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ABSTRACT

This paper analyzes the volatility of China’s consumer demand since the
reform and opening up, especially since 1999, chooses leading and
coincident index from more than 200 monthly indicators of macroeconomic
related to consumption using time-difference correlation analysisand other
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methods, and builds the business conditions index of China’s consumer
demand using synthetical index method. Then analyzes volatility
characteristics of China’s consumer demand in detailed, and forecasts the
growth rate of our social retailgoods, of urban and rural social retailgoods

respectively in 2013.

INTRODUCTION

Inthedevel oped countrieswherethe consumption
gructureisrelatively stable, dthough the consumer de-
mand accountsfor alarge proportioninin aggregate
demand, itsvoltility isfar lessthan theinvestment, ex-
portsand other component factors. Thusit’smostly the
fluctuationsof investment, inventory, and export caused
the economicfluctuation. In comparison, in devel oping
countriesand trangitional countrieswherethe consump-
tion structure and system changealot, thevolatility of
consumption isgreater than the devel oped countries,
and havemoreinfluenceon economicfluctuation. China
isisinthe economic transition over along period of
timeaswell asadevel oping country. After 1978, the
domestic economy developsrapidly and resdents’ liv-
ing standardsimprovehighly, a the sametimeour coun-
try conducted a series of system reform covering the

© 2013 Trade Sciencelnc. - INDIA

enterprise, theincomedi stribution, education, medicd,
housing, and socia security etc. Great changes have
taken placein residents’ consumption structure and
environment. Therefore, it’sfull of practica Sgnificance
for thegovernment regul ating the economy and making
consumption policy, bying sudying thefluctuation char-
acterigticsof consumer demand growth and the changes
of consumer behavior, and analyzing thetrend of con-
sumer demand growthinthefuture.

Economic scholarsin Chinahave obtained some
achievementsfrom thetheory and method on research
of theforecast and monitoring of economic cyclical
changes. Dong Wenquan etc®™. introduce variouskinds
of practical ca culating methodsemployed intheworl d-
wideresearch of economic cyclesinacomprehensive
way, devel optheindex of businessconditionsand warn-
ing signal system of macro economy for our country,
analysisandforecadt it; Liu Jinquan®® usesthe absol ute
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deviation, conditional varianceand growth at risk to
measurethe economicrisksand conditiona volatilities
under the environment with economic uncertainty, dso
usestheresponsefunction to describethedynamicre-
sponds of growth leve to growthrisk; Chenlei etct®.
build syntheticindex and warning Sgnd system reflect-
ing the running status of our country’s economy, and
usethe system predict main macro economicindica
torssuch astheinvestment, consumption, foreigntrade,
money supply andinflation. Gao Tieme etcd®. establish
the business conditionsindex system of multi dimen-
siond, usng compositeindicesinthefie dsof theprice
level, red estate, export, and motor vehicles, and ana-
lyzetheoverdl situation and thefuture devel opment
tendency of macro economic fluctuationintheview of
thestructure. Kong Xianli etc™?. build theindex of bus-
ness conditionsin the equipment manufacturing indus-
try in Chinausing the method of syntheticindex, ana-
lyzethe cyclical fluctuation characteristicsand causes
of itsoperationd situation. Kong Xianli etd*?. buildthe
index of businsssconditionsin China’sindustria sector
using themethod of syntheticindex, and andyzeitsvola-
tility characteristicssince 2000.

Thispaper intendsto study the business conditiona
index of consumer demand, usetheinternationa gen-
eral method of syntheticindex, and discussfluctuation
characteristics of theconsumer demand growth. Inthis
paper, the second part describesthe changesof China’
consumption and the consumption system and policy
sincethe establishment of China, especially sincethe
reform and opening up, analyzetheinfluence of policy
on consumption; Thethird part sel ects the business
conditional index reflecting the cycle fluctuation of
China’s consumption growth, according to the choos-
ing principleof sentiment indicator; Thefourth part re-
flects the leading and coincident synthetic index of
China’s consumption growth, depict the characteristics
of the consumption growth cyclein Chinasince 2000,
and predict thetrend; Thefifth part isabout policy rec-
ommendations.

