"i ‘P@’iﬁ”b

CATRD Chi

mﬁﬁmiaﬁlﬁﬁiﬁﬁﬁiﬂﬂ%ﬁ(a)

ected Research Findings from CIRD-GTZ
Technlcll Cooperation Project Volume 3

v RFFORM | E Im Aﬁ E H E
Jvtﬂ’

Ew .j
‘E“n Reform of the Infrastructure and
Public Utilities Sector in China

L ¥ (b EE AR R
China Institute for Reform and Development (CIRD)



> DR DESERBHARNRER(3)

CIRD Selected Research Findings from CIRD-GTZ
Technical Cooperation Project Volume 3

b & K ad 47 K ok 2

Reform of the Infrastructure and Public
Utilities Sector in China

P EGEE)RFELEEAALR

China Institute for Reform and Development (CIRD)



E i CONTENTS

BLARIR IR

SEERGAG - B A AR TR R HETT o oeere e ermre s e

FF iR o E A B SR B TR+ )

B EAEEHE S P E RS B A HD
WTO &4 T it S RIAT IR T 2 W BB I (FILIR) e e rermeree s v

ik gR

JkEHEFS SR8 E R

FTREATECEE T, MR T TR A —— + B A 2 S E 3 2 R B R i

%ﬁi&ﬂq’@%ﬁm%ﬁ@iﬁti

H IR G

7 TS o S R T TN A9 BT oo

11
- 21
36
45
55

67

~ 75
83
) |

105
- 111



o O T L B

HAFHL FEFLFERAPERH AR SRR ERE e 116
PEHMAWTO HRTEMSSESEEME TEERE seeesene 121
PEBAWTO SERSEEENFER - R - 127
magmmﬁF—»&$Mﬁ@g,mmmmMmmMm 149
FFHETT S TREZEET MR EEEHFTIR M ovorrrrrrnnennnns P x|
IR TEHBIERE e e e 150
P RIS AR B SR TR e i (63

HERY

:p@gaﬂ@jﬁ&%ﬁﬁ-l_—jﬂﬁAAmhu 179
Bl R B s s R 191
SRBE TR S B BDR BB v 2]
o [ B Al S B T TR IR [ v rmeee e ee s s e e e e e s e 232
MEBELNERY

¢@%Fmﬁlﬂ$%mﬁ o
%ﬁ%“?k&éF@“i%ﬂMﬂmﬁ
WA A S BRI S AR e
¢E£m§ﬁjﬁﬁmE{JAﬁ}:;ﬁ‘z e taeeseer e nen s ahe e

- 297

B RIR

TRE GAZS REARTIWER-—® LAt T RES

Lanss . v 32'
&EWEEN%&&%%* e e e e 33
%H E’A*‘Hﬁﬁ&ﬂ%*ﬂ&ﬁé&f& A < 74
Liﬁ:%}f—i&}jﬁu{&ﬁﬁ@ﬂ.imgjﬁﬂé ................................................... 350
HER T BRI E
TEEA AR IFR -
HEERMBENI R SN

— 2 —



Contents

Contents

Policy Proposals

The Infrastruciure and Public Utilities Sector: Expansion of Investment and Acceleration of Relorm
Should HF Drmc at lht Same Tinle T T T T T TR TP ]1

22 Proposals on Accelerating the Reform of the Infrastructure and Public Utilities Sector in China

- 21
Proposals on Encouraging the Participation of Non — state Owned Economy in the Reform of the
Infrastructure and Public Utilities Sector in China  «cocoemer i s 3
19 Proposals on Strengthening the Fight against Monepoly in the Infrastructure and Public Utilities
Sector in China sfter the WTO Accession «oresrsrrrrmsar e e ssc e e 45
28 Proposals on Accelerating the Reform of the Infrastructure and Public Utilities Sector in the New
Period of China's Refarmm v ee reasrrrrret tossss sos ss bop bt sas soe shtbts sas b cns ms ses bbb bt s s sss e iis. §§)

Summaries of Symposiums/Workshops

Summary of the International Forum on the Participation of the Non — state — owned Economy in the
Reform of the Infrastructure and Public Utilities Sector wreesesmsrsinn e §7
Bresking Administrative Monopoly and Accelerating the Reform of the Infrastructure and Public
Utilities Sector—Summary of the 3" International Forum on the Reform of the Infrastructure and
Public Utilities Seetar in China soreor e e e s es s ns s e s s aassssaee s s 75
Summary of the Workshop on the Reform of the Infrastructure and Public Utilities Sector in the Next
Making Persistent Efforts 10 Promote the Refarm of the Infrastructure and Public Utilities Sector in

