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Preface

I. Background and Significance of the Research

Improving business environment represents a major decision made by
the Chinese government in light of the development of the new area. The
Chinese leaders have stressed the importance of business environment con-
struction on several major occasions. On the 18th meeting of the central
committee for deepening overall reform, President Xi Jinping proposed to
give full play to deepen the reforms in an all-round way, improve the legal
systems for market access, property rights protection and credit systems
construction, accelerate the marketization legalization and internationali-
zation of business environment. In the same month, Xi published a signed
article in Qiushi, emphasized to break industrial monopolies and local pro-
tectionism, remove bottlenecks in the economic cycle, and promote the for-
mation of a national united normal market system with fair competition. At
the Executive Meeting of the State Council, Premier Li Kegiang noted that
Improving business environment is the key to more energizing market en-
tities and an important measure to address the grim and complex situation
and promote economic stability and recovery. The Report on the Work of
the Government(2022) stressed that (Chinese) goverment should deepen
the reform to streamline administration and delegate power, improve reg-
ulation, and upgrade services to improve business environment.

By deepening the reform to streamline administration and delegate
power, improve regulation, and upgrade services, actively improving laws
and regulations, and vigorously implementing policies to cut taxes and fees,
China has achieved positive results in improving business environment. As

a result, the national economy has become more stable, the foundation for



development has become more solid, and market players have become
more active. In 2021, China's Gross Domestic Product (GDP) reached
CNY 114.4 trillion, with a year-on-year growth of 8.1% (calculated at com-
parable prices), including a year-on-year growth of 7.1% for primary in-
dustry, 8.2% for secondary industry and 8.2% for tertiary industry. A total
of 13.3million tax-related market entities were newly opened, with a year-
on-year growth of 15.9%. The number of new tax-related market entities
nationwide exceeded 36,000 per day, making a record high in recent years.

However, improving business environment is an on-going process, we
must also recognize that there is still a long way to go in this regard, so as
to meet the requirements of the decision and deployment made by the Chi-
nese government, of the international standards, and of the expectations of
our enterprises and people. Improving business environment is a system-
atic and long-term project that requires concerted efforts from all parties,
with proactive actions and enhanced implementation. The good decisions
and policies of the Chinese government should be truly translated into a
sense of fulfillment, happiness and security for the Chinese enterprises and
people, and into a encouragement for sustained economic development.
Therefore, the Department of Trade and Investment Promotion (the
“DTIP”), China Council for the Promotion of International Trade(CCPIT)
and the Academy of CCPIT (the “Academy”), on the basis of conducting
surveys and issuing annual reports on the business environment in China
for five consecutive years (since 2016), have continued carrying out the
work in 2021, aiming to closely track and analyze the changing business
environment in China, comprehensively and objectively reflect the

achievements and problems in improving business environment, and put



forward opinions and suggestions, so as to help improve business environ-
ment, further stimulate enterprises’ creativity and market vitality, and pro-

mote economic and social development.
I1. Research Methods

The research project adopted a combination of methods including
questionnaire survey, field investigation, enterprise symposium, compara-

tive analysis and literature analysis.

(1) Questionnaire survey

From April to August 2021, the DTIP and the Academy, together with
28 local branches of CCPIT, a number of sub-councils for different indus-
tries and the Service Centers of Pilot Free Trade Zones, CCPIT, jointly
organized and carried out the questionnaire survey of enterprises on Chi-
na's business environment in 2021 (see Appendix 1). In the survey, a total
of 4,630 questionnaires were collected, including 2,291 online and 2,339
offline. More than 300 questionnaires were collected by local branches of
CCPIT in Yunnan, Shandong, Jiangxi, Guizhou, and Xinjiang. The number
of questionnaires collected by local branches of CCPIT in Inner Mongolia,
Jiangsu and Shanxi increased significantly compared with that of 2020.
From the enterprise questionnaire survey, the research team obtained rele-
vant data of different regions, industries and enterprises of different own-
erships, which provided objective data support for the analysis and evalu-

ation of the national business environment.
(I1) Field investigation
From April to September 2021, the DTIP and the Academy formed a

survey group to conduct research in Yunnan, Guangxi, Heilongjiang,

Jiangxi, Jiangsu and other regions, cities and provinces. With the strong



support from local governments, associations, management committees of
industrial parks as well as the enterprises, the survey group visited nearly
20 industrial parks on the spot, including Nanjing area of Jiangsu Free
Trade Zone, and held discussions with more than 270 enterprises (see Ap-
pendix 2 for the detailed name list of the survey group).

The survey group had face-to-face and in-depth exchanges with mem-
bers of the management committees of industrial parks and representatives
of enterprises, learned about the current situation, achievements and prob-
lems of business environment in different regions from different perspec-
tives, and verified and supplemented information on the questionnaires of
enterprises, which laid a solid foundation for a comprehensive and objec-

tive evaluation of the business environment in China.

(111) Enterprise symposium

In December 2021, CCPIT and Shandong Province jointly held the
Dialogue between Governments and Enterprises on Optimizing Business
Environment in a bid to actively stabilize foreign investment and foreign
trade, further strengthen the promotion and protection of foreign invest-
ment, and promote the optimization of foreign investment environment.
The event was attended by the responsible persons of relevant departments
of Shandong Province, representatives of foreign embassies and consulates
in China, representatives of some foreign business associations and repre-
sentatives of enterprises. The main venues were set up in Beijing and Shan-
dong to serve as a platform for communication between governments and
enterprises to discuss and exchange ideas on the current economic situation,
business environment construction, problems encountered by foreign-
owned and foreign trade enterprises as well as the policy demands. The

research team has sent representatives to participate in the event.



In addition, the survey group, jointly with CCPIT Shandong Sub-
council, held an online business environment survey in 15 cities in Shan-
dong in July 2021, conducted discussions with nearly 160 enterprises and

obtained abundant first-hand information.

(1V) Comparative analysis

The research team selected the data related to China's business envi-
ronment in 2021 and 2020 for horizontal and vertical comparison, so as to
learn about the dynamic changes among different regions, different indus-
tries (traditional manufacturing, high-tech, resources, construction and ser-
vice industries, etc.) and enterprises of different nature (state-owned and
state-holding enterprises, private enterprises, Sino-foreign joint ventures,
cooperative enterprises, wholly foreign-owned enterprises, etc.), have an
in-depth understanding of the differences, characteristics and trends of the
business environment among different regions, industries and enterprises,
promote the experience models for improving the business environment in
different regions, and encourage them to learn from each other and make

common progress.

(V) Literature analysis

The research team collected and sorted out domestic and foreign lit-
erature, and consulted the data of the World Bank, the National Develop-
ment and Reform Commission, the Ministry of Commerce, the State Ad-
ministration for Market Regulation, the National Bureau of Statistics and
other ministries and commissions on optimizing business environment. In
addition, the sub-councils and branches of CCPIT in Yunnan, Guangxi,
Heilongjiang, Jiangxi, Jiangsu, etc. also provided relevant information on

business environment. The extensive collection, identification, sorting out



and absorbing of useful materials conducted by the survey group have fur-

ther enriched the content of the report.
I11. Evaluation Indexes

Referring to CCPIT’s Business Environment Evaluation Index Sys-
tem issued in 2020 and drawing lessons from and absorbing WB’s Doing
Business Index System, the research team improved the 2021 China Busi-
ness Environment Evaluation Index System and the corresponding enter-
prise questionnaire according to the wide consultation of expert opinions
and the special situation of the year.

After repeated demonstration and analysis, the research team de-
signed 12 first-level indexes and 48 second-level indexes for business en-
vironment evaluation. Each first-level index was obtained by weighting
and averaging the second-level index (Table 0-1). The comprehensive
evaluation was scored directly by the enterprise and the arithmetic average
was taken.

The 12 first-level indexes include infrastructure environment, life-
support service environment, policy and government administration envi-
ronment, social credit environment, fair competition environment, rule of
law, technology innovation environment, human resources environment,
financial service environment, fiscal and tax service environment, customs
service environment and enterprise establishment and withdrawal environ-
ment. Among them, rule of law is a new first-level index for 2021, and
customs service environment is the original "port service environment".

Only the name of the first-level index is adjusted for accurate expression.

Table 0-1 General Survey and Evaluation Indexes for China’s Business Environment in
2021 and Their Weights

First-level indexes Second-level indexes

Transportation (1/5) Network communication (1/5)
Environmental protection facilities (1/5)
Water, electricity and gas supply (1/5)

Infrastructure environ-
ment

6



Urban planning and construction (1/5)

Life-support service
environment

Living conditions (1/6) Health care (1/6) Sports facilities (1/6)
Education level (1/6)  Environmental protection (1/6)
Public security (1/6)

Policy and govern-
ment administration
environment

Policy equity (1/5)
Intensity of policy implementation (1/5)
Predictability (1/5)

Efficiency of government services (1/5)
Official integrity (1/5)

Social credit environ-
ment

Construction of punishment and reward mechanism (1/3)
Government credit (1/3) Construction of credit system (1/3)

Fair competition envi-
ronment

Market supervision (1/5) Administrative monopoly governance (2/5)
Government procurement (1/5) Market access (1/5)

rule of law

NPC legislation and legal supervision (1/6) Government administra-
tion according to law (1/6)

Case conclusion by court on schedule (1/6)

Case conclusion by arbitration court on schedule (1/6)

Enforcement of court decisions and arbitral awards (1/6)

Intellectual property protection (1/6)

Technological innova-
tion environment

Implementation of R&D tax credit policy (1/5)

Intellectual property collateralization (1/5)
Industry-university-research combination (1/5)

Business incubation service (1/5)

Public service platform construction (1/5)

Enterprise R&D investment, intellectual property processing cycle

Human resources en-
vironment

Availability of skilled labor (1/4)

Availability of middle and senior managers (1/4)

Availability of social specialized talents (1/4)

Availability of innovative and entrepreneurial talents (1/4)

Proportion of labor cost in total cost; annual rate of increase in labor cost

Financial service envi-
ronment

Financing convenience (1/2) Diversity of financing channels (1/2)
Proportion of financing cost in total cost; annual rate of increase in fi-
nancing cost

Fiscal and tax service
environment

Standardization of fiscal and tax law enforcement (1/2) Pro-
cessing time for tax refund (1/2)
Number of tax payment, tax payment time, total fee rate, total tax rate,

time of receipt of export tax refund

Customs service envi-
ronment

Goods clearance (1/3) Inspection and quarantine (1/3)

Personnel entry and exit (1/3)

Export time (documents, borders); export fees (documents, borders); im-
port time (documents, borders); import fees (documents, borders)

Enterprise establish-
ment and withdrawal
environment

Land acquisition (1/3)

Environmental protection procedure (1/3)

Bankruptcy procedure (1/3)

Procedures, time and rates for starting business; procedures, time and
rates for property right registration; procedures, time limit and rates for
handling construction permit; handling links, application materials and
handling time limit of access to electricity; handling links to report the
installation of water and gas; procedures, handling links, application ma-
terials and handling time limit of access to credit; bankruptcy litigation
cost rate; liquidation recovery rate; materials for enterprise cancellation;
fees for enterprise cancellation




Each index covers a range of 1-5 points. In order to facilitate the qual-
itative analysis based on quantification, the research team identified 4.5-5
scores as very satisfied (excellent), 3.5-4.5 (excluded) as satisfied, 2.5-3.5
(excluded) as merely fair, 1.5-2.5 (excluded) as poor and 1.5 (excluded)

and below as very poor.
IVV. Respondent Composition
(1) Over 70% of the surveyed enterprises are private enterprises

Among the 4,485 enter-

6 4%, 4.5% B State-ownid and state- i i i
o S el md prises involved in the survey,
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Figare 0-1 Type Distribution of Surveyed Enterprises

enterprises"); 6.4% are wholly

foreign-owned enterprises; enterprises of other ownerships and Sino-for-
eign joint ventures and cooperative enterprises take similar shares, ac-

counting for 4.5% and 4.2% respectively.

(1) Enterprises engaged in traditional manufacturing industry ac-
count for over 1/3

= Traditionsl manufostusing Among the enterprises in-
indusiny
=High-tech industry volved in the survey, 36.3% are

B Resuree industny
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(111) Micro and small enterprises account for over 60%

Among the enterprises involved

10 emiplaye ez and below

4.1%
% in the survey, 62% are micro and small
1 em— enterprises with 100 employees and
H500-2,000 employees bElOW; 25.1% have 100-500 employ'

o | ges: 8 796 have 500-2,000 employees;

Figure (3 Disidbu tion of Enterprises by Scale

and 4.1% are super large enterprises

with 2,000 employees and above.

(1V) Over half of the enterprises have a registered capital of less
than CNY 20 million

Among the surveyed enterprises,
mBelow CHNY S million

34.8% have registered with a capital of
less than CNY 5 million, 28.9% with

13_4.L l‘ CNY 5-20 million, 13.4% with CNY

28 O Hver CNY 30 million . . .
20-50 million, and 22.9% with more

than CNY 50 million.

22904 BCNY S22 millien

Figure = Distribution of Surveyed Enterprises by
Registered Capital

(V) Over 70% of the surveyed enterprises have continuously op-
erated for more than five years

Among the enterprises in-

mOver CNY 50 million volved in the survey, 3.8% are

m -3 years

newly established with a history

m3-5 years

of less than one year, 11.2% op-
erated for 1-3 years, 13.2% for 3-

T1.8% . mhore than five years

Figure (=5 Distribution of Surveyed Enterprises by

Continsous Operation Length 5 yeal’S, and 718% for more than

five years.



V. Main Conclusions

(1) Enterprises generally gave good evaluation for China’s busi-
ness environment in 2021

In 2021, affected by COVID-19 and uncertainties in economic and
trade situation, China's economic development still faces a number of risks
and challenges. According to the unified deployment by the CPC Central
Committee and the State Council, in 2021, China will continue to consoli-
date and expand the achievements of COVID-19 prevention & control and
economic & social development, better coordinate development and secu-
rity, fully implement the work of "six stabilizations" (stability in employ-
ment, financial operations, foreign trade, foreign investment, domestic in-
vestment, and expectations) and the tasks of "six guarantees"” (security in
employment, basic living needs, operations of market entities, food and
energy, stable industrial and supply chains, and normal functioning of pri-
mary-level governments), implement the macro policies in a scientific and
accurate manner, strive to keep the economy running at a reasonable inter-
val, insist on the strategy of expanding domestic demand, strengthen the
strategic support of science and technology, open wider to the outside
world, and maintain social harmony and stability.

In 2021, China business environment score is 4.38, 0.03 higher than
that in 2020, showing continuous improvement in business environment.
Among the 12 first-level indexes, the evaluation of 11 indexes was in-
creased, and that of 1 index was slightly declined. The evaluation of fiscal
and tax service environment is the highest, followed by customs service
environment, rule of law and social credit environment. The evaluation of

human resources service environment and financial service environment is
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relatively low. China’s eastern region, Sino-foreign joint ventures and co-
operative enterprises and traditional manufacturing industry contributed
high scores, while the overall evaluation of business environment by the
western region, enterprises of other ownerships, resource industry and ser-
vice industry has declined.

In 2021, while more than 70% of enterprises were hit by COVID-19,.
However, more than 70% of enterprises achieved revenue growth. Corpo-
rate investment was mainly driven by use of local resources and market
expansion, with China's growing consumption and expanding middle class
replacing digital technology as the most important business opportunity.
More than half of the surveyed foreign-owned enterprises regarded China
as their top global investment destination, but 28% of them said that they

had no plan to put additional investment in China.

