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1.  China Business Environment  

Chapter one introduces the Chinese business environment 
as it stands at the beginning of 2017. We chart how China 

worthwhile investment.

when deciding where to enter the Chinese market.

macroeconomic trends that are transforming the Chinese 

We then move on to examine the government’s 

China hopes to take the economy to the next stage of 
development.

the network of support that is in place across China and 

also include examples of events organised by CBBC and 
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Nominal GDP (Current USD, bn)A Rise to Prominence 

It has been almost 40 years since the 
beginning China’s ‘reform and opening 
up’ policy in 1978 propelled it into a 
period of the most rapid economic 
growth in world history. This period has 
seen China average nearly 10% growth in 

a peak coming in 2007 at an astonishing 
14.2%. China is now the second largest 

projected to overtake the United States 
by the middle of this century. 

These changes have secured China’s 

the Asian region and wider world. 

1.1 China in 2017
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A “New Normal”  

China’s economic growth rate has begun 

in some quarters. In 2016 China posted 

Li Keqiang told the legislature that the 
target for this year would be “around 
6.5% or higher if possible”.  

government presents this as part of 
their plan to rebalance its economy 
away from investment and export-led 
growth. This is what it calls a “new 
normal” – of higher-quality growth for 
the long run – in exchange for which 
China is willing to accept lower overall 

expand by the economic equivalent of 
Switzerland every year.

boomers causing a decreasing working 

move away from labour-intensive 

will seek to rebalance towards a more 
highly mechanised and service-oriented 

added emphasis on environmental 
sustainability.

China Driving Global Growth

is huge. While China only makes up 

Council pointed out in a January 2017 

economic growth1. 

It is worth remembering that because of 

slower growth today actually represents 
a larger impact on global GDP than 
faster growth in previous years. In 

annual increase in GDP of USD 300 

represented nearly USD 800 billion 

absolute growth than 2006. Although 

the bigger China is the more purchasing 

China is now too big and important a 

with a global view needs to make an 
assessment about if and how to engage. 
CBBC hopes that this Handbook will 

enable you to make best use of the 

and every company with a global view needs to make 
an assessment about if and how to engage. 

1 
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Though everyone is aware of the rise 

it is important to understand that 
China is not just one market. China’s 

industry mix and overall development 

relevance to your business.

Various factors including geographic 

the “Opening Up” policies favoring 

in China. Coastal provinces have also 

for urban development.

The map on this page compares 

with the darker more developed areas 
along the eastern seaboard. 

In order to address regional economic 

in recent years announced policies 
such as “Go West” and the more 

from wealthy coastal areas to poor 

the brain drain that the wealthier 
regions cause.

Recent years have seen some nascent 

emergence of two growth areas – one 

another encompassing the western 

been devised to classify them. 

infrastructure development and 
commercial vitality are standard 

1.2 Breaking Down the China Opportunity by Region

1 
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China has three main mega-urban 
zones in its eastern regions: the Jingjinji 

and the Pearl River Delta.

The Jingjinji Megalopolis

and Tianjin with Hebei province into a 
single megaregion in northern China. 

million; 

kilometres);
•  GDP accounts for 10% of China’s 

total; 
•  By 2020 the area will have the 

reaching a capacity of 2 billion tons 
and a container loading capacity of 
300 million;

industry; Tianjin is focused on 
the development of advanced 

and Hebei is taking steps to transfer 
parts of industry from Beijing 

The other two more mature mega-
regions have been the major engines of 
China’s recent economic growth. 

The Yangtze River Delta is centered 
around Shanghai and spans across the 

Zhejiang and (is now expanding to) 
Anhui province. 
•  Home to 156 million people;
•  GDP accounts for 20% of China’s 

total; 
•  Responsible for 1/3 of China’s 

imports and exports;

Development and Reform 
Commission) released a blueprint  
for developing the Yangtze River 
Delta into a “world-class” cluster of 

The Pearl River Delta consists of nine 

and also encompasses Hong Kong and 
Macau. It was the earliest region in 

China to open up to foreign trade and 
investment in the late 1970s.
• Home to 120 million people;

Guangdong province accounts for 
12% of China’s total;