[ T T LT OO O OO T P P T T U PP PP PP UTSUTPRPPPOPT ISR ¥ |

Research Reports

Reform of the Infrastructure and Public Utilities Sectar in China at the Crossroads

- 105

Major Problems in the Face of the Reform of the Infrastructure and Public Udilities Secior in the



Reform of the Infrastructure and Public Utilities Sector in China

Period Df F:Cﬂﬂomllc ‘I‘lﬂn&ih‘on Ill] Cl\illa R R CLLLLE § N |
Non - state Owned Economy Will Become the Main Force in the Reform of the Infrastructure and
Pub]it ULi]ilitE SL‘C((}I in Chma M e R R 44 e EE e RA A4 444 4ad e e bs e sr e e AR i A aEEaaa R e abs 116
Several Important Issues in the Relorm of the Infrastructure and Public Utilities Sector in China after
T e B U V1 1
MNew Breakthroughs in China's Reform of Its Infrastructure and Public Utilities Sector after Its WTO
New Topics for Research in China' s Reform of Its Infrastructure and Public Utilities Sector in the
NEX' Srep B L L T 149
Opening Market and Breaking Monopoly to Accelerate China’s Reform of Its Infrastructure and Public
IEERTLETTRTT ]53
Accelerating China's Reform of Its Infrastructure and Public Utilities Sector to Break Administrative

+ 159

Utilities Sector

Monopoly

Several Issues in Introducing Private Capital into the Infrastructure and Public Utilities Sector in China

-+ 163

Background Reports

Reform of the Infrastructure and Public Ulilities Sector in China: Background and Status Quo -

Reform and Development of China's Railway Industry s 191
Status Qua and Trend of Market Opening in China's Railway Industry e 215

History, Status Quo and Reform Orientation of China's Civil Aviation Industry <o veeeememnees 232

China’s Air Transportation has Developed by Leaps and Hounds through Reform and Opening <+
Developrment of and Competition in China's Telecom Industry = -esemmrmreninn
Reform of and Renovations in Operations of China’s Telecom Industry  «oore i 266

Investigation Report an the Corporate Governance in China"s Power Sector after the Corporatization —
Orilzl‘\lt‘d {E[D!TD D T T 2‘]’7
Transformation of the Operating Mades of the Urban Public Utilities Sector and Corporate Governance

- 297

China's WTO Acression Commitments in the Infrastructure and Public Utilities Sectar  -vee oo 310



Contents

Reports on Overseas Study Tours

Breaking Monopoly and Introducing Competition to Promote the Development of Public Utilities
Sectors——Report on a Study of the Reform of the Infrastructure and Public Utilities Sectors in
Germany and LK rrsereessescos s sooss o iis bet st st st i shs bbb st sam S et s st s sat s e ens 331
Latest Developments in the Reform of the Infrastructure and Public Utilities Sectors in Germany and
TRaly  wre e ree oo oo oo oo e L e s e s 33]
Rapid Development of Telecom Industries in Germany and Italy Through Competition «=----eoeo0 337

Reform of Railway Industries in Germany and [taly: Separating Functions and Opening Markets -

- 343
Reform of the Infrastructure and Public Utilities Sectors in Germany and France on the Basis of
Dialogues Concerning the Reform of Infrastructure and Public Utilities Sectars «--+--oeovoeeeenee 360
German Corporate Governance Code and its Background oo 368
Opening and Reform in Basic Telecom in Different Countries  oorerrr s 377



19935 12 A , P RRLAMAAASEETELSE, EX
R PHRRAGH TE(EH)AELBAAERE"FTA,
UREE PR THLAERBILEFTOENE L, &
TAYTEGED)AELRT LI RT &4 P )&
At F EARRKSHLIRAEFAKER, AOR
HOARR AR FARETARLG ZMEE A A
ABFEARLARF MR EABOAIEN A FEE
FHATEAERBS YRR, R TE RS SR
B HEBE -2 FHmBPRBAAE L, R
AEHNART SAESHRLAE AL REME A E
BAFHMAE SREZNAR EETH Pl ie 2
A AEEHFRERRN RETELERROERESR
HEER TG EE, (1)E£F B A &K (1993.12 -
1995.11) , A LA F P A HLAFTA IR IR E
LHE2E, FPHARAFABMATPREAH AR EL LM%
HALEs, QOHART LA FHRZIER, LARE
FRERALUEGER MR ARER S, B, M B E
—M(1995.12 - 1998.6) it B “FH &4 T RAHR".
CPEOTEATHER" P ARG F R A
REE. (3)90 F K P 8 ulE, 4o 4T 2 37 4 48 4 B Bk
E TS EL S E BIS kN R RS S Y
BEEHRTAASHFES T4, EHAREHBITY