(11) China's business environment continued to improve

The main achievements of China's business environment construction
in 2021 included: 1. The effective regulatory system provided a guarantee
for streamlining administration and delegating power; 2. The law-based
business environment was improved; 3. The measures to cut taxes and fees
produced remarkable results, and enterprises get the benefits of “real
money”’; 4. Trade and investment was enhanced significantly; 5. Tradi-
tional infrastructure and "new infrastructure™ continued to improve.

In addition, during the “13th Five-Year Plan” period, China's business
environment continued to improve. Local governments conducted original
and differential explorations, and formed a number of reform measures and

typical experiences, which were proved to be available, gained the support
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of market entities and satisfied the people , helping promote mutual learn-
ing among local governments and further improve the business environ-

ment.

(111) There is still room for improvement in business environment

Combining the statistical results and field research, the research team
has identified the following problems in China’s business environment: 1.
Government services in some regions were still weak; 2. Some policies
needed to be more scientific; 3. The production cost of enterprises was in-
creased significantly; 4. Many regions reported difficulties in recruiting
staff; 5. Financing difficulties still restricted the development of enterprises;
6. Relevant supporting facilities still needed to be equipped; 7. Interna-

tional uncertainties were increasing.

(1V) Countermeasures and suggestions

To address the above problems, combining the field research conclu-
sions and opinions from experts and scholars, the research team proposed
the following suggestions: 1. Building a high-quality and efficient service-
oriented government; 2. Making our policies more scientific; 3. Taking
multiple measures to reduce production costs; 4. Breaking the bottleneck
In attracting, retaining and utilizing talents; 5. Effectively solving the prob-
lem of difficult and expensive financing for enterprises; 6. Improving the
supporting facilities; 7. Providing multiple channels to help enterprises re-

duce the uncertainty risks.
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Chapter I Overall Evaluation on China's

Business Environment

According to the questionnaire survey, China's business environment
has continued to improve in 2021, with 4.38 overall scores from the sur-
veyed enterprises, an increase of 0.03 compared with that in 2020. More
than 50% of the surveyed enterprises were "very satisfied" with the busi-
ness environment, and more than 80% of the enterprises believed that the

business environment has “improved".”

I. Business Environment Was Generally Evaluated as Good

(1) More than 50% of the surveyed enterprises were "'very satis-
fied"" with the business environment

Enterprises  were generally
1.2% aVery por
0.1%-)  108% . highly satisfied with China’s busi-
eMenly s ness environment in 2021. 56.4% of
CIEU them were "very satisfied" and 31.4%

mVery saiisfied .

N “satisfied”; 10.8% evaluated the en-
Figure 1=1-1 Satisfaction of China's Business Enviconment in . ‘ < oy

2t vironment as “merely fair” and 1.2%

as “poor”’; only 0.1% evaluated the environment as very poor.

(11) Over 80% of the surveyed enterprises believed that the busi-
ness environment has “improved”

1.0% 5204 mSeriously worsened

1.5%

51.3% of the enterprises believed
that China’s business environment has
“significantly improved” over the past

three years, 35% believed that it has

35.0%

yﬂf’

mElightly worsened
mMaot improved
Blmproved & some

extent

mSignificantly imiproved

Figre 1=1=2 Tmp voventent of China's Business Eovironment o
the Past Three Years

®Note: The data involved in Chapters I, Il and 11l of this report are mainly from the enterprise question-
naire survey on business environment conducted by CCPIT in 2021.
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“improved to some extent”, and 7.5% saw “no improvement”; 6.2% felt
that it has worsened (including “seriously worsened” and “slightly wors-
ened”), and this proportion was slightly higher than that in 2020 (4.5%).
In the past three years, the improvement of the business environment
in the regions where the surveyed enterprises are located was very similar
to the improvement of the business environment in China. 49.8% (51.3%
nationwide) of the enterprises believed that their regional business envi-
ronment has “significantly improved”, and 1.9% (1% nationwide) consid-

ered that the business environment has "seriously worsened".

(111) The fiscal and tax service environment were evaluated highly,
and the scores on human resources environment were low

The score on national business 1.9% 3.9% mSeriously worsened
10,084
. - -"'F.-.R‘/_ msli WS
environment in 2021 was 4.38, [N ettty worsened
[ .
. . « s [ BMot improved
which was in the range of “good”. ’
mlmproved fo some
Falling within the range of 4.00- 34.4% .:M: ﬂ
m5ignificany
. improvied
4.52. the scores on the 12 first-level
Figure 1=1=3 lmprovement of Business Eovdconment (o
R Regions Where Enterprises Ave Located in the Past
indexes were good. The human re- Thies: Vears

sources service environment was

the lowest with the score of 4.04, followed by financial service environ-
ment 4.17; the fiscal and tax service environment was the highest with the
score of 4.52; the customs service environment, rule of law and social
credit environment were evaluated highly with the score of 4.51, all reach-

ing the “Excellent” level.
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The overall evaluation of China's business environment in 2021 was
0.03 higher than that in 2020. The score on fiscal and tax service environ-
ment in 2021 was 0.02 lower than that in 2020, but it still ranked first
among the 12 first-level indexes; the score on social credit environment
increased by 0.11, the financial service environment by 0.09, the life-sup-
port service environment and scientific and technological innovation envi-
ronment by 0.07, and the enterprise establishment and withdrawal environ-
ment by 0.06 .
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Figure 1-1-4 Evaloation on the Sub-divided Indexes of China's Bosdmess Enviconment (o 20202021

I1. China’s Eastern and Central Regions Gave Higher Evaluation

4.56 Different regions have ob-
4.60 - -0 449 - 030
450 1 4m1| - _oz0 | tained different scores on busi-
4.40 - | T 410 ]
430 - 0.15 4.25 : ~0.10| ness environment. The eastern
4.18
ﬁg ‘ . 7000 region had the highest score of
' - _0.10 )
4.00 - “0"2 4.56, the central region had 4.49
390 ) Eastern negion I Central region I We Rtern reg ion _020 H - H
¢ ‘ = with fair evaluation, and the
X 2] i flere noe
Figure 1-2-1 Evaluation on Business Emvironment of Entemrises WeStern region had the IoweSt
i Dyiffe re ot Regions

score of 4.18. The difference be-

tween the eastern and central regions was 0.38, which was significant.
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The eastern and central regions have made certain improvement in the
evaluation of business environment in 2021 compared with 2020. The
score of the eastern region has increased by 0.15 and the central region by

0.24. The score of the western region has declined by 0.12.

I11. Sino-foreign Joint Ventures and Cooperative Enterprises Gave

High Evaluation

460 - 452 - 0.30
450 1p21 445 — 446 020
440 4.36 435 |01 37 r[‘.\ F0.10
4.30 424 N 002 i [ 000
' ' ' 420 | 010
420 A L 020
410 1 . | 29 | 030
4.00 - -0.40
Stte-owned and st Private enterprises Sino-fore ign joint ventures  Whally fore ign-owned Crhers
contre] ked enterprises and ooaperative enerprise NSt

220 — 22 ] i fference

Figure 1-3-1 Evaluation on Business Envdrmonment of Enterprises in Different Owoerships

From the perspective of different ownerships, Sino-foreign joint ven-
tures and cooperative enterprises gave the highest score of 4.52, and enter-
prises of other ownerships (including collective ownership enterprises and
joint enterprises) gave the lowest score of 4.20, 0.32 lower than the highest
score; wholly foreign-owned enterprises, state-owned enterprises and pri-
vate enterprises gave moderate scores of 4.46, 4.45 and 4.36 respectively.

Compared with 2020, in 2021, the score of Sino-foreign joint ventures
and cooperative enterprises has increased by 0.17; that of wholly foreign-
owned enterprises increased by 0.1; that of state-owned enterprises in-
creased by 0.21; that of private enterprises increased by 0.02, that of enter-

prises of other ownerships declined by 0.29.

IV. Traditional Manufacturing Industry Gave Higher Evaluation,

with Rapidly Enhanced Evaluation from Other Industries
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The evaluation for business environment of all industries was good or
above. Traditional manufacturing industry gave the highest score of 4.43,
followed by other industries of 4.41; construction industry gave the lowest
score of 4.23; resources industry, high-tech industry and service industry
gave the scores of 4.38, 4.37 and 4.25 respectively.

Compared with 2020, the evaluation score for business environment
of other industries has improved the most in 2021, from 4.28 to 4.41 (by
0.12); both the high-tech industry and traditional manufacturing industry
followed with an increase of 0.07; the score of the construction industry
has declined little by 0.01; the score of the resources industry and service

industry have declined by 0.18 and 0.15 respectively.
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Chapter Il Evaluation on the Sub-divided

Indexes of Business Environment

The evaluation on the sub-divided indexes of China's business envi-
ronment mainly covers 12 first-level indexes (including infrastructure en-
vironment, policy and government administration environment, customs
service environment) and 48 second-level indexes. According to the Enter-
prise Questionnaire survey, enterprises gave a good overall evaluation on
China’s business environment in 2021. Among the first-level indexes, most
of indexes have been improved compared with those in 2020, except for

fiscal and tax service environment.

I. Infrastructure: Higher Evaluation on Water, Electricity and Gas

Supply; Enhanced Evaluation in China’s Eastern and Central Regions

The infrastructure environment index is sub-divided into five second-
level indexes, i.e. transportation, network communications, water, electric-
ity and gas supply, environmental protection facilities and urban planning
and construction. In 2021, the surveyed enterprises gave a good overall
evaluation on the infrastructure environment with a score of 4.35, 0.04
higher than that of 2020, but the evaluation had significant differences be-

tween regions and industries.

(1) High evaluation on water, electricity and gas supply; low eval-
uation on transportation index

Among the second-level indexes, water, electricity and gas supply
achieved the highest score of 4.43, followed by 4.40 for environmental

protection facilities. Transportation had the lowest score of 4.23, and the

18



scores of urban planning and construction and network communications

were 4.33 and 4.38 respectively.

Compared with 2020, the evaluation on the index of environmental

protection facilities has improved the most (by 0.12 points), followed by

urban planning and construction, water, electricity and gas supply (by 0.06

and 0.04 respectively); the evaluation on transportation declined by 0.04,

the only second-level index of infrastructure environment showing nega-

tive growth.
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Transponation Network communications  'Waer, electricity and gas  Environmental protection Urhan planning and

supphy faciities CONST e tign
20X 202 ] Difference
Figure 2-1-1 Evaluation oo the Sub-divided Indexes of lofcast racture Edvironment

(I1) The evaluation in the eastern and central regions was signifi-
cantly higher than that in the western region

The evaluation on infrastruc-
ture environment in the eastern re-
gion had the highest score of 4.53,
0.13 higher than that of the previous
year; the evaluation in the central re-
gion has improved the most, with a

score of 4.44, an increase of 0.23; the
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4.53 4.44
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e P Driffe rence
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Figure 2-1-2 Comparison of Evaluation oo Infeastructure Environment o
Dif ferent Regions

western region saw a negative growth, decreasing by 0.08 from the previ-

ous year to 4.15.
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(111) The wholly foreign-owned enterprises gave high evaluation,
and enterprises of other ownerships gave low evaluation

8] w0 ui o
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— 20 — 2P | Diifference
Figure 2-1-3 Evaluation on lofeastructure Envimament of Enterprises of Diffe e ot Owoerships

There were some differences in the evaluation on infrastructure environ-
ment of enterprises of different ownerships. The wholly foreign-owned en-
terprise gave the highest evaluation score (4.48), 0.27 higher than the pre-
vious year; the Sino-foreign joint ventures and cooperative enterprises
gave relatively higher score (4.47), 0.13 higher than the previous year; the
enterprises of other ownerships gave the lowest score (4.14), 0.11 lower
than the previous year; the state-owned enterprises and private enterprises
gave the moderate scores (4.38 and 4.34), 0.11 and 0.02 higher than the

previous year respectively.

(1V) High evaluation in traditional manufacturing industry,and
low evaluation in construction industry

4.60
4.50 440
440 4 4 53 431 432
4.30 ==
420 '
4.10
4.00 -

Traditionsl Hightech
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Figure 2.1=4 Comparison of Evaluation oo Infrastructure Environment (o Different Iod ustries

The traditional manufacturing industry gave the highest evaluation
score of 4.40 for infrastructure environment, followed by 4.36 of other in-

dustries; the construction industry gave the lowest score of 4.19; resources
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industry, high-tech industry and service industry gave the moderate scores
of 4.32, 4.32 and 4.27 respectively.

The scores improved by 0.14 and 0.07; the scores of both the high-
tech industry and construction industry increased slightly by 0.01; the score
of the resources industry and service industry declined by 0.17 and 0.13

respectively.

Il. Life-support Services: Higher Evaluation on Public Security,

Lower on Cultural and Sports Facilities

The life-support service environment index was sub-divided into six
second-level indexes, i.e. living conditions, health care, sports facilities,
education level, environmental protection and public security. In 2021, the
surveyed enterprises had a low overall evaluation on life-support service
environment, with a score of 4.33, which ranked 10th among the 12 first-
level indexes.

(1) High evaluation on public security, low on sports facilities

Among the sub-divided indexes, public security had the highest score
of 4.53, reaching the excellent level. The education level had a lower score

of 4.22. The evaluations on cultural and sports facilities and health care
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Figure 2-2.1 Evaluation on the Subedivided Iodeses of Lifesupport Sendee Environment
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were also low, with the scores of 4.23 and 4.27 respectively. Both the eval-
uations on environmental protection and living conditions stayed in the
middle, with a score of 4.36.

Compared with 2020, the evaluation score on health care has im-
proved the most (by 0.12); the scores on cultural and sports facilities and
environmental protection improved by 0.11 and 0.1 respectively; the scores
on education level, living conditions and public security improved by
0.07, 0.03 and 0.02 respectively.

(1) High evaluations in the eastern and central regions; low
evaluation in the western region

The evaluation score on life-support service environment in the

eastern region was the highest at 4.48, 0.13 higher than that of the previ-

ous year; the evaluation in
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growth, decreasing by
0.03 from the previous year to 4.14.

(1) Sino-foreign
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From the perspective of different ownerships, the Sino-foreign joint
ventures and cooperative enterprises gave the highest score (4.44), 0.19
higher than the previous year; the wholly foreign-owned enterprises gave
a high score (4.43), 0.30 higher than the previous year; the enterprises of
other ownerships gave the lowest score (4.06), 0.33 lower than the previous
year; the state-owned enterprises and private enterprises gave the moderate
scores (4.36 and 4.32), 0.17 and 0.07 higher than the previous year respec-
tively.

(1V) High evaluation on traditional manufacturing industry; low

on construction industry

The traditional manufac-
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resources industry, high-tech
industry and service industry
gave the scores of 4.33, 4.28 and 4.25 respectively.

Compared with 2020, there was little difference in the evaluation on
life-support service environment in all industries in 2021. The scores of
other industries and traditional manufacturing industry have greatly im-
proved by 0.17 and 0.13 respectively; the score of the high-tech industry
increased slightly (by 0.02); the scores of the construction industry, re-
source industry and service industry have declined by 0.02, 0.10 and 0.10

respectively.
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I11.Policy and Government Administration: Highest Evaluation on
Official Integrity; Negative Growth of Evaluation in Multiple Indus-

tries

The policy and government administration environment index can be
sub-divided into four second-level indexes, i.e., intensity of policy imple-
mentation, policy equity, efficiency of government services and official in-
tegrity. In 2021, the surveyed enterprises had a moderate evaluation on
policy and government administration environment, with a score of 4.45,
which was 0.02 higher than that of 2020 and ranked 5th among the 12 first-

level indexes.

