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New drivers could boost growth
model reform

China announced its first-half
economic data for 2013 on July 15,
with second-quarter GDP growth
falling to 7.5 percent from 7.7
percent in the first quarter, recent
data from the National Bureau
of Statistics showed. The fall is
the ninth consecutive drop in the
figure. Although the slowdown
was in line with analysts’
expectations, there are concerns
that the slowdown could mark
the beginning of a trend amid a
grim world economic outlook and
measures taken by the Chinese
government to shift the country’s
growth model.
Despite the recent figures, the
Chinese government remains
optimistic about current economic
growth and confident that the
whole-year target of 7.5 percent
can be achieved.
“As a whole, the first half of
2013 witnessed a generally stable
growth of the overall economy,
with major indicators falling
within the rational range of annual
expectation,” said the National
Bureau of Statistics (NBS) in its
online data release on July 15.
China’s Finance Minister Lou
Jiwei also played down growth
fears when he was asked whether
the country’s economy was at risk
of a hard landing.
“Although China’s economic
growth (in terms of GDP) is not
as high as that of last year, we’ve
seen more jobs created and more
investment directed into the
service industry,” said Lou on
the sidelines of the G20 finance
ministers and central governors’
meeting in Moscow. “These signs
show increasing vitality of the
economy.”

Analyzing economic
indicators

Nearly all ma jor economic
indicators saw growth decreases
in the first half of 2013. Industrial

production grew by 9.3 percent yearon-year, down 0.2 percentage points
from the first quarter. Affected
b y d ecli n i n g ma n uf act u r i n g
investment, the growth of urban
fixed asset investments was down
0.8 percentage points from the first
quarter and 0.3 percentage points
from same period last year. Trade
data also proved disappointing; with
exports falling 3.1 percent in June
and imports dipping 0.7 percent.
Despite these slack figures, there
are reasons for optimism. Firsthalf retail sales increased by 12.7
percent on last year, picking up by
0.3 percentage points from the first
quarter.
“With the flat investment growth
and low-than-expected industrial
production growth, consumption
has played a vital role in keeping
the country’s GDP growth at
the current level,” said Niu Li,
senior economist with the State
Information Center, a government
think tank.
NBS data also showed that
consumption has become a much
more important engine of economic
growth. In the first half, consumption
co n t r i b u t ed 45.2 pe r ce n t of
China’s GDP growth. Investment’s
contribution to GDP increased to
53.9 percent from the first quarter
figure of 30.3 percent; however the
increase was mainly due to seasonal
patterns of investment activity.
Exports only contributed 0.9 percent
of GDP growth.

Inevitable cost of reforms

China’s new leadership continues to
press ahead with the transformation
of the country’s growth model
towards a consumption-led one
from an export- and investmentled one. In light of such a policy
environment, China’s economic
slowdown can be interpreted as
a conscious choice: Short term
slowdown in return for the goal of
long-term stable growth.

Also in this issue

“Economic operations should be
managed in such a way that ensures
that the growth rate, employment
and other indicators don’t slip
below the lower limit and inflation
does not exceed the upper limit,”
said Chinese Premier Li Keqiang
on July 9 during an inspection
tour of South China. “In such
circumstances, the country can
focus on restructuring and reform.”
Finance Minister Lou Jiwei
also said that China will rely on
reforms to promote structural
ad justment and urbanization
instead of the massive economic
stimulus packages seen in 2008.
The slowdown in economic
growth is an inevitable cost of
China’s economic restructuring,
said Li Jing, JP Morgan managing
director and chairman of global
markets, China.
“We should prepare ourselves
for a fairly long, difficult period
as that is the cost of reform,” said
Yu Yongding, an economist at
the Chinese Academy of Social
Sciences, a government think tank.

