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Chairman, Ladies and Gentlemen,

I am greatly honored to take part in the World Services Congress hosted by The Hong Kong General Chamber of Commerce and Hong Kong Coalition of Service Industries. On behalf of Minister Zeng Peiyan of the State Development Planning Commission, I would like to congratulate the opening of the congress, and to give all of you a brief introduction of the current development of China’s service sector.

Since the start of China’s economic reform and the opening of its markets,  China’s economy has been mushrooming . The GDP has been growing at an impressive fast pace. The service industry has also been performing well. In the 1990s, the service sector grew at an average annual rate of over 9%. Currently, in China’s GDP of 9 trillion RMB, the service sector accounts for 33.2 %. The sector employs nearly 200 million workers, or 27.5% of the country’s workforce. During the past decade, China’s passenger traffic rose 6.7% on average annually. The freight business recorded an average 18.2% rise in gross turnover per year. Annual surge of cargo throughput at key coastal ports was 10% on average. The telecommunications industry showed an improvement of 45% annually on average. Wholesale and retail trade and the catering sector grew at an average annual rate of 14.2% and 24.5% respectively. Total foreign trade grew at an average annual rate of 15.2%. The number of tourists escalated 10.4% annually on average, savings of China’s residents 24.8%, value of the securities market 96.7% and insurance premium 38.7%. On top of these, we have also gained remarkable progress in such areas as education, cultural, health care, sports, real estate and agent services.

Earlier this year, China released the Tenth Five Year Plan for boosting its national economy and social development. China’s first five year plan into the new century, it marks the beginning of our third strategic phase of modernization, and is the first five year plan introduced upon the establishment of the socialist market economy. The plan sets a new target for the development of services in the country. Within the five years ahead, China’s service sector is projected to grow at 7.5% annually on average, and by 2005, raise to 36% of the GDP. The number of service sector practitioners will increase 4% per year on average, with an progressive expansion of 45 million for five years, or 33% of the total workforce.

In the coming five years, China will continue to optimize its socialist market economy by gradually building up a standard, transparent and well-regulated market access system for the service sector. To encourage investment in services, the Chinese authorities will ensure national treatment for investors in areas such as market access, land use, credit, taxation, IPO financing and imports and exports. The government will also accelerate the pace of reform and restructuring of State-owned Enterprises (SOEs) while introducing corporate reforms in medium-sized and large enterprises. Through imposing rules and regulations on listing, joint venture and purchase of shares, China aims to transform a lion share of SOEs into limited liability companies or listed companies with shares owned by various parties. We will diversify the investment channels for the service industry and expand credit support for the sector. The government will also motivate qualified services firms to seek financing in the capital market via IPO listing, issue of corporate bonds, setting up of investment funds, project financing, asset restructuring and exchange of equity. In addition, it will speed up the pace of urbanization, enhance its residence regime, and establish an open, competitive labour base comprised of workers from both the urban and rural areas with a view to enable better market conditions for services.

In the next five years, China will implement effective policies to drive the development of its communication, tourism, real estate, transportation, insurance and financial, community, cultural and sports sectors and related agent services.

China’s travel industry has been a new focus of economic growth, as reflected by the increasing adoption of travel services during holidays. As such, basing on market demand, China will proactively exploit resources to strengthen the tourism and transport infrastructure, build complementary facilities at tourist spots, and upgrade travel services.

China’s real estate sector is experiencing a tremendous progress. China will therefore carry out reforms in the rural and urban residential areas, for example,  setting up a financing mechanism to provide housing credit facilities. This is also expected to help promote property development, sales and management of buildings, renovation, consultation, valuation and agent services, among others.

China’s communication industry provides enormous market potential.  At present, China’s overall phone penetration rate is just 23%, despite the fact that it ranks the first in the world with a mobile phone user base of 120 million. By 2005, the figure is estimated to be 520 million and the rate of phone penetration will increase to 40%.