CONSUMER POLICY CHANGESANDITS
IMPACT ON CONSUMPTION*AFTER THE
REFORM AND OPENING UPIN CHINA

At thebeginning of thereform and opening up, our
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consumption policy cometo turn from controlling to
encouraging theoriginal residents’ spending, such as:
increas ng employment, improving salary and reward,
providing pricesubsidiestotheagricultural sector, can-
celling the Chineseticket and openning markets. The
implementation of compensatory consumption policy
improvesresidents’ ability to consume, and expands
therightsto makeindependent consumption decisions.
In the early 1980s, China’s government relaxed the
control to economy gradually, pricesbeganto become
market-oriented. After the third plenary session of
twelve, Chinastarted to reform on price step by step.
In 1988, the central government phased out the price
dua-track system, relaxed price control s, which lead-
ing to anational agitation of snapping up. Thewhole
market of consumer goods fluctuations, and the price
index rose by 18.8%, appearring more seriousinfla-
tion. For thissituation, thegovernment took avariety of
strict measures to limit consumer demand, such as
strengthenning the management of wages and bonuses,
COMpress ng group consumption, encouraging res dents
savingsinurban and rural areas, and guiding the pur-
chasing power to shunt. Tight macroeconomic policy
inhibited theinflation, the residentsincome growth
dropped significantly. Consumer spending, especialy
durable goodsbuyingisinhibited, domestic consump-
tion market became weak.

After the readjustment from 1989 to 1991, the
nationa economy began to grow rapidly since 1992.
But because of thetoo fast fixed assets investment
growth and too much credit supply, high inflation
emerged againin 1993. Starting from 1993, the gov-
ernment carried out tight consumption regulation
policy, such ashigher deposit rates, indexed deposit,
Imposing consumption tax, strengthening the salary
management, carrying out inspection to the national
consumption fund, making anew unified tax |aw about
individua incomeetc. The moderatdly tight monetary
policy curbed inflation, made a stabl e national eco-
nomic growth, achieved economic “soft landing’” suc-
cessfully. Inthe second half of 1997, external demand
redused because of Asian financial crisis. Combined
with structurd factors’ deep influenceto domestic eco-
nomic devel opment, the effective demand becamein-
sufficient and the deflation trends emerged. In 1998,
nationa economic deflation emerged, consumptionrate
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declined.

Under the shortage condition of economy, consumer
goods market ran asasdller’smarket, resdentswere
“hungry”” on spending, consumer demand changed as
the supply or theinvestment demand changed. With
large increase in the supply of consumer goods, the
buyer’s market appeared, our residents’ consumption
behavior becamerationa gradually, and got rid of the
decisiveinfluencefrominvestment demand, became
independent variables operating in the economy.

During the 1990s, China’sreform and opening up
were deepening gradually. Free medical care, com-
pulsory education, system of full employment, retire-
ment benefitsetcwered | in danger of collapse. People
indaily lifewereincreasingly feding thethresat of dis-
integration of thewelfare system, education, employ-
ment, retirement kept reminding people of risk. After
1997, Chinastarted charging overall on higher edu-
cation, which madetuition increasing year by year;
housing allocation monetizedin 1998, which ended
the housing welfare system, the housing system re-
form went into the phase of marketization of housing
construction and monetization of housing consump-
tion; in February 1999, thereform onworkers’ medi-
cal insurancesystem in town introduced, which rised
rates of personal medical expenses. Variousreform
measuresincreased theresidents’ unstabl e forecast
on income and large expenditures in the future,
strengthened their behaviorsof increasing savingsand
reducing the current consumption. In this period of
economic transition, China’s consumption growth
dowed significantly. To stimul atethe consumption de-
mand of residents, since 1998, our government started
to boost regulation policy, which included: (1) The
central bank reducesthe savingsrateseight times, to
gimulate consumers’ immediate consumptionwilling-
ness. (2) Tax policiesinclineto encourage consump-
tion. (3) Carry out credit on consumption heavily; (4)
Increase salary of urban low-income earnersand of -
ficers, perfect theincomedistribution system; (5) Con-
cern about the problem of “agriculture, rurd areasand
farmers”’, make policy to raisetheincome and con-
sumption level of rura residents; (6) Cancel thewel-
fare hous ng distribution system and implement hous-
ing monetization, devel op hot spots of urban housing
consumption vigoroudly. (7) Reform holiday system,

