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This thesis focuses on China’s assistance to Iran’s nuclear program during
1988-2008. The objective is to analyze the reasons for China's assistance to Iran's
nuclear program. It employs the concept of Foreign Aids as conceptual framework.

The study found thatat the end of Iran-lrag war, Sino-lranian economic
relations had remarkably grown when China offered Iran’s post-war reconstruction.
Not only did China give a loan, but also assisted Iran’s nuclear program. But at the
turn of 21 century, owing to global and regional security, China’s assistance to Iran’s
Nuclear Program became an international issue. China opposed UN'’s resolution of
economic sanctions against lran and made clear that Iran had the rights to have a
nuclear program for a peaceful use.

China’s assistance to Iran’s nuclear program during 1988-2008 had a lot to
do with China’s economic growth strategy to meet its rising energy needs. As Iran
was the world’s third largest oil reserves and the world’s third largest exporter of oil, it
was therefore not surprising that China's policy focused on energy security to
stimulate economic growth through its cooperation with Iran in energy field in four
areas, namely oil, natural gas, upstream and downstream industrial development,

and the construction of oil and gas pipelines.
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A1519 2.1 WAAIRDANAAINITAITEUINNAUNLANSIUTEUINNA.A. 1950-1978

u

(Wd9E/ ATURBARITAUTT)

1 gaAN19ANgIN | f9aanlddvdiu | dudnanndninu
1950 56.00 - 56.00
1951 56.00 - 56.00
1952 < - _
1953 0.05 0.05 -
1954 / - -
1955 - - -
1956 1.00 1.00 -
1957 7.00 7.00 -
1958 44.00 44.00 -
1959 80.00 80.00 -
1960 92.00 92.00 -
1961 40.00 40.00 -
1962 158.00 158.00 -
1963 305.00 305.00 -
1964 544.00 544.00 -
1965 987.00 771.00 216.00
1966 1,189.00 1,045.00 144.00
1967 740.00 407.00 333.00
1968 265.00 162.00 103.00

® AH.H. Abidi, China, Iran and the Persian Gulf, pp. 236-237.



1969 304.00 215.00 89.00

1970 664.00 169.00 495.00
1971 598.00 341.00 257.00
1972 3,534.00 1,406.00 2,128.00
1973 6.204.00 2,246.00 3,958.00
1974 5,136.00 4,752.00 384.00
1975 8,580.00 5,309.00 3,271.00
1976 9,333.00 5,373.00 3,960.00
1977 10,058.00 5,254.00 4,804.00
1978 11,842.00 6,497.00 5,345.00

17;134'1 Economic and Commercial Counselor’s Office of the Embassy of the

People's Republic of China in the Islamic Republic of Iran
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89J. Brandon Gentry, The Dragon and the Magi: Burgeoning Sino-Iranian Relations in the
21 Century [Online], 20 September 2011. Available from: http://www.silkroadstudies.org/new/docs
/CEF/Quarterly/November_2005/Brandon_Gentry.pdf
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A15149 2.2 WAAIRDANAAINITANITEUINNAUNLANSIUSEUINNA.A. 1979-1995

u

(M2 / S1UABANIFANSF)

1 HAANITAITIN deaanlldusiu | ddnannavesu
1979 6,789.00 3,650.00 3,139.00
1980 17,911.00 12,056.00 5,855.00
1981 16,855.00 14,939.00 1,916.00
1982 20,007.00 4,456.00 15,551.00
1983 28,237.00 20,556.00 7,781.00
1984 20,285.00 15,412.00 4,873.00
1985 19,150.00 8,762.00 10,388.00
1986 11,843.00 7,397.00 4,446.00
1987 28,466.00 8,529.00 19,937.00
1988 16,444.00 8,857.00 7,587.00
1989 13,092.00 9,171.00 3,921.00
1990 36,197.00 31,843.00 4,354.00
1991 31,369.00 29,318.00 2,051.00
1992 43,660.00 33,500.00 10,160.00
1993 71,271.00 40,269.00 31,002.00
1994 44,728.00 26,575.00 18,153.00
1995 50,445.00 27,789.00 22,656.00

‘17'I1N’1 Economic and Commercial Counselor’s Office of the Embassy of the

People's Republic of China in the Islamic Republic of Iran
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1983 0 -
1984 0 -
1985 0 -
1986 0 -
1987 0 -
1988 9,987 1,637,790
1989 266,215 34,500,619
1990 301,240 39,534,000
1991 55,000 7,641,000
1992 114,990 15,574,000
1993 67,860 9,513,000
1994 69,119 8,715,000
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1997 2,756,718 418,409,000
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2000 7,000,465 1,464,018,000
2001 10,847,008 2,068,760,522
2002 10,629,865 1,901,986,000
2003 12,393,834 2,635,085,866

ﬁ&n People’s Republic of China Customs Statistical Yearbook 1983-2004
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6. ;37 7,794,2 6.3%
7. LR L6 7,7336,7 5.9%
8. Savde 3,043,5 2.5%
0. wawWsn g 2,522,5 2.0%
10. UTA 1,863,3 1.5%
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ﬁ&n: Yearbook of China’s Economic Foreign Relations and Trade 2002
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Joint Communiqué between The People's Republic of China and the Islamic Republic

of Iran

H. E. Mr. Khatami, President of the Islamic Republic of Iran, paid a state visit to the
People's Republic of China from 22 to 26 June 2000 (2 to 6 Tir, 1379) at the invitation of
H. E. Mr. Jiang Zemin, President of the People's Republic of China. During the visit
President Jiang Zemin held talks with President Khatami. Premier Zhu Rongji of the State
Council and Chairman Li Ruihuan of the National Committee of the Chinese People's
Political Consultative Conference met with President Khatami. Besides Beijing, President
Khatami and his delegation visited Urumchi and Kashigar of the Xinjiang Uygur

Autonomous Region and the Hong Kong Special Administrative Region.

The two Presidents reviewed the relations between the two countries after the
establishment of diplomatic relations in 1971 (1350) and were satisfied with the
development of the friendly relations and cooperation between China and Iran over the
past 21 years since the founding of the between China and Iran over the past 21 years
since the founding of the Islamic Republic of Iran. They stressed that the relations
between the two countries in the political, economic, social and cultural fields had been
developing along a sound and dynamic track, despite the enormous changes in the
international situation. They reached common understanding on enhancing bilateral
cooperation, opening up new prospects for the bilateral ties and establishing a 21st
centruy-oriented long-term and wide-ranging relationship of friendship and cooperation
in the strategic interests of the two countries on the basis of mutual respect for
sovereignty and territorial integrity, equality and mutual benefit, and peaceful

coexistence.

The two sides agreed to maintain high-ranking official contacts and exchanges at

various levels and continue to hold regular political consultations within the framework of



the political consultation mechanism that the Ministries of Foreign Affairs of the two

countries put in place on 21 February 2000 (3 Esfand, 1378) in Tehran.

The two sides expressed their satisfaction with their economic cooperation and trade in
recent years. Believing that their trade and economic cooperation were of great
importance to the overall bilateral relations and had potentials for further development,
they stated their readiness to upgrade such cooperation and they would explore new
modalities of increasing and developing this cooperation. They will encourage mutual

investment of all forms to expand the two-way trade and economic cooperation.

The two sides agreed to strengthen cooperation in energy, transportation,
telecommunications, science, technology, industry, banking, tourism, agriculture,
mining, environmental protection and other fields, and encourage the relevant
companies of the two countries to explore the possibilities of further cooperation in the

field of petroleum and natural gas.

The two sides maintained that the Silk Road had laid a solid foundation for cultural
exchanges between the ancient civilizations of China and Iran in east and west of Asia,
and that the revitalization of the Silk Road would contribute significantly to the
consolidation and development of the cultural, art, tourist and people-to-people

exchanges and contacts between the two peoples.

The Chinese side welcomed the initiative of President Khatami for dialogue among
civilizations and the designation by the UN of the year 2001 as the year of dialogue
among civilizations. The two sides agreed that China and lIran, two great ancient
civilizations in Asia, should enhance exchanges and cooperation in the cultural,
educational and social areas to develop and substantiate the dialogue among
civilizations. These will be effective steps towards enhanced international cooperation in

this field.



The Chinese side highly appreciated the consistent pursuance by the Iranian
Government of a one-China policy. The Iranian side reiterated that it would adhere to its
position that there is only one China in the world and the Government of the People's

Republic of China is the sole legal government representing the entire Chinese people.

The two sides believed that the world today is undergoing profound changes and the
international community should make continued efforts for the lofty goal of achieving
world peace and progress, in spite of the destabilizing factors and crises of this or that

kind.

Both sides stand for world multipolarization. They stressed the need to establish an
equitable, just, fair and reasonable new international political and economic order that is
free of Hegemonism and power politics and is based on equality. They indicated their

readiness to work together for the establishment of such a new order.

The two sides underscored the importance of establishing an international community
for cooperation, participation and dialogue and against the use or threat of force and

imposition of economic sanctions to settle disputes between countries.

The two sides support the important role played by the UN in safeguarding world peace
and security and in helping developing countries raise their development level. The two
sides stressed the importance of adhering to the principles and purposes of the UN

Charter.

The two sides are committed to a world free from nuclear, biological or chemical
weapons. They stressed that the international regime for eliminating and prohibiting the
proliferation of weapons of mass destruction should be permanently and indiscriminately
applicable to all regions and countries with no exception. And at the same time both
sides took note of the legitimate rights of any country for peaceful uses of nuclear

energy, chemical and biological technology in a transparent manner under the



supervision of the relevant international organizations.

The two sides emphasized the importance of realizing a comprehensive, just and lasting
peace in the Middle East with the belief that a sustainable peace in the region can not
be attained without recognition of the rights of the Palestinian people, including the right

of the Palestinian refugees to return to their homeland.

They believed that it is positive and constructive to rid the Middle East of nuclear
weapons and other weapons of mass destruction, the two sides support the efforts to

make the Middle East a nuclear, biological and chemical weapons free zone.

They emphasized that the security and stability of the Persian Gulf should be

safeguarded by the countries in the region free from outside interference.

The two sides stressed the necessity to implement all the UN resolutions on Irag to the
full and expressed their profound sympathy with the Iragi people over their sufferings.
The two sides once again appealed to the international community to render the Iraqgi
people necessary humanitarian help. Besides, the two sides expressed their support for
Irag's independence and territorial integrity and stressed the importance of letting Iraqi

people decide on the  fate of  their country on their own.

The two sides held that an earlier solution to the Afghanistan issue was in the interest of
regional security and stability and stressed the need to seek a political settlement
through negotiation between the parties concerned and establish a broad-based
government representing all factions and ethnic groups. The two sides appreciated the

role of the UN and the Organization of the Islamic Conference in this regard.

Both sides expressed their concern over the manufacture, distribution and trafficking of
illicit drugs and stressed the necessity of the participation by the international

community in rooting out such practices in the region and the world.



The two sides condemned terrorism in all its forms and stressed the need for the
international community to combat and root out terrorism and expressed their readiness
to maintain close cooperation and coordination with international efforts against

terrorism.

The two sides stressed the importance of respect for human rights and for the history,
culture and religions of each country in defending and developing human rights and
fundamental freedoms. The two sides opposed interference in the internal affairs of
other countries under the pretext of human rights, the politicizing of human rights
question and the adoption of double standards on this issue. In the meantime, the two
sides maintained that to look at the political, economic, social, cultural and civil rights,
particularly the right to development in a balanced manner and in the right, particularly
the right to development in a balanced manner and in the right perspective is of special

significance to all countries.