R . G a2 R

REFEARLGEVEARAR, AAXERAHELES, AL, ABH =
A0(1998.7 —2001.6) B EH S ki Ffo s T4 BARATHRGH &
i ENEFERE ABAEAFEFTHATLOELRM, ()N 21 #
s, b B F AR, £ 8 RATe £ WER(2001.7-2003.12), F
HREE " OHRAFLASFEEASFOAR " TEHAEER “FHEZ
Frabh 4+ 57 WTO/BHFLE/EREFAR AR EHAF "2
s PR EFREEATRT L,

ERATFTRETFHAAR, (DAFLFE :FRT 17T FEFTHL
BEFERBMANE, 5 AR EHNTAAT R, ARG SRS
RAR,FERAE FRFF L L PHETEEETIHSERE/ A
A 263 EARS20 SHGRSEE 1258 AANGFRAFHFAR
TAURE . RABEFEMITEL 16 K, 525 R HFREL/AETR 130 A
FOEREFRESNPAELEAFERNSGFRETRI0 AR FEF
#2000 FAKEEFE 1S AKX HARFERATERS 3060 R
A 130 A A 46 A(RIEF FHAR) AR ANFREHELS
Kt X8 400 B, () AR F @ HEDEEED I 42 8, HEAAL
Wil LFEHNT 200 32 PEB8AF HEFRCBELLHALA
ELRALLFENMFRTRELE, Q)EFDFR . RLTRIER
EHALER PO A ARRHLAAETHAES AL LRERIHE
15 (ESOP) . £ % & & F M % (MBO) . M4 (ESO) . fF A £ 4 . £ & s
HWNEETEMEAFEUNRSE. (HEWTORLBREF B . RAHTHAE
Er AR ERRTMAAEB AN AT 28%H WIO S35 PR K4
HELZTPEE-EWTORLZEHFu, EPCELAERAAFE
Ao PHAAEEEYEIRTAETEENELMSF IR,

REAFPATHRAFRBFRET 700 FA. (NEXFERR
RRAUBRFEAETEES UGN, PHRAETAD LHTHAABIE
WREPHARS HAFAFT AL AFTAS YRR, ALd
MAERAEIHABRAN FEANEPASELFLRM ST REET

2 -



by o

B A ATABAKFERERNIBRFEAET E20 4648, 5
EFUBA T LEEAETZ RS R Al A A ME R SR ARk
BRFEFf i HmE, QSR EFLAETREER, B HLAR
ELrEHEAERA EAFEZAAE  XRFFABF G HH 4B
IFREABTEZSA L MR, AP HSRERARPLLEFHE
PAEFHAAFLTENEE ERLAL TR, AR A B ZRALA,
() FRALLETERBHEN, ARFEFAIHEIRT, PR KL
R EG L AR RARE S RN e R R R A S L A
M, A AR NEEFTAR ANAFRAREFAEL RIS, SR,
PHEEEFAAROLEBE AL SRR EFTE, A FHL L Ehix
EAFFE AR S LR ERY,

FTHIEFERBEARAFLARES, AEABRT 10 FRAR
HMARROLH, ARFBEAFSTHATE, F—A " TRALEDGH
B RSACPAEACREE R IR CTRAAMSRALE Bk,
“TEREFESER", BEEAAAARS L B AEA G LH, AT
fiede W B A AR B A — K

BEFLARGE NHFER 105, LEZAFTERRABHRFHEA,
EHBRA PN AT EARINFLESTHERE RERHOLARE
A R EfRE—F R, RAERA — WA R, $F 4
PREIE,

B 2004 S5, PRIRIPASMATH O T RSETR, hARBREFTF
HeFafdEARATHNMANS, PREREZRAMEEIHT,
AERFGRE FRFEASE SRR, St Ed, FiodlH, BAEHA
FHA AR, A B e E AR, AR e Ak

