
- 5-

2.0 FUTURE TRADE OPPORTUNITIES IN CHINA

S§ynopsis

China's international trade bas increased substantially since an
ambitious series of economic ref orne vas begun in 1978. Urban ref orms
introduced in 1984 encourage more market-oriented operations by many
industriel sectors, aithough energy and transport are among several key
sectors iehich remain under state planning control.

Infrastructure bot tlenecks are to receive part icular attention during the
Seventh Five Year Plan (1986 to 1990). Between 1986 and 2000 China le
expected to invest from $140 to $ 200 billion iu the power sector. China
iacks the capacity to manuf acture ail the power systems equipuent needed and
also the technologies for large generat ion plant and EHV transmission. Bence
it is importing equipment on a substantiai, scaie and is seeking associated
technology transfer as a componeut of major contracts.

Statistics Canada data indicate that total Canadian exporte to China bave
averaged $1.3 billion anuuaily oerer the past f ive years, priuarily for wheat,
minerai aud fores try comodities * Canadian exporte of power equipueut to
China bave been modes t.

Increased off iciel contacts betueen Cbiuese and Canadien power
authorities and recent technical assistance programsi supported by CIDA and
Externai Mffairs bave Lmproved Canadian prospects for vinning considerably
more orders in the years aliead. Au overview 18 also, provided of Canadian
prospects in the agriculture, fores try, mining, oul and gas,
telecomeunications and transportation sectors.

2.*1 OVERVIEW 0F CgINA' S, ECONONy

China's uneven economic perf ormance, as ref lected by the growth in GNP
over successive five-year plans since 1953, is illustrated in Figure 1.

Following establishment of People's Republic of China in 1949, rigidities
sOon set in. One of the more serious was a price structure that bore littie
relation to the supply of and demand for goods and services. The dislocation
caused by the Great Leap Forward (1958 to 1960), the suspension of Soviet aid
in 1960 and widespread disruption caused by the Cultural Revolution (1966 to
1976) all contributed to slowing down technological development in virtually
all areas of industry. This series of destabilizing events, coupled with
Pohicies that placed excessive emphasis on the development of heavy industry,
has lef t the country with power shortages which will persist until the end of
the century, serious weaknesses in transport and communications, and a lack of
well-trained managers, technicians and planners. Although China is still very
poor (per capita income was US$300 in 1980), the country has made significant
progrese in easing widespread poverty and in providing better health care and
nutrition for its people.

To combat the above problems and to achieve a higher overaîl level of
prosperity, an ambitious series of economic reforms was begun in 1978. In
rural areas, private leasing has replaced the commune system, contracting has
replaced mandatory production quotas, commodity prices have been allowed to