The two sides considered the visit to China by H. E. President Khatami as a major event
in China-Iran relations in that it would contribute to promote further development of the
existing friendly relations and cooperation between the two countries in the new century.
While appreciating the warm hospitality of the Government of the People's Republic of
China accorded to the presidential delegation of the Islamic Republic of Iran, President
Khatami invited President Jiang Zemin to visit Iran at his convenience. President Jiang

Zemin expressed his tanks and accepted the invitation with pleasure.
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MANUIN U

China's Peaceful Development Road

|. Peaceful Development Is the Inevitable Way for China's Modernization

Il. Promoting World Peace and Development with China's Own Growth

Ill. Developing by Relying on Its Own Strength, Reform and Innovation

IV. Seeking Mutual Benefit and Common Development with Other Countries

V. Building a Harmonious World of Sustained Peace and Common Prosperity

Conclusion

[. Peaceful Development Is the Inevitable Way for China's Modernization

To achieve peaceful development is a sincere hope and unremitting pursuit of the
Chinese people. Since the policies of reform and opening-up were introduced at the end
of the 1970s, China has successfully embarked on a road of peaceful development
compatible with its national conditions and characteristics of the times. Along this road,
the Chinese people are working hard to build China into a prosperous, powerful,
democratic, civilized and harmonious modern country, and continually making new
contributions to human progress with China's own development.

Looking back upon history, basing itself on the present reality and looking forward to the
future, China will unswervingly follow the road of peaceful development, making great
efforts to achieve a peaceful, open, cooperative and harmonious development.

- Striving for a peaceful international environment to develop itself, and promoting world
peace through its own development;

- Achieving development by relying on itself, together with reform and innovation, while
persisting in the policy of opening-up;

- Conforming to the trend of economic globalization, and striving to achieve mutually

beneficial common development with other countries;
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- Sticking to peace, development and cooperation, and, together with all other countries,
devoting itself to building a harmonious world marked by sustained peace and common
prosperity.

Peace, opening-up, cooperation, harmony and win-win are our policy, our idea, our
principle and our pursuit. To take the road of peaceful development is to unify domestic
development with opening to the outside world, linking the development of China with
that of the rest of the world, and combining the fundamental interests of the Chinese
people with the common interests of all peoples throughout the world. China persists in
its pursuit of harmony and development internally while pursuing peace and
development externally; the two aspects, closely linked and organically united, are an
integrated whole, and will help to build a harmonious world of sustained peace and
common prosperity.

China's road of peaceful development is a brand-new one for mankind in pursuit of
civilization and progress, the inevitable way for China to achieve modernization, and a
serious choice and solemn promise made by the Chinese government and the Chinese
people.

- It is an inevitable choice based on its national conditions that China persists
unswervingly in taking the road of peaceful development. During the 100-odd years
following the Opium War in 1840, China suffered humiliation and insult from big powers.
And thus, ever since the advent of modern times, it has become the assiduously sought
goal of the Chinese people to eliminate war, maintain peace, and build a country of
independence and prosperity, and a comfortable and happy life for the people.
Although it has made enormous achievements in development, China, with a large
population, a weak economic foundation and unbalanced development, is still the
largest developing country in the world. It is the central task of China to promote
economic and social development while continuously improving its people's life. To stick
to the road of peaceful development is the inevitable way for China to attain national
prosperity and strength, and its people's happiness. What the Chinese people need and
cherish most is a peaceful international environment. They are willing to do their best to

make energetic contributions for the common development of all countries.



- It is an inevitable choice based on China's historical and cultural tradition that China
persists unswervingly in taking the road of peaceful development. The Chinese nation
has always been a peace-loving one. Chinese culture is a pacific culture. The spirit of
the Chinese people has always featured their longing for peace and pursuit of harmony.
Six hundred years ago, Zheng He (1371-1435), the famous navigator of the Ming
Dynasty, led the then largest fleet in the world and made seven voyages to the "Western
Seas," reaching more than 30 countries and regions in Asia and Africa. What he took to
the places he visited were tea, chinaware, silk and technology, but did not occupy an
inch of any other's land. What he brought to the outside world was peace and
civilization, which fully reflects the good faith of the ancient Chinese people in
strengthening exchanges with relevant countries and their peoples. Based on the
present reality, China's development has not only benefited the 1.3 billion Chinese
people, but also brought large markets and development opportunities for countries
throughout the world. China's development also helps to enhance the force for peace in
the world.

- It is an inevitable choice based on the present world development trend that China
persists unswervingly in taking the road of peaceful development. It is the common wish
of the people throughout the world and an irresistible historical trend to pursue peace,
promote development and seek cooperation. In particular, further development of multi-
polarization and economic globalization has brought new opportunities for world peace
and development, and thus it is possible to strive for a long-term peaceful international
environment. Meanwhile, China is clearly aware that the world is still troubled by many
factors of instability and uncertainty, and mankind still faces many severe challenges.
However, there are more opportunities than challenges, and as long as all countries
work together we can gradually attain the goal of building a harmonious world of
sustained peace and common prosperity. For many years, China has consistently
followed an independent foreign policy of peace, the purpose of which is to safeguard
world peace and promote common development. As early as in 1974, when China
resumed its membership in the United Nations, Deng Xiaoping proclaimed to the world
that China would never seek hegemony. Since the policies of reform and opening-up

were introduced, China, keeping in view the changes in the international situation, has



upheld the important strategic judgment that peace and development are the theme of
the present times, and declared on many occasions that China did not seek hegemony
in the past, nor does it now, and will not do so in the future when it gets stronger. China's
development will never pose a threat to anyone; instead, it can bring more development
opportunities and bigger markets for the rest of the world. Facts prove that China's
economic development is becoming an important impetus for economic growth in the
Asia-Pacific region and even the world as a whole. It has become the national
determination of China to safeguard world peace and promote common development.

At present, the Chinese people are working hard to build a moderately well-off society in
an all-round way. Not long ago, the Fifth Plenary Session of the 16th Central Committee
of the Communist Party of China set the main targets for China's economic and social
development from 2006 to 2010, of which the principal economic target is to double the
2000 per-capita GDP by 2010 on the basis of optimizing its structures, increasing
economic returns and reducing consumption; and enhance substantially the resource
utilization ratio, and by 2010 reduce the 2005 per-unit GDP resource consumption by
around 20 percent. To attain this target, China, guided by the scientific concept of
development with people first, overall coordination and sustainable development at the
core, will promote the overall development of its economy, politics, culture and society.
While seeking development by relying primarily on its own strength, China sticks to the
policy of opening-up, engages in extensive international economic and technological
cooperation, and shares with all other countries the fruits of mankind's civilization;
respects and gives consideration to others' interests, works with other countries to solve
the disputes and problems cropping up in cooperation, and strives to achieve mutual
benefit and common development; abides by its international obligations and
commitments, actively participates in international systems and world affairs, and
endeavors to play a constructive and locomotive role; and gets along with all other
countries equally and develops friendly relations with them on the basis of the Five

Principles of Peaceful Coexistence.

[l. Promoting World Peace and Development with China's Own Growth
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Peace is the foundation for development while development is fundamental for peace.
For years, the Chinese government and people have made unremitting efforts to create
a peaceful international environment. They cherish dearly the peaceful international
environment jointly created by the peace-loving and progress-seeking countries and
peoples, concentrate on their own construction and whole-heartedly seek development,
and strive constantly to make positive contributions to world peace and development
with their own growth, and promote human civilization and progress.

China's development needs a peaceful international environment. Since 1978, when the
policies of reform and opening-up were adopted, China has endeavored to develop
itself within a peaceful international environment. Its GDP has increased from 362.4
billion yuan (about US$215.3 billion if converted directly from Renminbi into US dollar at
the average exchange rate of that year) to 15,987.8 billion yuan (about US$1931.7 billion
if converted directly from Renminbi into US dollar at the average exchange rate of that
year) in 2004, an average growth rate of over 9 percent per annum, calculated
according to constant price. Its per-capita GDP has risen from less than US$300 to
more than US$1,400. China has also made new progress in its building of political
civilization, with its democratic system being improved continuously, the freedom and
rights of citizens being protected and guaranteed by law, and its people exercising their
rights of democratic election, decision-making, administration and supervision in
accordance with the law. A legal system centered on the Constitution has taken initial
shape, and the basic strategy of ruling the country by law has been implemented. Rapid
progress has been scored in its education, science and technology, culture, health,
sports and other undertakings, and the increasing spiritual and cultural needs of the
people have been constantly satisfied. The construction of a harmonious society has
been reinforced, and the state is working hard to realize and safeguard social fairness
and justice, increase creativity of the whole society, beef up social construction and
administration, and maintain social stability and harmonious relations between man and

Nature.



China's development is an important component of global development. China has
promoted world peace with its own development and made contributions to the
progress of mankind.

China has made contributions to the sustained development of human society. Based
on previous experience and the fruits of modern civilization of mankind, it has adopted
the scientific outlook on development to transform its concepts, create new modes for
growth and enhance the quality of development. Over the years, China has persisted in
exploring a new road to industrialization, featuring high scientific and technological
content, good economic returns, low resources consumption, little environmental
pollution and a full display of advantages in human resources, and striven to steer the
entire society along a road of sustained development of civilization, with advanced
production, affluent life and favorable ecological conditions. China's success in
population control has retarded the expansion of the population of the world as a whole.
China emphasizes energy saving, and has adopted various measures in this regard.
During the period 1980-2000, its GDP quadrupled, but the annual consumption of
energy only doubled. Due to China's intensified efforts at environmental protection, its
dust discharge has remained the same as in 1980 despite a big increase in installed
thermal-power capacity. lts energy consumption of per 10,000-yuan GDP in 2004
dropped by 45 percent compared to 1990. China has made medium- and long-term
plans for energy conservation, aiming to keep an annual energy-saving rate of 3 percent
by 2020, to save 1.4 billion tons of standard coal.

China has made contributions to reducing human poverty and improving the quality of
life. It has created a miracle by feeding nearly 22 percent of the world's population on
less than 10 percent of the world's arable land. The living standards of its 1.3 billion
people are constantly improving. The Chinese government has lifted 220 million people
out of poverty, and provided minimum living allowances to 22.05 million urban residents
and aid to 60 million disabled people. The life expectancy of the Chinese has been
extended from 35 years before New China was founded in 1949 to 71.95 years today,

close to that of moderately developed countries.



China has made contributions to safeguarding world peace and promoting international
cooperation. On the basis of the Five Principles of Peaceful Coexistence, China has
developed friendly, cooperative relations with other countries and promoted peaceful
coexistence and equal treatment among countries. China has always adhered to the
principle of being a friendly neighbor; and has constantly developed good and
cooperative relationships with surrounding countries and other Asian countries and
expanded common interests with them. China has established various cooperative
relationships with major powers, and unremittingly augmented mutual dialogues,
exchanges and cooperation. China has also expedited cooperation with a vast number
of developing countries, to seek common development by drawing on one another's
advantages within the South-South cooperation framework. Active in the settlement of
serious international and regional problems, China shoulders broad international
obligations, and plays a responsible and constructive role.