•  Enjoyed a GDP per capita of 

average; Exports account for roughly 
27% of China’s total;

direct investment;
• Serves as manufacturing base for 

its industrial clusters from food 

While these three major regions are 
the centres of commerce and wealth 

that China’s other regions have their 

generally the inland and less developed 

companies with a long term view 
may look at them as places of great 

for manufacturing in labour intensive 
sectors.

million
people156

Yangtze River Delta

million
people120

Pearl River Delta

Jing-Jin-Ji
million
people100
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The Chinese economy is now well 

normal”. The changes being made in 
the country’s economic policy and 
structure have led to the emergence 

economy. Whether they pertain to new 

keeping abreast of the impact of these 
trends is useful to companies seeking 
to do business in China. 

China’s Imports & 
Important Drivers

Following a long period of increasing 

by 5.5% in real terms in 2016. One 
driver for this is the move towards 

has contributed to the slowdown in 

imports are also being replaced by 

produced goods2

mixed picture and there are many 

seeing strong demand for imports. 

ensures that it has a huge market for 

sectors with strong demand in 2017 for 
the Chinese consumer:

  With an increasing number of 

retail market is expanding. China’s 
retail sales of consumer goods grew 

goods market in the same year 
(£388 billion)3. 

  Mintel research reveals that Chinese 
consumer trends in 2017 will see 
an increase of more spending on 
living a higher quality lifestyle. 
Consumers are increasingly focusing 

with organic and healthy foods 
seeing a rise in popularity. As a 
result of rising concern over child 

for their children. Higher sales of 
vegetables are also an indicator 

are seeing rapid growth – with 
19% of Chinese consumers in 2016 
reportedly using them. 

  Smart devices have already begun 
to enter people’s homes and 
consumers are now looking for new 

make their lives more comfortable. 
This is especially true of the older 

with smog reducing technology and 
smart skyscrapers. Pop-up stores 

new trends predicted to become 
even more prominent in 2017. 

automated services will see further 
development in 2017. China’s 
consumers have been adept at 

and with importance placed on 

food services). Consumers are 
increasingly interested in virtual 
reality and augmented reality 

entertainment.

2

3

1.3 Chinese Economic Trends
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the Internet
  Another key trend is rise of the rural 

consumer. Internet user growth 

urban areas and there is now high 
priority placed on the development 
of infrastructure in rural areas by 
the Chinese government. According 

will only account for 11 million of 
the 160 million new Internet users 
between 2015 and 2018. With 

and the rural consumer will be an 
important area of growth in 2017.  

tastes. Overseas travel shopping 

with an increase in cross-border 

travel is expected to become more 
fashionable with large government 
investment over the next three 
years.

Below are some examples of key 
drivers which we see will have a major 
impact in industrial sectors in 2017:

strategy is to enhance support 
for agricultural environmental 

quality of agricultural products. 

smart agriculture (Internet of 
Things in farming and agricultural 

agricultural technology.

• New Energy

energy supply to quality of energy 

invest nearly £300 billion by 2020 on 

power and hydro power receiving 
the majority of the investment. 
The government’s newly published 
Energy Development Plan4 indicates 

the government’s geothermal 
development plan. 2017 is also 

usage of biofuels and new energy 
automobiles in China.    

  Infrastructure remains one of the 
main engines of economic growth. 
Both well-developed coastal 
provinces and underdeveloped 
inland provinces are receiving 

of their key focuses for 2017). 

are among the top provinces for 
infrastructure investment5. It is 

investment will grow at a pace of 

worth £1.9 trillion6.

it has a huge market for UK exporters. 

4  
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Liberalising Foreign 
Investment Rules

A major development in foreign 
investment law was the approval 
of amendments to the law on 
Wholly Foreign Owned Enterprises 

what businesses UK companies can 
operate. These amendments replace 

government completed a one month 

version of the

7

for foreign investors to tell which 

which had already been in place 
in the pilot free trade zones of 

incoming investment by use of a list 
of sub-sectors where investments not 

Gao Hucheng stated that the 

government would ease investor 
access to the services sector and 

further underlined in a circular 
released by the State Council in January 

that are necessary for the development 

from favourable corporate income tax; 

western and north western China will 
also have an advantage in capital and 
land policies.

