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Unit 1
Text A

Inflation in 1994

On its path of advancement, the Chinese economy is also faced with some difficulties and
problems. For example, the country’s agricultural foundation is relatively weak, and various
state-owned enterprises have confronted great difficulties in production and management. The
most prominent problem is skyrocketing commodity prices. In 1994, the nation’s average retail
price for commodities is expected to rise by 21.7 percent on that of 1993.

The current inflationary trend features structural price hikes which is chiefly owing to the
shooting price of foodstuffs. The first 11 months of last year saw a 34.8 percent hike in the price
of foodstuffs. Increasing prices for foodstuffs accounted for 60 percent of overall price hikes,
while price rises for industrial consumer goods remained relatively low. Between J anuary and
November, the price for industrial capital goods fell by 3.8 percent from the same period of 1993.
Compared with inflation in 1988, the 1994 inflation presented a totally different picture' in the
country even though the inflation rate remained fairly high throughout the year. As the market
supply was ample and the income and savings deposits of urban and rural residents increased
considerably during the year, the Chinese people exhibited a higher bearing capacity for inflation
and no major fluctuations occurred.

Excessive price rises in 1994 resulted from the following:

—Over the past two years, the rapid growth of investment in fixed assets, the excessive
scale of capital construction and expanding consumption stimulated the excessive issuance of bank
notes.

—In recent years, the government has introduced major steps in the structural readjustment
of prices for energy, transportation, raw materials and other basic products. At the same time,
prices for a large number of products have been relaxed. In 1994, the government announced
considerable increases in prices for raw coal, crude oil, natural gas, refined oil, chemical
fertilizer, grain and cotton. The measures were absolutely necessary and have played an important
role in expediting the establishment of a socialist market economic structure, realigning price
relationships, accelerating the development of basic industries, improving the structure of the
national economy and, in particular, in stimulating the enthusiasm of farmers for the production
of grain and cotton. However, influences which stimulated rising prices for finished products
remain even today. Accelerated national economic development and expanded social demand have
in turn led to increasing pressure on production costs, with the pressure being released in the form
of pmce hikes. Moreover, along with the i increasing degree of economic marketability, prices for

land, capital, labor and other factors of production, which were either extremely low or
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uncounted in the past, have gained visibility or have risen considerably. This, in turn, has raised
the investment level and production and sales costs of enterprises, with said costs reflected in the
consumer goods market and rising prices for consumer goods. Increases in the overall price level
have led to the unavoidable outcome of price readjustments and reform. Nonetheless, the costs
have been relatively low when considering the monumental progress resulting form China’s
reform.

—As a result of the sluggish development of agriculture, foodstuffs registered the highest
price rises during the 1994 round of price hikes. In recent years, certain localities have neglected
agricultural production and inputs have been inadequate. The boom in real estate and the
construction of development zones has led to the emergence of practices such as the arbitrary
occupation of cultivated land and a willful reduction in land planted to grain. Moreover, in 1994,
the severity of disasters such as droughts and floods affected the steady growth in the production
of grain and nonstaple foods. Skyrocketing prices for foodstuffs resulted in a rise in the overall
level of commodity prices during 1994.

—Price hikes in 1993 exerted a lingering influence on price levels for 1994. China’s current
method for calculating the price index is based on comparing current prices with prices for the
previous year’s period. Hence, it is unlikely that the influence of price rises on the overall price
level will be reflected in the same year, but instead will extend to the following year. For
instance, in 1993, the government raised the price of crude oil on April 1, the price of electric
power and railway freight on July 1, and the price of cotton on September 1. Nonetheless, even if
the prices for these commodities had remained at previous levels, the average price level for 1994
would have still exceeded that of 1993. Increases in the price of grain and oil, particularly at the
end of 1993, exerted a lingering influence on price levels for the first 11 months of 1994, thereby
causing the price index for the year to remain at a relatively high level. Preliminary estimates
show that the lingering influence of price hikes in 1993 accounted for 8 percentage points of the
1994 growth rate in prices.

—In recent years, the government has relaxed controls on the prices for most commodities,
with prices now set by producers, rather than the government. Even though price controls have
been removed, relevant regulation, laws and management measures governing the behavior of
market prices lag behind. The non-standard behavior of price setters has resulted in unauthorized
price rises, the arbitrary collection of fees, deceptive prices and the pursuit of exorbitant profits.
Price hikes have been further stimulated by various trade sectors which have monopolized

management and willfully increased prices.