China has made contributions to world economic development. In recent years, despite
increasingly severe global economic fluctuations, China's economy has maintained a
stable and relatively fast growth, bringing hope and a new driving force to world
economic development. Statistics released by the World Bank show that China's
economic growth contributed on average 13 percent to world economic growth from
2000 to 2004. In 2004, the world economy reported the swiftest growth in 30 years, while
China's economy grew by 9.5 percent and became a key driving force for the former.
Also in 2004, China's import and export figure doubled that of three years previously,
reaching US$1,154.8 billion, and its import figure nearly doubled that of three years
previously, reaching US$561.4 billion. By the end of 2004, China had made use of
US$745.3 billion paid-in foreign capital, and approved more than 500,000 foreign-
funded enterprises.

China has made contributions to the stable development of surrounding areas. China
has more than 20 neighbors that either border on its territory or lie across the nearby
seas. China's sustained economic growth, social stability and its people's peaceful life
also benefit its neighboring countries. The Asia-Pacific economy kept a 6-percent

growth between 1999 and 2004. To ensure a stable environment for the continuous



development of its surrounding areas, China overcame arduous difficulties at the time of
the 1997 Asian financial crisis, and stuck to the principle of keeping the value of the
Renminbi stable while expanding domestic demand, and helped to the best of its ability
the victim countries to weather the crisis. China played its role in finally overcoming the
crisis. In the case of the 2003 sudden outbreak of SARS, the Chinese government took
decisive steps, and cooperated with its neighbors in effectively curbing it. Upon the
occurrence of the Indian Ocean tsunami in late 2004, the Chinese government and its
people offered timely and sincere aid - the largest external aid in the history of New
China - to the suffering countries in their rescue and re-construction effort. The Chinese
also expressed great sympathy and extended assistance when South Asia was struck
by massive earthquakes in October 2005.

Despite gigantic achievements, China still remains the largest developing country in the
world, with a formidable task of development lying ahead. According to the latest
statistics released by the World Bank and statistics recently released by China, in 2004,
China's aggregate economic volume accounted only for 16.6 percent of that of the US,
and its per-capita GDP was merely 3.6 percent that of the US and 4.0 percent of Japan,
ranking 129th among 208 countries and regions around the world. By the end of 2004,
26.1 million rural Chinese still lived under the poverty line, more than 100 million farmers
have to be provided with jobs elsewhere, and the government is obliged to create jobs
for nearly 24 million urban and rural residents every year. There is still a long way to go
for China to reach the level of the moderately developed countries and achieve common
prosperity for the whole country. China still needs to make persistent efforts to strive for
a peaceful international environment for its own development, and promote world peace
and development with its own growth. This is particularly significant for both China and

the world as a whole.

[ll. Developing by Relying on Its Own Strength, Reform and Innovation

China will adhere to the scientific approach for development and have an overall plan
for domestic development and opening to the outside world, and base its development

on its own realities. At the same time, China will maintain the approach of all-round,
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wide-area, multi-level openness to the outside world, striving to attain a more balanced
development.

The main problem facing China in its development is the contradiction between its
underdeveloped economy and its people's ever-increasing material and cultural
demands, and the contradiction between economic and social development and the
relatively strong pressure of the population, natural resources and the environment. Past
experience indicates that fundamentally China must rely on itself to solve the problems
in its development. By doing so, the country will be responsible to the Chinese people
as well as to the people of the rest of the world. It is an important principle that
guarantees that China will follow the road of peaceful development. China will not shift
its own problems and contradictions onto other countries, much less will it plunder other
countries to further its own development.

To achieve development, China will mainly rely on its own strength, reform and
innovation. It has many advantages and favorable conditions: It has the material and
technological foundation supporting further economic development; it has an ever-
growing huge market and a high rate of private savings deposits; it has a large labor
force whose quality, as a whole, is improving all the time; it has an ever-improving
socialist economic market system and related policy guarantee; and it has a stable
social and political environment.

China intends to do the following work well in order to achieve development by mainly
relying on its own strength and through reform and innovation:

- Adhering to innovation in ideas and systems. Practice over the two decades or so
since China introduced the reform and opening-up policies has proved that, by
emancipating the mind, seeking truth from facts and striving for progress, China is able
to bring into full play the enthusiasm, initiative and creativity of its hundreds of millions of
people and open up new prospects for its modernization drive. China will unswervingly
push forward reform in all aspects, remain steadfast in the direction of socialist market
economy in its reform, intensify reform with emphasis on institutional innovation, and
strive to make breakthroughs in some key areas and important links. Through reform,

China will enhance marketization of its national economy, improve the state's



macroeconomic regulatory system, and constantly establish institutions and
mechanisms conducive to an overall, coordinated and sustainable economic and social
development.

- Opening up the domestic market and increasing domestic demand. It is China's
fundamental stand and long-term strategic guiding principle to expand domestic
demand in its economic and social development. China has entered a period when the
pace of industrialization and urbanization is being quickened, the people's income level
is increasing and their consumption structure is being upgraded. While changing its
mode of foreign trade growth, increasing imports and strengthening intellectual property
protection, and continuing to make contributions to global trade and the world economy,
China keeps up its driving force to maintain sustained economic development through
its huge domestic demand and domestic market. This has determined that China should
and most likely will mainly rely on domestic demand for its development. China will
ensure that investment in fixed assets will increase at a reasonable scale and pace so
as to bring into better play the role of investment in economic growth. By implementing
correct income distribution and consumption policies, China is relying more on domestic
demand and consumption to promote its economic development. In recent years,
domestic investment and consumption needs are increasing at a rather rapid rate.

- Promoting the strategic adjustment of the economic structure and the change of
growth mode. China considers changing the growth mode a strategic focal point, strives
to base economic growth on the enhancement of the quality of its human resources,
efficient use of natural resources, reduction of environmental pollution, and emphasis on
the quality and efficiency of its economy. China will take a new road of industrialization -
using the IT industry to promote industrialization and letting industrialization support the
development of the IT industry. It will quicken the pace of optimizing and upgrading its
industrial structure, develop advanced manufacturing industry, high- and new-tech
industry, especially the IT and biological industries, increase the proportion of the
service sector and improve the level of services, strengthen the construction of
infrastructure facilities of basic industries, and bring into full play the function of

structural readjustment in the change of the growth mode. China will work hard to



develop a cost-saving, recycling and environment-friendly economy, establishing a
national economic system characterized by intensification and cleanness.

- Promoting scientific and technological progress and strengthening the ability of
independent innovation. China is striving to become a country of innovation, and it is a
state strategy to strengthen the ability of independent innovation. It has made medium-
and long-term scientific and technological development plans, setting forth the
objectives and tasks for scientific and technological development for the next 15 years.
China is making every effort to enhance its ability of original innovation, integrated
innovation and re-innovation after absorbing advanced technology from abroad. By
reforming the scientific and technological system and increasing financial input through
various channels, China will promote the construction of its national innovation system
and speed up the pace of commercialization of research findings. China hopes to
increase the proportion of funds for scientific and technological research and
development from 1.44 percent of the GDP in 2004 to 2.5 percent in 2020.

- Making every effort to exploit human resources. China will make effort in implementing
the strategy of relying on talented people to make the country powerful. It will quicken
the readjustment of the educational structure and institute education aimed at all-round
development of students, with emphasis being put on compulsory education, especially
compulsory education in the countryside. It will make greater efforts to develop
vocational education and raise the quality of its higher education, so as to greatly
promote the development of education and foster qualified workers and specialized
personnel in all fields. It is expected that from 2006 to 2010 the secondary vocational
schools will train 25 million graduates, and the higher vocational schools 11 million
graduates for the society. The enrolment rate of China's institutions of higher learning will
reach 40 percent by 2020. Meanwhile, China will bring in talented personnel, especially
high-level personnel, from abroad, forming a favorable mechanism and social
atmosphere in which talented people keep emerging in large numbers and every
individual gives full play to his or her talents, thus providing abundant human resources

and intellectual support for the country's modernization program.



- Working hard to build a resource-saving and environment-friendly society. Historical
experiences show that to have a balanced and orderly development of the world
economy, the international community must handle the energy problem properly.
Through dialogues and cooperation regarding energy, China is working with other
countries to safeguard energy safety and stability. China considers energy saving one of
its basic state policies. Centering on conservation of energy resources and raising the
efficiency of energy consumption, China is working hard to develop a recycling
economy so that it will garner the highest possible economic and social benefits with the
lowest possible energy consumption. China has persisted in relying on its domestic
resources and constantly increasing the supply of domestic energy. China is not only a
big energy consuming country, but also a big energy producing one. Since the 1990s,
China has obtained 90 percent or more of its energy from domestic sources. The
potential of its domestic energy supply is still great. Verified coal reserves account for
only a small proportion of the potential reserves. Moreover, it is likely that new oilfields
and natural gas fields will be discovered, and the future of new types of energy and
regenerated energy is promising. Meanwhile, China upholds the basic state policy of
environmental protection, and is making more and more efforts to protect and improve
its ecological environment, so as to create conditions for sustainable economic and
social development. In its environmental protection efforts, China persists in putting
precautionary measures first, treating environmental pollution comprehensively and
preventing pollution at the source. China gives priority to environmental protection,
makes sure that the exploitation of natural resources is in good order, emphasizes
prevention of excessive exploitation of natural resources, and intensifies protection of
natural resources and ecology.

China will unswervingly carry out the basic state policy of opening up to the outside
world, and actively engage in economic and technological exchanges and cooperation
with other countries to raise the overall level of openness. China has earnestly fulfilled
the promises it made when admitted into the World Trade Organization (WTO) by
constantly improving the management system and policies concerning foreign

businesses in China and creating a fair and predictable legal environment; opening the



market further and improving the environment for investment and trade; improving the
trade structure, enhancing the degree of freedom and convenience for trade and
investment, and creating a better environment for investment; and, in addition,
encouraging its own enterprises to invest overseas and developing alongside foreign
businesses. Opening up to the outside world has played a very important role in
promoting China's economic and social development. The foreign capital China brings
in makes up for the inadequacy of capital for development. Domestic industries have
been growing rapidly thanks to the full utilization of overseas markets. The introduction
of advanced technology, equipment and management expertise has improved the
production technology and management level of Chinese enterprises. Frequent
exchanges with other countries make it possible for China to share the fruits of

mankind's civilization and improve the quality of its own human resources.

[V. Seeking Mutual Benefit and Common Development with Other Countries

China cannot develop independently without the rest of the world. Likewise, the world
needs China if it is to attain prosperity. Following the trend of economic globalization,
China is participating in international economic and technological cooperation on an
ever larger scale, in wider areas and at higher levels in an effort to push economic
globalization towards the direction of common prosperity for all countries. Today, the
mainstream of international trade is to share successes, with all as winners. China
adheres to its opening-up strategy for mutual benefit. For this, it has made conforming to
China's own interests while promoting common development a basic principle guiding
its foreign economic and trade work, develops its economic and trade relations with
other countries on the basis of equality, mutual benefit and reciprocity, and makes
constant contributions to the sustained growth of global trade.

China has exerted itself to push forward multilateral economic and trade relations and
regional economic cooperation, actively participated in the formulation and execution of
international economic and trade rules, and joined various other countries in settling
disputes and problems emerging in their cooperation, so as to promote the balanced

and orderly development of the world economy.
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China has been an active supporter of and participant in multilateral trade system. Since
its accession to the WTO in December 2001, China has strictly kept its commitments to
create more favorable conditions for international economic and technological
cooperation. China has sorted out and revised some 3,000 laws, regulations and
department rules, continually improved its foreign-related economic legal system, and
enhanced the transparency of its trade policies. China has cut its customs tariffs step by
step, as promised, and by 2005 its average tariffs had been reduced to 9.9 percent, and
most non-tariff measures had been cancelled. Banking, insurance, securities,
distribution and other service trade sectors have opened wider to the outside world. Of
the 160-odd service trade sectors listed by the WTO, China has opened more than 100,
or 62.5 percent, a level close to that of the developed countries. China has actively
pushed ahead with a new round of multilateral trade negotiations, participated in talks
on various topics, especially on agriculture, market access of non-farm products and the
service trades, and played a constructive role in helping developing and developed
members reduce disputes through talks. China, together with other WTO members, has
done a lot of work to spur substantial progress to reach early agreement among the
negotiators.