2003 # 12 A



Refarm of the Infrastructure and Public Utilities Sector in China

Preface

In Dec. 1993, the Chinese government and the federal government of
Germany signed a memorandum of understanding 1o aofficially launch a Sino —
German bilateral cooperation project. The title of the project is " reform
research and training project at China Institute for Reform and Development” .
This project was designed to meet the ohjective need for reform palicy research
in the process of China's market — oriented reform. It is jointly implemented
by China Institute for Reform and Development (CIRD) on the Chiness side
and German Agency for Technical Cooperation {GTZ) on the German side
respectively. The ohjective of the project is to improve CIRD s capacity to
design and implement reform programs through actual policy research and
training activities, 1o help CIRD to organize reform researchers of the whole
country to conduct network — based reform policy research. It is designed to
deal with national reform issues, but it is also closely relevant to the reform
experiments and training of reform staff for Hainan Province. In short the
objective of the project in essence is to enable CIRD to play an active role in
pushing forward the process of China® s economic transition, and for this
purpose, to continuously promote CIRD' s capacity building.

Five research priority areas were identified for the implementation of the
project: the reform of the social security system, shareholding — oriented
reform of SOEs, the government's macroeconamic regulation, the securities
market and the relationship between the central government and the local,
However, it was stipulated that the implementation of the project should
accord with thn.prinriplu of flexibility. That is, to resdjust research and
Lraining priotilies in accordance with the actual needs of China’s economic
transition in & tinely manner,

The actual implementation of the project has rellected the principle of
flexibility in readjusting research priorities in accordance with the actual needs
of China's economic transition, Therefore, il has correctly [ocused on key,

difficult and hot reform topics in each of the four periods of the
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implementation.

In the preparatory period {Dec. 1993 ~ Nowv. 1995}, “reflorm of state — owned enterprises
{S0Fz:)" and "reform of state = owned commercial banks” became the most pressing matters of that
time. CIRD chose to do research in these two areas.

With the gradual deepening of SOEs reform, the “reform of the government” and the "solution of
the bad debts problem with SOEs” became urgent. So in the firsc phase of the project {Dec. 1995 —
June 1998), CIRD chose “the role of the government under market economic conditions”, *the

development of China’s capital market” and “the development of China's shareholding eeonomy™ as its

research priorities.

Around the middle of 1990s, how to effectively curb inflation while maintaining rapid and
sustained economic growth, how to push forward the shareholding — oriented reform of state = owned
banks, how o strategically restructure the state — owned economy, and how to dissolve the large
amount of bad debts of state — owned commercial banks in order 1o prevent financial risks, became hot
topics, Therefore, in the second phase of the project {July 1998 - June 2001), CIRD chose “SOEs’
strategic restructuring”, “ shareholding — oriented reform of state - owned commercial banks”™,
“macroeconomic policies” and “reform of the infrastructure and public utilities sector” as its research
priotities.

With the entry into the 21st century, China’s reform entered into a new phase. In the 3" phase
(July 2001 - Dec 2003} of the project implementation, CIRD has chosen “the development of the
western regions” , “"China’s reform strategies”, “China's econemic transition in the past 20 years”,
“WTO, development of the western regions, readjustment of regional economic policies and structural
reform” as its research priorities,

1. Research activities and accomplishmenta

Under the project, CIRD has conducted research on 17 important topics concerning China’ s
market —oriented reform; held over 20 workshops and other joint research activities with government
officials from reform policy decision — making bodies, policy rescarchers from various government
departments, industry representatives, academics and senior managers from enterprises; carried out
domestic field work more than 20 times, made 12 study tours in other countries; conducted 81 man/
manth joint research with visiting scholars; and organized 16 international symposiums. The total
number of participants in the international symposiums smounts 1o 2530, including over 130 high -
ranking government officials at the ministerial level, more than 300 senior government officials from
reform policy decision — making bodies, about 2000 academics/business leaders and 115 Toreign
Specialisis. Allogether, it has formulated 36 policy proposal reports and 130 research reparts,
published 46 books (including monographs and proceedings) . In addition, its staff members have pot

atound 400 papers published in academic periodicals an the 17 research topics covered by the project.
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2. Training activities and results

With the support of the project, CIRD has run 42 training programs on SOE reform, senior
exerutive training programs and WTO - related training programs. Altogether, it‘ has trained 2250
high - level government olfivials and business managers. And many of the trainees have been promoted
to importane leading positions in the government or in large and well - known enterprises.

