission of sulfur dioxide exceeds 81% of the environmental capacity. After promoting counties to be cities, the construction of basic environmental facilities in some local urban area is quite weak. According to 2004 Environmental Status Communiqué released by State General Bureau of Environmental Protection, among 500 cities in the whole country, the average handling rate of urban sanitary sewage is only 32.33% and the concentrates handling rate of sanitary sewage, in 193 cities, is zero. The innoxious handling rate of city’s house refuse is 57.7% on average and there are 160 cities whose innoxious handling rate is zero.(27)
It was usually northern area suffered from drought, southern area from waterlogged in the past. But the drought has appeared in the South now. In the autumn and winter of 2004, serious drought takes place in the South of China, which results in about 3.3 million hectares being destroyed, 2.57 million people suffering water shortage in Guangxi, Guangdong, Anhui, Hunan and other places. In Guangxi which suffered most seriously, 1100 reservoirs dried up, electricity generated by water reduced; 124,600 hectares of crops such as rice, sugarcane, etc. were absolutely failed. The tourism industry of Guangxi was influenced as well. The government had to try to move water from other places to Lijiang River in order to keep the sight-seeing ship voyaging in the river.(28)
Though, the climate changes in the South may be the influence of global greenhouse effects, the local environment of cities or regions can also be influenced by the increasing use of automobiles, motors, air conditioners; the unpurified discharge of exhaust gas, waste gas; the increase of coal productions, the carbon dioxide produced by burning without control; the extension of expressway, and the disappearance of tree strips on both sides of highway and the establishment of small power stations in towns and villages intercepting the rivers and lakes. People don’t feel that cold in winter, but hotter and hotter in summer.
The environmental directly influences the sustained economic growth. It impels us to review the modes of economic growth, which are whether to follow the traditional industrialized method of high investment, high consumption and high pollution or to follow a new pattern of industrialized method with high scientific and technological content, high economy profit, low consumption of resources, little environmental pollution and full play of human resources advantage.

It is obvious that Chinese Government keeps making great efforts to settle down the problems of destructions of the ecological environment. For example, it has reduced the area of desertification from the expanding of 3436 square km every year at the end of last century to the decreasing of 1283 square km every year through conceding the land to forestry, projects of ecological migration and planting trees. Desert land is reduced 7585 square km every year. The area of national soil erosion has been reduced from 3.67 million sq. remote sensed for the first time in 1990 to 3.56 million sq. km at present. The government has already put forward the slogan of ‘adjusting economic structure, changing the growing method’ at present. However, it is a long-term task to control the desert and soil erosion. There still are 2.63 million square km wideness and desert and 1.73 million desertification land.(29) The reasons of desertification mainly come from the direct harm done by man-made factors, such as over reclaiming land, deforesting timber, excessively pasturing cattle and horses, over mining ore, abusing water resource and etc. Poverty is a main factor to threaten ecological environment. Therefore, ecological environment protection needs not only to perform strict enforcement of law and strengthen education to enterprises and citizens, but also to combine the work to recovery of poverty.
Moreover, the environment problems in China not merely comes from domestic area, it also comes from the ‘foreign rubbish’ dumped into China by developed countries and regions. It is reported that there are 4000 tons of electronic rubbish emerging per hour in the world, mainly produced by developed country. 80% of the rubbish is transported to Asia, among which 90% is transported to China. Guiyu town, Guangdong deals with over one hundred tons of electronic rubbish from U.S.A., Japan and S. Korea and other places every year. It damages and hurts the local source of water, soil and human body since the primitive means used to dispose them are burn and buried. Nowadays, it appears that the electronic rubbish pours into China in a larger and larger scale, spreading from Guangdong to Zhejiang , Shanghai , Fujian , Shandong , Hunan and other places. Taizhou prefecture of Zhejiang is substituting Guiyu town, becoming China’s largest foreign electronic rubbish dump field. Solving the problem of foreign rubbish becomes top task of China. China issued a policy in 2004, which forbade the illegal electronic rubbish ship from entering.(30)
(3) Corruption