China has continuously stepped up participation in regional economic cooperation. The
building of the China-ASEAN Free Trade Area is going full steam ahead. Following the
practice of zero tariffs on farm products under the "Early Harvest Program," the
Agreements on Trade in Goods and the Dispute Settlement Mechanism Agreement were
formally signed in November 2004, and in July 2005 the free trade area launched its
tariff concession program, clearing the way for realizing its goals. At present, the
building of the Shanghai Cooperation Organization is proceeding with comprehensive
and pragmatic cooperation, and its process to facilitate trade investment has been
launched in an all-round way. China has also initiated negotiations on such free trade
areas as the China-Southern African Development Community, China-Gulf Cooperation
Council, and China-New Zealand, China-Chile, China-Australia and China-Pakistan, and
signed relevant agreements with its partners. China is also an active and pragmatic

participant in the activities of the Asia-Pacific Economic Cooperation, Forum on China-



Africa Cooperation, Sino-Arab Cooperation Forum, Asia-Europe Meeting and Greater
Mekong Subregion Economic Cooperation Program. China advocates the liberalization
and facilitation of investment in bilateral trade, and has signed bilateral trade
agreements or protocols with more than 150 countries and regions, bilateral investment
protection agreements with more than 110 countries, and agreements with over 80
countries on the avoidance of double tariffs.

China sticks to the principle of mutual benefit and win-win cooperation, tries to find
proper settlement of trade conflicts and promotes common development with other
countries. Trade conflicts are quite natural in international economic exchanges.
Following international practice and WTO rules, China has tried to resolve such conflicts
through dialogue on an equal footing and through the WTO dispute settlement
mechanism. When promulgating and implementing domestic economic policies, it tries
to take international factors and influences into account as well as the impacts its own
economic growth imposes on the outside world. Based on its reform and development,
China is serious in judging the effects its exchange rate reform may bring to surrounding
countries and regions, and the global economy and finance. It has thus advanced the
reform in a steady way, adopted a managed floating exchange rate regime based on
market supply and demand, and linked and adjusted it according to a basket of
currencies, so that the Renminbi exchange rate will remain stable at a reasonable and
balanced level. China has intensified its protection of intellectual property rights,
improved the relevant legal system, and tightened up law enforcement to crack down on
all kinds of violations.

Growing China is active in international economic and technological cooperation, and
provides good opportunities and a huge market for the rest of the world. All countries,
the developed countries in particular, have reaped lucrative benefits from investment in
and service trade with China.

China's active involvement in the international division of labor and cooperation is
conducive to the reasonable and effective distribution of global resources. As the
largest developing country in the world, China boasts an abundant labor force, the

quality of which has been constantly improving. It is a natural advantage of China in



developing labor-intensive industries and some technology-intensive ones. Along with
economic and social progress, as well as the improvement of the living standards of its
people, China's demand for capital-, technology- and knowledge-intensive products
keeps increasing, offering great opportunities for foreign products, technologies and
services, as the country has now evolved into an internationally acknowledged big
market. China's foreign trade is mutually supplementary with many countries. About 70
percent of China's exports to the US, Japan and the Europe Union (EU) are labor-
intensive, while 80 percent of its imports from the three are capital-, technology- and
knowledge-intensive. In the new structure of international labor division, the country has
become a key link in the global industrial chain.

By importing cheap but good-quality products made in China, the importing countries
can reduce their expenditure and pressure caused by inflation while satisfying the
demands and enhancing the welfare of their consumers. China's labor-intensive
products enjoy unique comparative advantages in the global market. Since 1997, US
consumers have saved billions of dollars every year by buying Chinese commodities -
US$600 billion in the past decade and nearly US$100 billion in 2004 alone.

The expansion of China's reciprocal economic and trade relations with other countries
has benefited both in a tremendous way. China's imports have kept growing by a yearly
16 percent since 1978, and the country imported commodities worth US$1,270 billion in
the three transitional years following its WTO accession. In 2004, China became the
world's third largest importer, next only to the US and Germany, with US$148.47 billion
of increased imports or 9 percent of the world's total growth of imports. Also in 2004,
China's trade volume with the EU, the US and Japan totaled US$177.3 billion, US$169.6
billion and US$167.8 billion, respectively, making them China's top three trade partners
and main sources of foreign investment. In the same year, China's trade volume with
Asian countries and regions amounted to US$664.9 billion, 34.2 percent up over that of
the previous year. This figure accounted for 57.6 percent of China's total foreign trade
value. In addition, China has become the fourth largest trading partner of and a fast-

growing market for ASEAN.



The huge market of China offers such great opportunities for international capital that
investors around the world have benefited from China's rapid economic growth. From
1990 to 2004, foreign investors repatriated US$250.6 billion in profits from China. In
2004, US-funded enterprises in China generated US$75 billion in sales revenue in
China, and their products earned another US$75 billion elsewhere. A 2005 survey by the
American Chamber of Commerce-People's Republic of China shows that 70 percent of
American firms are making profits in China, and about 42 percent report a higher profit
rate than their global average.

China's growing investment abroad has also fueled the economies of the destination
countries. At the end of 2004, China's net non-banking direct investment abroad
amounted to US$44.8 billion, spreading to 149 countries and regions. Among which,
US$33.4 billion, or 75 percent, went to Asia.

China's foreign economic and trade cooperation has tremendous potential and boosts
bright prospects. In the post-WTO era, China imported US$500 billion worth of
commadities annually during the period from December 2001 to September 2005, which
meant 10 million jobs for the countries and regions concerned. In the next few years, it
will import US$600 billion worth of goods annually, and the amount will exceed
US$1,000 billion by 2010. By 2020, the scale and total demand of the Chinese market
will quadruple that in 2000. During the process, the rest of the world will find
development and business opportunities in their reciprocal cooperation with China,

which will greatly accelerate the growth of the global economy.

V. Building a Harmonious World of Sustained Peace and Common Prosperity

Mankind has only one home - the Earth. Building a harmonious world of sustained peace
and common prosperity is a common wish of the people throughout the world as well as
the lofty goal of China in taking the road of peaceful development.

China holds that the harmonious world should be democratic, harmonious, just, and
tolerant.

- Upholding democracy and equality to achieve coordination and cooperation. All

countries should, on the basis of the UN Charter and the Five Principles of Peaceful
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Coexistence, promote democracy in international relations through dialogue,
communication and cooperation. The internal affairs of a country should be decided by
its people, international affairs should be discussed and solved by all countries on an
equal footing, and developing countries ought to enjoy the equal right to participate in
and make decisions on international affairs. All countries should respect each other and
treat each other equally. No country is entitled to impose its own will upon others, or
maintain its security and development at the price of the interests of others. The
international community should oppose unilateralism, advocate and promote
multilateralism, and make the UN and its Security Council play a more active role in
international affairs. When dealing with international relations, it is necessary to persist in
proceeding from the common interests of all the people throughout the world, make
efforts to expand common interests, enhance understanding through communication,
strengthen cooperation through understanding and create a win-win situation through
cooperation.

- Upholding harmony and mutual trust to realize common security. All countries should
join hands to respond to threats against world security. We should abandon the Cold
War mentality, cultivate a new security concept featuring mutual trust, mutual benefit,
equality and coordination, build a fair and effective collective security mechanism aimed
at jointly preventing conflict and war, and cooperate to eliminate or reduce as much as
possible threats from such non-traditional security problems as terrorist activities,
financial crises and natural disasters, so as to safeguard world peace, security and
stability. We should persist in settling international disputes and conflicts peacefully
through consultations and negotiations on the basis of equality, work together to oppose
acts of encroachment on the sovereignty of other countries, interference in the internal
affairs of other countries, and willful use or threat of use of military force. We should step
up cooperation in a resolute fight against terrorism, stamp out both the symptoms and
root causes of the problem of terrorism, with special emphasis on eliminating the root
cause of the menace. We should achieve effective disarmament and arms control in a

fair, rational, comprehensive and balanced fashion, prevent the proliferation of weapons



of mass destruction, vigorously promote the international nuclear disarmament process,
and maintain global strategic stability.

- Upholding fairness and mutual benefit to achieve common development. In the
process of economic globalization, we should stick to the principle of fairness, achieve
balanced and orderly development, and benefit all countries, developing countries in
particular, instead of further widening of the gap between South and North. We should
propel economic globalization towards the direction of common prosperity. The
developed countries should shoulder greater responsibility for a universal, coordinated
and balanced development of the world, while the developing countries should make full
use of their own advantages to achieve development. We should actively further trade
and investment liberalization and facilitation, remove all kinds of trade barriers, increase
market access, ease restrictions on technology export, so as to establish an
international multilateral trading system that is public, fair, rational, transparent, open
and nondiscriminatory, and construct a good trading environment conducive to orderly
global economic development. We should further improve the international financial
system to create a stable and highly efficient financial environment conducive to global
economic growth. We should step up worldwide dialogue and cooperation on energy,
and jointly maintain energy security and energy market stability. We should actively
promote and guarantee human rights to ensure that everyone enjoys equal opportunities
and right to pursue overall development. We should make innovations in the mode of
development, promote the harmonious development of man and Nature, and take the
road of sustainable development.

- Upholding tolerance and opening to achieve dialogue among civilizations. Diversity of
civilizations is a basic feature of human society, and an important driving force for the
progress of mankind. All countries should respect other country's right to independently
choose their own social systems and paths of development, learn from one another and
draw on the strong points of others to make up for their own weak points, thus achieving
rejuvenation and development in line with their own national conditions. Dialogues and
exchanges among civilizations should be encouraged with the aim of doing away with

misgivings and estrangement existing between civilizations, and develop together by



seeking common ground while putting aside differences, so as to make mankind more
harmonious and the world more colorful. We should endeavor to preserve the diversity
of civilizations and development patterns, and jointly build a harmonious world where all
civilizations coexist and accommodate one another.

Over the years, China has persisted in the policies of peace, development and
cooperation, and pursued an independent foreign policy of peace. In the spirit of
democracy, harmony, justice and tolerance, China has been playing a constructive role,
and making efforts to attain the lofty goal of building a harmonious world together with all
other countries.

China is working hard to bring about a just and rational new international political and
economic order, and stands for greater democracy in international relations. China
adheres to the purpose and principles of the UN Charter, attaches great importance to
the UN's role in international affairs as the core of the international multilateral
mechanism, vigorously promotes multilateral cooperation to settle regional conflicts and
development problems, and actively supports the UN to play a greater role in
international affairs. China backs up UN reform, and firmly helps safeguard its long-term
interests and the common interests of its members. China has joined more than 130
inter-governmental international organizations, including the International Atomic Energy
Agency (IAEA), is committed to 267 international multilateral treaties such as the Treaty
on the Non-Proliferation of Nuclear Weapons, and actively participates in international
cooperation in such fields as anti-terrorism, arms control, non-proliferation,
peacekeeping, economy and trade, development, human rights, law-enforcement, and
the environment.