Chinese Outbound 
Investments

China’s outbound investment has been 
growing rapidly to an extent where it 

outbound direct investment soared 
by 44.1% to $170 billion (around £136 
billion). 

recipient of Chinese direct investment 

investment in Europe. The UK alone 
received $9 billion (£7.2 billion) of 

Chinese investors are increasingly 

liberal economic system and business 
environment. 

China and the UK’s trade and 

increasingly close due to a high level of 
complementarity of the two economies 

two governments. Chinese investment 

of big deals have been announced or 

including the Hinkley Point nuclear 
power project.

vibrant UK economy. The investment 

science and others. 

assets such as European football clubs 
and movie studios rose by 46% to 

10  
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the turn of the year to reduce renminbi 

with regulatory hurdles in other 

modest numbers in the near future10. 
This has led to a drop in Chinese 
outbound investments in early 2017.

China is forecast to become one of the 
world’s biggest outbound investors 

assets reaching nearly $20 trillion 
(£16 trillion) 11

investment but also from investment 
into third markets through partnering 

companies. With the development 

encourages Chinese enterprises to 

companies of all sizes to partner with 

do so for the foreseeable future.

The World Bank has considered 
China an “upper middle income” 

income (GNI) per capita. In order to 

status China must buck a trend which 

has seen only 13 out of 101 middle 
income economies in 1960 make that 

12.

to 2020. One of its explicit aims is to 
take appropriate measures to avoid 

this will need to be done by directly 
addressing issues such as the country’s 
massive private debt. At the same 

value market13.

Rising labour costs coupled with an 

challenges the Chinese government is 
trying to tackle. Cheap labour has long 

and has contributed to a model which 
has seen China become the choice of 

factory to the world”.

labour costs are eroding China’s 

Southeast Asian economies such as 
Thailand and Vietnam emerging as 

economy’s dependence away from 
the manufacturing sector and towards 
a model based on services and 

some of the ways in which China is 
trying to do this.

10  

11

12

13

China is forecast to become one of the world’s 
biggest outbound investors by 2020
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China is a country where Five-Year Plans 
and big macroeconomic policies have a 
clear impact on the way that companies 

will outline the big policies which are 

for the coming years. The 13th Five-Year 
Plan provides the overbearing roadmap 
for China’s economic future. 

plan for China to reconceive global supply 

own image. Made in China 2025 on the 

to move away from being  the source 

towards “designed in China” and high end 
manufacturing. 

Five-Year Plan

China’s 13th Five-Year Plan (2016-2020) 

in March 2016. The plan comes at 

period before China reaches its 2020 
deadline for achieving a ‘moderately 
prosperous society’ – and it reveals how 
the government is planning to relieve 
the numerous pressure points on the 
economy. 

The government has set a target to 
achieve at least 6.5% average annual 

it hopes to double GDP and per capita 
income as compared with 2010 levels. 

Although the 6.5% target is much lower 
than the nearly 8% in the previous Five-

of medium-to-high-speed growth and 
remains higher than that of all other major 
economies.

This suggests that the government 

  

1.4 China’s Big Policies
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‘Supply-side reform’ is one of the key 
phrases in the new plan. It is best 

overcapacity.

It includes restructuring many state-
owned ‘zombie’ enterprises (so called 
because they rely on government support 
and subsidies to keep them alive); 
enforcing mergers and close-downs and 

whom the government has introduced a 
£12 billion redeployment fund.

should increase to 2.5% (from less than 
2.2% in 2015) and that accounted for by 
science and technology to 60% (from 55% 

established by 2020.  

Further aims include removing 

Chinese industry in concert with the 

Alongside the measures to improve 

the new plan. This includes investment 
of ¥800 billion (around £80 billion) on 
railways and ¥1.65 trillion (£165 billion) on 

pipelines and further urban transport 
infrastructure projects.

Targets set for the end of 2020 include 
the building of 50 new civil airports; the 

more than 3 million residents.