New Words
inflation [in'fleifon] n. BREK
skyrocket [ 'skairokit ] n. WK K#i;vi. EF, K
commodity [ ka'moditi] n. WY&
retail [ri‘teil] n. BE;RYHBELARP
foodstuff [ 'fudstat] n. BE; AR
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exhibit [ig'zibit ]
ample [eempl]
fluctuation [ flaktju'eifon]

issuance [ 'isju(:)ans, 'ifju(:)ens]

refine [ri'fain]

expedite [ 'ekspidait ]
even [ 'itvan]
monumental [ monju'ment] ]
arbitrary [ 'a:bitrari]
sluggish [ 'slagif]

locality [1a'keelati]

input {'input ]

inadequate [in'eedikwit ]
boom [bum]

absolutely [ 'eebsalutli]
transportation [ treespo:'teifon ]
raw [ ro:]

fertilizer [ 'fartalaiza]
realign {rea'lain]

index [ 'indeks]

exert [ig'zot]

lingering [ 'lingarin]
preliminary { pri'liminoari]
relevant [ 'relovent ]
estate [i'steit ]

willful [ 'wilfsl]
nonstaple [ 'nan'steipl:]
exorbitant [ ig'zo:bitant ]

monopolize [ ma'nopoalaiz:]
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Phrases and Expressions
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Notes

. This text is taken from BEIJING, JAN. 23 -29,1995.

The current inflationary trend features structural price hikes which is chiefly owing to the

shooting price of foodstuffs.

BT RS EE K K15 H AR R R IR O i R e
structural price hikes; &M Lz

. Price hikes in 1993 exerted a lingering influence on price levels for 1994,

1993 EY#r LEEST 1994 £ PN KR E B E B,

. Preliminary estimates show that the lingering influence of price hikes in 1993 accounted for 8

percentage points of the 1994 growth rate in prices.

MG R, BT 1993 FE9 8 ERKER 1994 £ ERILE I T2,
account for fi# % ; i) B
e.g. He has been asked to account for his conduct. i 8 B 3K #2 B fib fy THo

. In recent years, the government has relaxed controls on the prices for most commodities, with

prices now set by producers, rather than the government.

Bilt JUSF, B 3 R 2 300G 4 B 0 45 32 6 S ROTF, SRAE 4 oy 2 72 B 7 R i I S 5

Exercises

. Translate the following sentences

- EE SR AR — A T R,

- 1994 &, R E HURF R B (adopt) T — Z& B BURE A 46 A SR B3R 2k 23
- 1994 EHET+— A, ERMBIRA K TE4 2+,

- 1994 38 2 R R KRB EBAF2 T,

1994 418 2 BF =W T REAY RO, S MM IR I e A R

. The Chinese government has attached great importance to curtailing inflation and has

A b WN =

adopted a serious of measures to deepen reform.

7. A certain proportion of state-owned commerce must be retained in order to ensure that the
government has the power to regulate market supply and demand and stabilize commodity
prices.

8. Even though agricultural production suffered from fairly serious disasters such as droughts
and floods in 1994, the total grain output for the year is expected to reach 445 million ton.

9. The Renminbi US dollar exchange rate has remained stable since the merger (Bt A\ ) of
exchange rates, with the value of Renminbi increasing slightly.

10. Due to the fact that price jumped by an exceptionally wide margin last year, the task of

controlling inflation this year will be extremely arduous (FRE #) .

Answer the following questions

1. What is the most prominent problem of the Chinese economy in 19947

2. Compared with inflation in 1988, what's the different picture the 1994 inflation presented?

3. What are the reasons of inflation in 19947



4. Why did foodstuffs register the highest price rises during the 19947
5. What did the boom in real estate and the construction of development zones lead to?
6. Who control on the prices for most commodities in recent years?

Il . Fill in the blanks with words or phrases given below. Change the form where necessary.

estate monopolize input commodity account for
refine present exhibit relax arbitrary
1. Data is carefully checked before to a computer.

2. Wine is one of the many that France sells abroad.
3. They the gold out of the ore.

4. His illness his absence.

5. He owns large in Scotland.

6. Don’t let me the conversation.

7. His paintings in the gallery.

8. He the invitation card at the entrance.

9. Your judgement is based on opinion, not on reason, so it is an one.

10. He his hold on the rope.

Text B

Strategies To Curb Inflation

Since administrative methods are undependable in curbing inflation in the long run, radical
measures such as reforms of enterprise management and the trade system should be promoted next
year to realize the government’s goal of reining in prices.