China takes practical steps to establish fraternal relations with surrounding regions and
promote cooperation in maintaining regional security. In line with the generally
acknowledged principles of international law and in the spirit of consultation on the basis
of equality, mutual understanding and mutual accommodation, China has made efforts
to properly resolve boundary issues with neighboring countries, settle disputes and
promote stability. So far, thanks to joint efforts with various countries, China has signed

boundary treaties with 12 continental neighbors, settling boundary issues left over from



history. The boundary issues with India and Bhutan are in the process of being settled.
China actively promotes dialogue and cooperation on regional security, and plays a
positive and constructive role in such regional mechanisms as ASEAN + China, ASEAN
+ China, Japan and the ROK, Shanghai Cooperation Organization, Asia Pacific
Economic Cooperation, ASEAN Regional Forum, and Asian Cooperation Dialogue.
China has joined the Treaty of Amity and Cooperation in Southeast Asia, lending new
vitality to the peaceful and friendly relationship between China and ASEAN members.
China plays a constructive role in resolving weighty international and regional issues for
common security. With respect to the nuclear issue on the Korean Peninsula, China has
worked tirelessly with the other relevant parties, and succeeded in convening and
hosting first the Three-Party Talks (China, North Korea and the United States) and then
the Six-Party Talks (China, North Korea, the United States, the Republic of Korea, Russia
and Japan). China was instrumental in getting the participants to issue a joint statement,
thus mitigating tension on the peninsula, and contributing constructively to peace and
stability in Northeast Asia. Regarding the Middle East issue, China encourages the
parties involved to resume talks and start a new peace process based on relevant UN
resolutions and the principle of "Land for Peace." As for the Iraqg issue, China advocates
seeking a political solution within the UN framework, and is making great efforts in this
regard. On the Iran nuclear issue, China has tried several approaches to persuade the
parties involved to engage in dialogue and find a proper and peaceful settlement within
the IAEA framework. Moreover, China is expanding its participation in UN peacekeeping
efforts, having sent military personnel, police and civil officers on 14 UN peacekeeping
missions, to the number of 3,000.

For many years, China has provided assistance within its capacity to other developing
countries to help them build the capacity for self-development as well as engage in
common development. So far, China has provided assistance to more than 110
countries and regional organizations for over 2,000 projects. China has reduced or
canceled 198 debts totaling 16.6 billion yuan owed to it by 44 developing countries. In
May 2005, the International Poverty-Reduction Center in China was formally set up in

Beijing. In September 2005, at the High-Level Meeting on Financing for Development,



on the occasion of the 60th Anniversary of the United Nations, President Hu Jintao
announced the new measures China would adopt to increase assistance to other
developing countries: China will give zero tariff treatment for certain products to all the
39 Least-Developed Countries (LDCs) having diplomatic relations with China, covering
most commodities exported by these countries to China; further expand aid to Heavily
Indebted Poor Countries (HIPCs) and LDCs; through bilateral channels, exempt or
cancel in other ways within the next two years of all the outstanding interest-free and
low-interest government loans due as of the end of 2004 owed by all the HIPCs having
diplomatic relations with China; within the next three years, provide US$10 billion in
preferential loans and preferential export buyer's credit to developing countries to help
them strengthen the construction of infrastructure, promote enterprises of both sides to
carry out joint venture cooperation; within the next three years, increase aid to
developing countries, particularly aid to African countries in related areas, provide to
them medicines including effective drugs to prevent malaria, help them build and
improve medical facilities and train medical personnel; and train 30,000 persons of
various professions from the developing countries within the next three years, and help
relevant countries expedite the training of talented people.

China continuously enhances exchanges and dialogues with other civilizations to
promote mutual tolerance. Opening, tolerance and all-embracing are important features
of Chinese civilization. As the trend of economic globalization develops in depth, China,
all the more aware of the significance of exchanges and dialogues among different
civilizations, is working harder to get the rest of the world to understand China, while
absorbing and drawing on the useful fruits of other civilizations. In recent years, China
has cooperated with numerous countries in holding Culture Weeks, Culture Tours,
Culture Festivals and Culture Years, thus helping promote exchanges and
understanding between the Chinese people and other peoples, and creating new forms

for equal dialogue between civilizations.

Conclusion
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China is the largest developing country in the world. The 1.3 billion Chinese people,
taking the road of peaceful development, undoubtedly play a critical and positive role in
the lofty pursuit of the peace and development of mankind.

The Chinese government and people are well aware that China is still a developing
country facing a lot of difficulties and problems on its road of development, and
therefore it still has a long way to go before modernization is achieved. The road of
peaceful development accords with the fundamental interests of the Chinese people; it
also conforms to the objective requirements of social development and progress of
mankind. China is now taking the road of peaceful development, and will continue to do
so when it gets stronger in the future. The resolve of the Chinese government and the
Chinese people to stick to the road of peaceful development is unshakable.

The Chinese government and people also see clearly that peace and development, the
two overriding issues facing the world, have not yet been fundamentally achieved. Local
wars and conflicts arising from various causes keep erupting. Problems and conflicts in
some regions remain complicated and thorny. Traditional and non-traditional factors
threatening security are intertwined. The wealth gap between North and South continues
to widen. People in some countries are still being denied the basic right to subsistence,
and even survival. All this has made the road leading to a harmonious world
characterized by sustained peace and common prosperity a bumpy and challenging
one, and reaching the goal demands long and unremitting efforts by the people
throughout the world.

The 21st century has opened up bright prospects, and human society is developing at
an unprecedented rate. China has identified its goal for the first 20 years of this century.
That is, to build a moderately well-off society in an all-round way that benefits over one
billion people, further develop China's economy, improve democracy, advance science
and education, enrich culture, foster greater social harmony and upgrade the quality of
life of the Chinese people. China is certain to make more contributions to the lofty cause

of peace and development of mankind.
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Situated in the East, China, a country with an ancient civilization and a population of over
1.3 billion, is making big strides in its advance toward modernization. What path of
development has China chosen? What will China's development bring to the rest of the
world? These issues are the focus of the whole world.

China has declared to the rest of the world on many occasions that it takes a path of
peaceful development and is committed to upholding world peace and promoting
common development and prosperity for all countries. At the beginning of the second
decade of the 21st century and on the occasion of the 90th anniversary of the founding
of the Communist Party of China (CPC), China declared solemnly again to the world that
peaceful development is a strategic choice made by China to realize modernization,
make itself strong and prosperous, and make more contribution to the progress of
human civilization. China will unswervingly follow the path of peaceful development.

I. The Path of China's Peaceful Development: What It Is About

Over the past 5,000 years, people of all ethnic groups in China, with diligence and

wisdom, have created a splendid civilization and built a unified multi-ethnic country. The
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Chinese civilization has a unique feature of being enduring, inclusive and open. The
Chinese nation has endeavored to learn from other nations and improved itself through
centuries of interactions with the rest of the world, making major contribution to the
progress of human civilization.

In the mid-19th century, Western powers forced open China's door with gunboats.
Internal turmoil and foreign aggression gradually turned China into a semi-colonial and
semi-feudal society. The country became poor and weak, and the people suffered from
wars and chaos. Facing imminent danger of national subjugation, one generation of
patriots after another fought hard to find a way to reform and save the nation. The
Revolution of 1911 put an end to the system of monarchy which had ruled China for
several thousand years, and inspired the Chinese people to struggle for independence
and prosperity. However, such efforts and struggle failed to change the nature of China
as a semi-colonial and semi-feudal society, or lift the Chinese people out of misery.
Living up to the people's expectation, the CPC led them in carrying out arduous
struggle, and finally founded the People's Republic of China in 1949. This marked the
realization of China's independence and liberation of its people and ushered in a new
epoch in China's history.

In the past six decades and more since the founding of New China, and particularly
since the introduction of the reform and opening-up policies in 1978, the Chinese
government has worked hard to explore a path of socialist modernization that conforms
to China's conditions and the trend of the times. Overcoming difficulties and setbacks,
the Chinese people have advanced with the times, drawn on both experience and
lessons from the development of China itself and other countries, deepened
understanding of the laws governing the development of human society, and promoted
the self-improvement and growth of the socialist system. Through arduous struggle, the
Chinese people have succeeded in finding a path of development conforming to
China's reality, the path of socialism with Chinese characteristics.

Viewed in the broader, global and historical context, the path of peaceful development
may be defined as follows: China should develop itself through upholding world peace

and contribute to world peace through its own development. It should achieve



development with its own efforts and by carrying out reform and innovation; at the same
time, it should open itself to the outside and learn from other countries. It should seek
mutual benefit and common development with other countries in keeping with the trend
of economic globalization, and it should work together with other countries to build a
harmonious world of durable peace and common prosperity. This is a path of scientific,
independent, open, peaceful, cooperative and common development.

-- Scientific development. Scientific development means respecting and following the
laws governing the development of economy, society and nature, focusing on
development and freeing and developing the productive forces. China takes the
Scientific Outlook on Development as an important principle guiding economic and
social development, and gives top priority to development in governing and rejuvenating
the country by the Party. It puts people first, promotes comprehensive, balanced, and
sustainable development, and takes all factors into consideration when making
balanced overall plans. In putting people first, the Chinese government always respects
human rights and human values and works to meet the ever-growing material and
cultural needs of the people and promote prosperity for all. It strives to advance the all-
round development of man, to ensure that development is for the people, by the people
and with the people sharing its fruits. In promoting comprehensive, balanced, and
sustainable development, the Chinese government promotes comprehensive economic
development as well as political, cultural and social progress and ecological
improvement, and coordinated development of all links and aspects of the
modernization drive. In making balanced overall plans, the Chinese government seeks
to identify and properly handle the major relationships in the cause of building socialism
with  Chinese characteristics and maintain balance between urban and rural
development, development of different regions, economic and social development, man
and nature, and domestic development and opening to the outside world.

-- Independent development. As a populous developing country, China must rely on
itself in pursuing development. China maintains independence, focuses on domestic
development, acts in keeping with its national conditions, carries out reform and

innovation for economic and social development through its own efforts, and it does not



shift problems and difficulties onto other countries. In the era of economic globalization,
only by pursuing independent development can China more effectively participate in
international division of labor, and promote mutually beneficial cooperation with other
countries.

-- Open development. China has learned from its development course that it cannot
develop itself with its door closed. Taking reform and opening-up as a basic policy,
China both carries out domestic reform and opens itself to the outside world, both
pursues independent development and takes part in economic globalization and both
carries forward the fine traditions of the Chinese nation and draws on all the fine
achievements of other civilizations. It combines both the domestic market and foreign
markets and uses both domestic resources and foreign resources. China integrates
itself with the rest of the world with an open attitude, expands and deepens the opening-
up strategy, and strengthens exchanges and cooperation with other countries. It strives
to build an open economic system which ensures better linkages with the global
economy, mutually beneficial cooperation as well as security and efficiency. China will
never close its door to the outside world, and will open itself increasingly wider.

-- Peaceful development. The Chinese nation loves peace. From their bitter sufferings
from war and poverty in modern times, the Chinese people have learned the value of
peace and the pressing need of development. They see that only peace can allow them
to live and work in prosperity and contentment and that only development can bring
them decent living. Therefore, the central goal of China's diplomacy is to create a
peaceful and stable international environment for its development. In the meantime,
China strives to make its due contribution to world peace and development. It never
engages in aggression or expansion, never seeks hegemony, and remains a staunch
force for upholding regional and world peace and stability.

-- Cooperative development. There are always competition and conflicts in international
relations. Each country should draw on others' merits to offset its own weakness through
fair competition, find opportunities for cooperation, expand areas of cooperation, and
improve common interests. China uses cooperation as a way to pursue peace, promote

development and settle disputes. It seeks to establish and develop cooperative



relationships of different forms with other countries and effectively meet growing global
challenges by constantly expanding mutually beneficial cooperation with other
countries, and works with them to solve major problems that affect world economic
development and human survival and progress.

-- Common development. Countries are becoming increasingly interdependent. Only
when common development of all countries is realized and more people share the fruit
of development, can world peace and stability have a solid foundation and be effectively
guaranteed, and can development be sustainable in all countries. Therefore, China
unswervingly follows a strategy of opening-up and mutual benefit. It pursues both its
own interests and the common interests of mankind and works to ensure that its own
development and the development of other countries are mutually reinforcing, thus
promoting the common development of all countries. China sincerely hopes to work with
other countries to realize common development and prosperity.

Thanks to its pursuit of peaceful development, China has undergone profound changes.
It has made remarkable achievements in development, made major contribution to world
prosperity and stability, and is more closely linked with the rest of the world.

China's overall strength has grown considerably. Its total economic output reached
US$5.88 trillion in 2010, over 16 times that of 1978, rising to 9.3% of the world's total
from 1.8% in 1978. The material basis for China's modernization drive has become more
solid; steady progress has been made in turning China into an industrialized,
information-based, urbanized, market-oriented and internationalized country, and the
cause of socialist development is being advanced in all respects. The Chinese people,
once inadequately fed and clad, are leading a decent life on the whole, a historic
breakthrough. The share of China's per capita income comparable to the world average
grew from 24.9% in 2005 to 46.8% in 2010. A historic transformation from a highly
centralized planned economy to a dynamic socialist market economy has been
achieved in China. A basic economic system in which public ownership takes the lead
and different economic ownerships grow side by side has come into being. The market
plays an increasingly important role in allocating resources, and the system of

macroeconomic regulation is improving. A social security system covering both urban



and rural residents is taking shape, and culture, education, science and technology,
health care, sports and other social programs are flourishing.

A historic transformation turning China from a closed or semi-closed state to one
featuring all-round opening up has been realized. With the setting up of special
economic zones, opening of coastal areas, regions along the major rivers and the
borders and inland areas to the outside world, absorbing foreign investment and making
Chinese investment overseas, and entry into the World Trade Organization, China has
taken an active part in economic globalization and regional economic cooperation, and
its opening-up has steadily deepened. The country's total import and export volume
grew from US$20.6 billion-worth in 1978 to US$2.974 trillion-worth in 2010. Utilized
foreign direct investment from 1979 to 2010 totaled US$1.04838 trillion. China maintains
business and trade ties with 163 countries and regions. It has signed ten free-trade-
zone agreements, bilateral investment treaties with 129 countries, and double taxation
avoidance agreements with 96 countries. All this shows that China is actively promoting
liberalization and facilitation of trade and investment. To honor its commitments to the
WTO, China has reduced its total tariff rate from 15.3% before its entry into the WTO to
the present 9.8%, and abolished most non-tariff measures. China has been working to
build a framework in which its relations with other major countries are generally stable
and mutually beneficial and develop in a balanced way, and which ensures that China
and its neighbors share opportunities and develop together. It has strengthened
traditional friendship, solidarity and cooperation with other developing countries. China
is becoming increasingly interdependent with other countries, it is more closely linked
with them in terms of interests, and its exchanges and cooperation with other countries
are becoming more extensive than ever before.

China has made important contribution to the stable development of the world economy.
Since its entry into the WTO in 2001, China has imported goods worth nearly US$750
billion every year, and created over 14 million jobs for those exporting countries and
regions. Over the past decade, foreign-funded companies in China have remitted a total
of US$261.7 billion of profits, with an annual increase of 30%. From 2000 to 2010,
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to US$59 billion, thus boosting the economic development in the recipient countries. In
2009, overseas China-invested companies paid taxes worth US$10.6 billion, and
employed 439,000 local people. China has contributed over 10% to world economic
growth every year in recent years. In 1997 when the Asian financial crisis caused a
dramatic devaluation of currencies in countries and regions close to it, China
succeeded in keeping the RMB exchange rate basically stable, contributing to regional
economic stability and development. Since the international financial crisis erupted in
2008, China has taken an active part in the G20's efforts to build a global economic
governance mechanism, promoted the reform of the international financial system, got
involved in multi-country macroeconomic policy coordination, and participated in
international trade financing schemes and financial cooperation. It has sent large
overseas purchasing missions and helped countries in difficulties. China conscientiously
meets the Millennium Development Goals of the United Nations, and is the only country
in the world that has halved the number of people living in poverty ahead of schedule. In
addition, China provides assistance to other countries and regions as its capacity
permits. By the end of 2009, China had given assistance worth RMB 256.3 billion to 161
countries and over 30 international and regional organizations, reduced and canceled
380 debts incurred by 50 heavily indebted poor countries and least-developed
countries, trained 120,000 people for other developing countries, and sent 21,000
medical personnel and nearly 10,000 teachers abroad to help other countries. China
encourages the least-developed countries to expand exports to China and has pledged
zero tariff treatment to over 95% of the exports to China by all the least-developed
countries which have diplomatic relations with China.

China plays an important role in safeguarding world peace and meeting global
challenges. China is the only nuclear-weapon country that has publicly stated that it will
not be the first to use nuclear weapons, or use or threaten to use nuclear weapons
against non-nuclear-weapon states or nuclear-weapon-free zones. China has
dispatched about 21,000 personnel on 30 UN peacekeeping missions, which is the
highest number among the permanent members of the UN Security Council. China takes
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provides humanitarian aid and dispatches rescue teams to countries hit by severe
natural disasters and deploys naval escort fleets to combat piracy in the Gulf of Aden
and off the coast of Somalia. China is a member of over 100 intergovernmental
international organizations, a party to over 300 international conventions, and an active
participant in building the international system. China is the first developing country to
formulate and implement the National Climate Change Program. It is also one of the
countries which have made the greatest efforts in energy saving and emission reduction
and which have made the fastest progress in developing new and renewable energy
sources in recent years. China has played a constructive role in addressing international
and regional hotspot problems. For instance, it calls for resolving the Korean nuclear
issue, the Iranian nuclear issue and other hotspot issues through peaceful talks, and has
helped to establish the Six-Party Talks mechanism on the Korean nuclear issue. China
has settled historical boundary issues with 12 land neighbors. It calls for settling
disputes over territory and maritime rights and interests with neighboring countries
through dialogue and negotiation. For instance, China has made a constructive proposal
to "shelve disputes and seek joint development" and done its utmost to uphold peace
and stability in the South China Sea, East China Sea and the surrounding areas. China
seeks to promote common development and prosperity in the Asia-Pacific region by
pursuing bilateral cooperation and participating in regional and sub-regional
cooperation.

China's development since New China was founded in 1949 and particularly since the
reform and opening-up policies were introduced in 1978 shows that China is an
important member of the international community which has contributed its due share to
bringing about a more just and equitable international political and economic order.

II. What China Aims to Achieve by Pursuing Peaceful Development

China's overall goal of pursuing peaceful development is to promote development and
harmony domestically and pursue cooperation and peace internationally. Specifically,
this means that China will endeavor to make life better for its people and contribute to
human progress through hard work, innovation and reform carried out by the Chinese
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beneficial cooperation with other countries. This has become a national commitment
which is manifest in strategies for national development, and progress made in the
course of China's development.

To achieve modernization and common prosperity for the people is the overall goal of
China's pursuit of peaceful development. Following the introduction of the policies of
reform and opening-up to the outside world in the late 1970s, China adopted and
implemented a three-step strategy for achieving modernization. The first step was to
double the GNP of 1980 and ensure people's basic living needs. The second step was
to redouble the output of 1980 and achieve initial prosperity by the end of the 20th
century. The goals of these two steps have been met. The third step aims to make the
per capita GNP reach the level of that of the medium-developed countries, bring about
general prosperity, basically realize modernization and build China into a rich, strong,
democratic, civilized, harmonious and modern socialist country by the 100th anniversary
of the People's Republic of China in the mid-21st century. The central goal of this three-
step development strategy is to improve people's material and cultural lives, and make
the people rich and the country strong. Meanwhile, as its comprehensive strength
increases, China will shoulder corresponding international responsibilities and
obligations.

To build a society of higher-level initial prosperity in an all-round way which benefits over
one billion Chinese people is the medium-and long-term goal of China's pursuit of
peaceful development. By 2020, China will have built a society of higher-level initial
prosperity in an all-round way that benefits the over one billion Chinese people. This will
make China a country which has basically realized industrialization, significantly
increased its comprehensive national strength and taken the lead in the world in terms
of the total size of the domestic market. The general living standard and quality of life of
the Chinese people will be raised, and the country's natural environment will be well
protected. The Chinese people will enjoy full democratic rights, are better educated and
pursue common aspirations. China's social system and institutions will be further
improved, the Chinese society will be more dynamic, stable and unified, and China will

be a more open and engaging country and contribute more to human civilization.



To implement the Twelfth Five-Year Plan of development is the near and medium-term
goal of China's pursuit of peaceful development. To build a society of initial prosperity in
an all-round way, the Outline of the Twelfth Five-Year Plan for National Economic and
Social Development of the People's Republic of China (2011-2015) laid down the
guiding principles, goals and major tasks for this period. In the coming five years, China
will focus on scientific development and accelerate the shifting of model of growth in
pursuing economic and social development, and efforts will be made to achieve the
following goals: ensuring stable and fairly fast development of the economy, making
great progress in carrying out strategic adjustment of the economy, significantly
improving science, technology and education, making major progress in saving
resources and protecting the environment, continuing to improve people's lives,
enhancing social services and further deepening the reform and opening-up to the
outside world. Through the concerted efforts of the Chinese people, we will make major
progress in shifting the model of growth, markedly improve China's comprehensive
strength, international competitiveness and the ability to ward off risks and consolidate
the foundation for building a society of initial prosperity in an all-round way. Meanwhile,
China will energetically conduct international exchanges and cooperation, and expand
and deepen the shared interests of all countries to promote common development.

From ensuring people's basic living needs to building a society of initial prosperity and
then to reaching the level of the medium-developed countries -- this is what China's
strategy for peaceful development is all about. To reach these goals, China will make
the following efforts:

-- Accelerating the shifting of the model of growth

Making adjustment of the economic sectors will receive top priority. Domestic demand,
especially consumer demand, will be stimulated by increasing individual consumption
through multiple channels and by adjusting and improving the domestic investment mix.
Industrialization, urbanization and agricultural modernization will be promoted
simultaneously so that economic growth will be driven by the combined forces of
consumption, investment and export instead of investment and export only. China's
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tertiary sectors instead of the secondary sector only. It will also be driven by progress in
R&D, better quality of the labor force and managerial innovation instead of increase of
material and resource consumption. Moreover, we are carrying out strategies of
accelerating development through developing science and technology, and fostering
people with capabilities to build China into a country of innovation. We should be open
to new ideas and be innovative in improving institutions, draw on the advanced
technologies and managerial expertise of other countries, and improve the sustainability
and efficiency of economic growth.