expand “holiday spending”; (8) Expand cultura and
education consumption actively. (9) Improvethresh-
old of persona incometax, reducethetax burden on
low and middleincome people, etc.

Fromfigure 1, wecanknow that the consumer mar-
ket hasbeenintheprocessof growing sincethereform
and openning up, but the growth fluctuatessignificantly.
Especidly before 1998, dueto theconsumer marketis
asdler’smarket, consumer demand changesover the
investment demand, the rel ati onshi p between changes
of national macroeconomic policy and thetotal con-
sumptioniscorrdativeapparently, consumption fluctu-
atesheavily. After 1999, withtheemergenceof abuyer’s
market, peopl €’s consumption behavior become more
rational, and gradually get rid of the decisiveinfluence
frominvestment demand, becoming independent vari-
ablesin the operation of economy, by which thetrend
of consumption growthwill nolonger beupsand downs.
Figure 2 showsthe change of the growth of thetotal
retail sales of social consumer goodsin Chinaafter
1999. After 1999, China’stotal retail sales of social
consumer goodsdlill fluctuatessgnificantly, but theover-
al trend of consumption growth becomes stronger year
by year, which relatesto China’srapid economic de-
velopment and people’srising living standard, aswell
asaseriesof policiesto encourage consumption; influ-
enced by thefinancid crisisof theworld in 2008, our
consumption demand growth fdlsback for atime. Then
the government setspoliciesto stimul ate economy at
theend of 2008. In 2012, consumption began to enter
into anew round of declines, in September 2012, it
recoveries.

Figure2. Thechangeof tota retail salesgrowth of
socia consumer goodsin Chinaafter 1999 (monthly)
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Figurel: Thechange of total retail salesgrowth of social
consumer goods in China since the reform and opening
up(monthly)® Total retail sales of social consumer goods
(right coordinates) Total retail salesgrowth of social consumer
goods (left coor dinates)
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Figure?2: Thechange of total retail salesgrowth of social
consumer goodsin Chinaafter 1999 (monthly)
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SELECTION OF CHINA’SINDEX OF CON-
SUMPTIVE BUSINESSCONDITION

Accordingtoavailability of thedata, thisarticlecol-
lected more than 200 indicators made up of macro-
scopic economic monthly index, industry index, andin-

dexesof consumptionitsdlf, whichlosdy rlated tothe
overall consumption, based on the principlesof selec-
tion. Withtotal retail salesgrowth of social consumer
goodsasabenchmark, using methods such astimedif-
ferencecorrelation analyss, K-L information, and cy-
clical pattern matching to screen out 12 business con-
ditiond indexes, which congtituteleading and consi sdent
indicatorsof theconsumption growth cyclerespectively
2 (seeTABLE 1). All of them arethegrowth rate se-
quencesof thesameperiod, which iminatetheirregu-
lar factors after seasonal adjustments.

Economicindicator s of thevolatility of business
condition consistingwith theconsumption

Coincident indicator meansthevolatility of thein-
dex and consumption are consi stent basically. In order
to ensurethe stability of the coincident index of con-

TABLE 1: Indicatorsgroup reflecting China’sconsumption fluctuations

Index

Index

Index name Index name
types types
1. Accumulativetotal growth of 1. Total retail salesgrowth of social consumer
investment in fixed assets /% goods /%
2. Money and quasi money (M2) 2. Rural total retail sales growth of socia
growth /% consumper goods® /%
3. Car production growth /% 3. Ex-factory price indices of industrial products
Leading 4. Electricity output growth /% Coincident of consumer goods
indicator 5. Urban households per capita indicator

disposable income growth /%

6. The added value growth of industrial
enterprises /%

7. Cumulative growth of commercial
housing sales /%

4. Priceindex of fuel power purchase

5. Ex-factory priceindices of industrial products
of durable consumer goods

Before 2009.12 “social retail sales growth of total commodities below the county level” after 2010,1, “social retail sales growth of

total commodities in the countryside”.