(1) Highest evaluation on official integrity, low evaluation on
policy equity

455 - 450 012 Among the
450 1 011446 480 010 gqyb.divided  in-
445 3
445 | 3 443444 — 0,08 N
ag0 | 40 . oos | dexes, the official
. Lo, 435 ] )
433 - ‘ 921 integrity had the
430 - | - 002
425 — I 40D1 . 002 | ,o0| highest score of
Inemsity of policy Palicy equity Efficiency of Official integrity
implementation CiWer I ent Servioes -
20 o1 I 4.52, reaching the
Figure 231 Evaluation on the Sub=gdivided Indexes of Policy amd “excellent” level,
Government Adminkieation E mvi voo rent

followed by effi-
ciency of government services (4.46). The evaluation scores on intensity
of policy implementation and policy equity were 4.45 and 4.44 respectively.

Compared with 2020, the evaluation score on index of efficiency of
government services in 2021 has improved the most (by 0.11), followed by
the intensity of policy implementation (by 0.05); the evaluation scores on
official integrity and policy equity have improved by 0.02 and 0.01 respec-
tively.
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(1) High evaluations in the eastern region; negative growth of
evaluation in the western region

4,80 - - 0. 30 The evaluation score on
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tion in central region has im-

proved the most, with a score of 4.55, an increase of 0.19; the western re-
gion saw a negative growth, decreasing by 0.17 from the previous year to
4.25.

(111) The Sino-foreign joint ventures and cooperative enterprises
gave high evaluation, with negative growth of evaluation from enter-

prises of other ownerships

From the per-
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Figure 2.3.3 Evaluation on Policy and G it Admialstmtion Emd ofEnterprses of Diferent Ownenhips

erative  enterprises
gave the highest evaluation score (4.60), 0.16 higher than the previous year;
the wholly foreign-owned enterprises and state-owned enterprises gave rel-
atively higher scores (4.52 and 4.50), 0.09 and 0.19 higher than the previ-
ous year respectively; the enterprises of other ownerships gave the lowest
score (4.21), 0.35 lower than the previous year; the private enterprises gave

the moderate score (4.44), 0.01 higher than the previous year.
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(1V) High evaluation from traditional manufacturing industry;

negative growth of evaluation in multiple industries
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Figure 2-3-d Comparison Diagram of Ansual Evaluation on Policy and Government Administeation Environment 1o Different
Riodd s ties.

The traditional manufacturing industry gave the highest evaluation
score of 4.50 for policy and government administration environment, fol-
lowed by 4.47 of high-tech industry; construction industry gave the lowest
score of 4.20; other industries, resource industry and service industry gave
the moderate scores of 4.45, 4.43 and 4.33 respectively.

Compared with 2020, in 2021, the evaluation scores from traditional
manufacturing industry and high-tech industry have increased by 0.08 and
0.06 respectively; that of other industries increased by 0.03; that of re-
sources industry, service industry and construction industry declined by
0.18, 0.13 and 0.10 respectively.

IV.Social Credit: Evaluation on Indexes Ranked Second, with High

Evaluation on Social Credit Index

Social credit environment is sub-divided into three second-level in-
dexes, i.e. social credit, construction of credit system, construction of pun-
ishment and reward mechanism. In 2021, the surveyed enterprises gave a

good overall evaluation score on social credit environment (4.51), which
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was higher than that of comprehensive evaluation on China's business en-
vironment and ranked 2nd among the 12 first-level indexes.

(1) Evaluation on social credit was high; construction of punish-
ment and reward mechanism needed to be strengthened

Among the sub-divided indexes, the social credit had the highest score
(4.53), followed by construction of credit system (4.52), both reached ex-
cellent level; while construction of punishment and reward mechanism had

a lower score of 4.47.

. Compared
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Figure 2=4=1 Evaluation on the Sub-divided lndeses of Social Credit
Enviro et

improved the most
(by 0.14), followed by the construction of punishment and reward mecha-

nism (by 0.11) and social credit (by 0.07).

(1) Higher evaluations in the eastern and central regions; nega-
tive growth of evaluation in the western region

The evaluation score on social credit environment in the eastern re-

gion was the highest at

480 - - 0.30 )
470 - 467 4.67, 0.24 higher than that
w0l 0 026 *+3 L 020

N of the previous year; the

1301 444 440 - 0.10

4.40 1 432 432 evaluation in central region
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Fastem region Comalregin  Wesemiegion with a score of 4.58, an in-

I 2020 [ i Difference

Figure 2242 Comparison of Evaluation oo Social Credit
Environment o Different Regions

crease of 0.26; the western
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region saw a negative growth, decreasing by 0.08 from the previous year
to 4.32.
(111) Sino-foreign joint ventures and cooperative enterprises gave

highest evaluation, and private enterprises gave moderate ones

From the
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Figure 2-4-3 Comparison of Evaluation on Seclal Credit Environment of tlve enterprises
Enterprises of Diffe e nt Ownerships

gave the high-
est evaluation score (4.65), 0.16 higher than the previous year; the wholly
foreign-owned enterprises and state-owned enterprises gave relatively
higher scores (4.56 and 4.55), 0.20 and 0.25 higher than the previous year
respectively; the enterprises of other ownerships gave the lowest score
(4.31), 0.24 lower than the previous year; the private enterprises gave the

moderate score (4.50), 0.10 higher than the previous year.

(1V) Higher evaluation in high-tech industry; negative growth of
evaluation in two industries

The traditional manufacturing industry gave the highest evaluation for
social credit environment with a score of 4.55, followed by other industries
and high-tech industry of 4.54 and 4.52 respectively; construction industry
gave the lowest score of 4.26; resource industry and service industry gave

the scores of 4.46 and 4.35 respectively.
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Compared with
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Figure 2-4-4 Comparison of Evaluation on Seeial Credit Environment in
ifferent Dl usteies greatly increased

by 0.17, 0.14 and 0.11 respectively; that of construction industry increased
by 0.02; that of resources industry and service industry declined by 0.12
and 0.04 respectively.

V. Fair Competition: High Evaluation on Market Supervision, Nega-

tive Growth of Evaluation in Two Industries

Fair competition environment is sub-divided into four second-level
indexes, i.e. market supervision, administrative monopoly, government
procurement and market access. The surveyed enterprises gave a good
overall evaluation score on fair competition environment (4.44), which was
higher than the score of comprehensive evaluation on China's business en-

vironment and ranked 5th among the 12 first-level indexes.

(1) High evaluation on market supervision, low on administrative
monopoly

Among the sub-divided indexes, market supervision had the highest
score of 4.48; market access had a moderate score of 4.45; the score of both

government procurement and administrative monopoly was 4.43.
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Compared with 2020, the evaluation score on index of government

procurement has improved the most (by 0.07), followed by the administra-

tive monopoly
and market ac-
cess (by 0.06
and 0.05 respec-
tively); the eval-
uation score on
market supervi-
im-

sion has

proved by 0.04.

(11) High evaluations in the eastern
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Figure 2-5-2 Comparison of Evaluation on Fale Competition E s con owe nt

in Different Regions

region; enhanced evaluation

The evaluation on
fair competition envi-
ronment in the eastern
region was the highest
with the score of 4.62,
0.18 higher than that of
the previous year; the

evaluation in central

region has improved the most, with a score of 4.54, an increase of 0.23; the

western region saw a negative growth, decreasing by 0.13 from the previ-

ous year to 4.24.

(111) State-owned enterprises gave high evaluation, with negative

growth of evaluation from enterprises of other ownerships
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tures and cooperative enterprises gave the highest score (4.58), 0.17 higher
than the previous year; the wholly foreign-owned enterprises and state-
owned enterprises gave relatively higher scores (both 4.52), 0.13 and 0.28
higher than the previous year respectively; the enterprises of other owner-
ships gave the lowest score (4.16), 0.36 lower than the previous year; the

private enterprises gave the moderate score (4.44), 0.05 higher than the

From the perspective of different ownerships, Sino-foreign joint ven-

previous year.

with negative growth of evaluation from resources industry and ser-

vice industry

(1V) Higher evaluation in traditional manufacturing industry;
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The traditional manufacturing industry gave the highest score of 4.50
for fair competition environment, followed by 4.46 of other industries and
high-tech industry; construction industry gave the lowest score of 4.23; re-
sources industry and service industry gave the scores of 4.44 and 4.28 re-
spectively.

Compared with 2020, in 2021, the scores of traditional manufacturing
industry, other industries and high-tech industry have greatly increased by
0.14, 0.09 and 0.09 respectively; that of construction industry remained
unchanged,; that of resource industry and service industry declined by 0.12

and 0.17 respectively.

VI.Rule of Law: Overall Evaluation Ranked Second, with Similar

Scores in Sub-divided Indexes

The rule of law is a new index in 2021 and can be sub-divided into
five second-level indexes, i.e. legal supervision, government administra-
tion according to law, case conclusion by court and arbitrator on schedule,
enforcement of court decisions and arbitral awards, and intellectual prop-
erty protection. In 2021, the overall evaluation on rule of law was good
with a total score of 4.51, which was higher than the score of comprehen-
sive evaluation on China's business environment and ranked 2nd among

the 12 first-level indexes.

(1) Similar evaluation on second-level indexes, high evaluation on
government administration according to law and legal supervision
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In 2021, the range difference of the five second-level indexes of rule

of law was small, only 0.04. The scores of government administration ac-

cording to law and legal supervision were high at 4.53, followed by intel-

lectual property protection at 4.50; the scores of case conclusion by court

and arbitrator on schedule and enforcement of court decisions and arbitral

awards were low at 4.49.
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Figure 2-6-1 Evaluation on the Sub-dhided Ind exes of rule of liw

(1) The evaluation in the eastern and central regions was signifi-

cantly higher than that in the western region

The evaluation on

470 - 467
458 .
460 rule of law in the eastern
450 -
140 - region was the highest at
an 433 . ;
430 4.67; the evaluation in
420 A
410 : central region as rela-
Eastern negion Central region Western region
tively high at 4.58; the
Figure 2-6-2 Evalustion on rule of law in Different Re gions
evaluation in western re-

gion was the lowest at 4.33.

(111) Sino-foreign joint ventures and cooperative enterprises

gave high evaluation scores, and enterprises of other ownerships gave

low ones
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Ownerships
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foreign-owned enterprises,
state-owned enterprises and private enterprises gave the moderate scores
(4.57, 4.56 and 4.50 respectively); the enterprises of other ownerships gave
the lowest score (4.25).
(1V) High evaluation in traditional manufacturing industry; low
evaluation in construction industry

The traditional manufactur-
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4.32; service industry gave the

moderate score of 4.37.

VII. Technological Innovation: Similar Evaluation on Second-

level Indexes, Higher Evaluation from State-owned Enterprises

Technological innovation environment is sub-divided into five sec-
ond-level indexes: implementation of R&D tax credit policy, IP collateral-
ization, industry-university-research combination, business incubation ser-

vice and public service platform construction. The score of technological
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innovation environment was 4.36 and ranked 7th among the 12 first-level

indexes.

()  High evaluation on the implementation of R&D tax credit
policy, low evaluation on industry-university-research combination
and business incubation service

4.50 447 - 014 -
s |4 ont* L, La oo The scores of the five
440 438 W o436 [o.10 .
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oom bination
s 2020 2021 Diference with the range difference
Figure 2-7.1 Comparison Diagram of Anoual Evaluation onSobe divided
Indeves of Technological Innovation Emdconment -
i of only 0.06. The imple-

mentation of R&D tax credit policy scored the highest at 4.47, followed by
IP collateralization and public service platform construction at both 4.44;
while industry-university-research combination and business incubation
service scored lower at both 4.41.

Compared with 2020, the evaluation on index of IP collateralization
in 2021 has improved the most (by 0.13), followed by business incubation
service and public service platform construction (by 0.10 and 0.08 respec-
tively); the evaluation on industry-university-research combination and
implementation of R&D tax credit policy have improved by 0.03 and 0.02

respectively.

(I1) High evaluations in the eastern and central regions; nega-
tive growth of evaluation in the western region
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The evaluation score on

technological innovation envi-
ronment in the eastern region
was the highest at 4.61, 0.20
higher than that of the previous

year; the evaluation in central re-

gion has improved the most, with a score of 4.53, an increase of 0.23; the

western region saw a negative growth, decreasing by 0.10 from the previ-

ous year to 4.23.

(111) Sino-foreign joint ventures and cooperative enterprises
gave the highest scores, and enterprises of other ownerships gave low

Scores
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| _o.10 Joint ventures and cooperative en-
- =0.20 . _

0.3 terprises gave the highest score

=0. 40

From the perspective of differ-

(4.59), 0.15 higher than the previ-

ous Yyear,

the state-owned enter-

prises and wholly foreign-owned

enterprises gave the high scores

(4.48 and 4.46), 0.24 and 0.11 higher than the previous year respectively;

the enterprises of other ownerships gave the lowest score (4.19), 0.28 lower

than the previous year; the private enterprises gave the moderate score

(4.43), 0.07 higher than the previous year.

(1V) High evaluation in traditional manufacturing industry;
lower evaluation in three industries
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sources industry; construction industry and service industry gave the lower
scores of 4.22 and 4.28 respectively.

Compared with 2020, in 2021, the scores of other industries, tradi-
tional manufacturing industry and high-tech industry have greatly in-
creased by 0.13, 0.10 and 0.06 respectively; that of resources industry, ser-
vice industry and construction industry have declined by 0.15, 0.08 and

0.02 respectively.

VIIlI. Human Resources: Evaluation Ranked Last, with Low Evalu-

ation on Availability of Social Specialized Talents

Human resources environment is sub-divided into four second-level
indexes: availability of skilled labor, availability of middle and senior man-
agers, availability of innovative and entrepreneurial talents, and availabil-
ity of social specialized talents, in which, the availability of social special-
ized talents is a new index in 2021. In 2021, the evaluation on human re-
sources environment was only 4.04 and ranked last among the 12 first-level
indexes.

(1) High evaluation on availability of skilled labor, low evaluation
on availability of social specialized talents

From the perspective of sub-divided indexes, the score on availability
of skilled labor was higher at 4.11; the scores on availability of middle and

senior managers and availability of innovative and entrepreneurial talents
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were relatively low at both 4.04;
the score on availability of so-

cial specialized talents was the

lowest at only 3.97.

Compared with 2020, the evaluation on index of availability of inno-
vative and entrepreneurial talents in 2021 has improved the most (by 0.10
points), followed by the availability of skilled labor (by 0.01 points); the
evaluation on availability of middle and senior managers has declined by
0.03.

In 2021, China's labor cost accounted for 26.27% of the total cost,
decreasing by 1.73% from 2020, and the annual average of labor cost in-
creased by 8%, slightly higher than that of 2020 (7.9%).

(1)

In the western region

High evaluation in the central region; less than a score of 4

420 - s 020 The evaluation on human re-
- 412
sr0{ 408 [ T\ .0 | Sources environment in the eastern
4.00 - l 3.08 ) .
006 394 ‘ 300 | o | T€Qion was the highest at 4.15, 0.06
3.90
250 | _ I . . 2% | .| higher than that of the previous
Esstem region Central region Weskem region
— 200 o 2021 mwee | ye@r; the evaluation in central re-
e oot in Dillret Reioms

gion has improved the most, with a
score of 4.12 , an increase of 0.17; the western region saw a negative

growth, decreasing by 0.06 from the previous year to 3.92.