We will make more efforts to remove bottlenecks in resources and the environment that
impede development. We will adopt a green and low-carbon development approach
with emphasis on energy-saving and emission reduction, and accelerate the forming of
energy-saving and eco-friendly modes of production and consumption. We will build a
circular economy, improve environmental quality, build safe, stable, efficient, clean and
modern energy industries, enhance resources supply, promote harmonious
development between man and nature, and strike a balance among economic
development, population, resources and the environment. We will explore a new path
towards industrialization based on science and technology, with high economic returns,
low consumption of resources, less pollution, and full utilization of human resources. The
all-round, coordinated and sustainable growth of China's economy will create great
space for the growth of the world economy.

-- Further exploiting China's domestic resources and its market strengths

With abundant human and material resources and a fairly complete industrial system,
China will mainly rely on itself in pursuing sustainable development. It is estimated that
by 2015 the number of skilled personnel will reach 156 million in China, 15% of the
workforce will have received higher education, and the rate of contribution to economic
growth by skilled people will reach 32%. This will ensure ample supply of quality labor
force to sustain China's economic development. China ranks among the first in the world
in terms of deposits of mineral resources and farmland and is basically self sufficient in
grain supply. Although China's per capita share of resources is low, we can minimize
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play to market's role of resources allocation and progress in R&D. China will fully tap the
strengths of its industries of raw material, equipment manufacturing and consumer
goods production to meet the consumption demands of the Chinese people and provide
more quality goods and services to the international market.

The size of China's population and its total economic output mean a huge potential of
domestic demand. With the continuous increase of per capita income, steady growth of
domestic investment, and further progress in implementing the strategy for regional
development, China will see the emergence of growth engines and its market will further
expand. In the coming five years, China's consumption structure will be further
upgraded, and the potential of individual consumption will be further released. The size
of China's domestic market will be one of the biggest in the world, and the accumulated
import volume is expected to reach US$8 trillion. All this will create more business
opportunities to other countries.

-- Accelerating the building of a harmonious society

China will accelerate the building of a harmonious society with emphasis on improving
people's lives, thus strengthening the foundation of achieving social harmony. It will
accelerate the reform of social systems, improve basic public services, develop new
mechanisms for social management and make such management more efficient, and
improve income distribution and the social security system. Our goal is to ensure that all
people have the right to education, employment and pay, medical and old-age services
and housing, so that all the people share the responsibility of creating a harmonious
society and enjoy life and the full benefit of development in such a society.

We will strengthen the building of socialist democracy, advance the political structural
reform actively and steadily, develop socialist democracy and turn China into a socialist
country under the rule of law and ensure that the people control their own destiny. We
will continue to conduct democratic election, decision-making, governance and
supervision in accordance with the law, uphold people's right to have access to
information, to participate in governance, to express their views and to supervise the
government, and we will expand orderly public participation in the political process. We
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autonomy of ethnic minorities, protect people's freedom of religious belief according to
law, and fully respect and uphold basic human rights and other lawful rights and
interests of citizens.

-- Implementing the opening-up strategy of mutual benefit

China will continue to pursue the basic state policy of opening up to the outside world
and the opening-up strategy of mutual benefit. By making full use of the favorable
conditions created by economic globalization and regional economic cooperation in the
course of opening-up, we will move away from focusing on export and absorbing foreign
investment towards putting equal emphasis on import and export and on absorbing
foreign investment and making overseas investment. We will continuously explore new
ways of opening up and improving the open economic system and make the open
economy work better so as to promote China's development, reform and innovation
through opening-up.

We will speed up the way of conducting foreign trade and continue to actively
participate in international division of labor. We will move away from focusing on
increasing volume of trade only to improving the quality and efficiency of trade, and
raise the overall competitiveness of China's foreign trade instead of relying on low cost
production. We will make great efforts to promote service trade, increase import, and
bring about basic balance of payment in international trade. We oppose trade
protectionism and handle properly frictions in international trade.

We will make better use of foreign investment by continuously improving the investment
structure, diversifying ways of investment and expanding investment channels. We will
also speed up the introduction of intellectual resources, talented people and new
technologies, and encourage foreign investment in key areas and regions. We will
protect the legitimate rights and interests of foreign companies in China, adopt an open
attitude towards foreign capital and advanced technologies, and foster a fair and orderly
investment environment. We will continue to implement the national strategy for
intellectual property rights and enhance ability to create, apply, protect and manage
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We will attach greater importance to overseas investment and international cooperation.
We encourage companies of all types to make overseas investment and engage in joint
operations in an orderly way, make R&D-related investment and undertake overseas
project contracting and provide labor services. In addition, we will expand international
cooperation in agriculture and deepen mutually beneficial cooperation with other
countries in the development of energy and other resources. We will undertake more
cooperation projects in host countries which improve life of the local people and
enhance the ability for self-development of the host countries. The Chinese companies
are requested to respect local religions and customs, observe local laws, undertake due
social responsibilities and obligations, and promote the development of the host
countries. We will improve and develop new ways of providing aid so as to make aid
more effective.

We will continue to open China's financial market and financial sectors in an orderly way.
We will build a financial system that provides efficient services and places risks under
control. We will improve the managed, floating exchange rate system based on market
supply and demand, and make the RMB convertible under capital account in a phased
way. These measures will not only facilitate foreign trade and investment cooperation
with China, but also create better conditions for maintaining the stability of international
currencies and financial market and promoting the sound development of economic
globalization.

-- Creating a peaceful international environment and favorable external conditions

China will continue to promote friendly relations with the other countries on the basis of
the Five Principles of Peaceful Coexistence. We will increase strategic dialogue with the
developed countries to promote strategic mutual trust, deepen mutually beneficial
cooperation, handle differences properly, explore ways to establish and develop a new
type of relationship among the major countries and promote long-term, steady and
sound growth of China's relations with these countries. We will continue the policy of
developing good-neighborly relations and treating China's neighbors as partners and
enhance friendship and cooperation with both the neighboring countries and other
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regional environment of peace, stability, equality, mutual trust, cooperation and mutual
benefit. We will enhance unity with other developing countries, deepen traditional
friendship, expand mutually beneficial cooperation, sincerely help the other developing
countries achieve independent development by providing aid and making investment
and uphold their legitimate rights and interests as well as their common interests. We will
actively engage in handling multilateral issues and addressing global issues, undertake
our due international obligations and play a constructive role in making the international
political and economic order fairer and more equitable. We will continue to carry out
exchanges and cooperation with the parliaments, parties, local authorities and NGOs of
other countries, expand people-to-people and cultural exchanges to enhance
understanding and friendship between the Chinese people and the people of other
countries.

China is committed to pursuing a defense policy which is defensive in nature. China has
a vast land territory and sea area, with a borderline of over 22,000 kilometers and a
coastline of over 18,000 kilometers. China faces multiple traditional and non-traditional
security challenges and the threat of separatists and terrorism. It is therefore necessary
and justified to modernize China's defense capabilities in order to uphold China's
security and protect its peaceful development. The fundamental purpose of modernizing
the Chinese armed forces is to safeguard China's sovereignty, security, territorial
integrity and interests of national development. China's defense expenditures are
appropriate and moderate, and are in keeping with the need to safeguard its security.
China will not engage in arms race with any other country, and it does not pose a
military threat to any other country. China follows the principle of not attacking others
unless it is attacked, and it is committed to solving international disputes and hotspot
issues with peaceful means. China actively carries out international military exchanges,
promotes international and regional security cooperation and opposes terrorism in all
forms.

lll. China's Foreign Policies for Pursuing Peaceful Development



As a member of the international community, China has great hope for the future world,
and adopts the following thinking on international relations and foreign policies that
conform to peaceful development.

-- Promoting the building of a harmonious world

China's foreign policy aims to uphold world peace and promote common development.
China advocates the building of a harmonious world of durable peace and common
prosperity and works with other countries in pursuing this goal. To China, it is both a
long-term objective and a current task. To build a harmonious world, we should make
the following efforts:

Politically, countries should respect each other and treat each other as equals, and work
together to promote democracy in international relations. All the countries in the world,
whether big or small, strong or weak, rich or poor, are equal members of the
international community and should receive due respect of the international community.
Countries should also safeguard the UN's core role in handling global affairs, adhere to
the purposes and principles of the UN Charter, abide by international law and the
generally-accepted principles = governing international relations, and promote
democracy, harmony, coordination and win-win spirit in international relations. The
internal affairs of a country should be decided by its own people, international affairs
should be decided by all countries through consultation on an equal footing, and every
country's right to equally participate in international affairs should be respected and
upheld.

Economically, countries should cooperate with each other, draw on each other's
strengths and make economic globalization a balanced and win-win process that
benefits all countries. Countries should also seek to establish an international multilateral
trading system that is fair, open, equitable and nondiscriminatory so that the benefit of
economic globalization will cover all countries. All countries should work together to fulfill
the UN Millennium Development Goals and enable everyone to enjoy the benefit of
development in the 21st century.

Culturally, countries should draw on each other's strengths, seek common ground while
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human civilization. Dialogues and exchanges among civilizations should be encouraged
to do away with ideological prejudice and distrust, and make human society more
harmonious and the world more colorful.

In terms of security, countries should trust each other and strengthen cooperation, settle
international disputes and conflicts peacefully rather than resorting to war and jointly
safeguard world peace and stability. Consultation and dialogue should be carried out to
enhance mutual trust, reduce differences and settle disputes. Use or threat of use of
military force should be avoided.

In terms of the environment, all countries should help each other and make concerted
efforts to better protect our only home -- the Earth. Countries should develop new modes
of development, take the path of sustainable development and promote the harmonious
development of man and nature. We should follow the principle of common but
differentiated responsibilities, and enhance international cooperation in environmental
protection and in addressing climate change.

-- Pursuing an independent foreign policy of peace

The Chinese people adhere to the social system and path of development chosen by
themselves and will never allow any external forces to interfere in China's internal affairs.
China promotes friendly and cooperative relations with all the other countries on the
basis of the Five Principles of Peaceful Coexistence. It does not form alliance with any
other country or group of countries, nor does it use social system or ideology as a
yardstick to determine what kind of relations it should have with other countries. China
respects the right of the people of other countries to independently choose their own
social system and path of development, and does not interfere in other countries'
internal affairs. It is opposed to the practices of the big bullying the small and the strong
oppressing the weak, and to hegemonism and power politics. China calls for settling
disputes and conflicts through talks and consultation and by seeking common ground
while putting aside differences. It does not impose its own will upon others and acts in
the fundamental interests of the Chinese people and the common interests of all peoples
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merits. Upholding justice, China plays an active and constructive role in international
affairs.

China is firm in upholding its core interests which include the following: state
sovereignty, national security, territorial integrity and national reunification, China's
political system established by the Constitution and overall social stability, and the basic
safeguards for ensuring sustainable economic and social development.

China fully respects other countries' legitimate rights to protect their interests. While
developing itself, it fully accommodates other countries' legitimate concerns and
interests and never makes gains at others' expense or shifts its own troubles onto
others.

China aligns its own interests with the common interests of the people of the world and
seeks to expand common interests of all the parties. It works to establish and expand
community of common interests in various fields and at various levels with other
countries and regions. China is committed to promoting the common interests of all
humanity and bringing the benefit of human civilization to everyone.

-- Promoting new thinking on security featuring mutual trust, mutual benefit, equality and
coordination

China advocates a new thinking on security featuring mutual trust, mutual benefit,
equality and coordination, and pursues comprehensive security, common security and
cooperative security.