Identifying new driving
forces

The reform of China’s growth
model cannot be accomplished
overnight. In truth, the income level
of most Chinese people would not
yield a consumption model strong
enough to solely drive economic
growth in the short term.
T h e C h i n ese g o v e r n m e n t
recently ruled out a series of
supportive policies which would
have simultaneously boosted
consumption and encouraged
investment. Unlike the stimulus
policies seen in previous years
which led to massive overinvestment and overcapacity, the new
measures aim to channel funds into
innovative, environmentally-friendly,
and life-improving industries.
On July 12, China’s cabinet, the
State Council, announced that it
will accelerate the development
of the country’s energy-saving
and environmental protection
industry, as well as information
consumption, in a bid to spur
domestic consumption and
investment.
Development in these two
sectors can not only help to break
resource restraints and release
consumption potential, but attract
effective investment and promote
the growth of emerging industries.
The cabinet singled out the
promotion of energy-saving and
renewable products, projecting
that the market share of energyefficient products would increase
to more than 50 percent by 2015.
Government organs and public
transport operators are also being
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urged to use vehicles powered by
new energy.
China’s energy-saving industry
has phenomenal untapped
potential and according to business
insiders, the country is expected to
save energy equal to 400 million
tons of standard coal by 2015,
helping to attract investment worth
several billion yuan in related
industries. The output of energysaving services may exceed 300
billion yuan, while the output of
the environment services industry
could exceed 500 billion yuan.
The information economy is
another driving force of further
GDP growth.
China consumed 1.7 trillion yuan
of information-related products
in 2012, rising 29 percent from
2011 and leading to approximately
930 billion yuan of new output in
related industries. Consumption
based on e-commerce and cloud
computing skyrocketed, with
e-commerce transactions raking in
8 trillion yuan in 2012.
Under the cabinet’s plan, the
construction of the network and
telecommunications infrastructure
will be accelerated. In addition,
more efforts will be made to boost
consumption by widening Internetbased i n f o r m a t io n se r v ices,
piloting “smart city” schemes,
boosting e-commerce and
increasing information securities.
Ba s e d o n t h e a b o v e g o a l ,
China’s information consumption
is expected to exceed 3.2 trillion
yuan by 2015, bringing more than
1.2 trillion yuan of new output in
related industries.
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Zero tolerance, great progress in CPC’s
anti-corruption drive
“We must have the resolve to
fight every corrupt phenomenon,
punish every corrupt official and
constantly eliminate the soil which
breeds corruption, so as to earn
people’s trust with actual results.”
—Xi Jinping, January 22, 2013

A survey by the National Bureau of Statistics
of China shows that from 2003 to 2010, Chinese
citizens’ rate of satisfaction with the work of
combating corruption and building a clean
government rose steadily from 51.9 percent
to 70.6 percent. In addition, the percentage of
citizens who thought that corruption had been
kept down to varying extents increased from
68.1 percent to 83.8 percent. (White paper:
China’s efforts to combat corruption and build
a clean government)

After celebrating its 92nd anniversary this
month, the Communist Party of China (CPC),
the world’s largest ruling party, is looking to
ensure stricter Party discipline in the fight
against corruption.
China’s former railways minister Liu Zhijun
was given a suspended death penalty on July 8,
2013 for bribery and abuse of power, making
him the highest-ranking official to be punished
for corrupt behavior since the CPC’s leadership
transition in November last year.
On the eve of the Party’s anniversary, Xi
Jinping, general secretary of the CPC Central
Committee, told a meeting on the work of
Party personnel resources that intra-Party
management and rules must remain stringent
for the 85 million-member political organization
which has ruled a country of 1.3 billion people
for so long.
Since the reshuffle of its top leadership, the
CPC has taken a zero tolerance approach to
corruption.

Corrupt officials caught in Web

Liu Zhijun [file photo]

Liu’s sentence followed the recent sacking
and investigation of several senior officials for
suspected violations of law and discipline.
Those under investigation include Liu
Tienan, former vice minister of the National
Development and Reform Commission, and Li
Chuncheng, former vice secretary of the CPC
Committee of Sichuan Province.
The treatment of these officials is indicative
of the CPC’s resolve to target so-called “tigers”
(high-level officials and big corruption cases)
and “flies” (lower-level bureaucrats and smaller
cases) in the fight against corruption.