The corruption has become China's most serious problem at the end of 1990s. After entering 21st century, its development is controlled to some extent. The report, referred by Xiao Yang, president of People’s Supreme Court to National People's Representative Congress in March, 2003, pointed that the court has sentenced 83,000 corrupt officials altogether over the past 5 years. Up to 36500 corruption cases were investigated and prosecuted in the whole country from January to November of 2004. Up to 42000 persons were exposed, and 126 suspects arrested every day on average, exceeding 199 persons to that of 2003, The central authorities have already determined to adjust anti-corruption strategies now, turning from passive defense to active attack, from anti corruption by power to anti corruption by system and from afterwards supervising to supervising in advance, especially strengthening the supervision to leaders and keeping the education of the advancement of Communism within the whole party.(31) The measures to China's anti-corruption exist since ancient times and are put to a grand scale in recent years. Anti-corruption by system should first start with the cadre's choosing mechanism, start with the procedure of democracy in grass-roots units, making sure cadre's selection process is open, transparent and just. In addition, it is the necessary means of anti-corruption to prevent power from centralizing on individuals and to strengthen the opening of the news.

(4). Containment of USA
The development of China's economy has been influenced by U.S.A factor. all the time. Different views to China’s emergence, such as cooperation, exposed to, containing, etc. exists in U.S.A. all through the ages. Since ‘9.11’, Bush government put greatest emphasis on the national security. The so-called national security includes territorial security and economic security. With the enhancement of China's economic strength, the view of containing China will take the overwhelming place. This kind of view believes that U.S.A. can not accept the existence of a counterbalanced competitor if she wants to keep the only place of hegemony. The emergence of China is threatening U.S.A.’s dominant right in the Asian-Pacific area. Seeing from global strategies, intervention becomes very essential. The most effective means that may prevent China from becoming the powerful country is Taiwan issue, namely, maintain the division status of the two sides. Therefore, it is significant to solve the cross-Straits issue as soon as possible.
The reunification of mainland and Taiwan is intensifying and getting into a deadlock along with a series of Taiwan’s independence words and deeds after Chen Shui-bian’s coming into power. The only two ways to break this deadlock are war or peace. Peaceful reunification should be the best plan, which is to open dialogue channels of every level and to seek acceptable forms to both sides. For example laying the polity issue aside and beginning with economic integration of two sides of the Taiwan Straits. Namely the two sides can realize key elements flow freely between them, the integration of trade and investment through setting up the free trade areas or custom confederation of two sides, and therefore promote economic development of both sides of the strait, and then realize the integration of currency and social policy. Let Taiwan people gain benefits through the economic and trade mobilization of both sides. They can know the beautiful landscape of their motherland and understand the nation’s centuries-old history and current development of it through the key elements mobility, and thus the identification of maintaining the integrity of territory is strengthened. The successively visits to mainland by such personages as Lien Chan, president of the Kuomintang, Song Chuyu of People First Party, etc., give the compatriots on both sides of the strait hope of the peaceful reunification.
The United States is the key in dealing with relationship between China and the United States. Chinese government always appeals that common interests is the basis for the relationship between China and U.S.A. For economic concerns, the depending relationship between USA and China is deepened day by day with the development of bilateral trading relationship. The Sino-American trading quantum has risen from 2.4 billion dollars at the end of 1970s to 169.6 billion dollars. USA has been China’s second biggest trading partner and China has already become the third major trading partner of USA. More than 70% of the 660 billion dollars’ foreign exchange reserves has bought the national debts of the United States. The two parties both need the other’s market to develop its own economy. In terms of politics, there is a great need for the extensive cooperation between countries to deal with the overflowing of terrorism, the pervasion of weapons of mass destruction, the increasing destruction of environment and the wreaking havoc of new diseases. Hence, it is important to abandon the Cold War mentality and establish the new security view on big countries’ cooperation and the view of developing together.