sumption we construct, this paper reflectsfluctuations
inconsumption usingaset of syntheticindex. Thetable
1 showsthat by using avariety of selection method of
indicators, wedeterminethe coincident index such as
total retal sdesgrowth of socid consumer goods, rurd
total retail salesgrowth of social consumer goods, ex-
factory priceindicesof industria productsof consumer
goods, priceindex of fuel power purchase, ex-factory
priceindicesof industrid productsof durable consumer
goods. Theoreticaly, these indicators’ fluctuations
should be cons stent with the socid total retail salesof
consumer goods. Firstof dl, rural socid totd retal sales
growth of consumption goods, marks consumptionin

rural areas, whichisapart of socia totd retail salesof
consumer goods. As shortage of consumptionin rural
China, stimulating consumptionin rural areashelps
greatly thegrowth of consumptioninour country. This
indicator should be consistent withthevolatility of total
retail salesof social consumer goods; Moreover, ex-
factory priceindicesof industria productsof consump-
tion goods, priceindex of fuel power purchase, and
ex-factory priceindices of industrial productsof du-
rable consumption goods, areclosely linked with resi-
dents’ living and consumption, whose changesdirectly
affected the changeof residents’ consumption. Choos-
ing theindi cators above as coincident indicatorsshould
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be reasonable, no matter in theory or from the per-
spectiveof practica economic significance.

Economicindicatorsof thevolatility of business
condition leading the consumption

Leadingindicator appearsahead of fluctuationsin
consumption reaching pesk (or low). Many of theinsti-
tutions and departments useleading indicatorsasthe
important basisof short-term prediction now. Thisar-
ticlesdected seven leadingindicators, which are: accu-
mulativetota growth of investment infixed assats, money
and quas money (M 2) growth, car production growth,
electricity output growth, urban househol dsper capita
disposableincomegrowth, the added va ue growth of
industria enterprises, cumulativegrowth of commercid
housngsdes.

Money and quasi money (M 2) growth depict the
heat of theinvestment, whileinvestment servefor the
consumptionintheend. Chainlength and thetime span
of different investment projectsto theconsumptionvary
alot. For instance, it thetakes acertain amount of time
that amount of investment in fixed assetsand e ectricity
production spread to find consumption, whilethereis
only onelink between commercial housing sae, car
production and consumption, the per capitadisposable
income growth of urban householdswill directly affect
the consumer. Asleadingindicators of consumer, they
arereasonableand feas blefrom the economic signifi-
cance and practical index fluctuation trends.

CALCULATION OFCONSUMPTIVE INDEX
OF BUSINESSCONDITIONAND TREND
ANALYSIS

Asameansof theempirica observation, thebusi-
ness conditional index can be used to measurethe de-
greeof economicfluctuations. Internationd index meth-
ods include Diffusion Index (DI) and Composite
Index(Cl). Thisarticlewill use Cl method to calculate
index of demand growthin our country, in order to ob-
servefluctuations characteristics, and anayzesthefu-
turetrend of consumer demand.