 ‘Environmental sustainability’ has become 

and the government promises to take ‘the 

to achieve a number of goals. These 

the amount of ‘good air quality days’ 

industries and some of those with 

is being encouraged. Government support 
programmes are being introduced to 

of 5 million new-energy vehicles by 2020.
 

the agenda. The government hopes 
to encourage private capital into the 
banking sector to develop an ‘inclusive’ 

The plan contains proposals to increase 

companies are well placed to take 
advantage of this in a vast range of 

– and fast – to seize the growing 

outward-looking market

17
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Europe

Russia

Central Asia
Europe

Mediterranean Sea

Persian Gulf

West 
Asia

Indian Ocean

South Asia

Southeast 
Asia

South 
China Sea

The Silk Road Economic Belt 
to the north (orange/red) and 

Road to the south (blue)

put forward by President Xi Jinping 
in 2013 – comprises a number of 

developments within a single strategic 

vibrant East Asia economic circle at 
one end with the developed European 
economic circle at the other.

It will encompass over 60 countries and 
has two elements:

1. The Silk Road Economic Belt – which 
is a land route designed to connect 

Western Europe. It will also link China 

Southeast Asia.  

 

– a sea route rather than a road – which 
runs west from China’s east coast to 
Europe through the South China Sea 
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China and in countries along the routes. 

It is part of China’s aim to realise its 

markets for some of China’s industrial 

resource supplies. It is also seen as an 

China as an economic powerhouse in 
the region.

 
•  Improving Prospects for Provinces 

Along BRI Routes 
  BRI aims include improving 

prosperity in underdeveloped 

economic development along both 
routes through the movement of 

people.
 

  The infrastructure investment and 
building boom of the last few years 

several sectors. This is especially true 

 

and Services 
   Exploring new overseas markets 

to boost China’s economic growth 

into developing countries will extend 
the lifecycle of products and will also 

industries and developing emerging 
industries.

  Reducing reliance on sea routes 
for the supply of energy resources 

to become the world’s largest net 

imports of petroleum rely heavily 
on the sea routes of the Strait of 
Malacca and the Indian Ocean. Land 
routes across Central Asia and the 

  BRI will also help to extend China’s 

economic bonds with South-East 
Asian countries and to create new 

neighbours and regional powers such 
as Russia and India.

 
UK companies can play an important 

China and in countries along the routes. 

consumer sectors.

China and Fujian will focus on further 

and marine sectors.  

and Yunnan will be more focused on 
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have excellent natural and agricultural 

companies consider how they can 
become part of the process.

Zhejiang are also expected to present 

healthcare and life sciences.

 

which were published in partnership 
with the UK’s Foreign & Commonwealth 

Over the past two years CBBC has 

develop closer partnerships between 
UK and Chinese businesses working 
together on BRI projects.   
 
 

A new 2017 report will be part of a 
partnership CBBC has with the Chinese 

think tank of China’s Ministry of 
Commerce. It tracks the progress of 
routes along BRI’s southern land and 

is especially relevant to UK companies 
with business in these countries.

three economic corridors in southern 

China-Pakistan Economic Corridor and 
Bangladesh-China-India-Myanmar 
Economic Corridor.

and risk assessment are strongly 
recommended. To learn more about BRI 

www.cbbc.org/
sectors/oborcasestudies to view CBBC’s 
comprehensive 2015 and 2016 reports.
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diligence and risk assessment are strongly recommended. 

The “Made in China 2025” plan was released by the Chinese 
government in May 2015. It is part of a long-term vision 
for the future of China’s manufacturing sector with “Three 

world’s manufacturing powers. 

Made in China 2025

By 2025 – improve the all-round quality of manufacturing 

emissions in line with advanced global levels; establish 

industry and value chains.

breakthroughs; make China a leading player in worldwide 

By 2049 – advance China to a place among the leading ranks 

leading technological and industrial systems.

The Made in China 2025 plans highlights ten key sub-
sectors:
• Integrated circuits and professional equipment

• Marine engineering equipment and high-tech ships
• Advanced rail transit equipment
• Low-energy and new-energy cars
• Electronic equipment
• Agricultural machinery
• New materials

equipment  

2. Encouraging Smart Manufacturing Projects

projects or digital factories to promote smart techniques in 

Research centres known as the “Four Bases” are being 

4. Emphasising Green Manufacturing 

technology. One thousand model green factories and 
a hundred model green industrial parks will also be 
established by 2020.
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5. Emphasising High-end Equipment 
Manufacturing 

projects will be set up in a number 

engines and gas turbine engines; 
civil aerospace; smart/green trains; 
low-energy and new-energy vehicles; 
marine engineering equipment and 
high-tech ships; equipment for smart 
integrated electricity grids; high-end 
numerical-control machine tools; 
nuclear power equipment; and high-
end medical equipment.