（5）Trade frictions 

With China’s swift and violent growth of export since the WTO accession, the trade frictions between China and other countries increase thereupon. China’s statistic data of the great favorable balance of trade becomes the main reason that made other countries’ trade protectionists ask their government to limit trade with China. Some protection mechanisms allowed to import countries by World Trade Organization are frequently used. China became the biggest victim of anti-dumping, encountering 584 foreign antidumping cases in June, 2004. Besides, other trade barriers, such as technology trade barrier, are being adopted constantly. According to the data produced by some Chinese research institution in 2002, the technology trade barrier influenced 71% of Chinese enterprises and 39% of products in various degrees.(32) Analyzing the frequent export limitations experienced by Chinese products, it can be seen that besides the resumption of new international trade protectionism and the abuse of trade protection measures, one of the main reasons is the cost advantage of Chinese products which is far lower than the cost of other countries’ products. The low cost of products is gained not only from the enterprises’ system of low wages and low technology content, but also from the expense of environment destruction and unordered competition between enterprises. In 2005, the friction becomes more and more serious with the cancellation of international quota to international textile trade. The United States and European Union set unilateral limitation on textile one by one. Besides some textile manufacturers from countries in Latin America force their government to take out the countermeasures, for example, requiring Chinese government to control export automatically. The trade friction between China and Europe has been solved by negotiations, but the one between China and the United States has not been solved yet.

Cancellation of the textile quota of developed countries is considered as a give-and-take conditions to China’s cutting down tariffs on a series of goods and opening the finance, insurance, service markets successively according to timetable after China’s WTO accession. China fulfilled its commitment after entering WTO, however, developed countries did not. On the contrary, they set limitations using the protection mechanism of WTO. In order to keep the steady growth of Chinese textile on the USA and Europe market, China has successively added pertinent export duty twice to its own enterprises. But such good will and sincerity have not been understood and valued by countries like U.S.A., etc.

In terms of international division, U.S.A. advocates free trade all the while after World War 2. Free trade is originally set up on the basis of international division and mutual reciprocity and mutual benefit. Two decades’ trade development between China and the United States has already formed industrial division, among which United States has advantages in markets with high technologies, and China has gained advantages on textile and clothing market. The China’s export of textile only accounts for about 15% of China’s total volume of export at present, and China’s textile export to United States only accounts for 6% of total volume of export to United States. As the products of low end, the profit of Chinese textile export is very low. Chinese enterprise can only gain 10% of its real profits, 90% of which are gained by American importer and retailer. The good and cheap textile and clothing has reduced American consumers' family expenses greatly. It is not merely Chinese side that is harmed by limitation on textile. The United States is also harmed by it. The behaviors of United States which are harmful to others but not beneficiary to its own make people believe their flag of ‘Free Trade’ is only used for opening other country’s door.
In any case, in the face of the situation that trade protectionism of foreign countries prevails day by day, enterprises of China should consider evading frictions and the countermeasure to the frictions occurring. The following suggestions are proposed for this purpose:

(1) Bringing trade organizations into play. Trade organizations should turn from simple quality control - money charging, discussing awards to the study on overseas market (includes the study on ‘normal price’ while dumping), setting criteria to enterprises’ behavior (give warns publicly to persons who demand a lower price wantonly or who offer low quality ), offering information (include pre-warning ) or advice, strengthen the study on sensitive products, and make extensive research on the export markets of such products that may easily suffered from anti-dumping as textile, steel, automobile, domestic appliance, furniture and shoe. The focal points of the study includes pricing of the same products in the importer countries, production scales, degree of accepting attacks, possibility of initiating the anti-dumping research and related information of likely products from other exporters. Thus, the government makes tariff scale accordingly and maintains fair competition by preventing behaviour of demanding great lower price than foreign market price from exporting.

(2) Change the main ways to participate in international division. Enterprises in China should turn from producing low cost products with absolute advantage to producing new high-tech products with comparative advantage gradually, and transfer from simple price competition to the quality competition, brand competition, and turn from importing the products to investing abroad, through which drives the exports. All these need technological innovation. No matter export leading strategy, or enterprise's 'Go-Out’ strategy, should all base on technological innovation which includes innovation of technology, products, management, organization, and market. Meanwhile, attentions should be paid to protecting the reputation of enterprises with famous brand, including the strengthening of guide to public opinions and the protection of intellectual property right.