Thecalculation method of syntheticindex

Therearethreekindsof syntheticindexesused on
theinternationd Currently: (1) Method of syntheticindex

used in the U.S. department of commerce and the
NBER?, whichisusedinthisarticle; (2) Survey of Japa
nese economic planning agency useamethod different
fromtheU.S, whosethoughts are consistent; (3) The
OECD method. Accordingthegrowthcyde witharda
tively smplemethod,the OECD compilestheindex of
member countries, to determinethe benchmark date of
member countries, andyzeand predict theeconomic Stu-
ation. Thispaper usestheca culation method asfollows":
(1) Cdculaetheindicators’ rateof symmetrical change

andstandardizingit

Set Y, (t) astheithindex of thefirstj index group, j
=1, 2, 3meansgroup of leading,, concident, and lag-
gingindicatorsrespectively, i=12,--- k; istheserid num-

ber inthegroup, k; isnumber of thefirstj index group,
T meansthesamplesize. Firstly calculaterate of sym-
metrical changec, ) toy,®:
Y (D -Y; (t-1)
Y-y, - =23
Inorder to prevent indexeswhich vary alot domi-
nating in the synthetic index, therate of symmetrical
change of each index has been standardized, whose
average absolutevalueequalsto 1. Firstly calculatea

normalizationfactor A, :

C; (t) = 200x T 1)

1 Cij ®
A :Zu

iz n-1 @)
Use A, tostandardize C; (), obtaintherateof sym-
metrica change s, (t):
C; (1)

(= —923...
S; (1) A t=23-,T (€)

(2) Caculatetherateof symmetrical changerespec-
tivey
Firgtly, calculateintegrated rate of change R, (t) at
each point in theleading, coincident, and lagging indi-
catorsgroup

k)

S|j (t)'Wij
R ()=
W

=1

i=123,t=23---,T 4

Among them, w; theweight of theithindex of the

firstj index group, whichcanuseas w; =1, also can
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be cd culated using grading system designed by Moore
and Shiskin, namdy considering theindex’seconomic
importance, datistica gppropriateness, synchronization
and correspondence with economic cyclefluctuations,
and the smoothness of time seriesdata. But theweight
did not be taken seriously, because giving weightsto
theindex can not get more useful information, com-

paredtomaking w; =1.
Then, caculatethenormalizationfactor F,

F, :{g\R,»(t)\/(n—l)} / {g\&(t)\/(n—l)} =123 (9
And calculate standardized rate of comprehensive

changeV; (t):

V) =R )/F,t=23-T (6)
Itspurposeisto enhancethe comparability of three

indexes, applying them asacoordinated system.
(3) Calculatethesyntheticindex

Generate |, (1) =100 ,thus
200+V, (t)
',(t)=h(t—1)xm j=123,t=23-,T (7
Sometimes, inorder to reducetheirregular change,
make moving average processingto Ci; (t) . Resulting
inasyntheticindex benchmarking year for 100.

Calculatethesyntheticindex of thetotal consump-
tion and analyze the trend of the consumption
growthinour country

Based ontable 1, thissection usesthe monthly data
of each index from January 2000 to October 2012,
ca culatesthe synthesisindex of consumption onlead-
ing and coincident, the corresponding graphicsisshown
infigure3.

” ------ leading synthesis index —— coincident synthesis inde |
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Figure3: Syntheticindex of consumption (theshaded part is
decline stage of businesscondition)
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From the movement of syntheticindex, wecan see
they show the correspondence of peak and valley very
wall.

Coincident synthetic index of consumption pre-
sented astrong booming risein the early of 2002, al-
though grew slowly in 2003.3 ~ 2003.8, then contin-
ued to speed up, until reached the peak in 2004.11,
then begantofall modestly, in2004.9 ~ 2007.2 showed
a dlight fluctuations, in 2006.4, reached the peak,
reached at the bottom in 2005.7 and 2007.1. Then &f-
ter 18 monthsof high speed climbing, beganto decline
inJuly and August of 2008, therange of declinewasso
sgnificant that hitting bottom in July 2009, then camea
strong rebound. The peak of consumptive coincident
index had been at the peak of ahigh plateauin 2010.6
t02010.7, during this period, our consumption grows
stably and national policy to boost consumption started
towork, theconsumptive bus ness condition beganfal-
ingfastinJuly 2011, declined dowly in September 2012,
then beganto thaw. Accordingtothe ca culations, lead-
ingindicatorshasreached itstroughin March 2012, so
we can judgethat the consumptivegrowth cycle (con-
sumptive coincident syntheticindex) will round down
thebottom in September to October of 2012, and starte
torecovery into thebooming risein 2013, enteringina
cycleof risng channd, risng quarter by quarter.