China’s financial services are undergoing innovative changes. Commercial banks will further expand their credit business, including the introduction of worldwide services. More corporate investors will participate in financial activities of the country and more regulations will be introduced regarding operation of the securities market. The formation of a variety of insurance firms and intermediary organizations will add momentum to the insurance market. The channel for investment of insured capital will be widened, further expanding the scale of the insurance market.

Moreover, more and more agents will provide independent, objective and fair services. China will have upgraded consultation services for the accounting, asset valuation, project management, law and marketing research fields. It will also have more comprehensive intermediary services for the commodity, capital and human markets, thus offering more choices for consumers.

To improve services trade and transportation, China will leverage modern management skills and techniques to roll out new business models, like chain operations, logistics and e-commerce.

The Chinese government will provide improved public services to enhance the living standard of its citizens. These include urban transport, environment protection, heat and water supplies, education and cultural activities, broadcasting, sports, medical and community services.

China will step up the development of services in the rural area by promoting the wider use of technology and financial services, lifting agricultural production and mobilization, encouraging innovation in agricultural services and training professionals and agent teams in this respect.

Ladies and Gentlemen,

China’s services is the first sector that has been opened for foreign countries. The first joint venture is Jian Guo Hotel in Beijing. After reform and liberalization over the past 20 years, the sector is increasingly open and has built a close link with foreign countries. Today, 191 organizations run by foreign banks and 224 representative offices of foreign banks were established in China. 32 foreign banks are allowed to operate RMB business. In the insurance field, 21 foreign insurance firms are allowed to operate in China. 112 foreign insurers from 19 countries have set up 199 representative offices in 14 main cities, which also operate pilot projects in securities, tourism and communication services.

Upon its entry into the World Trade Organization, China needs to comply with its WTO commitments to enlarge market access of its service sector in accordance with the WTO rules. By then, China will further open up its banking, insurance, telecommunications, foreign trade, commercial and travel sectors, and strengthen foreign cooperation in the service industry.

Growth of services inextricably relates to the construction and sufficiency of infrastructure. In the coming five years, China is committed to building more infrastructure, which will in turn create an conducive environment for the service sector.

Construction of roads is a major part of enlarging the national highway network, in particular the high standard road facilities in the western region. By 2005, 0.2 million km of roads and 10 thousand km of highways will be built. They will respectively increase the total mileage of the former to 1.6 million km and the latter to 25 thousand km.

Similarly, construction of railways will further improve the existing linear technology and raise the speed of trains. With advanced technology, the Chinese government will link the high speed rail systems of Beijing and Shanghai. By 2005, the total mileage of railways under operation is predicted to reach 75 thousand km and 7,000 km of new railroads will be built. 3,000 km new double lines and 5,000 km electrified rails will be added to the existing network. In large cities like Beijing, Shanghai, Shenzhen, Guangzhou, Nanjing, Tianjin, Wuhan, Chongqing and Zhangchun, China will push forward new underground rail and urban road projects.

China will strengthen the container transport systems in major coastal hubs, construct professional handling systems for bulk cargo and main port routes, and build an international shipping centre in Shanghai. By 2005, the number of deep water berths of coastal ports is expected to reach 800, of those 150 are newly-built.

For aviation, China will continue to complete its main and subsidiary airports network and raise the standard of aviation management, in addition to building a batch of branch airports. By 2005, China is expected to have 150 airports under operation.

Data infrastructure is indispensable for bettering the communication network. Apart from increasing communication capacity and transmission speed, China will also build a high speed broadband network and a third generation mobile network to cope with changes.

Ladies and Gentlemen,

In the first half of this year, China’s GDP is able to reach the expected 7.9% target. In the next five-year period, the Chinese economy is set to skyrocket, so does its service sector. The huge services market of China will surely further open up. We sincerely hope to enhance cooperation and exchange with foreign countries to facilitate further growth of services around the world.

Lastly, I wish the congress a big success.

Thank you.
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