(3) Narrow down the regional difference and enlarge domestic demand. The dependent degree of China’s trade is more than 70% (notwithstanding processing trade has increased the total import and export volume, which makes trade dependent degree improve correspondingly). As to a big country, a high trade dependent degree will influence the stability of national economy, and must cause the constant foreign trade frictions. China, with 13 billion people, has great domestic demand potentials, but middle and west’s underdeveloped undermines the purchasing power. China has been hoping to change the poor appearance of west through introducing the direct foreign investments all the while, meantime, the country strengthens the investment in western infrastructure construction in recent years, but the solution to the development in western area must rely on the country’s own investment. Besides encouraging the private enterprises to invest through the preferential policies, whether the government can, on the basis of planning of each western province and municipality, programme the western area through setting up special fund, encouraging the universities, R&D institutions to set up the seminar making further investigation.

(4) Expand promotion of public opinions. Besides the Cold War mentality or some individuals’ ulterior motives, "theory of China threat" in the international world and some negative report are the result of unfamiliarity of China’s situation, culture, history, current situation of development and government policies. Hence, it is important to expand propagation and help the relevant people to understand China. The media should pay attention to strengthening the propagation in the countries where Chinese are assembling and trade friction occurs, for example, establishing free newspapers and periodicals facing to citizen in America and Europe, the content of which should include both the local news, and news in China, government's domestic and international policy. Meanwhile, it should strengthen the relations with big enterprises in China, the friendly group from the importer, Chinese community, and make it play the positive role which alleviates the conflicts taking place in trade frictions.

In sum, (1) China's economy is being developed fast, marching towards the regional economic giant, but China is not yet a powerful country. Low salary, low labor productivity, low value-added processing trade indicates China is still a developing country. (2)The processing way of trade in foreign trade does not merely over-evaluate China’s export trade, and also hinders the increase range of salary and improvement of average technological level in manufacturing industry. How to promote the technological content of processing trade and added value, how to turn the steps from Original Equipment Manufacturing (OEM) to designing and even developing own brand, which promote China to become gradually the manufacturing base of global advanced technology are the questions that should be considered by China’s policy makers. (3) There is still a long way to go for China to become great power. In terms of domestic situation, a good solution to the fairness problem of allocation will not only benefit the expansion of domestic demands and the reduction of trade dependent degree to the outside as well as trade frictions, but also benefit the stability of regime and security and unity of the country. Moreover, the improvement of environment is favorable to economic continual development. For the international aspect, it needs intelligence and patience to manage relationships between China and United Stated. The international relations, in fact are interests relations, therefore Sino-US relationship should be set up on the basis of common interests.
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Chart 6 China’s import businesses character after WTO

38.8

54.3

3.2

34.5

56.2

6

31.4

57.8

7.5

31

57.3

7.9



Sheet1

				2002		2003		2004		2005.1-6

		国营企业		37.7		31.5		25.9		23.6

		外资企业		52.2		54.8		57.1		57.2

		私营企业		4.2		7.9		11.7		14

		年份		2002		2003		2004		2005.1-6

		State-owned enterprises		38.8		34.5		31.4		31

		Foreign Capital enterprises		54.3		56.2		57.8		57.3

		Private enterprises		3.2		6		7.5		7.9





Sheet1

		2002		2002		2002

		2003		2003		2003

		2004		2004		2004

		2005.1-6		2005.1-6		2005.1-6



国营企业

外资企业

私营企业

入世后中国出口企业性质变化图

37.7

52.2

4.2

31.5

54.8

7.9

25.9

57.1

11.7

23.6

57.2

14



Sheet2

		2002		2002		2002

		2003		2003		2003

		2004		2004		2004

		2005.1-6		2005.1-6		2005.1-6



State-owned enterprises

Foreign Capital enterprises

Private enterprises

占总进口额比重(%)

图4 入世后中国进口企业性质示意图
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Figure 2   China's degree of depdendence upon foreign trade Sktech map(1980-2004)
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