3. Consulting services

With the support of the project, CIRD established its aown ESOP research, design and consulting

center to provide consulting services for enterprises on ESOF ( employee stock ownership plans),

buyout, empl stock options, restructuring of assets and strategic management.

4. WTO information services and results

CIRD conducted forward — looking research on China's WTO accession and reform strategies.
Thanks to the influence of the research findings in this area both home and abroad, CIRD and WTO"*
& Technical Coaperation Division agreed to Jointly establish the first WTO Reference Center in China
with the support of the project. For three years since its establishment, the WTO Reference Center at
CIRD has played a well — recognized role of information services for both the government and the
enterprise sector before and after China's WTO sceession; {1} it has provided WTO — related
information services more than 2000 times for the government, enterprises, industrial assoeiations and
research institutions and submitted 50 information consulting reports; (2) it has provided mare than
300 articles o over 30 mass media like CCTV, “Eeonomic Daily” and “China Economic Times”,
Flaying played a role in publicizing hasic knowledge about WTO and WTOQ basic rules, and in raising
awareness about WTO throughout the whale country; (3) it has launched an electronic daily on WO
affairs for free subscription; (4) it has been cooperating with China Unicom and China Mobile 1o
disseminate the most important and relevant WTO relafed information nationwide,

Role of the project in the process of China"s market — oriented reform

1. The research findings have served as important reflerence in China’ s reform policy decision —
making

All the policy proposals and research reports out of the implementation of the project have entered
China’ s reform policy decision ~ making process and are used as important references. Some of the
propasals have been directly adopred into relevant mational reform documents, large parts of some of
the proposals have been quoted during 1he process of drafting reform packages by various depariments
of the central government, some have been used as reference in drafting policy resolutions by the CPC
central committee, some proposals have become important principles and policies for indusirial reform,
and sume have served s the earliest thearetic and reference baziz for reform policy measures.

The policy proposals and research reports have exerted their influence on reform policy decision —
making in three different manners. Firsi, some of the palicy proposals are directed at and submitted in

the course of a certain reform policy decision - making. They play a direct reference and influencing
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role. Secondly, the reference and influencing role is played through internal circulars that are compiled
only for the reading of top or high — ranking government officials. Quite a number of CIRD' s policy
proposal reports have been published in internal circulars that are only submitted to high - ranking
government officials. The third channel is the mass media and academic periodicals. All the research
findings out of the implementation of the project have been published by the mass media or academic
periodicals.

2. The role in promating reform research

When CIRD® s research findings are published by reform newspapers and magazines, they are
usually reprinted by many scademic periadicals. Many of these research findings have been identified
by international organizations snd some economic transition countries as important reference materials.
And some of them have become cherished books for collection by famous libraries.

3. The role in pushing {orward China's market = oriented reform

In the course of implementing the project, CIRD has stuck to the principle of supplementing
research by training and consulting activities. It has transformed research findings into training
materials sa as to push forward the economic transition process. At the same time, CIRD has been
designing reform programs for enterprises and assisting enterprises to implement them in order 10
directly promote the reform practice in enterprises,

This Compilation is a collection of selected research findings of the Sino — German technical
eoopetation project at CIRD, Which has already lasted for 10 years. The compilation consists of 4
volumes respectively entitled “Challenges in the Face of China’s Economic Reform”, " Reform of State
— Owned Enterprises in China", "Reform of the Infrastructure and Public Utilities Sector in China”
and “Overall Planning of Regional Development in China”.

Different features exist in these research findings in terms of contents and style since they were
obtained in different stages of the past 10 vears. Things change with time. In order w keep what it
was, no single change is made to the ideas or expressions in these findings, which makes it inevilable
for some limitations to exist in the volumes.

The convening of the 3 session of the 16th CPC National Committee is a hallmark that Ching has
entered a further reform stage with the aim ro readjust key interests relations, focusing on property
right system reform. A new Sino— German Development cooperation project will be launched at CIRD
in 2004, Under the support of the new project, CIRD, a research institution serving China's policy -
making for economic teform, will foflow closely the reform practice in China with passion and
innovation, keeping sbresst with the times, formulating high quality research results to make fresh

contributions o promote China’s reform process.









Mo EE, 75 Z5E #EPDFIE V5 ) © www. ertongbook