Forecast quarter consumptionin 2013

Usingfivekindsmode sof growth curve, variable
ratemodd, ARIMA modd etcinthe‘‘macroscopic eco-
nomic monitoring and warning system”, weforecasted
themainsocial total retail salesgrowth of consumer
goods (predictioninterva isthefirst quarter of 2013to
theforth quarter of 2013), and onthecaculation of the
model and the basisof thecomprehensveanadysis, we
get the prediction results (see TABLE 2). Combined
predi ction resultsand consumptive bus nessconditional
trends, thereport says, at al levelsof socid tota retall
sales of consumer goods in the whole year of 2013,
growthwill beintherising stage, picking up and gradu-
dlyriang.

THE POLICY SUGGESTIONS

Adjust theallocation structure, improvethelevel
of low-income groups, expand the scale of the
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middleclass.

Propensity to consume of thelow-incomegroupis
sgnificantly higher than the high ones, besides, low and
middleincomegroupsinour country isstill inthe pro-
cessof the consumption structure upgrade. It’san ef-
fectiveway to promote the consumption by improving
theleve of low and middleincomegroups. Ontheone
hand, by means of transferring payments, the govern-
ment canincreasefarmers’ income, raisetheleve of
living allowancesin urban and rural aress, increasere-
tirees’ bad cannuitiesin enterprise, improvepensonand

living alowancesof entitled groupsand other g&ff, raise
thelevd of consumption of thelow-incomegroup; on
the other hand, reduce the burden on farmers from
policy, provide morefair education training and em-
ployment opportunitiesfor themgority of civilians, en-
surethat residents have the growing revenue and an-
ticipated revenue, enablelow-incomegroupsto havea
chance becoming middle-income earnersor middle
class. Experiencefromworld showsthat themorethere
aremiddle-incomeearnersor middleclassinacountry,
themore stablethe society will become.

TABLE 2: Predicted resultsof main consumptiveindex growth in 2013

Thefirst  Thesecond  Thethird Theforth
Index name
quarter quarter quarter quarter
Total retail sales growth of social consumer goods /% 14.7 15.6 16.1 16.5
Urban total retail sales growth of social consumpter goods /% 144 155 16 164
Rural total retail sales growth of social consumpter goods /% 14.9 15.8 16.2 16.8

In addition, degpen thereform of theincomedistri-
bution system, tilt to residents’ department in thefirst
distribution, at the sametime, spare no effortsto re-
versethetrend of widening gap amongurbanandrural,
regional, industry and socia members. Incomedistri-
bution gapisnot only harmful to expanding consumer
demand in China and the healthy development of
economy, and poses apotential threat to social stabil-
ity. Adjusting theallocation structurerationdly, raising
theincomelevd of low and middle, crackingdownille-
ga incomeetc, will contributeto our country economy
intheshort, medium and long-term, which can develop
stably and coordinately.

Continuetoinvest in thepeople’slivelihood, dis-
tributetheaffordablehousing reasonably

Cost rising on Food, health care, education, pen-
sion, employment and housing, whichisclosdy related
to people’slivelihood, will impact thelow and middle
incomegroupsmost serioudy. Inflation meansshrink of
wealth, rising pricesraisetheliving costsof low and
middleincomeearners, therefore, continueingtomain-
tain and strengthen thefiscal expenditureontheliveli-
hood, constantly raising theleve of socia security, in-
creasing input for education, hedlth care, pensions, so-
cia security, and low-incomehousi ng project construc-
tion, reducing trouble back a home of consumer, will
hel p boosting consumers’ confidence, stimulating con-

sumptioninalong-term positivesignificance.
Tomiddle-incomegroups, high mortgageisthebig-
gest burden. So lightening the burden of housing con-
sumption, reducing the high mortgage, which caused
the crowding out effect, will beeffectiveto stimulate
consumption. Onthisyear, alarge number of afford-
ablehousing will be put into use, which will promote
demand growth of the building materials decoration,
furniture and other rel ated consumption, but aseriesof
contradictionsand problems appeared in the process
of theallocation and use of socid housing and economy
applicable room, which need attention from related
department. It should be noticed to be clear onthede-
tallsof thepolicy, keeo themaneuverability strong, en-
surefair, reasonabl e and efficient in management speci-
fication.
Develop theserviceindustry, expand the service
consumption