(111) Sate-owned enterprises gave high evaluation scores, and
Sino-foreign joint ventures and cooperative enterprises gave low ones
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From the perspective of different ownerships, the state-owned enter-
prises gave the highest score (4.17), 0.23 higher than the previous year; the
wholly foreign-owned enterprises gave relatively higher score (4.12), 0.18

higher than the previous year respectively; the Sino-foreign joint ventures
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430 0.15

430 A F0.15

| ] 27 x|, | dave the lowest score (3.97),

4104 oo _ - 005

0.14 lower than the previous

400 4 397 4.00 4010 | oo

X 3.94 300 394 301 | )

> ]H I I-ci.os H][ ' ( I 9%\ year; enterprises of other own-
3.80 - I - 0,10

09 013 . . .

330 S afioe]l  Highiech  Hewnre  Conamction e w215 erships and private enterprises

nenufacuring  industry industry indusiry indusiry
indusry

- S it gave the moderate score (4.02),
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year; private enterprises gave the moderate score (4.02 points), 0.01 higher

than the previous year.

(1V) Highest evaluation in resource industry; low evaluation in
construction industry

The resources industry gave the highest score of 4.26 for human re-
sources environment, followed by 4.16 of other industries; construction in-
dustry gave the lowest score of 3.91; service industry, traditional manufac-
turing industry and high-tech industry gave the moderate scores of 4.04,
3.97 and 3.94 respectively.

Compared with 2020, in 2021, the score of other industries has greatly
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of service industry, construction industry and resource industry declined
by 0.13, 0.09 and 0.05 respectively.

IX. Financial Service: The Index Ranked Second from the Bottom,

with Slowed Annual Increase in Financing Costs

Financial service environment is sub-divided into two second-level
indexes: financing convenience and diversity of financing channels. In re-
cent years, the financial service environment has improved; however, the
overall situation is still not optimistic, and there are large differences in the
evaluation among the eastern, central and western regions. In 2021, the
surveyed enterprises gave a low overall evaluation on financial service en-
vironment, with a score of 4.17, which ranked 11th among the 12 first-level
indexes and far below the score of overall evaluation of the national busi-

ness environment (4.38).

(1) The evaluation on second-level indexes were low, and the dif-
ference between the indexes was slight
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Figue 291 Comparison Disgeam of Annual Evaluation on tween the tWO was Only 0.02.

Sub=divided lndexes of Financial Secvice Enviconment

Compared with 2020, the two
indexes have significantly improved in 2021, with financing convenience
increasing by 0.11 and the diversity of financing channels increasing by
0.08.

The financing cost rate (percentage of financing cost in total cost) in
2021 was 13.95%, slightly higher than that of the previous year (13.05%).
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The annual average of financing cost has increased by 8%, slightly lower

than that of the previous year (9.94%).

(1) High evaluation in the eastern and central regions; negative

growth of evaluation in the western region
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the eastern region was the highest
at 4.37, 0.24 higher than that of

the previous year; the evaluation

in central region has improved

the most, with a score of 4.32 (an

increase of 0.26); the western region saw a negative growth, decreasing by

0.06 from the previous year to 3.92.

(111) The wholly foreign-owned enterprises gave high evaluation

scores, and enterprises of other ownerships gave low ones
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Figure 203 Comparison Diagram of Annual Evaluation oo Financial
Service Eoviconovent of Enterprises of Different Ownerships

From the perspective
of different ownerships,
the wholly foreign-owned
enterprises gave the high-
est score (4.37), 0.35
higher than the previous

year; the Sino-foreign

joint ventures and cooperative enterprises and state-owned enterprises gave

the high scores (4.32 and 4.30), 0.15 and 0.27 higher than the previous year

respectively; the enterprises of other ownerships gave the lowest score

(3.91), 0.29 lower than the previous year; the private enterprises gave the

moderate score (4.41), 0.08 higher than the previous year.
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(1V) Higher evaluation in high-tech industry; high evaluation
but big drop in resources industry

The resources industry gave the highest score of 4.24 for financial
service environment, followed by other industries and traditional manufac-
turing industry of both 4.21; construction industry gave the lowest score of
3.94; high-tech industry and service industry gave the moderate scores of
4.15 and 4.05 respectively.

Compared with 2020, in 2021, the scores of high-tech industry, other

industries and traditional manufacturing industry have greatly increased by

a0 1 e x| 0.14, 0.12 and 0.11 points respec-

:iﬁ: 421 01‘; < B2 421 fous . . .

e DT 405 sz} o0 | tively; that of construction indus-

' 011 401

400 F0.05

390 I o 1 e | tryincreased by 0.05 points; that of

380

o | r-0.03 . . .

o | I L .m IH M a1 ,,| service industry and resource in-
MLMO . dustry declined by 0.01 and 0.06

respectively.

X. Fiscal and Tax Service: The Highest Score of Overall Evaluation,

with Decrease in Evaluation on Sub-divided Indexes

Fiscal and tax service environment is sub-divided into two second-
level indexes: standardization of fiscal and tax law enforcement, and pro-
cessing time for tax refund. In 2021, the enterprises gave the highest overall
evaluation on fiscal and tax service environment, with a score of 4.52,
which reached excellent level and ranked 1st among the 12 first-level in-
dexes.

(1) All the sub-divided indexes are excellent but lower than that of

the previous year
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tively.
Compared with 2020, the

evaluation on the two indexes has declined in 2021, with the standardiza-

Figure 2=10-1 Comparison Diageam of Annual Evaluation oo Suba-
divided Indexes of Fiseal and Tax Sewvice Envimament

tion of fiscal and tax law enforcement declining by 0.03, and the processing

time for tax refund declining by 0.01.

Table 2-10-1 Comparison of Enterprises’ Evaluation on Indexes of Fiscal and Tax Service
Environment

Item (unit) 2020 2021
Number of tax payments (time) 15.83 12.55
Tax payment time (hour) 12.62 7.25
Time of receipt of export tax refund 11.79 14.18
(working day)
Total fee rate (% of fee to profit) 21.96 15.46
Total tax rate (% of tax to profit) 34.15 24.84

Specifically, the average number of tax payments decreased from
15.83 to 12.55 times; the tax payment time reduced from 12.62 to 7.25
hours; the time of receipt of export tax refund increased from 11.79 to
14.18 working days; the total fee rate dropped from 21.96% to 15.46%; the
total tax rate dropped from 34.15% to 24.84%.

(1) Higher evaluation in the central region; lower evaluation in

the western region
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— el Difference higher than that of the

Firure 2a10k2 Compadson of Evaluation on Fiscal amd Tax Serice
Envimament in Different Reglons

previous year; the
evaluation in central region has improved the most, with a score of 4.61
(an increase of 0.16); the western region saw a negative growth, decreasing
by 0.18 from the previous year to 4.33.

(111) The wholly foreign-owned enterprises gave higher evalua-
tion scores, with negative growth of evaluation from private enter-

prises and enterprises of other ownerships

50 PP —= From the perspective of
o 010 455, 459 ~ 463 459 010

0 som B UL o different ownerships, the
4.40 .03 = =010
420 | I 2 02 Sino-foreign joint ventures
4.10 - .36 [ -
4.00 . -0.40 . .
Seoped ey | Swiwm Wiy Omes and cooperative enterprises
snh:mn_mllod and enteprises
enterprises CO0pE rative - =
peins gave the highest evaluation
I 2020 2021 Driffer ence
Figare 2-10=3 Compartson Diagrmm of Annual Evaluation on Fiscal and Tax SCOre (4.69), 0.10 higher than

Service Enviconment of Exterprises of Different Ownerships

the previous year; the wholly

foreign-owned enterprises and state-owned enterprises gave the high

scores (4.63 and 4.53), 0.14 and 0.10 higher than the previous year respec-

tively; the enterprises of other ownerships gave the lowest score (4.23),

0.36 lower than the previous year; the private enterprises gave the moderate
score (4.52), 0.03 lower than the previous year.

(1V) High evaluation in traditional manufacturing industry; low

evaluation in construction industry
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of high-tech industry; con-
struction industry and service industry gave the low scores of 4.31 and 4.32
respectively; resources industry gave the moderate score of 4.44.
Compared with 2020, in 2021, the scores of other industries and con-
struction industry increased by 0.09 and 0.05 respectively; that of tradi-
tional manufacturing industry increased by 0.03; that of service industry,
resources industry and high-tech industry declined by 0.29, 0.21 and 0.03

respectively.

XI.Customs Service: The Evaluation Left Much Room to Improve,

with Negative Growth of Evaluation in Service Industry

The customs service environment is sub-divided into three second-
level indexes: goods clearance, inspection and quarantine, and personnel
entry and exit. In 2021, the surveyed enterprises gave a high evaluation on
customs service environment, with a score of 4.51, which ranked 2nd

among the 12 first-level indexes.

(1) All the second-level indexes were in the excellent category,
and the evaluation continued to rise
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exit was slightly lower at 4.50.

Compared with 2020, the evaluation on each sub-divided index has im-

proved in 2021. The evaluation on personnel entry and exit has increased

by 0.03; the evaluations on inspection and quarantine and goods clearance
increased by 0.02 and 0.01 respectively.

(1) Highest evaluation in the eastern region; higher evaluation

in the central region

4.80 1 A7 oa r0.30 The evaluation on customs
460 4 438 ] 4'6_2 - 020 ; B i
— \ service environment in the eastern
140 013 439 137 - 0.10 _ _
‘51.28] ~o000 | region was the highest at 4.71,
420 L . i}
i ©1970.13 higher than that of the previ-
400 11— — c — )
Emternsegion  Cental region Westem fegion - -
i ous year; the evaluation in central
(20 X2 | i e
T et i Differan Tt ot region has improved the most,

with a score of 4.62 (an increase of
0.23); the western region saw a negative growth, decreasing by 0.09 from

the previous year to 4.28.

(111) The wholly foreign-owned enterprises and state-owned en-
terprises gave higher evaluation, with negative growth of evaluation
from enterprises of other ownerships
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higher than the previous year;
the wholly foreign-owned enterprises and state-owned enterprises gave the
high scores (4.61 and 4.53), 0.12 and 0.11 higher than the previous year
respectively; the enterprises of other ownerships gave the lowest score
(4.26), 0.38 lower than the previous year; the private enterprises gave the

moderate score (4.50), 0.02 higher than the previous year.

(1V) High evaluation in traditional manufacturing industries;
negative growth of evaluation in service industry and resources indus-
try

The traditional manufacturing industry gave the highest evaluation
score of 4.61 for customs service environment, followed by 4.51 of other
industries and 4.50 of high-tech industry; construction industry gave the

lowest score of 4.21; resources industry and service industry gave the mod-

o0 | erate scores of 4.49 and 4.32
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Figure 2-11-4 Comparison Diageam of Annual Evaluation on Custons Senvice
Eovireaiient 1o Dilfecent |ndiast des

dustry and traditional manu-
facturing industry increased by both 0.03; that of high-tech industry re-
mained unchanged; that of service industry and resource industry declined

by 0.22 and 0.13 respectively.
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XIl.  Enterprise Establishment and Withdrawal: High Evaluation
on Environmental Protection Procedure, and Higher Evaluation in

Construction Industry

The enterprise establishment and withdrawal environment is sub-di-
vided into three second-level indexes: land acquisition, environmental pro-
tection procedure and bankruptcy procedure. In 2021, the surveyed enter-
prises evaluated the enterprise establishment and withdrawal environment
at a score of 4.36, which ranked 8th among the 12 indexes.

(1) High evaluation on environmental protection procedure, low

evaluation on land acquisition
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the highest at 4.38; the
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Figure 2-12.1 Compardson Disgeam of Annnal Evaluation on Sub-divided
Indexes of Enterprise Establishment and Withd mwal Eodeonoent

score on land acquisition

was the lowest at 4.33; the rating on bankruptcy procedure was moderate
at 4.38.

Compared with 2020, the evaluations on all sub-divided indexes have
improved in 2021, with land acquisition improving the most (by 0.10), fol-
lowed by bankruptcy procedure (by 0.08); and evaluation on environmen-

tal protection procedure slightly improved (by 0.01).

Table 2-12-1 Sub-divided Indexes of Enterprise Establishment and Withdrawal Environ-

ment
Mean
Item 2020 2071 Trend
. .| Procedure (item) 4.33 26.37 )
ﬁéeslgtlng abusi- e (working day) 6.97 16.88 1
Rate (% per capita income) 12.21 12.96 )
Procedure (item) 4.61 4.75 )

48




Construction dT;;w)e limit for handling (working 7 59 12.70 1

permit Handling cost rate (%) 6.86 9.98 )
Handling link (unit) 3.71 2.62 !

Access to elec- | Application material (item) 3.76 2.89 !

ricity Time limit for handling (working 6.77 8.10 1
day)

. Handling link (unit) 3.27 2.43 !
zgﬂg[it ofr? :):cn— Application material (item) 3.58 2.81 !
water and gas ;jl’éilg;e limit for handling (working 539 709 1
Redistration of Procedure (item) 4.06 3.70 !
pr‘;gp':r:; 'r?gh‘t’s Time limit (working day) 6.42 10.93 1

Rate (% of property value) 14.65 7.15 |

Handling link (unit) 4.93 3.60 !
Access to Application material (item) 5.27 4.77 !
credit Time limit for handling (working 9.95 12.16 1

day)

Material (item) 4.23 4.37 !
Enterprise can- | Cost (CNY) 340.38 1740576 1
cellation Procedure (unit) 4.18 3.38 !

Time limit (working day) 9.77 14.57 )
Bankruptcy litigation expense ratio (%) 4.55 5.67 )
Liquidation recovery rate (%) 11.09 14.49 )

According to the questionnaire survey in 2021, there were 26.37 items,
16.88 working days and 12.96% respectively for the procedures, time and
rates to start business; there were 4.75 items, 12.70 working days and 9.98%
respectively for the procedures, time limit and rate to handle the construc-
tion permit; there were 3.70 items, 10.93 working days and 7.15% respec-
tively for the procedures, time limit and rate of property right registration;
there were 3.60 units, 4.77 items and 12.16 working days respectively for
the handling links, application materials and handling time limit of access
to credit; there were 2.62 units, 2.89 items and 8.10 working days respec-
tively for the handling links, application materials and handling time limit
of access to electricity; there were 2.43 units, 2.81 items and 7.09 working
days respectively for the handling links, application materials and handling
time limit to report the installation of water and gas; there were 4.37 items,
CNY 1740576, 3.38 units and 14.57 working days respectively for the ma-

terial, cost, procedure and time limit of the enterprise cancellation; with
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regard to bankruptcy liquidation, the average litigation cost rate was 5.67%

and the liquidation recovery rate was 14.49%.

Highest evaluation in the eastern region; with the highest

The evaluation on en-
terprise establishment and
withdrawal environment in

the eastern region was the

improvement of evaluation in the western region
460 455 024 447 |{‘-5'D
440 435 \ 0.20
420 415 | '
lum
400 -
N
3.80 : : R 1)
Eagem region Cenral region ‘Wesiem region
[ . x1 ] | 2021 ‘.Dil'fﬂ\:nm
Figuse 2-12-2 Com parian of Evalution on Enterjy ke Esablshment and
Withdrawal Envirenment in Different Regions

highest at 4.55, 0.20 higher

than that of the previous

year; the evaluation in central region has improved the most, with a score

of 4.47, an increase of 0.24; the western region saw a negative growth,

decreasing by 0.12 from the previous year to 4.15.

(111) Sino-foreign joint ventures and cooperative enterprises

gave higher evaluation scores, and state-owned enterprises gave low

ones

From the perspective of differ-
ent ownerships, the enterprises of
other ownerships gave the highest
evaluation score (4.44), followed by
the wholly foreign-owned enterprises

(4.41); the state-owned enterprises
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gave the lowest score (4.24); Sino-foreign joint ventures and cooperative

enterprises and private enterprises gave the moderate scores of 4.35 and

4.29 respectively.