Chinese companies will be encouraged 
to forge links with foreign companies 

They will want to develop intellectual 

engineering structures. This will also 

to accelerate new technology 

chain.

More R&D centres will be established 
in provincial regions or indeed 
in third countries with advanced 

specialist technological R&D centres. 
The blueprint for China’s industrial 
parks will evolve in line with policy 
changes – with clusters of themed R&D 

made to implement model projects. 

near Shanghai has already set out its 

The Ministry of Industry and 

for each of the “Five Focus 
Points”. It also published two 

manufacturing related service 

and brand building in manufacturing 
equipment; and four development 
plans for talent and development 

manufacturing.  

The majority of the provinces in 
China have also published their own 

selected by MIIT as the “Experimental 

“Made in China 2025”. 

CBBC has hosted a number of seminars 
in both the UK and China to help UK 

companies. 

To download CBBC’s report on 

org/mic2025/
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2016 was a tumultuous year. In the 
Western world the Brexit vote and 

notable events. To what extent the 
US under a Donald Trump presidency 

be seen. But the UK must clearly work 

with global partners such as China as 
it leaves the EU. We have a unique 

and a clear responsibility as business 
leaders to make it so.

Golden Era

As the UK economy is predominantly 

are ideal partners for the Chinese 

UK is more open to foreign investment 

almost any other major economy. 

conclude trade deals and get them 

the need for approval by Congress or 
each parliament of the EU. 

China’s FDI stock in the UK has totalled 
nearly $17 billion (£13.8 billion) and 
more than 500 Chinese companies 

when Vice-Premier Ma Kai and Philip 
Hammond met in London in November 
2016.

three of the many:
1.  E-commerce – by far the best way 

to reach the Chinese consumer or 
SMEs

2.  Services sector 

 – 

China had 731 million internet users 
at the end of 2016 – more than twice 

million) or the number of Internet 
users in the EU excluding the UK 
(353 million). Chinese people live 
their lives on the mobile internet 

present WeChat (owned by Tencent) 
is ubiquitous at all levels of Chinese 
society including Chairmen and CEOs. 
Many people in the UK are aware 
of Alibaba which primarily provides 
marketplaces rather like a souped 
up version of e-Bay. The other major 
player in Chinese e-commerce is 
JD.com which is more like Amazon – 

and indeed going beyond Amazon 

to the point of employing its own 
delivery drivers. JD.com is owned 15% 

easy to buy from JD. There are also a 
large number of specialist e-tailers for 

with something that can be sold by 
e-commerce to Chinese consumers 
should regard this as their dominant 
or sole channel and should form good 

50% of China’s economy is now 
services. But partly because they have 
a manufacturing culture they are not 
really used to paying for quality in 

and some UK services companies are 
highly successful in China. There is 

is the strongest centre for R&D and 

between the UK and China in these 
areas will provide rich rewards. Don’t 

world-class.

1.5
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than 90% of their turnover and 98% of 

encouraged by their government and 

if you have built your business in the 

unlike any other. Almost any successful 

trading engagement stretching back 
centuries.

with large Chinese enterprises as 
they navigate the complex regulatory 

geographies. So if your company 
has deep experience or contacts 

considering whether you can cooperate 
with complementary Chinese partners 

resources but less experience of 

The President Xi Jinping’s Belt & 

example Chinese companies have vast 
experience in building infrastructure 

more acceptable.

Looking Ahead
Chinese businesses already cooperate 
closely with UK business and invest in 
them with great freedom. Chinese and 

deals that can be put in place shortly 

and trading blocs are becoming more 

blocking Chinese investments and 

partner for Chinese businesses. This 

Britain has clearly demonstrated its 
strategic insight and courage to take 

country to join the Asian Infrastructure 
Investment Bank. 2017 marks the 

45th anniversary of ambassadorial 

China and the UK. Looking into the 

perseverance and enterprise to ensure 
a steady and enduring “Golden Era” of 

US clients.
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the important mechanisms which 
government and industry have put 
in place to help UK companies as 
they engage with China. Successful 
commerce is underpinned by a 
conducive business environment which 

strategic engagements with policy 

come down. 