State-owned enterprises, especially sellers of basic foods, should improve their management,
adapting to market forces so that they can continue to play a positive role in stabilizing prices even
without the support of large government subsidies.

Increases in food prices, a major promoter of inflation, should be controlled by taking
comprehensive steps to assure a sufficient food supply, suggests Ren Xingzhou, a research fellow
with the Development Research Centre under the State Council.

Having kept the national inflation rate under 15 percent this year — a 6 percentage point
decease from last year, the Chinese Government now plans to trim another 5 percentage points off
the price index in 1996.

According to Ren, a “moderately tight” economic policy, which has proved effective in
achieving this year’s price goals, will continue to be a major inflation fighter next year.

“However, some measures that have been widely used this year may face difficulties, ” she
said.

This year both central and local government have strictly enforced tight fiscal and money
policies to constrain the expansion of investment in fixed assets and maintain a moderate supply of
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newly — issued money. ‘
National economic growth will thus be slowed down from 1994°s 12 percent to an estimated

10 percent this year.

Meanwhile, statistics suggest that this year’s inflation rate will drop sharply, from last year’s
record high of 21.4 percent to no more than 15 percent.

The large drop in the price index should be credited not only to tight economic policies but
also to several administrative measures, Ren believes.

To relieve the national economy of acute inflationary strains, the government has set ceilings
on some essential food prices this year.

Price reform in the past decade has freed most kinds of goods, about 90 percent, from
government controls, but the government still has the authority to control prices for essential
goods and service — food, electricity, petrochemical products and public transportion.

In addition to selectively fixing prices, local governments have provided subsidies to further
restrain prices of necessities.

Also, the government has put off implementing several new price reforms for fear of their
inflationary impact.

This year, the government has announced only tow price rises — moderate increases for
cotton and train tickets, even though the unreasonably low prices of many goods have hampered
normal market operation for affected enterprises.

“These measures can restrain inflation temporarily, but can not solve the root problems, ”
says Ren, Deputy Director of the Institute of Market Economy of the centre.

“One of the aims of the ongoing economic reform is to introduce a market mechanism, but
administrative measures like price ceilings are contrary to market forces.” she said.

“Although these measures can minimize price increases, they may also cause some legal
businesses to lose money. ”

And large government subsidies cannot be maintained for long, either, because it will place
heavy burden on local budgets, said Ren.

Besides, continued delay of price reforms will only exacerbate the problems.

“To realize the 10 percent inflation next year, comprehensive measures including reforms of
enterprise management and the trade system must be adopted, ” Ren said.

The government has decided to continue a moderately tight economic policy next year. The
planned annual economic growth rate is 8 percent.

“This means the issuing of money and investment in fixed assets will not largely expand,
thus a demand-driven inflation will be avoided, ” she said.

She suggested careful analysis of the major difficulties in this year’price controls to provide
reference points for next year.

Price rises of food products have played a leading role in this year’s inflation. In the first six
months the food price index rose to become 33 percent higher than that in the same period last
year, making up two—thirds of the total price rise.

Since most large government subsidies have been given to urban enterprises and residents,

6
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rural areas have experienced sharper inflation than towns and cities.
And inflation in mid-country and western areas — where local economies are less developed

and local government have little money for food subsidies — has been higher than in the rich

eastern provinces.
“Having sufficient supplies of goods is the key to solving all the problems, ” Ren argues, “so

measures must be adopted to guarantee the grain, vegetable and meat production next year.”
She believed that enterprise reform should be promoted to make enterprises more able to
handle price rises brought about by some price reforms.
Supplementary systems such as a price-risk fund and a plan for storing important materials
should also be developed to prevent serious fluctuations in market prices when the market is no

longer subject to administrative controls.