Compared with 2020, in 2021, the score of Sino-foreign joint ventures

and cooperative enterprises has improved the most (by 0.19), followed by
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state-owned and state-controlled enterprises (by 0.18); the scores of wholly
foreign-owned enterprises and private enterprises have moderately im-
proved by 0.06 and 0.05 respectively. The score of enterprises of other

ownerships showed negative growth, decreasing by 0.25.

(1V) High evaluation in traditional manufacturing industry; low
evaluation in construction industry
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L
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[,
[
|

420 [ |
410 A . |7 ] I
390 - | L-015

ot g m? Casmin sonke | oms terprise establishment and
industry

2020 0 Differce withdrawal environment, fol-

lowed by 4.38 and 4.37 re-

3 : 4000?

highest score of 4.40 for en-

‘Withd rawal Eovironment in Different lodusteies

spectively of other industries and high-tech industry; construction industry
and service industry gave the low scores of both 4.24; resources industry
gave the moderate score of 4.35.

Compared with 2020, in 2021, the scores of other industries and con-
struction industry have increased by 0.14 and 0.12 respectively; that of
high-tech industry and traditional manufacturing industry increased by
0.08 and 0.07 respectively; that of service industry and resource industry

declined by 0.09 and 0.07 respectively.

51



Chapter 111 Operation and Investment Status

of Enterprises

In 2021, the surveyed enterprises continued to be affected by COVID-
19, 70% of them were expected to see revenue growth this year. However,
due to the impact of rising cost and factors such as fierce market competi-
tion, the enterprises whose revenues fluctuated within a small range over

the past five years accounted for the largest part.

I. Over 70% of Enterprises Were Affected by COVID-19 to Varying

Degrees

(1) 70% of the surveyed enterprises were negatively affected by
COVID-19

70% of the surveyed enterprises were

BSeriously affected

negatively affected by COVID19, among

EMuch affected

Lem ot which the enterprises that were “much af-

BNt affected

fected"® took up the highest proportion,

BRgsitively affected

accounting for 31%; 28.9% of the surveyed

Figure 3-1-1 Evaluation of the COVID- 19 Pandemic
Tipaet

enterprises were “less affected” by
COVID-19; 10.7% of the surveyed enterprises were “seriously affected”
by COVID-19. In addition, 18.5% of enterprises said they were positively
affected by COVID-19; 10.7% reported that they were not affected.

From the perspective of the regions, over 60% of the enterprises in

the eastern, central and western regions were affected by COVID-19. The

®Note: "Seriously affected" refers to a decrease of more than 50% in sales revenue in the first half of
2021, "much affected" refers to a decrease of 20%-50%, "less affected" refers to a decrease of 0-20%,
and "positively affected" refers to an increase rather than decrease in revenue.
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affected enterprises in the eastern region accounted for the highest propor-

tion (74.1%).
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Figure 3-1-2 Diagram of Evaluations of the COVID=17 Pandemic Impact in

Esch Region

From the perspective of
degree of impact, in western
the

fected" and “much affected"

region, “seriously af-

enterprises took up the high-
est proportion at 48.6%. In

central region, the "positively

affected" and "not affected" enterprises took up the highest proportion at

35.8%.
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Figure 313 Diageam of Evaluations of the COVID=1% Pandemic lmpact oo
Enterprises of [niffe re nt Owoe ships

From the perspective of
ownership, enterprises of other
ownerships were much affected
by COVID-19, while state-
owned enterprises were not af-
fected or positively affected. The

enterprises of other ownerships

negatively affected by COVID-19 took up the highest proportion, account-

ing for 78.6%; state-owned enterprises and Sino-foreign joint ventures and

cooperative enterprises were relatively less affected by COVID-19, in

which the “not affected” and “positively affected” enterprises accounted

for 34.8% and 30.6% respectively.

From the perspective of industries, the resources industry and other

industries were negatively affected by COVID-19, while the construction

industry was mainly not affected or positively affected. The enterprises in

resources industry and other industries negatively affected by COVID-19
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accounted for 74.8% and 73.3%
respectively; the “seriously af-

fected" and “much affected"

enterprises in service industry

0 - A
Traditional High-tech Resoures Comstruction  Service indusiny nhers
manufaeuring industry industry industry

B Serigsly affected mhiuch affected BLess affected BNt affected BPgaitively affected and Other i ndustries accounted

Figure 3-1-4 Diagram of Evaluations of the COVID-1%9 Pandemic Impact in

R for 48.5% and 47% respec-

tively; the "severely affected” companies in the resource sector took up the
highest proportion at 13.7%;

the "positively affected" enterprises took up the highest proportion in the
construction industry (21.3%), followed by the high-tech industry (20.7%).

(1) The export, production & operation, supply chain and cap-
ital chain of the surveyed enterprises were obviously affected

6% 1 54759 54.75% of the enterprises
e | i said that COVID-19 had the
o W s oo greatest impact on export; about
10% | 631% ) son 43.96% and 38.17% of enter-

operation and supply chain were
obviously affected; 30.37%, 25.38% and 21.07% of the enterprises said
that capital chain, work resumption and domestic sales were obviously af-
fected; only 6.31% of enterprises reported that after-sale services were af-
fected.

From the perspective of industries, resources industry (59.8%), con-
struction industry (53.3%) and service industry (49.3%) stated that
COVID-19 had the greatest impact on production & operation. Traditional
manufacturing industry (64.8%), high-tech industry (62.8%) and other in-
dustries (58.2%) said that COVID-19 had the greatest impact on export.
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More than 30% of enterprises in each industry reported that their supply

chains were affected by COVID-19, among which the high-tech industry

accounted for the highest proportion (48.9%).
Table 3-2-1 Main Aspects of Different Industries Affected by COVID-19

Traditional | jon tech indus- | Resource | SOMStrUC
manufacturing . tion indus- | Service industry Others
. try industry
industry try
Export 64.8% |[Export 62.8% Production [Production [Production & op- [Export 58.2%
& operation |& operation |eration 49.3%
59.8% 53.3%
Production & [Supply chain Supply Capital Capital chain Production &
operation 48.9% chain 33.3% |chain 49.3%34.3% operation 42.4%
43.2%
Supply chain  |Production & op- |Workre-  |Work re-  |Supply chain Supply chain
38.9% eration 36.8% sumption  [sumption  |32.4% 36.4%
32.6% 37.3%
Capital chain |Capital chain Domestic  [Supply Export 28.8% Capital chain
27.1% 25.6% sales 31.8% |chain 36.0% 33.3%
Work resump- |Domestic sales Capital Export Work resumption (Work resump-
tion 24.2% 23.3% chain 28.8%(34.7% 27.3% tion 25.2%
Domestic sales |Work resumption |[Export Domestic  |Domestic sales  [Domestic sales
18.9% 22.4% 18.2% sales 22.7% [25.9% 18.9%
After-sales ser- |After-sales ser-  |Others 5.3% |After-sales |After-sales ser-  |After-sales ser-
vices 5.8% vices 5.9% services vices 9.9% vices 5.8%
2.7%
Others 1.4%  |Others 1.1% After-sales |Others 0.0% |Others 2.5% Others 3.7%
services
4.5%

(1) The surveyed enterprises mostly held an optimistic or
merely fair attitude towards the development prospects in the post-
COVID-19 era

5.0% T

g%

mikptimistic
mMerely fair

mlessimistc

Figure 3=1-6 Predictions about Enterprises®
Development Prospects inthe Post-pandemic Era

According to the survey,
the expectations of enterprises
in the post-COVID-19 era were
relatively optimistic, with 53.7%

of enterprises holding a merely

fair attitude, 41.3% of enterprises being optimistic about the development

prospect, and only 5% of enterprises being pessimistic.
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lar, among which, the enterprises of other ownerships took up the highest
proportion (67.1%). 48.2% of state-owned enterprises and 45.5% of Sino-
foreign joint ventures and cooperative enterprises held an "optimistic™ at-
titude, while those holding a "pessimistic" attitude accounted for 2.1% and

2.8%, respectively.
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Figure 3=1-8 Predications of Dilfecent 1od ustoies about the Post= .
ook Dervieprat Puocpacs spects in the post-COVID-19

era, among which, the enterprises in high-tech industry accounted for the
highest proportion (51.6%); the enterprises holding "merely fair" attitude
shared similar proportions or accounted for more than half, among which,
the enterprises of other ownerships took up the highest proportion (58.2%);

less than 10% of enterprises in all industries were "pessimistic".

(1V) Nearly 70% of the surveyed enterprises hoped that the gov-
ernment could increase tax deduction or exemption efforts

In order to minimize the impact of COVID-19, over 60% of the en-

terprises hoped that the government could increase tax deduction or
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Figure 3=1-% Suppotts and Assistances Hoped by Enterprises from the Governme nt

to Fight he Pandenic provide financial support;

over 20% of enterprises hoped the government could help provide logistics
support (29%) and set up an inter-enterprise networking platform (24.2%).
About 10% of the enterprises hoped that the government could provide
regular COVID-19 prevention guidance (12.9%) and quarantine equipment
(9.3%).

(V) More than half of the surveyed enterprises have taken or
may take measures to reduce production scale

60% 56.1% ., Due to COVID-19,
o I s B more than half of the enter-
= lolsconol | Biaes | Ol prises (56.1%) have taken or

Figure 3-1-10 Messures the Enterpeises Have Taken or May Take ln may take measures to reduce

production scale. 27.2%,
20.8%, 17.8% and 13.9% of the enterprises have taken other measures,

layoffs, salary cuts and business suspension, respectively.

1. Over 70% of the Surveyed Enterprises Achieved Revenue Growth

4-2%/‘ 10.7% In 2021, with the gradual eco-
mVery good

12 5% . .

e - nomic recovery, enterprises saw an

mMerely fair

=Poor increase in their revenues, with nearly

BVery poar

\
43.6%

83% of revenues reaching merely fair
or above level (76.9% in 2020), and

nearly 40% (39.3%) of revenues reaching good or above level.

Figure 3-2-1 Corrent Retuen oo Investment of Enterprises
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(1) Nearly 50% of enterprises in the eastern region achieved good
revenues or above

o m . In terms of regions, the en-
60%

40%

terprises with very good revenues

20%
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poH and good revenues in eastern re-
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B Eastem region B{entral re gion BWestern fegion

Figure 3-2-2 Return oo lovestowent of Enterprises in Each Region (42.3%) eXCeeded the national

gion (48.6%) and central region

level (39.3%); the enterprises with good revenues or above in western re-
gion took up the lowest proportion, only 29.8%. The proportions of enter-
prises with merely fair revenues or above in eastern, central and western

regions exceeded 75%, i.e., 90.7%, 85.2% and 75.2% respectively.

(11) Over 50% of the enterprises in high-tech industry had good
return on investment or above

100%

v { %% ?ﬁ B A% b b In terms of industries, the
gﬁ: 4L8% ;lm' 4[?1‘}]5 { ‘ Iml 4|s,wL - H H
0% I B B 1 ] proportion of enterprises with
o L]
0% @‘ = = @ good return on investment or
0% E ' jus} ! = ' o ’ w ! g '

L < g 2 g . .

[ T above in high-tech industry was

£ H - g 2 ]

) : as high as 56%, followed by tra-

Very good Hood Eherely fair  WFoor BVery poor

o ———————— ditional manufacturing industry

(44%) and construction industry (26.7%). Among them, high-tech industry
had the highest proportion of "very good" and "good" revenues (16.5% and
39.5% respectively), and enterprises with (merely fair or above) revenue
growth accounted for the largest proportion (86.2%). Over 50% (54.7%)
of enterprises in construction industry had "merely fair” return on invest-
ment, accounting for the highest proportion. The service industry took up

the highest proportion of "poor"” and "very poor" revenues, i.e., 24.7%.

(111) The proportion of enterprises with revenue growth in-
creased significantly compared with the previous year

58



o _ 0,
30.0% . 44, 0% A3.6% 60%
46% F40%

40.0% -
F20%

The proportion of en-

300% -

o, | terprises with  revenue
200% 1 g -4]4% SRk 12 % - -ﬁo';
100 | o J0T% 2% | | growth (revenue at “merely

6 1%/ 2 3% S A0%
0.0"V bt 6.0% . .
Ve s mnmr ey pos fair” level and above) in-
I 2(20 202 ] Difference .
Figure 3-2-4 Annual Comparison Disgeam of Return on lavestment of Eaterprises C reased fro m 7 6 . 9% I n

2020 to 83% in 2021. The proportion of enterprises with “merely fair” re-
turn on investment was basically the same as that in the previous year. The
proportion of enterprises with revenue at “good” level and above increased
from 32.8% in 2020 to 39.3% in 2021, among which, the proportion of
enterprises with “very good” revenue increased from 6.1% in 2020 to 10.7%
in 2021. The increase in the proportion of enterprises with “good” revenue
was the second largest, at 1.9%. The proportion of enterprises with revenue
at “poor” level and below declined by 6.1%.

In terms of different regions, the proportion of enterprises with “very
good” revenue in the eastern region achieved the highest growth rate, being
13.5%, with an increase of 7.2%; the proportions of enterprises with “good”
revenue in all regions increased, and the growth rate was the most signifi-
cant in the central region, with an increase of 8.5%; the proportions of en-
terprises with “merely fair” revenue in all regions were more than 40%,
being 42.1%, 42.8% and 45.3% respectively. In 2021, the proportions of
enterprises with revenue growth (“merely fair” and above) in the eastern,
central and western regions exceeded those in the previous year, increasing
by 10.9%, 8.9% and 3.7% respectively.
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The revenues of
enterprises in differ-
ent industries were
quite different. The
proportion of enter-

prises with “very

good” revenue in the high-tech industry saw the largest increase (6.4%),

followed by the traditional manufacturing industry (5.5%) and the service

industry (4.9%). The proportion of enterprises with “poor” and “very poor”

revenue in the construction industry saw the smallest increase, being 4.2%.

The proportions of enterprises with positive revenue in other industries and

the traditional manufacturing industry increased significantly by 12.42%

and 8.73% respectively; while the proportion of enterprises with “poor”

and “very poor” revenue in the resource industry increased by 7.36%.
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I11. The Proportion of Enterprises with Continuous Small Range Fluc-

tuation in Revenue Over the Past Five Years was High

24.2% of enterprises have maintained a “continuous growth” in their
revenue over the past five years (the proportion was 23.3% in 2020); 13.4%
of enterprises have reported a “continuous decline” in their revenue over
the past five years (the proportion was 11.7% in 2020). 54.1% of enter-
prises had “small fluctuation” in revenue change over the past five years

and 6.5% of enterprises had “great fluctuation”.

(1) Over 50% of surveyed enterprises had small range fluctuation
IN revenue in various regions over the past five years

20%
10%
0%

regions and over 50% of en-

% rEEE 5.9% 7 Over the past five years,
20%

0% i 523% ﬁm—‘ the return on investment has
0% . . -

0% . fluctuated slightly in various
30% 10.0%

Eastern region Central region

m Comtinuows g Continuows [ Spall fluctuation 11 Great fluchiation  WOhers terprlses have reportEd
growih decline h

Figure 3-3-2 Changiog Treod of Return oo Iovest meat over the Past Five Yeas o

Each Region “small fluctuation” in reve-
nue. The highest proportion lay in the eastern region (56%) and the lowest
proportion lay in the central region (52.3%). The enterprises with “contin-
uous growth” in revenue took up the highest proportion in the central re-
gion (31.3%); the enterprises with “continuous decline” in revenue took up
the highest proportion in the western region (18.4%) and the lowest in the
central region (9.73%); there were few cases of “great fluctuation” in return
on investment, and the proportions of enterprises with “great fluctuation”

in return on investment were less than 10% in all regions.