Government Exchanges

with a constant stream of senior-level 

Visit by President Xi Jinping in October 

integral role.  

Whilst Brexit and other economic/

together. There is a full programme of 
visits to China by UK ministers planned 

has indicated that she will pay a return 
visit later this year. 

The UK and China have a number of 

and Financial Dialogue (EFD) and the 

well as the Joint Economic and Trade 

Chinese business to interact.  CBBC 

sure that businesses’ voices are heard. 

a dinner where companies could meet 

and spoke at events during the P2P; 
and managed the business seminar 
and matchmaking event for the JETCO.

The UK Foreign and Commonwealth 

suitable for global growth and 

where the UK is a world leader and 
has high quality policy and commercial 

There are three key strands to 
promote: 1. Sustainability; 2. 
Openness; and 3. Opportunity (for UK 
companies to contribute).

CBBC leads or supports a range 
of projects under the Prosperity 

healthy business environment in 

sustainable economic development in 

1.6 Policy Dialogue: Improving the Business Environment
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Projects in 2017 will fall under 

  Announced during the visit of 

outcome of the Economic & 

companies to work together 
through a UK-China Infrastructure 
Alliance on projects in third markets.

  Helping China achieve an even 

Areas of focus for this work 
will likely include a Commercial 

judicial system.

  Support in this area will focus on 
areas China aims to expand market 
access for foreign companies and 

including in areas around wealth 

and energy needs in China and also 

  Support for the development of the 
healthcare sector and its ability to 

UK and its healthcare sector’s vast 
experience in these areas to the 
front of the queue.

  Tackling China’s growing 

specialisms and experience around 

  Upskilling and improving China’s 

interests as service providers ready 
to meet China’s needs.
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Companies doing business with China 

business environment in China as it 
stands today and be successful. 

China. To understand more about CBBC 
SMEs: 

in 
this Handbook. 

China-Britain Business 
Council

The China-Britain Business Council 

helping UK companies grow and 
develop their business in China. With 

CBBC helps companies of all sizes 

market in the world.

For companies serious about growing 

to achieve long-term success. CBBC 

membership of the Beijing-based 

China (BritCham). 

As a partner of the Department 

delivers business-to-business services 

Services (BSS) which enables UK 

arrange market visit programmes 
and carry out market research. All 
UK companies are eligible to access 

challenge and to get a taster of the 

visit: www.cbbc.org/services

CBBC’s China Outbound Programme 

with Chinese counterparts on third 
country projects. We work with M&A 

investment managers as well as 

www.cbbc.org/services/china-
outbound-programme-2017/ 

Trade

Trade (DIT) is a UK Government 
department working with businesses 
based in the United Kingdom to 

overseas companies to look to the 
UK as their global partner of choice. 
DIT is located throughout the UK and 

Consulates-General in China. CBBC is 
DIT’s strategic trade service delivery 
partner for the mainland Chinese 

great.gov.uk/uk/

work closely with CBBC’s 10 regional 

please see: www.contactus.trade.gov.

Commerce in China

including longstanding reciprocal 
membership with BritChams in 

There are also BritChams in Hong 

have separate membership schemes 

government on a broader level in 

BritCham in the city you are located 

a community of companies to share 
knowledge and ideas with you. 

1.7
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from.

EU SME Centre

helping small & medium-sized enterprises get ready 

to facilitate market access for European SMEs. The Centre 

Member State and European public and private sector 
service providers to SMEs. The EU SME Centre is operated 

trade with China. EUCBA promotes direct investment and 

– providing European companies a stronger base for 

CBBC and our partners run a vast range of events for 

1-2-1 business clinics and social events.
 
Find out more at www.cbbc.org/events
 

CBBC holds its annual China Business Conference 

www.chinabusinessconference.org 
 

www.smechinaforum.org
 

The China Outbound Conference is the leading UK-focused 

UK. It is held each year in October/November and has 

conference will be held in Shenzhen 29/30 November. Find 
out more on our events pages.



ChinaBritain  China-Britain 
Business Council

Tel: 

Beijing 100020

Tel:


