
 

 

 

Chinese Politics, influences of the past, feeling of “déjà vu” 
 
 
 
The actual debate concerning the political system in China raises 
many inquiries, remarks, critics, and observations… To what extent 
does communism benefit the People’s Republic? Is there a democracy 
model that could be applied to China? What would be its long-term 
impact on China? On the World?  Before discussing these subjects 
and arguing on details, we should try to have better insights on 
China’s political model true origins. Another interesting point worth 
addressing is the fact that despite criticisms, most countries are 
actually keen on developing partnerships and other opportunities on 
its soil, under its rules.  
 
After the collapse of East European and Soviet communism and 
Tiananmen Square event in 1989, the people in China began losing 
their confidence in communism. To react to this phenomenon and to 
restore hope, belief and moral among the people, the Chinese 
Communist Party had to soften its ideology, relying on traditional 
values. If we push back our study to ancient Chinese political 
philosophy (Confucianism), we observe an authoritarian model with 
strict hierarchy, to control people by highlighting a strong 
authoritarian figure. Chinese politics are based on these traditional 
Confucian values rather than communist ideologies since the 
opening policy began; even if the exact values taken from this 
tradition are kept unmentioned. In this context, no semblance of 
democratic spirit could be implemented in China. Growing up, and 
blooming directly from the soil of China, the Chinese political system 
had to be affected by a profound Chinese political culture. 
 
One might think that the Chinese government abuse human rights 
by controlling freedom of speech, freedom of assembly and freedom 
of religion. Speaking in public is still limited and the Four cardinal 
Principles of CCP (“adhering to the socialist road, adhering to the 
people’s democratic dictatorship, adhering to Marxism-Leninism and 
Mao Zedong Thought, and adhering to the leadership of the Communist 
Party of China.”) are still unchallenged. Nevertheless, the party 
believes that unlimited speech may influence the stability of the 
country. 
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China: Perspective of leading the R&D world 
environment 

The United States of America have been ahead of all international competition 
in terms of annual Research and Development expenditure; this, for as long as we 
can remember. The U.S bare an image of leading world statistics on many various 
domains, but by taking a step back we can speculate on one new R&D leading 
player in the next couple of years.  

According to OECD projections, based on most recent trends, China’s R&D 
investments would have exceeded Japan’s in 2007, reaching 136 billion USD, 
opposed to Japan’s 130 billion USD forecast. This puts China in the second R&D 
investments position, still far behind U.S ’s astronomical 330 billion. However, it 
is interesting to note that, China's engineers and scientists usually make between 
one-sixth and one-tenth of what Americans do, which means that the wide gaps 
in economical terms do not necessarily result in equally wide gaps in manpower 
or results. 

“The rapid rise of China in both money spent and researchers employed is 
stunning.” Dirk Pilat, Head of the OECD’s Science and Technology Policy division. 

When looking in depths at the manpower available, China again meets the 
second place after the U.S. Nevertheless, in China, the number of researchers 
increased by 77% between 1995 and 2004, and China now benefits from the 
work of 926,000 researchers, when the U.S employ 1.3 million. Indorsing these 
figure, U.S production of engineers and researchers is growing at a sluggish pace, 
when every year China’s universities and schools form 325,000 engineers in 
average per year, which is five times as many as the U.S. 

Not to mention China’s R&D intensity (R&D/GDP ratio), which has more than 
doubled from 0.6% of GDP in 1995 to just over 1.2% in 2004. This represents an 
increase from just over 17 billion USD in 1995 to 94 billion USD in 2004.  

This has a very positive impact on both science and high-technology sectors. 
China has launched a few very competitive products, and has registered quality 
patents, in a 10-year-old world emerging biotech industry. In a one billion 
potential patients market, 15 Chinese biotech products for health are already on 
the market, with another 60 still developing. 

This points out the potential of China in advanced technology, and it 
highlights the fact that China is not only a country excelling in textile, toy 
factories and other simple production facilities, but it is a major player on skilled 
sectors such as R&D. One dreadfully expensive challenge still lies ahead for China: 
developing costly and state of the art research centers and scientific 
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Which corporate structure suits you?! 