New Words and Expressions

radical [ 'reedikal ] a. BE; X

rein [rein] n. BB o BYEH

stabilize [ 'steebilaiz] v. BE

subsidy [sab'sidi] n. #pBh; N

promoter [ pra'mouta] n. K&\ ; Bh AL

trim [trim] a. BN BEFY

fiscal [ 'fiskal] a. EPFR;MEH

acute [a'kjuzt] a. KRB RIZUR

strain [strein] vt. UK, n. WA N

petrochemical [ petrau'kemikal ] a. AML¥EE

implement ['impliment ] n. TR;u. BIT:; R

ongoing [ 'angauin] a. IETEHITRY

exacerbate [ eks'sesabeit ] vt. INE; &

supplementary [sapli'memtori] a. 3HEhAY

ceiling [ 'si:lig] n. RIS BRERE:BEF
Notes

1. This text is taken form BEIJING REVIEW, JAN. 23-29, 1995,

2. To relieve the national economy of acute inflationary strains, the government has set ceilings
on some essential food prices this year. 2 T 31 & 5 MBS AR E RN E A, g
TS EX — 4 E LB R RE T — A BB

3. Supplementary systems such as a price-risk fund and a plan for storing important materials
should also be developed to prevent serious fluctuations in market prices when the market is no
longer subject to administrative controls. — BG4 X BRESMUFEEY KR plE 3]
P R h0 L 52, LA BT 1k 34 TR B R AT B B T 55 U 4 B9 BB ok 3,

4. The large drop in the price index should be credited not only to tight economic policies but also
to several administrative measures. RNE R ) jC*EEF%KﬁU‘:‘ZEyJ TEHFWRBFHE,
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T HE RN IH 2 F — ST B E i .

Also, the government has put off implementing several new price reforms for fear of their

inflationary impact.

[FIE, B FHEOE KKK W, BUNHEGE T JLAR 8 8948 SCE R 8 L0

Exercises

Comprehension Questions
Multiple Choices

1.

Because administrative methods are undependable in curbing inflation in the long run,
should be promoted next year to realize the government’s goal of controlling in

prices.
A. radical measures B. reforms of enterprise management
C. the trade system D. Both B and C
. The Chinese Government plans to trim another off the price index in 1996.
A. 15 percentage points B. 5 percentage points
C. 6 percentage points D. 10 percentage points
. Price reform in the past decade has freed from government controls.
A. about 70 percent of goods B. about 80 percent of goods
C. about 80 percent of goods D. about 95 percent of goods

. The government’s decision of continuing a moderately tight economic policy next year means

A. the issuing of money will not greatly make larger
B. the development of production will not make larger

C. investment in fix assets will not largely expand

D. Both A and C

- Price rises of food produce in this year makes of the total price rise.
A. one-third B. two-thirds
C. one-quarter D. three-quarters

*-



Unit 2
Text A

Insurance Law Comes Into Force

Following a three-year period in the drafting, discussion and modification stages, the
National People’s Congress (NPC) passed the Insurance Law of the People’s Republic of China on
June 30, 1995. The new law went into effect on October 1.

Implementation of the law represents further improvements in the legal system for the
socialist market economy and marks a new step forward on the road to the legalization of China’s
financial system reform. Representatives of the insurance sector agree that promulgation and
implementation of the law is indeed an epochmaking event. The law will have far-reaching
significance in terms of protecting the legal rights and interests of the insured, safe-guarding the
decision-making power of commercial insurance companies in terms of operations and
management, strengthening supervision and management and promoting the healthy,
development of the insurance sector.

Insurance Development

According to Ma Yongwei, general manager of the People’s Insurance Co. of China, the
country reintroduced insurance in the early 1980s, and the number of insurance companies has
since jumped from one to 24. He noted that foreign insurance companies have also been active in
China’s insurance market. Thus far, 52 foreign insurance and brokerages have opened 85
representative offices in Beijing, Shanghai, Dalian, Guanzhou and Shenzhen. An increasingly
competitive market between domestic and foreign insurance companies is being established.

The ever-increasing number of insurance companies has also been conducive to the continuing
growth of the insurance market. However, a number of problems have surfaced in the interim.
Firstly, an environment for fair competition has not as yet emerged. A good example is the
taxation system, under which different companies are subject to different tax standards, and thus
the same objectives of taxation are not treated according to the principle of equality. Secondly,
competition mechanisms need to be standardized. Inappropriately lowering insurance premiums,
increasing agent commissions and promising discounts has hindered the healthy development of the
insurance sector. Approaches of this nature have not only disrupted market order, but will also
eventually weaken the ability to pay insurance claims and will harm the legal rights and interests
of the insured. Other prominent problems such as the lack of a clear definition of commercial and
social insurance, and the mixed management of property and life insurance have also adversely
affected the sound development of the insurance market. People in the insurance sector have an
urgent demand for an insurance law.

The law contains stipulations related to insurance contracts, including property and life

9



insurance contracts; the establishment, change, disbandment and settlements for insurance

companies; rules for insurance operations, supervision and management of the insurance sector;
insurance agents and brokers and legal responsibilities. Promulgation and implementation of the
law will undoubtedly help to transform the insurance market from a disorderly and unstandardized
market, and gradually make it an open, fair and just market, which is of immediate and far-
reaching significance to the rapid, sustained and healthy development of the country’s insurance
sector.

Commercial Orientation

China’s effort to reform the insurance system is based on three major objectives. Firstly, the
establishment of a macro-regulation and control system with the capability to independently
execute insurance policies, while at the same time exercising trade supervision and control.
Secondly, the establishment of an organizational system with the coexistence of various types of
insurance institutions dominated by commercial insurance companies. Finally, the establishment
of a market operational system featuring unification, opening, strict supervision and control
orderly competition and specialized insurance. The crucial question rests with enacting a law
which effectively adjusts legal insurance relationships, maintains order and standardizes
commercial insurance operations. Undoubtedly, promulgation of the Insurance Law has provided
a legal basis for guaranteeing solutions to the aforementioned problems.

Important Innovation

Implementation of the law will further guarantee the vigorous growth of China’s insurance
market, and help increase the efficiency and quality of the insurance business, said Lu Mingxuan,
chief representative of a German insurance firm with branches in China.

According to Lu, the law provides appropriate conditions for the emergence of more
insurance firms in China, and thus will enable the country to establish an insurance environment
featuring high-quality management and healthy competition. More importantly, it will promote
insurance sales and strengthen public awareness of and confidence in insurance. The law will have
far-reaching significance to China’s growing economic construction.

Lu noted the difficulty in commenting on each aspect of the law. However, he did say that
the most important aspect is that it clearly stipulates how to protect the rights and interests of the
insured, and the responsibilities and duties of an insurance company. Lu specifically pointed out
that it sets high standards and requirements for the establishment and operations of insurance
enterprises, including payment capabilities, investments, reserve funds and accounting. “The law

provides China with a solid foundation for creating a healthy insurance environment”, said Lu.

New Words
draft [dra:ft] vt AE- BB R ; Bl
modification [ 'modifi'keifn] n. B E A
implementation [implimen'teifon ] n. LI SER; BT
legalization [li:golai'zeifon] n. S HRNESE
promulgation [ proml'geijan] n. B A (s FEBE)
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.. [
supervision [ suips'vizen]

LE,E8:%5%

n.

promote [ pra'moaut ] vt . B8R QR
brokerage { 'broukeridz ] n. W& RER

interim [ 'intorim] n. FiE] ; EEK
innovation [ina'veifon] n. EEBEF;eIH
premium ['pri:mjam] n. & 1REHK
commission [ ka'mifon] n T HEE; B
hinder {'hindar] ut. BB E; 0B
disrupt [dis'rapt ] vl . 5334

adversely [ 'eedvaisli] ad . H|; BTl
stipulation {stipju'leifen] n. ME; FMH; £EK
disband [dis'beend ] ve. (TEPAIK) BB B
orientation [oirien'teifon] n. BAMRK ; & 18 INR IR
execute [ 'eksikjut ] vt PFT ARG R
coexistence [ kouig'zistons] n. 3L FETEE
dominate { 'domineit ] vt . GG STAE; I
unification [jumifi'keifon] n. H—;BE

crucial [ 'kru:jsl] a. REER; BN
enact [i'neekt ] vt . HRE; BS s ME
emergence [i'mo:dzens] n. W RE
aforementioned [s'fa:(r)'menfand] a. HIERFM; LERIY
feature [ 'fitt[a] n. ER; T 6

Phrases and Expressions

come into force FoaA % come into effect LT LW
the National People’s Congress A Bt #&E KL be subject to WE T IR F
Insurance Law (RES D rest with BRTFEF
be conducive to HBIF-89; B8 F 8  agent commission RE(N)FES
general manager po¥ 23

Notes

1. This text is taken from BEIJING REVIEW, NOVEMBER 20 - 26, 1995.

- reinsurance: FLRED ; B IREG (FE BRI N T REWIrRELEBRBTHSE B —RREREB
AE L FAR)

- An increasingly competitive market between domestic and foreign insurance companies is being
established. & RNIMEB 5] HESETHEERL.

- The new contains stipulations related to insurance contracts, *+-

FRRIE S E SRR ARAE XN &6,

related to: - F %

€.g. What he did is related to what he thought. BT IR 5 A9 B AR A 26
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