(1)  Over 40% of surveyed enterprises in the high-tech industry
had continuous growth in revenue over the past five years
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portion in all indus-
tries over the past five years. In the service industry, enterprises with “small
fluctuation” in revenue accounted for 57.3%. Enterprises with “continuous
growth” in revenue in the high-tech industry accounted for the highest pro-
portion (41.6%) while those in the service industry account for the lowest
proportion (15.4%). Enterprises with “continuous decline” in revenue in
the construction industry accounted for the highest proportion (21.3%)
while those in the high-tech industry and traditional manufacturing indus-

try accounted for the lowest proportion (8.6% and 11.7% respectively).

V. Cost Increase and Fierce Market Competition Became Prominent

Issues

Oters [ 5% The most prominent

Heawy tax burden [ 14.9%

Issues during the produc-

Undale policies 15.5%
Lnsuicientfroneil upport | 26 9% tion and operation re-
Fieroe market competition TL R .
A oL ported by enterprises in-

(¥ . X A00%% 000 R4 ([T

cluded fierce market com-

Figure 3=i-1 ksves Encountered during the Production and O peration of
Enterprises

petition and cost increase,
and the attention in percentage to the two issues was 81.8% and 71% re-
spectively. In addition, issues such as insufficient financial support
(26.9%), unstable policies (15.5%) and heavy tax burden (14.9%) were

also prominent.
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From the perspective of different industries, the most prominent issue
encountered during the production and operation in all industries was cost
increase, of which traditional manufacturing industry accounted for the
highest proportion (89.1%); the second prominent issue was fierce market
competition, which was reported by over 60% of enterprises in all indus-
tries, with other industries accounting for the highest proportion (74%).
Except the resource industry, the remaining industries deemed insufficient
financial support as the third prominent issue, with the construction indus-
try accounting for the highest proportion.

Table 3-4-1 Major Issues Encountered during the Production and Operation of Enterprises
in Different Industries

Traditional
manufacturing
industry

High-tech in-
dustry

Resource in-
dustry

Construction
industry

Service indus-
try

Others

Cost increase
89.1%

Cost increase
83.9%

Cost increase
72.5%

Cost increase
80.0%

Cost increase
68.7%

Cost increase
79.9%

Fierce market

Fierce market

Fierce market

Fierce market

Fierce market

Fierce market

competition competition  [competition competition competition competition
73.2% 64.0% 62.6% 69.3% 68.7% 74.0%
Insufficient fi- |Insufficient fi- |Unstable poli- |Insufficient fi- |Insufficient fi- |Insufficient fi-

nancial support
24.5%

nancial support
29.2%

cies 23.7%

nancial support
36.0%

nancial support
26.8%

nancial support
28.7%

Heavy tax bur- [Heavy tax bur- (Insufficient fi- |Unstable poli- |Unstable poli- [Heavy tax bur-

den 16.6% den 17.2% nancial support [cies 18.7% cies 23.7% den 16.2%
22.9%

Unstable poli- |Unstable poli- [Heavy tax bur- [Heavy tax bur- |Heavy tax bur- |Unstable poli-

cies 10.8% cies 14.3% den 19.8% den 18.7% den 12.5% cies 12.0%

Others 5.1% Others 7.0%  |Others 7.6%  |Others 6.7%  |Others 6.6%  |Others 10.9%

V. Utilization of Local Resources and Market Expansion were Major

Reasons for Enterprise Investment

(1) Nearly 50% of surveyed enterprises considered utilization of
local resources as the principal reason for investment
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47.8% of
enterprises con-
sidered utiliza-
tion of local re-
sources as the

principal reason

for their investment and second to it were the establishment of production

base (41.1%) and market expansion (40.7%). Over 30% of enterprises con-

sidered reduction of production costs and enjoyment of favorable policies

as investment factors— the percentages were 36.1% and 34.3% respectively.

Supporting industries and exploration of strategic cooperation were also

taken into consideration for enterprise investment.

[
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indusiry industry
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Fipure 3-5-2 Major Factors for Local Dvestment in Different Industries

From the perspective of industries, the primary factor when enter-

prises invest in traditional manufacturing and high-tech industries was the

establishment of production base, accounting for 54.4% and 58.2% respec-

tively; the primary factor when enterprises invest in the resources and ser-

vice industries was market expansion, accounting for 65.9% and 55.3%

respectively; the primary factor when enterprises invest in the construction
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and other industries was the utilization of local resources, accounting for
50% and 51.9% respectively.

(1)  The investment of surveyed enterprises relied on their own
investigation and local governments’ implementation of measures to
attract investment

Decision made afler own investigation 54 6%

Local governmental policies to altract investment

Investment in new projects on the basis of the existing
projects

Driven by counterparts or related industries

Third-party recommendation

Others 4.4%

0% 10% 20% 30% 40% 50% 60%

Figure 3-5-3 Approaches through Which Enterprises Make Local Investment

Over 50% (54.6%) of enterprises made their decisions on local invest-
ment through their own investigation, and nearly 40% (39.3%) of enter-
prises made investment as attracted by local governmental policies. The
percentages of investment in new projects on the basis of the existing pro-
jects and investment driven by counterparts or related industries were 29.8%
and 25.6% respectively. The percentages of investment through third-party
recommendation and miscellaneous approaches were at a low level, being

11.8% and 4.4% respectively.

V1.Surveyed Enterprises Expected Government to Further Optimize

Business Environment

(1) Policy and government administration environment was of
great concern among surveyed enterprises

According to the investigation, most of enterprises (53.4%) hoped the
government to continuously improve the policy and government admin-

istration environment, 38% of them hoped the government to improve the
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infrastructure environment, 30.3% of them hoped the government to im-
prove the human resources environment, and 24.4% of them hoped the

government to improve the financial service environment.
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Port services
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Figure 3=6=1 What Business Emdroo ment Shoold Government Further Improve in Enterprises® O pindon

(1) Surveyed enterprises had high requirements for the construc-
tion of regional industry chain

According to the survey results, 74.7% of enterprises hoped local gov-
ernments to focus on attracting upstream and downstream supporting en-
terprises; 56.2% of enterprises hoped local governments to attract enter-
prises engaging in trade logistics; 24% and 18.8% of enterprises hoped lo-
cal governments to attract enterprises engaging in financial services includ-
ing leasing and guarantees and enterprises engaging in legal consultancy

service respectively.

Upstream and downanean supponing entenprisess

Enterprises engaging in irade logistics

Enterprises engaging in financial services auch as
lezsing and gusrantess

Enterprises engasing in legal eonsuhancy serviee

(rihers
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Figure 3262 Types of Enterprises to be Atteacted Especially by Local Governments
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(11) Surveyed Enterprises Hoped the CCPIT to make a special
effort to improve information platform construction

62.6% of enterprises hoped the CCPIT to establish an improved in-
formation platform and 45.7% of enterprises hoped the CCPIT to enable
connection with investment projects. Additionally, 41.1%, 37.2%, 29.9%
and 20.5% of enterprises requested respectively for business training, study
tours at home and abroad, exhibition forums and legal services for com-
mercial affairs.

Lpsineam and downatnean Suppoting enterprises T
Enterprises engasing in trade logistics 36.2%
Enterprises enpaging in finaneial services ach as
lemsing and guaraniees
Enterprises engasing in legal consuliancy servioe
(rhers 5.0M
EHI-G Iﬂ:% 20'% Bﬂl% dﬂ"% 50 alfs TRa EHIK-
Figure 3-6-2 Types of Enterprises to be Attracted Especially by Local Governments
VIl. Growth of Consumption and Middle-class Expansion Were the
Most Important Business Opportunity in China
Growih of consumpion and middle-class expansion in China 30 R%
Drigital technolegy, including e-comme ree and [nemet 304%
Further market opening 295%
Ineteasing demands for fore ign brands and high-qual ity products 22 5%
0‘;{- 5;{- Iﬂ‘% l!l% zt;% 25I% Jﬂ:% 3_‘;%
Figure 3=7-1 Most Important Busiess O ppoctonity in China

30.8% of enterprises believed that the “growth of consumption and
middle-class expansion in China” should currently be the most important
business opportunity in China, followed by “digital technology, including
e-commerce and Internet” and “further market opening”, accounting for
30.4% and 29.6% respectively; 22.5% of enterprises thought that the most
Important business opportunity is “increasing demands for foreign brands

and high-quality products”.
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VIIl. Over 50% of Foreign-funded Enterprises Preferred China in

Their Global Investment Plans

Over 50% (51.1%) of foreign-

funded enterprises preferred China in

BFrimary invesment destiination

lﬂn.e_:;?{l.::uw THEj0r invedment . .
their global investment plans; 25.1%

Bne of many nvestment destinations

of foreign-funded enterprises thought

mNot a priogity

8.1%

that China is not a priority in their

Figure 3-8.1 Importanee of China in the Recent Global nvestment Flans
of Foreign-funded Enterpases

global investment plans; 15.7% of for-
eign-funded enterprises thought that China is one of many investment des-
tinations; 8.1% of foreign-funded enterprises thought that China is one of

the three major investment destinations.

69



Chapter IV China’s Achievements in Busi-

ness Environment Construction

From 2020 to 2021, governments at all levels in China intensively
introduced policies to improve the business environment, continued deep-
ening the reforms to streamline administration, delegate power, improve
regulation and upgrade services, open wider to the outside world, and ac-
tively created a marketization legalization and internationalization busi-
ness environment. The business environment in China continuously
reached new heights. According to the results of the 2021 China Business
Environment Survey Questionnaire of the CCPIT, in 2021,the total score
of China business environment was 4.38, with an increase of 0.03 over
2020.

I. Effective Regulation Provided Guarantee for Streamlining Admin-

istration and Delegating Power

According to the results of the 2021 China Business Environment Sur-
vey Questionnaire of the CCPIT, in 2021, the enterprises’ evaluation score
on policies and government affairs was 4.45, an increase of 0.02 over 2020.
Among them, the evaluation score on official integrity reached an excellent
level of 4.52. The evaluation score on government service efficiency (4.46)

followed closely behind and achieved a high evaluation.

(1) The reforms to streamline administration, delegate power, im-
prove regulation and upgrade services was deepened
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The reforms to streamline administration, delegate power, improve
regulation and upgrade services focus on fostering market entities and
stimulating market vitality and social creativity. Since the official imple-
mentation of the Regulation on Improving Business Environment on Janu-
ary 1, 2020, a series of policies and regulations have been promulgated and
implemented in areas such as canceling the delegation of administrative
licensing items, protecting market entities, improving the market environ-
ment, providing government affairs services, supervising law enforcement,
and guaranteeing the rule of law. In September 2020, the Approval Reform
Office of the State Council promulgated a new batch of administrative li-
censing items for which the delegation was cancelled. Since the 18" Na-
tional Congress of the Communist Party of China, the State Council has
cancelled the delegation of 1094 administrative licensing items in 16
batches. Among them, the reduction of administrative licensing items im-
plemented by the State Council has reached 47%. In 2021, the Report on
the Work of the Government(2022) put forward “taking effective regulation
as a necessary guarantee for streamlining administration and delegating
power” for the first time. The new wording of “effective regulation” shows
China’s resolution to further streamline administration, delegate power and
optimize business environment.

On June 2, 2021, Premier Li Kegiang delivered an important speech
at a teleconference to foster and stimulate the vitality of market entities,
and deployed the continuous and integrated promotion of the reforms to
streamline administration, delegate power, improve regulation and upgrade
services, with the purpose of creating a marketization legalization interna-
tionalization business environment. On July 20, 2021,the State Council on
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Printing and Issuing the Plan of Work Division for Key Tasks of the Na-
tional Teleconference for Deepening Reforms to “Streamline Administra-
tion, Delegate Powers, Improve Regulation and Strengthen Services” and
Striving to Foster and Stimulate the Vitality of Market Players was pub-
lished. The first was to directly face up to the needs of market entities;
innovate to implement the macroeconomic policies and deepen reforms to
streamline administration, delegate power, improve regulation and upgrade
services, including the fulfililment of the normalized direct fiscal fund
mechanism and direct monetary policy tools; increase the supply of infra-
structure and improve the quality and level of services; ensure basic living
standards, with the focus on strengthening compulsory education, basic
medical care, basic housing, etc. The second is to focus on creating a mar-
ketization business environment, including continuing the deepening of the
administrative approval system reform; strengthen the dominant role of en-
terprise innovation, focusing on the use of inclusive policies such as tax
Incentives to encourage enterprise R&D innovation; effectively maintain a
fair and competitive market order; insist on the integration of “delegation”
and “regulation”, and take effective regulation as a necessary guarantee for
streamlining administration and delegating power. The third is to focus on
creating a legalization business environment, including establishing and
improving the legal system for business environment, and promoting the
further implementation of the Regulation on Optimizing Business Environ-
ment; protect the property rights and legitimate rights and interests of var-
ious market entities in accordance with the law; strictly specify the fair and

civilized law enforcement, eliminating arbitrary charges, arbitrary fines
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and arbitrary apportionment from the source, and cancelling all fines vio-
lating the statutory authorities and procedures. The fourth is to focus on
creating an international business environment, including strengthening
the connection with the relevant international rules, fully implementing the
foreign investment law and related supporting regulations, and improving
the pre-establishment national treatment and negative list management sys-
tem for foreign investment; further optimize the foreign trade development
environment, continue promoting the reduction of business costs of foreign
trade enterprises, standardize port charges, deepen the construction of a
“single window” in international trade, and promote the smooth flow of
international logistics. The fifth is to further enhance the sense of respon-
sibility, overcome difficulties, and promote the implementation of reform
measures, including strengthening the reform responsibility, strengthening
the overall reform planning, and continuing promoting the reforms to
streamline administration, delegate power, improve regulation and upgrade
services; standardize business environment evaluation, etc.

On July 20, 2021, the General Office of the State Council issued the
Circular of the General Office of the State Council on Printing and Issuing
the Plan of Work Division for Key Tasks of the National Teleconference
for Deepening Reforms to “Streamline Administration, Delegate Powers,
Improve Regulation and Strengthen Services” and Striving to Foster and
Stimulate the Vitality of Market Players , with the purpose of continuous
and integrated promotion of the reforms and creation of a marketization

legalization internationalization business environment.

(I1) “Internet + Regulation” achieved preliminary success
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The nationwide integrated online regulatory system has been initially
established, with continuously improved interim and post regulation effec-
tiveness. The construction of the national “Internet + Regulation” system
was developed in depth, achieving interconnection with the “Internet +
Regulation” system in 31 provinces (autonomous regions and municipali-
ties), Xinjiang Production and Construction Corps and relevant depart-
ments of the State Council. By the end of 2020, it has been accessed to 451
regulatory applications in various departments of different regions, col-
lected 2.1 billion pieces of regulatory business data, released more than
20,000 pieces of regulatory dynamics, and owned more than 2 million reg-
istered users. The construction of key regulatory application systems has
been continuously deepened, and the application of business systems such
as risk warning, credit regulatory evaluation and comprehensive regulatory
analysis has achieved initial results. In 2020, 410 million pieces of classi-
fied enterprise credit data and risk warning clues have been pushed to local
and relevant departments, providing strong support for interim and post
regulation. The application of the national enterprise credit information
publicity system has achieved remarkable results, with the average daily
visits of more than 100 million person-times in 2020, supporting the initial
formation of a new regulatory mechanism based on credit regulation. The
12315 platform has been continuously optimized and improved. In 2020,
the platform visits totaled 72.47 million person-times, 17.751 million con-
sumer complaints were received, and economic losses of RMB 3.157 bil-
lion were saved for consumers.