 

As a foreign business operating in China, you can choose from three different corporate structures 

- Representative Office, Joint Venture or Wholly Foreign Owned Enterprise.!! 

 

Representative Office (RO)!This is one of the more common forms of structure used by foreign 

companies when they make their first foray into China. It is quite limited in its scope as it is 

essentially just a subsidiary of a foreign firm and as such all rights and responsibilities are still 

attached to the parent company.!!Things to know: !!You cannot actually invoice for work under the 

representative office nor can you conduct any trading activity. It is as its name implies – just a 

representative of the parent company.!!It is very cheap to set up. The rules vary from province to 

province but they total cost runs into the few thousands of dollars (US) or if done properly, can be 

as little as a few hundred dollars.!!Taxes are levied on the expenses of the business. In a very clever 

way to ensure that any activity is taxed and profits are not just transferred out of the country, the 

Chinese government requires you to pay taxes on the amount of expenditure you incur. Again, 

depending on the province, this can be as high as 10%. Taxes need to be filed monthly and RO’s 

are audited annually.!!Employing staff needs to be done through a registered government 

agency !!Locations need to be in buildings that are approved by the local government and are 

usually ‘Level A’ buildings (A-B-C) !!Registration is very easy to obtain from government authorities 

to set up an RO. !! 

 

Joint Ventures (JV’s)!Joint Ventures are exactly as their name implies. These were the traditional 

mechanisms set up to allow foreign companies to be involved in Chinese commerce but are 

gradually losing popularity in favour of the Wholly Foreign Owned Enterprise (WFOE). Historically 

the regulations placed most of the power in the hands of the Chinese partner but these days this 

is less the case and in many industries, the rules governing JV’s are far more equitable. There are 

still some industries (education, for example) that do place restrictions on foreign ownership, but 

the number and incidences are becoming fewer and fewer. The principal reason these days to form 

a JV is less about regulation and more about gaining access to local knowledge and local markets. !! 

 

Wholly Foreign Owned Enterprises (WFOE’s)!Wholly Foreign Owned Enterprises are becoming 

by far the most popular form of legal structure in China. This gives the right to foreign companies 

to form their own corporate structure in China without the need for a local partner.!The essential 

advantage to this approach is that it creates a 100% owned foreign enterprise.!While this is the 

principle advantage, it is important to remember that there are a few disadvantages. !!More costly to 

set up and administer than either a Representative Office or a Joint Venture!!Potentially little or no 

local knowledge attached !!Time frames can be extensive – depending on the province, up to 6 

months in some cases.Ultimately many businesses go through the cycle of choosing a 

representative office first, then choosing either a JV or a WFOE. Many who go down the JV path 

eventually find themselves in some form of WFOE or hybrid of the two. 
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Taking advantage of advertising opportunities in China 
 
 
China has been benefiting from a booming growth rate for several years, 
9.9% on average during the last 20 years with a growth rate above 10% 
since 2002. With an economical development based on exports, China has 
reached a point where its success abroad is having positive consequences 
for the country itself and moreover for its population. As a result, Chinese 
people now have better living standards, which greatly stimulated internal 
consumption trends.  
 
The rise in the purchasing power has repercussions on the way they spend. 
Even if they still bare a 45% saving rate, the budget allocated to food is 
relatively going down and Chinese spend more on transport, education and 
leisure. 
 
As a matter of fact, as they purchase more and more, the Chinese 
population is begin to attract attention, and investors are foreseeing a 
great business potential beneath this phenomenon. A lot of Chinese 
companies are focusing on the internal market and a lot of foreign 
companies settle in China to import western product to China, where as 
most of them only used to export product from China. 
 
As a consequence, the advertising market is booming. In 10 years, the 
advertising expenditure in China has been multiplied by 4 and China 
became the 3rd largest market tied with the United Kingdom, behind the 
United States and Japan. This seems to be the beginning of a huge 
advertising story, as the Chinese advertising industry should become the 
2nd worldwide with the aftereffects of the Olympic games. China should 
meet a double-digit growth in that area at least until 2010. 
 