With the devel opment of economy and unceasing
enhancement,of people’sliving standard, residentscon-
sumption demand of therich commercia areahaslev-
eled off, whichisunlikely to continueto keep high con-
sumption growth. Inthefuture, the service consump-
tion isgoing to be the focus of consumer spending.
People spending ontravd, fitness, culture, entertain-
ment, heal th care, education, information and other as-
pectsof consumptionwill continueto grow.
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In 2011, our serviceindustry share of the GDPis
43.1%, whiledeve oped countries’ accounted for about
70%. Sotheserviceindustry in our country have huge
devel opment space. Compared with other industry sec-
tor, service sector’semployment elasticity isbig, and
has strong advantagein absorbing labor employment;
therangeof serviceindustry isbroad, ranging fromla-
bor intensiveindustry such as catering, housekeeping,
storagelogistics, to technology and knowledgeinten-
sveindustry such aseducation, medicd, financid, tele-
communicationsand other industries, which can absorb
avariety of different quaity of |aborer obtain employ-
ment. Ensuring employment isone of themost impor-
tant factorsto activate consumption, stimul ate domes-
tic demand, whichisa so animportant factor to keep
socid inharmony and sability.

At present, our serviceindustry till facesthesitua-
tion of asupply shortage and unreasonable structure.
The proportion of traditional serviceindustry such as
transportation, warehousing, trade, and cateringistoo
high, whilethefinancia, tel ecommunications, tourism
and other modern serviceindustry development arein-
sufficient. In addition, theserviceleve isnot high, part
of thedevel opment isnot standard, the management is
not perfect, and other issues such as lack of market
competition mechanism remain. Therefore, to develop
the serviceindustry vigorousy, we need the govern-
ment to formulate policy and ingtitutiona environment
conduciveto the development of serviceindustry, to
encourage continuoudy expanding new areasand new
forms, to guideit developpinginthedirection of mod-
ern serviceindustry, to promote servicelevel continu-
ously, toincreasethe proportion of serviceindustry in
theeconomic structuregradualy.

Createagood consumptive environment, guar an-
teetheresidents consuming safely.

Quality and safety of thefood isacommon con-
cernfor al membersof society, sowemust continueto
intengfy effortsto crack down onbehavior of producting
and sd| counterfeit and shoddy food, improveand stan-
dardize standard of production safety of thefood en-
terprise, establishandimprovethesystemof food quality
certification, rel easeinformation about food safety in
time, srengthen thefood saf ety testing, strengthen me-
diasupervison at thesametime.

BioTechnology — o

Other commoditiesfield except food, also need to
increasetheintensity of law enforcement, to crack down
on all kindsof commercia bribery, false advertising,
trademark infringement and other illegal behaviors, to
safeguard fair competition in the market, protect the
legitimate rightsand interests of consumers. Focuson
theimprovement of rural consumption market and the
network environment, avoid “fake” moving from urban
torural, from theentity into the network.

Deepening reform, remove the trouble back at
home of consumer

Low consumptionrateand high savingrateare phe-
nomenon exiting obvioudy in our country, consumption
tendency hasbeenfdling sncethe 1990 s. Which partly
affected by Chinesetraditiond culture, lifestyleand so-
cia vaues, onthe other hand, aseriesof reform such
asthemedica system, education system, housing sys-
tem, pension system, continueto impact onresidents,
improving the residents’ future expectations of big
spending, strengthening the precautionary saving moti-
vation of theresidents, making part of the consumer
demand putting off. Therefore, in order toremovethe
trouble back at home of consumer gradually.we need
to deepen reform continuously, improvethelevel of
socia security, let people have astable expectations.
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