The influence of the State Council’s “Internet + Supervision” plat-
form and mini-program has kept increasing. It has built a direct channel of
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social conditions and public opinions for the enterprises, broadened the
sources of supervision clues, optimized the supervision methods, improved
the supervision effectiveness, promoted the resolution of difficulties and
pain points, and ensured that major policies and measures of the CPC Cen-
tral Committee and the State Council can be implemented and effective.
The platform was interconnected with various regions and relevant depart-
ments to provide support and guarantee for the entire process, including
timely and efficient reception, sorting, transfer, handling, feedback, analy-
sis and statistics of problem clues. As of the end of 2020, the total number
of messages received on the platform has exceeded 10 million and the num-
ber of visits has exceeded 81 million. The Supervision Office of the Gen-
eral Office of the State Council transferred more than 100,000 problem
clues for local and departmental inspections, directly dispatched personnel
for more than 120 inspections, publicly released more than 150 supervision
notices, and exposed more than 300 problems found in supervisions, caus-
ing widespread concern and strong response, effectively playing a warning
role, and magnifying the supervision effect. With the deepening of the re-
forms to streamline administration, delegate power, improve regulation
and upgrade services, the digital business environment has been continu-
ously optimized, which promoted the continuous improvement of eco-

nomic innovation capabilities and competitiveness.
I1. Legalization Business Environment Improved Continuously

According to the results of the 2021 China Business Environment Sur-

vey Questionnaire of the CCPIT, the surveyed enterprises generally gave a
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high evaluation on the rule of law, with an average score of 4.51. The eval-
uation result was rated “excellent” and ranked 2" out of 12 first-level in-
dexes. Among them, two second-level indexes, government administration
according to law and legal supervision, both had the highest scores of 4.53.

In 2020, the Supreme People’s Court accepted 39,347 cases, con-
cluded 35,773 cases, formulated 28 judicial interpretations, issued 17 guid-
ing cases, and strengthened the supervision and guidance for the judicial
work of courts across the country; local people’s courts at all levels and
special people’s courts accepted 30.805 million cases and concluded and
executed 28.705 million cases, and the amount of closed cases was RMB
7.1 trillion.

(I) The construction of laws and regulations in business environ-
ment was further promoted

1. Detailed regulations on the business environment was intro-
duced successively.

The Regulation on Optimizing Business Environment has been prom-
ulgated throughout China, establishing the basic norms for the key links in
the reforms to streamline administration, delegate power, improve regula-
tion and upgrade services. In terms of regulation, the “random selection of
inspection objects and inspectors and public release of inspection results”
and “Internet + Regulation” have gradually become the basic methods and
means of market regulation, and the exploration of inclusive and prudential
market regulation has achieved results. The revision of the Anti-Unfair
Competition Law has been completed, and the vitality and development

resilience of market entities have been continuously enhanced.
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2. The system of cybersecurity laws and regulations was initially
established.

In response to the new situation of the current business environment,
the Cybersecurity Law, E-Commerce Law, Measures for Cybersecurity Re-
view and other cybersecurity laws and regulations have been promulgated
and implemented, effectively maintaining the national security, social pub-
lic interests and consumer rights; the protection of data security has been
strengthened, and public opinions have been solicited for the Personal In-
formation Protection Law (Draft) and Data Security Law (Draft); the order
of competition in the digital market has been gradually standardized, se-
verely cracking down on cybercrimes, and making the cyberspace clearer.

3. The intellectual property protection system was continuously
improved.

On October 17, 2020, the 22" Session of the Standing Committee of
the 13" National People’s Congress passed the Decision on Amending the
Patent Law of the People's Republic of China, which came into force on
June 1, 2021. On December 26, 2020, the 24" Session of the Standing
Committee of the 13" National People’s Congress passed the Amendment
(XI) to the Criminal Law of the People's Republic of China, which came
into force on March 1, 2021. The Amendment revised such crimes as in-
tellectual property infringement crimes, among which the maximum sen-
tence for crimes involving intellectual property rights was raised to 10
years; in the provisions on the crime of counterfeiting registered trade-
marks, the protection of “service trademarks” was added; in addition, the

Amendment has supplemented the types of criminal acts that infringe on
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trade secrets, adding a new “crime of commercial espionage”. The Su-
preme People’s Court has issued 10 judicial interpretations and normative
documents including the evidence in civil litigation of intellectual property
rights to further facilitate the parties to present evidence, shorten the litiga-
tion cycle, reduce the cost of rights protection, and increase the amount of
compensation, and the amount of compensation awarded in intellectual
property cases increased by 79.3% year-on-year. A legal environment that
encourages independent innovation and promotes scientific and technolog-
ical progress has gradually taken shape.

On May 10, 2021, the China National Intellectual Property Admin-
istration issued the Notice on Deepening the Reforms to Streamline Admin-
istration, Delegate Power, Improve Regulation and Upgrade Services in
the Intellectual Property Field and Optimizing the Innovation Environment
and Business Environment (GZFFZ [2021] No. 10). The Notice proposed
that by the end of 2021, the examination period for high-value patent ap-
plications would be reduced to 13.8 months, the basic data of intellectual
property rights would be fully opened, the high-quality development ori-
entation would be emphasized, and the transformation of intellectual prop-

erty work from pursuing quantity to improving quality would be promoted.
(11) Intellectual property protection has been strengthened
All relevant departments have performed their duties in accordance
with the law to increase the intensity of intellectual property protection,

promote the governance in key areas, and strengthen the normalized judi-

cial protection.
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First, the conclusion rate of intellectual property cases has in-
creased significantly. In 2020, the local people’s courts across China re-
ceived a total of 443,300 IP civil cases of first instance, and concluded
442,700 cases, an increase of 11.10% and 12.22% respectively year-on-
year. Among them, 28,500 new patent cases were received, an increase of
28.09% year-on-year; 78,200 trademark cases were received, an increase
of 19.86% year-on-year; 313,500 copyright cases were received, an in-
crease of 6.97% year-on-year. The local people’s courts across China re-
ceived a total of 43,000 new IP civil cases of second instance, and con-
cluded 43,500 cases, a decrease of 13.54% and 10.67% respectively year-
on-year. In 2020, the local people’s courts across China received a total of
18,500 new IP administrative cases of first instance, and concluded 17,900
cases, an increase of 14.44% and 0.02% respectively year-on-year. The lo-
cal people’s courts across China received a total of 6,092 new IP adminis-
trative cases of second instance, and concluded 6,183 cases. Among the
concluded cases, the original judgments were affirmed in 4,828 cases, the
original sentence was changed in 1,214 cases, 2 cases were remanded for
retrial, 114 cases were withdrawn, and 4 cases were dismissed. In 2020,
the local people’s courts across China received 5,544 new cases of in-
fringement on intellectual property rights of first instance, and concluded
5,520 cases, an increase of 5.76% and 8.77% respectively year-on-year.
The local people’s courts across China received 869 new cases involving
intellectual property rights of second instance, and concluded 854 cases,
an increase of 7.55% and 5.82% respectively year-on-year.

Second, the high-pressure crackdown on criminal crimes of intel-

lectual property rights was unprecedented. The “Kunlun 2020 special

79



action was conducted, focusing on combating the intellectual property in-
fringement crimes. In 2020, the public security organs across China de-
tected more than 21,000 criminal cases of infringement on intellectual
property rights and production and sale of counterfeit goods, and arrested
more than 32,000 suspects, with a total value of more than RMB 18 billion.
They carried out more than 41,000 law enforcement actions against the
physical market, and more than 260 activities to destroy infringing and
counterfeit goods. The Ten Measures for Cracking Down on Crimes in
Food and Drug Environment and Intellectual Property Field According to
Law to Ensure Resumption of Work and Production During COVID-19
Prevention and Control Period was introduced to help enterprises resume
work and production during COVID-19 of novel coronavirus-infected
pneumonia. Domestic and foreign enterprises have been criminally pro-
tected in accordance with the same standards and requirements, and a num-
ber of criminal cases involving foreign brands were detected. More than 70
domestic and foreign enterprises expressed their gratitude and greater con-

fidence in the healthy development of the Chinese market.
(111) The role of justice in promoting development, stabilizing ex-

pectations, and guaranteeing people’s livelihood was obvious

In 2020, the Supreme People’s Court gave full play to the role of jus-
tice in promoting development, stabilizing expectations, and guaranteeing
people’s livelihood. It timely issued four opinions on the trial of pandemic-
related civil and commercial cases, foreign-related commercial and mari-
time cases, enforcement cases, etc., and guided courts at all levels to

properly respond to litigation issues caused by COVID-19 and accurately
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serve the “stabilization of employment, financial sector, foreign trade, for-
eign investment, investment, and expectations” and “guarantee of employ-
ment, basic livelihood, market entities, food and energy security, industrial
and supply chains stability, and community-level operations”. The prop-
erty preservation measures were urgently changed for 1,386 anti-COVID-
19 material production enterprises to support the expansion of production
for COVID-19 fighting. The Qingdao Court organized and completed the
hearing within 4 hours and ruled that the funds were unfrozen, allowing
the indicted ventilator enterprise to quickly resume operation. The courts
in Suzhou, Weihai, Xinxiang, etc. urgently allowed enterprises in bank-
ruptcy to resume production to ensure the supply of medical products in
shortage. In response to the difficulty in performing contracts due to
COVID-19, force majeure and other rules were accurately applied in ac-
cordance with the law, and 43,000 cases related to contract breaches, en-
terprise debts, housing leases, etc. were properly handled. Courts in Beijing,
Shanghai, Guizhou, Yunnan, Xinjiang, etc. implemented policies to benefit
enterprises and people and strengthened the coordination between govern-
ment and courts, making every endeavor to help enterprises, especially the
micro, small and medium-sized enterprises, overcome difficulties, and pro-
tect and stimulate the vitality of market entities. Courts at all levels sus-
pended the enforcement measures against 25,000 enterprises, and adopted
measures such as “flexible seizure” in 181,000 civil and commercial cases,
releasing RMB 163.1 billion of funds, 8.69 million mu of land, and 32.71
million square meters of plants for enterprises, and helping 36,000 enter-

prises resume work and production. The courts resolutely required correc-
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tion of employment discrimination related to COVID-19, strictly prohib-
ited illegal termination of labor relations only on the grounds that workers
had been infected with COVID-19 or came from areas with severe pan-
demic, and supported and regulated flexible employment such as employee
sharing and online odd jobs in accordance with the law, so that the people
could get legal protection for employment amid COVID-19. The judicial
protection of property rights was strengthened, and 34 misjudged criminal
cases involving property rights and 56 persons were corrected in accord-

ance with the law.
I11.Tax and Fee Reduction Measures Have Produced Notable Results

The Paying Taxes 2020 issued by the World Bank states that the
World Bank has positively evaluated the effects of “tax and fee reduction”
measures implemented by China in recent years. China’s “total tax and
contribution rate” have been significantly reduced, and the overall perfor-
mance has been steadily improved.

According to the results of the 2021 China Business Environment Sur-
vey Questionnaire of the CCPIT, in 2021, the enterprises’ evaluation on
fiscal and tax services ranked first among the 12 first-level indexes, with
an average evaluation score of 4.52, being excellent. The total contribution
rate (percentage of contributions to total profits) dropped from 21.96% in
2020 to 15.46% in 2021; the total tax rate dropped from 34.15% in 2020 to
24.84% in 2021.

(1) The tax and fee reduction policies was improved
In order to encourage enterprise innovation and promote industrial

upgrading, the executive meeting of the State Council on March 24, 2021
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deployed and implemented policies such as increasing the percentage of
weighted deductions for R&D expenses of manufacturing enterprises. In
order to implement the measures to support enterprise innovation in the
Report on the Work of the Government, the meeting decided that, starting
from January 1, 2021, the percentage of weighted deductions for R&D ex-
penses of manufacturing enterprises would be increased from 75% to 100%,
equivalent to that for every RMB 1 million invested in R&D, RMB 2 mil-
lion could be deducted from the taxable income. The second decision was
to reform the settlement for the weighted deductions for R&D expenses,
allowing enterprises to choose to enjoy the weighted deductions semian-
nually. The mode of deducting R&D expenses in the first half of the year
during the final settlement and payment of enterprise income taxes in the
next year was changed to the mode of deducting R&D expenses during the
prepayment in October of the year. Therefore, the enterprises can be bene-
fited as soon as possible.

The executive meeting of the State Council on March 31, 2021 deter-
mined the preferential tax policies to further support small and micro en-
terprises, individual industrial and commercial households and advanced
manufacturing enterprises. The meeting determined that: First, increase the
income tax preferential policies for small and micro enterprises and include
individual industrial and commercial households in the scope of preferen-
tial policies. From January 1, 2021 to the end of 2022, for the annual taxa-
ble income of small and micro enterprises and individual industrial and
commercial households less than RMB 1 million, on the basis of current
preferential policies, the income tax would be halved to further reduce the

actual tax burden. Second, from April 1, 2021 to the end of 2022, increase
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the value-added tax threshold for small-scale taxpayers such as small and
micro enterprises and individual industrial and commercial households
from monthly sales of RMB 100,000 to RMB 150,000. Third, starting from
April 1, 2021, include manufacturing enterprises, such as transportation
equipment, electrical machinery, instrumentation, medicine, and chemical
fiber, in the scope of the policy of refund of excess VAT paid for the ad-
vanced manufacturing enterprises, and monthly refund the incremental ex-
cess VAT paid in full amount. At the same time, it was also determined to
continue the institutional tax cut policies, including value-added tax rate
lowering, value-added tax refund, personal income tax deductions, and
special additional deductions; classify and adjust the phased policies intro-
duced during COVID-19, extend the implementation period of policies
such as the reduction of value-added tax for small-scale taxpayers, and
maintain the necessary support for economic recovery; continue the fee
reduction measures and gradual reduction of unemployment insurance and
employment injury insurance premium rates, cancel the port construction
fees, lower the collection standard of airline civil aviation development
funds, and intensify the rectification of various illegal corporate fees. A

number of tax and fee reduction measures were adopted.

(11) The scale of tax and fee reduction was huge

During the “13™ Five-Year Plan” period, China’s cumulative tax and
fee reduction exceeded RMB 7.6 trillion, of which tax reduction was RMB
4.7 trillion and fee reduction was RMB 2.9 trillion. Especially in 2020, in
response to the sudden outbreak of COVID-19, facing the severe and com-

plex situation and difficulties in financial revenue and expenditure, 7
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batches of 28 tax and fee reduction policies were issued and implemented,
and the tax and fee reduction amounted to an additional RMB 2.6 trillion
throughout the year, which strongly supported the market entities to re-
sume work and production, assisted the development of enterprises in relief,
and promoted the sustained and stable recovery of China’s economy. The
ratio of tax revenue to GDP in China is the lowest among the major econ-
omies in the world, and the ratio has been declining year by year. Through
a number of tax and fee reduction measures, it was expected that the burden
of the whole society would be reduced by more than RMB 700 billion in
2021.

IV.Trade and Investment Facilitation Has Been Enhanced Signifi-

cantly

(1) The market access negative list system was implemented com-
prehensively

Since the official release of the market access negative list system in
December 2018, in accordance with the principle of “annual revision”,
three versions of the market access negative list have been released. Com-
pared with the 2018 list, the number of items in the 2020 list was decreased
from 151 to 123, with the reduction ratio reaching 18%. The “one list for
the whole country” management model was fully established, a number of
hidden barriers hindering the fair access of market entities were cleared,
the list system was continuously improved, and the investment liberaliza-

tion and facilitation was significantly enhanced.