However, the market is still unbalanced. Even if second or third tier cities 
grab investors’ attention, 48.8% of them are still done in Beijing, Shanghai 
and in the Guangdong province (Shenzhen, Guangzhou). 
 
As of now, the market is very disparate and divided. More than 140 000 
advertising and communication firms are listed in China; most of them are 
small enterprise with a very heterogeneous range of services.  
 



 
Whatever the limitation of freedom of speech, freedom of assembly, 
freedom of religion, the goal is to maintain the power of the party to 
state. And amazingly to our western eyes, people, based on their 
common sense of the previously stated traditional values, will 
support the party policy. 
 
This highlights the fact that, many ancient political practices are still 
topical nowadays. Bare in mind that China's political and business 
elites still work in manners that sometimes can remind us of the 
imperial way (various “fringe benefits”, highly respected hierarchy, 
power locations…). They still accept some of the symbols, legacies 
and policies of imperial China, while disclaiming them at the same 
time. 
 
"Cultural and historical influences on politics and business are of 
course important everywhere, but in China they are deeper and more 
insistent in the make-up of the individual than in any Western 
country," says Stephen Fitzgerald, Australia's first ambassador to 
Beijing and now a China consultant. "They insinuate themselves into 
all human transactions, and once apprehended they open the way to 
a transactional reward." 
 
China’s system shows multiple drawbacks and as many advantages, 
but as paradoxical as it may sound, in a world were capitalism excels, 
it is more important for China to maintain development, stability and 
prosperity, than to do otherwise. This ongoing worldwide “race” 
might explain why political progress lags far behind the economic 
progress since 1989. 
 
China’s potential is worth millions to many foreign countries, which 
might make such remarks concerning freedom of speech, or else, but 
still want their share of the pie. Australia for example, has a growing 
friendship with China, and like most other foreign investing 
countries in China, governments try to separate business topics and 
political matters as much as possible. 

 

!

infrastructure, generating a higher quality and more numerous scientific 
investigations. 

!
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Attracted by the huge potential of the market, the major international 
advertisement agencies have been present on the Chinese territory for 
more than 10 years, now followed by smaller players. Indeed, the number 
of international agencies has doubled since 2006 due to the change of the 
Chinese regulation and the opening of the Chinese market to foreign 
investors.  
 
The competition is growing fiercer as, on the one hand, international 
agencies take advantage on their international networks, experience and 
reputation but on the other hand, Chinese companies are getting 
increasingly efficient and they have local support, a crucial component of 
the business Chinese business environment (the power of Guangxi – 
networks). Pointing out this competition, it is recognized that 5 on the 10 
first advertising agencies are foreign. 
 
On the other side, the number of companies who aspire for notoriety and 
reputation is increasing. The announcers invest more and more in 
communication, whether they are local or foreign. The best announcers by 
sector are: pharmacy (+9% in 2007), cosmetics (+ 3%), beverages (+27%), 
all three gathering 46% of the media advertising investment, then food 
(+13%) and services (-6%). 
 
Advertising tools are, as in other countries, television (71% - expenditure 
value), press (15%), outdoor posters (6%), and new medias (6%) which are 
exponentially growing - Internet. To illustrate the size of all those 
advertising tools, let’s point out the following: in 2006 there was close to 
11,500 newspaper and magazine publications, 267 radios, 50,000 outdoor 
posting companies and the Internet advertising revenue increased by 75%. 
 
Finally, the high growth of communication technologies and tools (210 
million Internet users / 531 million mobile users in 2007), has created a 
booming effect of non-media advertising such as public relations, events, 
direct marketing (emails, SMS), sponsoring or telemarketing. Nevertheless, 
foreign companies are generally early adopters of those integrated 
marketing techniques, while Chinese firms slowly perceive the value that 
lies beneath them, rarely implementing them in their global 
communication strategies nor in their CRM programs. 
 

 

 

 

 

 


