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Key Economic Data
Foreign Direct Investment (FDI) Development
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Balance in US$ billionImport/Export in US$ billion
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� High growth rate boosted mainly by investments…

Current Situation and Problems 
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� …and supported by massive input of resources
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1980-2000
Ø GDP growth: 9.8%
Ø Energy consumption growth: 4.6%
Ø Elasticity: 0.47

2001-2005
Ø GDP growth: 9.5%
Ø Energy consumption growth: 10.7%
Ø Elasticity: 1.13

Current Situation and Problems 
Energy Consumption Elasticity
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� The income gap between urban and rural areas has in creased

Urban

Rural

RMB

+222%

+190%

+151%

Comparison urban / rural

Current Situation and Problems 
Urban/Rural Income Gap (per capita per year)
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“To build country of innovation” is the new national  strategy 
� Enhance competitiveness of China

� Adjust structure of economy and pattern of economic growth

� Develop from a BIG economy to a STRONG economy

Keywords
� Chinese-dominated innovation, leap in key scientific fields

Key targets
� Master a number of core technologies

� Proportion of R&D expenditure up to 2.5% of GDP (currently:1.3%）
� Progress of Science & Technology to contribute over 60% to the country’s 

development (currently: 39%)

� The country’s reliance on foreign technology declines to 30% (currently: 60%)

� Rank among the World top 5 in the number of patents granted

Future Development 
Guideline on Science & Technology (2006 – 2020)
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Government Fiscal Support
� Growth of financial input in S&T notably 

higher than growth of regular revenue 
income (2006 budget = YoY change of 19.2%)

� Ensure financial input in national key 
projects and key scientific programs

Tax Incentives
� Extend pretax deduction of enterprises’

investment in self-dominated innovation 

� Allow acceleration of depreciation 
on R&D facilities

� Improve tax policies in favor of high-tech 
enterprises

Financial Support
� Improve risk investment for 

start up companies

� Set up multi-level capital market system

� Improve insurance service

� Complete foreign exchange policy

Government Purchase
� Set up certificate system for self-dominated 

innovation products and create catalog 
accordingly for government purchase

� Revise the assessing methodology in favor 
of self-dominated innovation products

� Set up Government Buy-first and Order-by-
Government mechanism

Future Development 
Supporting Policies and Measures
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Principles:
� Stability of economic development while maintaining 

reasonable growth

� Efficiency of resource input and quality of growth

� Capability of Chinese-dominated innovation

� Harmonized development of urban and rural areas 

� Harmonization between economy, society and environment

� Deeper reform and further opening-up

Future Development 
National 11th Five Year Plan (2006-2010)

Keywords:
Quality and pattern of growth, 
harmonization and sustainability
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[  ] Accumulated rate in 5 years 

Binding Goals

[0.5]98.5Average length of education of citizens (Year)

[45]New jobs created for urban residents (x million person)

>[56.5]>8023.5Coverage of the new rural cooperative medical care system 
(%)

5.1223174Coverage of urban basic pension (x million person)

Public service,
People’s life

[30]Reduction of water consumption per unit of industry add 
value (%)

<8‰1.361.30Population (x billion persons)

[10]Reduction of total discharge of major pollutants (%)

[20]Reduction of energy consumption per unit of GDP (%)

Population,
Resources,
Environment

[0.7]21.3Share of R&D expenditure of total GDP (%)

[3]43.340.3Share of service industry’s value added to GDP (%)Economic
structure

6.619,27013,985Per Capita GDP (RMB)

7.526.118.2GDP (trillion RMB)Economic 
growth

Annual 
rate %20102005Key GoalsCategory

2006-2010 Forecast: ØGDP growth: 8.5%

Future Development 
National 11th Five Year Plan (2006-2010) – Key Goals

Expected Goals
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Future Development 
Chinese Emission Regulations for Passenger Cars
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China
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law was enacted

1/00 7/04 7/08* 7/11*

in discussion

OBD = On Board  Diagnostics *New cars must apply for this standard one year earli er
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*Forecast by Banks

Future Development 
Economic Forecast* 2006-2010
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� Strong growth in the car market

� Faster growth of small cars

� Chinese brands increasing market share/ pressure on  foreign 
companies

� R&D activities on alternative technologies and prod ucts

� Growth of vehicle exports

� Reorganization (merger and acquisition) within stat e owned 
enterprises 

Future Development 
Trends in the Automotive Industry
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Disclaimer

This presentation contains forward-looking statements and information on the business 
development of the Volkswagen Group. These statements may be spoken or written and can 
be recognized by terms such as “expects”, “anticipates”, “intends”, “plans”, “believes”, 
“seeks”, “estimates”, “will” or words with similar meaning. These statements are based on 
assumptions relating to the development of the economies of individual countries, and in 
particular of the automotive industry, which we have made on the basis of the information 
available to us and which we consider to be realistic at the time of going to press. The 
estimates given involve a degree of risk, and the actual developments may differ from those 
forecast.

Consequently, any unexpected fall in demand or economic stagnation in our key sales 
markets, such as in Western Europe (and especially Germany) or in the USA, Brazil or China, 
will have a corresponding impact on the development of our business. The same applies in 
the event of a significant shift in current exchange rates relative to the US dollar, sterling and 
the yen.

If any of these or other risks occur, or if the assumptions underlying any of these statements 
prove incorrect, the actual results may significantly differ from those expressed or implied by 
such statements.

We do not update forward-looking statements retrospectively. Such statements are valid on
the date of publication and can be superceded. 