(I1) Free trade agreements with multiple countries were signed
and entered into force
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The first free trade agreement with an African country was signed.
On January 1, 2021, the Free Trade Agreement between the Government
of the People’s Republic of China and the Government of the Republic of
Mauritius officially came into effect. In the field of trade in goods, the pro-
portions of product tax items for which China and Mauritius finally
achieved zero tariffs reached 96.3% and 94.2% respectively. In the field of
trade in services, the two sides promised to open more than 100 sub-sectors.
In addition, the two sides reached agreement in many areas, such as eco-
nomic and technical cooperation, rules of origin, trade remedies, and tech-
nical trade barriers.

The tariff reduction arrangements were implemented with Mon-
golia. On January 1, 2021, China and Mongolia mutually implemented the
tariff reduction arrangements under the Asia-Pacific Trade Agreement.
Mongolia reduced tariffs on 366 tax items, mainly involving aquatic prod-
ucts, vegetables and fruits, animal and vegetable oils, mineral products,
wood, cotton yarn, chemical fiber, mechanical products, transportation
equipment, etc. The average tax cut was 24.2%. In addition, China’s tariff
reduction arrangements under the Asia-Pacific Trade Agreement were ap-
plicable to Mongolia.

The free trade agreement with New Zealand was upgraded. On
January 26, 2021, China and New Zealand officially signed the Protocol
between the Government of the People’s Republic of China and the Gov-
ernment of New Zealand on Upgrading the Free Trade Agreement between
the Government of the People’s Republic of China and the Government of

New Zealand, to further optimize the rules of origin, technical trade barri-
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ers, customs facilitation and other trade rules. In the field of trade in ser-
vices, on the basis of RCEP, China further expanded the opening up in
terms of aviation, education, finance, elderly care, and passenger transpor-
tation to New Zealand. In the arrangement of work permits for special types
of work, New Zealand doubled the quota for new employment of Chinese
teachers and Chinese tour guides for which a large number of Chinese cit-
izens apply, to 300 and 200 respectively. In the field of investment, New
Zealand relaxed the review threshold for Chinese investment and con-
firmed that it would grant Chinese investment the same review threshold
as members of the Comprehensive and Progressive Agreement for Trans-
Pacific Partnership (CPTPP).

RCEP was co-signed with 14 countries. On November 15, 2020, the
Regional Comprehensive Economic Partnership (RCEP) among China,
ten ASEAN members, Japan, South Korea, Australia and New Zealand
was officially signed, indicating that the free trade zone with the world’s
largest population (about half of the world’s total population), the largest
economic and trade scale (about one-third of the global GDP) and the
greatest development potential (about one-third of the global trade volume)
officially set sail. According to the agreement, RCEP members will mutu-
ally implement tariff reduction, open market access, remove trade barriers,
simplify customs clearance procedures, etc. to promote trade and invest-
ment facilitation, and will further reduce regional trade and investment
costs, which will play a positive role in promoting the growth of trade and
investment among regional countries. According to the RCEP require-
ments, after 6 ASEAN member states and 3 non-ASEAN member states
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approve the agreement, the agreement would be mutually effective among
the approving countries.

The pilot program of retail import in cross-border e-commerce
was further expanded. On January 17, 2020, six ministries and commis-
sions including the Ministry of Commerce, the National Development and
Reform Commission, the Ministry of Finance, the General Administration
of Customs, the State Taxation Administration, and the State Administra-
tion for Market Regulation jointly issued the Notice on Expanding the Pilot
Program of Retail Import in Cross-border E-commerce to expand the
scope of the pilot program for retail import in cross-border e-commerce. In
April 2020, the State Council decided to set up 46 comprehensive pilot
zones on the basis of 59 cross-border e-commerce comprehensive pilot
zones in the country, and expand the pilot program of retail import in cross-
border e-commerce to 86 cities and the whole island of Hainan, covering
31 provinces, autonomous regions, and municipalities directly under the
Central Government. As of September 2021, the number of cities with
cross-border e-commerce comprehensive pilot zones has reached 105.
Since 2020, the General Administration of Customs has comprehensively
promoted the supervision measures for return of cross-border e-commerce
export goods, and fully supported the cross-border e-commerce export en-
terprises to “sell in the world”.

Other free trade agreements. China and the EU completed negotia-
tions on the EU-China Comprehensive Agreement on Investment on De-
cember 30, 2020, and the agreement was then temporarily frozen by the
European Parliament. China, Japan and South Korea jointly promoted the

negotiations on the China-Japan-South Korea Free Trade Area and actively

88



advanced the development of regional economic integration in East Asia.
China was actively considering joining the CPTPP to strengthen interna-
tional connection in terms of new economic and trade rules, such as com-
petitive neutrality, cross-border data flow, cross-border delivery of digital
service trade, government procurement, intellectual property protection,

investment disputes, and collective wage negotiations.

(111) Remarkable achievements were made in the construction of
pilot free trade zones

The construction of pilot free trade zones is an important strategic
measure to promote reform and opening-up in the new era. Great achieve-
ments have been made so far.

First, the regional layout of the pilot free trade zones has been
increasingly optimized. The 21 pilot free trade zones have covered all ar-
eas in the eastern, central and western regions of China. In addition, the
Shanghai Lin-gang New Area has been added to expand the scope of the
Zhejiang Pilot Free Trade Zone. In June 2020, the Master Plan for the
Construction of Hainan Free Trade Port was officially released, aiming at
gradually exploring and steadily advancing the construction of a free trade
port with Chinese characteristics. At present, Hainan’s business environ-
ment has been effectively improved with obvious level of internationaliza-
tion, and many market entities have been gathered, laying a solid founda-
tion for the construction of a free trade port.

Second, greater reform autonomy has been granted to the pilot
free trade zones. 23 master plans have been issued successively, detailing

more than 2,800 pilot reform tasks.During the “13" Five-Year Plan” period,
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the pilot free trade zones have explored and formed 173 institutional inno-
vations and replicated and promoted them nationwide, reaching a total of
260.

Third, the high-level opening-up has been developing in depth.
The special management measures for the negative list of foreign invest-
ment access in the pilot free trade zones have been reduced from 190 items
initially to 122 items at the beginning of the “13'" Five-Year Plan” period
and then to 30 items by 2020. The first negative list of foreign investment
access in Hainan Free Trade Port only had 27 items.

Fourth, a number of major projects have settled in the pilot free
trade zones. As of the end of August 2021, the Jiangsu Pilot Free Trade
Zone, with one-thousandth of the province’s land area, has gathered 9% of
high-tech enterprises, contributing approximately 6% of newly established
enterprises, approximately 10% of foreign capital actually used, and ap-
proximately 13% of import and export volume, and playing an important
role as an engine for the province’s high-quality development. The Yunnan
Pilot Free Trade Zone has signed 156 projects and successfully introduced
major industrial projects such as GLP Industrial Park, Henan Bonded
Cross-border E-commerce, and Huawei Smart Park, with a total invest-
ment of RMB 66 billion. 72 projects have been commenced, with a total
investment of RMB 52.5 billion. In the Shanghai Pilot Free Trade Zone,
the headquarters economy has developed significantly, and the financial
industry has developed rapidly; in the Tianjin Pilot Free Trade Zone, the
financial leasing industry has been developing rapidly; in the Zhejiang Pi-

lot Free Trade Zone, the entire oil and gas industry chain has been growing
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rapidly; in the Fujian Pilot Free Trade Zone, aviation maintenance has be-
come a typical development industry; in the Guangxi Pilot Free Trade Zone,
relying on the Nanning core base of the China-ASEAN Information Harbor,
the construction of a number of digital economy projects has been acceler-
ating, and Huawel, Inspur, Tencent, iFlytek, Digital Fintech, Alibaba
Cloud Computing, 360 Security, QI-ANXIN and other industrial leading
enterprises have settled in; in the Qingdao area of the Shandong Pilot Free
Trade Zone, 48 representative key industrial projects with a total invest-
ment of RMB 50.3 billion have been signed, covering such five leading
industries as modern marine, international trade, shipping logistics, mod-

ern finance and advanced manufacturing.

(1V) The business environment at customs was impoved contin-
uously

On July 21, 2021, the executive meeting of the State Council made
arrangements for further deepening the reform of cross-border trade facil-
itation and optimizing the port business environment, and put forward new
requirements. In order to implement the spirit of the meeting, 27 specific
measures in 5 aspects were introduced by various departments of the Gen-
eral Administration of Customs, not only helping the acceleration of cross-
border trade, but also injecting momentum into the creation of new ad-
vantages in opening-up.

Regulatory certificates for import and export processes have been
simplified. In 2021, the regulatory certificates that need to be verified in
the import and export processes have been reduced from 86 in 2018 to 41,

a decrease of 52.3%. Among the 41 types of regulatory certificates, except
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3 types that cannot be accessed to the Internet for special reasons, the re-
maining 38 types can all be applied for and processed online.

The level of informatization and intellectualization of port cus-
toms clearance has been greatly improved. The “single window” func-
tion in international trade has been actively expanded. At present, the in-
terfacing and information sharing between the “single window” and 25 de-
partments have been realized, serving all ports and various regions in China,
and basically satisfying the enterprise needs for “one-stop” business han-
dling. At the same time, the “single window” has cooperated with the fi-
nancial and insurance institutions to effectively solve the financing diffi-
culties and high financing costs of micro, small and medium-sized foreign
trade enterprises, benefiting more than 200,000 enterprises.

The time for customs clearance of imported and exported goods
has been greatly reduced. In June 2021, the overall time for customs
clearance of imports and exports across China was 36.68 hours and 1.83
hours respectively, a reduction of 62.34% and 85.15% respectively from
2017.

According to the results of the 2021 China Business Environment Sur-
vey Questionnaire of the CCPIT, the customs service ranked second among
the 12 indexes, with an excellent score of 4.51. The evaluation on the three
second-level indexes, goods clearance, inspection and quarantine, and per-

sonnel entry and exit, has improved compared with that in 2020.

V. Infrastructure Environment Has Been Optimized Continuously
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According to the results of the 2021 China Business Environment Sur-
vey Questionnaire of the CCPIT, in 2021, the surveyed enterprises’ evalu-
ation on the infrastructure environment was generally high, with a score of
4.35, an increase of 0.04 over 2020. The evaluation on the index of envi-
ronmental protection facilities improved the most (by 0.12), followed by
urban planning and construction, and water, electricity and gas supply (by

0.06 and 0.04 respectively).

(1) Steady progress has been made in the construction of railway
and highway infrastructure

At the end of 2020, the length of railways in service nationwide was
146,000 kilometers, an increase of 5.3% over that at the end of the previous
year, among which, the length of high-speed railways in service was
38,000 kilometers, accounting for two-thirds of the length of high-speed
railways in service in the world; the total length of highways in service
nationwide was 5,198,100 kilometers, an increase of 3.7% over that at the
end of the previous year, among which, the length of expressways ranked
first in the world with 161,000 kilometers open to traffic; there were 241
certified civil aviation airports nationwide, an increase of 3 over that at the
end of the previous year, including 27 airports with an annual passenger
throughput of more than 10 million person-times; the length of inland wa-
terways in service nationwide was 128,000 kilometers, an increase of 387
kilometers over that at the end of the previous year; the ports nationwide
had 22,142 production berths, including 2,592 berths of 10,000 tons and
above, accounting for 11.7% of the total berths, and ranking first in the

world.
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(1) Remarkable achievements have been made in new infrastruc-
ture construction

1. The scale of information infrastructure construction has
been at the forefront of the world

China has built the world’s largest fiber-optic network and 4G net-
work. The penetration rate of fixed broadband network in households has
increased from 52.6% at the end of 2015 to 96% at the end of 2020, and
the penetration rate of mobile broadband network has increased from 57.4%
at the end of 2015 to 108% at the end of 2020. The proportions of admin-
istrative villages and poor villages in China that have access to fiber-optic
network and 4G network reached more than 98%. The speed and scale of
5G network construction ranked first in the world, with 718 thousand 5G
base stations built and more than 200 million 5G terminal connections. The
access traffic of mobile Internet users has increased from 4,190 million GB
at the end of 2015 to 165,600 million GB in 2020. The number of national
domain names ranked first in the world. The large-scale deployment under
the Internet Protocol Version 6 (IPv6) has achieved remarkable results. The
IPv6 upgrade and transformation of fixed broadband and mobile LTE net-
works have been fully completed. By the end of 2020, the number of active
IPv6 users has reached 462 million. The Beidou-3 global satellite naviga-
tion system has been launched, with the global positioning accuracy better

than 10 meters.
2.  The data center market has been growing rapidly.

In 2020, the scale of China’s data center market has reached RMB
195.8 billion, an increase of RMB 39.5 billion over 2019. It was expected
that this scale would exceed RMB 590 billion by 2025. In 2020, the scale

of China’s cloud computing market has reached RMB 177.64 billion, an
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increase of 33.41% over 2019. It was expected that the market would main-
tain its current growth rate in 2021, reaching RMB 233.06 billion. In the
future, China’s cloud computing market would continue rapid growth.
With the large-scale commercialization of 5G, edge computing has moved
from the exploration stage to the commercialization stage, and has gradu-
ally become a rigid demand for the digital transformation of vertical indus-
tries. In 2021, 3.37% of enterprises in China have already applied edge
computing, and the proportion of enterprises planning to use edge compu-
ting reached 44.23%. The construction of supercomputing centers has en-
tered the fast lane. As of the end of 2020, there have been more than 10
supercomputing centers built or under construction in China. The Three-
Year Action Plan for the Development of New Data Centers (2021-2023)
issued by the Ministry of Industry and Information Technology states that,
in 3 years, the development pattern of green and low-carbon new data cen-
ters with reasonable layout, advanced technology, and computing power
commensurate with the growth of the digital economy would be basically
formed.

The “Eastern Data and Western Computing” project has been
launched. On May 24, 2021, four ministries and commissions including
the National Development and Reform Commission, the Office of the Cen-
tral Cyberspace Affairs Commission, the Ministry of Industry and Infor-
mation Technology, and the National Energy Administration jointly issued
the Implementation Plan of Computing Power Hub of Collaborative Inno-
vation System of National Integrated Big Data Center, proposing to build
national hub nodes of the national computing power network in the Bei-
jing-Tianjin-Hebei Region, Yangtze River Delta, Guangdong-Hong Kong-
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Macao Greater Bay Area, Chengdu and Chongging, as well as Guizhou,
Inner Mongolia, Gansu, and Ningxia, start the implementation of the “East-
ern Data and Western Computing” project, build a national computing
power network, develop clusters of data centers, and guide the intensive,

large-scale, and green development of data centers.
3.  Theinternational cooperation in cyberspace has been deep-

ened and expanded.

China has actively participated in the formulation of international
rules in the digital field of multilateral mechanisms of the United Nations,
G20, BRICS, APEC and WTO, and promoted the G20 Digital Economy
Development and Cooperation Initiative, “Belt and Road” Digital Econ-
omy International Cooperation Initiative, Action Initiative to Build a Com-
munity with a Shared Future in Cyberspace, and Global Data Security In-
itiative, contributing China’s solutions to the development of the global
digital economy and cyberspace governance. By the end of 2020, China
has signed a Memorandum of Understanding on “Digital Silk Road” Co-
operation with 16 countries, and established a “Silk Road E-commerce”
bilateral cooperation mechanism with 22 countries. Network intercommu-
nication has been promoted. China has built relevant land cables and sub-
marine cables with more than a dozen countries along the “Belt and Road”.
The system capacity has exceeded 100Thps, directly connecting Asia, Af-
rica, Europe and other parts of the world. The competitiveness of infor-
mation and communication technologies, products and services in the in-

ternational market has increased significantly.
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