In terms of comprehensive security, the security issue has new dimensions as traditional
and non-traditional security threats have become intertwined under the new historical
conditions. The international community should appreciate the need of ensuring
comprehensive security and adopt comprehensive measures to address security threats
and their root causes and countries around the world should work together to meet
various challenges to security.

Regarding common security, all countries share a common stake in the era of economic
globalization. The international community should heighten awareness of common
security. Countries should safeguard their own security while respecting others' security
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different alliances, uphold common security through multilateral cooperation and work
together to prevent conflicts and wars. It is important to give full play to the UN's role in
maintaining world peace and security and establish a fair and effective mechanism for
upholding common security.

With regards to cooperative security, war and confrontation will only lead to a vicious
cycle of violence begetting violence, while dialogue and negotiation are the only
effective and reliable way to settle disputes. Countries should seek peace, safeguard
security, settle disputes and promote harmony through cooperation, and oppose the use
or threat of use of military force against one another.

-- Actively living up to international responsibility

For China, the most populous developing country, to run itself well is the most important
fulfillment of its international responsibility. As a responsible member of the international
community, China abides by international law and the generally recognized principles
governing international relations, and eagerly fulfills its international responsibility. China
has actively participated in reforming international systems, formulating international
rules and addressing global issues. It supports the development of other developing
countries, and works to safeguard world peace and stability. As countries vary in
national conditions and are in different stages of development, they should match
responsibility with rights in accordance with their national strength. They should play a
constructive role by fulfilling their due international responsibility in accordance with their
own capability and on the basis of aligning their own interests with the common interests
of mankind. For its part, China will assume more international responsibility as its
comprehensive strength increases.

-- Promoting regional cooperation and good-neighborly relations

China actively enhances friendly cooperation with its neighbors and works with them to
promote a harmonious Asia. China calls on countries in the region to respect each other,
increase mutual trust, seek common ground while putting aside differences, safeguard
regional peace and stability, and settle disputes including those over territorial claims
and maritime rights and interests through dialogue and friendly negotiation. Countries
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integration, improve the current regional and sub-regional cooperative mechanisms, be
open-minded to other proposals for regional cooperation, and welcome countries
outside the region to play a constructive role in promoting regional peace and
development. China does not seek regional hegemony or sphere of influence, nor does
it want to exclude any country from participating in regional cooperation. China's
prosperity, development and long-term stability represent an opportunity rather than a
threat to its neighbors. China will uphold the Asian spirit of standing on its own feet,
being bold in opening new ground, being open and inclusive and sharing weal and
woe. It will remain a good neighbor, friend and partner of other Asian countries.

IV. China's Path of Peaceful Development Is a Choice Necessitated by History

Taking the path of peaceful development is a strategic choice made by the Chinese
government and people in keeping with the fine tradition of Chinese culture, the
development trend of the times and the fundamental interests of China, and it is also a
choice which China's development calls for.

-- Peaceful development carries forward the Chinese historical and cultural tradition.

The world has been believed to be a harmonious whole in the Chinese culture ever
since the ancient times. This belief has a lasting impact on the thinking and acts of the
Chinese nation, which is an important value that the Chinese people follow in handling
interpersonal relationships, the relationship between man and nature and relations
between different countries.

The Chinese people have always cherished a world view of "unity without uniformity,"
"harmony between man and nature," and "harmony is invaluable." This belief calls for the
fostering of harmonious family bond, neighborhood harmony and good interpersonal
relationships. Under the influence of the culture of harmony, peace-loving has been
deeply ingrained in the Chinese character. The world-renowned Silk Road, for example,
was a road of trade, cultural exchanges and peace, which testifies to the pursuit of
friendship and mutually beneficial cooperation with other peoples by the ancient
Chinese. The famous Ming Dynasty navigator Zheng He made seven voyages to the
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along with him the cream of the Chinese culture and technology as well as a message of
peace and friendship.

Imbued with the belief that one should be as inclusive as the vast ocean which admits
hundreds of rivers, the Chinese nation has embraced all that is fine in foreign cultures.
This has forged strong cultural ties, leaving behind much-told anecdotes about the
cultural interactions between China and the world. The Chinese have a strong collective
consciousness and sense of social responsibility. We believe that "you should not do
unto others what you would not have them do unto you." We respect different cultures
and views, treat others in the same way as we expect to be treated, and do not impose
our will upon others. We treat all foreign countries with courtesy, foster harmonious ties
with neighbors and make friends with distant states.

The Chinese people have inherited the fine tradition of Chinese culture of over 5,000
years and added to it new dimensions of the times.

-- Peaceful development is determined by China's basic national conditions.

China has a large population yet a weak economic base. It has to feed close to 20% of
the world's population with 7.9% of the world's farmland and 6.5% of the world's fresh
water. What has been achieved in its social and economic development must meet the
need of 1.3 billion people, which presents a great challenge to China. China's per capita
GDP in 2010 was about US$4,400, ranking around the 100th place in the world.
Unbalanced development still exists between the urban and rural areas and among
different regions; the structural problems in economic and social development remain
acute; and economic growth, which excessively depends on resource input, is
increasingly constrained by resource shortages and environmental problems. All this
has made the shifting of the growth model a daunting task. China's capacity for
independent innovation is weak, and it is at the low end of the value chain in both
international division of labor and trade. The standard of living of the Chinese is not high,
and China's social security system is inadequate, lagging far behind those of the
developed countries.

China's modernization involves one fifth of the world's population and will be a long-term
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unprecedented in the present world and rare in human history. China will remain a
developing country for a long time to come, which means that China must dedicate itself
to advancing its modernization drive, promoting development and improving its people's
livelihood. This calls for maintaining a peaceful and stable international environment and
conducting international exchanges and cooperation. China could become strong in the
future. Yet peace will remain critical for its development, and China has no reason to
deviate from the path of peaceful development. China's basic conditions, its cultural
traditions, its fundamental national interests and its long-term interests -- all these factors
have created the innate force driving China's peaceful development.

-- Peaceful development is a choice that represents the global trend.

Peace and development are the two major issues of today's world. Peace, development
and cooperation are part of the irresistible global trend. The world today is moving
towards multipolarity and economic globalization is gaining momentum. There is a
growing call for change in the international system and the world is facing more
historical challenges. To share opportunities presented by development and jointly ward
off risks is the common desire of the people of the world.

Economic globalization has become an important trend in the evolution of international
relations. Countries of different systems and different types and at various development
stages are in a state of mutual dependence, with their interests intertwined. This has
turned the world into a community of common destiny in which the members are closely
interconnected. Another world war would be disastrous for the whole of mankind, and no
one would emerge victorious in an all-out conflict between big powers.

Global challenges have become maijor threats to the world. Common security issues are
becoming ever more severe. They include terrorism, the spread of weapons of mass
destruction, financial crises, natural disasters, climate change, and security of energy,
resources, food and public health, and the list is growing. These and other global
problems have a major impact on human survival and sustainable economic and social
development. No country can handle these issues on its own, which should be
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comprehensive and sustained international cooperation, world peace and development
will run into huge obstacles and could even suffer disastrous setback.

The global trend towards multipolarity is irresistible. The emerging economies, regional
groups and Asian and other regions are becoming stronger, and various non-state
actors are growing fast, which, taking advantage of economic globalization and the
information age, expand their influence and have become an important force in various
countries and in the international arena.

The global trend is surging forward: those who go along with it will prosper and those
who go against it will perish. The international community should reject the zero-sum
game which was a product of the old international relations, the dangerous cold and hot
war mentality, and all those beaten tracks which repeatedly led mankind to confrontation
and war. It should find new perspectives from the angle of the community of common
destiny, sharing weal and woe and pursuing mutually beneficial cooperation, exploring
new ways to enhance exchanges and mutual learning among different civilizations,
identifying new dimensions in the common interests and values of mankind, and looking
for new ways to handle multiple challenges through cooperation among countries and
realize inclusive development. We want peace and not war, development and not
stagnation; dialogue and not confrontation; understanding and not misunderstanding.
This is the general trend of the world and the common aspiration of all people. It is
against this historical background that China has chosen the path of peaceful
development.

V. What China's Peaceful Development Means to the Rest of the World

The path of peaceful development is a new path of development which China, the
biggest developing country in the world has embarked upon, and its global impact will
manifest itself over time. Its success calls for both the untiring efforts of the Chinese
people and understanding and support from the international community.

China's peaceful development has broken away from the traditional pattern where a
rising power was bound to seek hegemony. In modern history, some rising powers
established colonies, fought for spheres of influence, and conducted military expansion

against other countries. This reached climax in the 20th century, when rivalry for



hegemony and military confrontation plunged mankind into the abyss of two devastating
world wars. With a keen appreciation of its historical and cultural tradition of several
thousand years, the nature of economic globalization, changes in international relations
and the international security landscape in the 21st century as well as the common
interests and values of humanity, China has decided upon peaceful development and
mutually beneficial cooperation as a fundamental way to realize its modernization,
participate in international affairs and handle international relations. The experiences of
the past several decades have proved that China is correct in embarking upon the path
of peaceful development, and there is no reason whatsoever for China to deviate from
this path.

Economic globalization and revolution in science and technology have created historical
conditions for more countries to revitalize themselves by pursuing economic
development and mutually beneficial cooperation, and made it possible for more
developing countries to embark on the path of rapid development. Because of this, the
size of the world economy and the potential for development are both increasing, the
international community is better positioned to resist economic and financial crises, and
there is stronger impetus for reforming the international economic system. China's
peaceful development conforms with this global trend. China is glad to see and
supports more and more developing countries in changing their destiny, and it is also
glad to see and supports the developed countries in maintaining prosperity and
development.

In the ever-changing world of today, all doctrines, systems, models and paths are
subject to the test of the times and practice. As national conditions vary from country to
country, there is no such thing as a fixed mode of development which claims to be the
only effective one and applicable to all. A path of development is viable only when it
suits the national conditions of a country. China's path of development has taken shape
in the Chinese environment. China is fully aware that taking the path of peaceful
development is an important and long-term process and that the current domestic and
foreign environments are going through profound and complex changes. It will thus

better summarize and apply its own successful experience, draw on the practices of



other countries, and stay alert about new problems and challenges that may arise, so as
to open up brighter prospects for peaceful development.

China cannot develop itself in isolation from the rest of the world, and global prosperity
and stability cannot be maintained without China. China's achievements are inseparable
from its friendly cooperation with the outside world; in pursuing development, it needs
further understanding and support from the rest of the world. We are deeply
appreciative to all the countries and peoples who have shown understanding and
solicitude for and given support and help to China's development. Taking the path of
peaceful development by China with its over one billion population is a great new
undertaking in the history of human development, and we do not claim that what we do
leaves nothing more to be desired. We welcome all friendly suggestions and well-
intentioned criticism. We sincerely hope that the international community will have a
deeper appreciation of China's time-honored cultural traditions, and respect its
sovereignty, security, territorial integrity and social stability, which the Chinese people
hold dear. We hope that it will appreciate China's need to settle, step by step, various
difficulties in development it faces as the largest developing country, and the aspiration
of the Chinese people to shake off poverty and live a prosperous life. We also hope that
the international community will have confidence in the Chinese people's sincerity and
determination to achieve peaceful development, and support rather than obstruct
China's pursuit of peaceful development.

Looking back at the past and looking ahead to the future, we are convinced that a
prosperous and developing China, a democratic, harmonious and stable country under
the rule of law, will make more contribution to the world. The Chinese people will make

unremitting efforts together with other peoples to bring about a bright future for mankind.
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