“The Party should swat “tigers”
and “flies” at the same time by
dealing with officials’ illegal
activities on one hand and on
the other tackling more trivial
malpractice, which nevertheless
closely impacts upon the people.”
— Xi Jinping,
January 22, 2013
Progress in fight against corruption

The CPC’s anti-corruption measures have
already been recognized by both the Chinese
citizens and international community.
According to Transparency International, a
non-governmental organization which monitors
and publicizes corporate and political corruption
in international development, China is making
progress in the fight against corruption. This is
evidenced by the rise over the past two decades
of its score on the Corruption Perceptions Index.

Figures of CPC Membership 2012

Just as the CPC’s new leadership has taken a
zero tolerance stance on corruption and vowed
to hold any and all violators accountable, a
fierce public anti-corruption campaign has
also been launched on the Internet, and several
officials have been investigated and brought to
justice based on evidence submitted online.

Liu Tienan [file photo]

The demise of Liu Tienan is a good example
of this.
On December 6, 2012, Luo Changping,
deputy editor-in-chief of Caijing, a popular
investigative magazine, alleged on his realname microblog that Liu was involved in
multiple offenses, including huge bank loan
frauds and the fabrication of his academic
qualifications.
Liu was later removed from his post and
investigated for suspected “grave violations of
discipline”.
According to a report exposing corruptionrelated cases released by the Chinese Academy
of Social Sciences in June 2013, new media has
outperformed traditional media with regard to
exposing corruption.
From 2010 to 2012, 156 confirmed cases of
corruption were brought to light via new media
channels, such as Internet news releases, online
forums, microblogs and organizations’ official
websites.
The figure is double the number of corruption
cases exposed by traditional media, including
newspapers and television, according to the
Annual Report on Development of New
Media in China, with most cases centering on
disciplinary violations by officials, regulation
violations, abuses of power and ethical issues.

Corruption: A global issue

The CPC’s anti-corruption drive comes at a time
when the problem of corruption is very much
a global issue and many people worldwide are
becoming increasingly disillusioned with the
political process.
On July 9, 2013, Transparency International
released the 2013 Global Corruption Barometer,
which draws on a survey of more than 114,000
respondents in 107 countries, addressing
people’s direct experiences with bribery and
detailing their opinions on corruption in their
countries’ major institutions.
The survey found that bribery is widespread
around the globe, with 27 percent of
respondents reporting that they had paid a bribe
in the last 12 months when interacting with
public institutions and services.
More than 1 in 2 people (54 percent) thought
that their government is largely or entirely run
by groups acting in their own interests rather
than for the benefit of citizens.

Occupational Structure of CPC Members 2012
Farmers, herders and
fishers

25.35 million

29.78%

Managerial staff and
professional technicians in
enterprises and nonprofit
organizations

20.20 million

23.73%

Industrial workers

7.25 million

8.52%

Party and government
staff

7.16 million

8.41%

Students

2.91 million

3.42%

Retirees

15.53 million

18.24%

Others

6.73 million

7.9%

Total

85.13 million

Educational Background of CPC Members 2012
Higher Education

34.09 million

40.04%

Others

51.04 million

59.96%

Total

85.13 million

Ages of CPC Members 2012
35 Years or Younger

21.80 million

25.61%

Above 35 Years

63.33 million

74.39%

Total

85.13 million

The 2013 Global Corruption Barometer released by Transparency International on July 9, 2013

You may also be interested in:
· Who’s who in China’s new leadership

Note: In 2012, Transparency International updated
the methodology for the Corruption Perceptions
Index, from 0 - 10 to 0 (highly corrupt) – 100 (very
clean).
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China, US discuss wide-ranging issues at 5th S&ED
The fifth round of the China-U.S.
Strategic and Economic Dialogue
(S&ED) was held from July 10 to
July 11, during which the two sides
exchanged views on a broad range
of hot issues including building
a n e w t y pe of m a jo r p o w e r
relationship, cyber security, talks
on a Bilateral Investment Treaty
(BIT) and cooperation in the AsiaPacific region.

New type of major power
relationship

China and the United States sought
to set the tone for the model
of a new type of major power
relationship during the Strategic
and Economic Dialogue.
During a plenary session of the
strategic talks, State Councilor
Yang Jiechi, the Chinese cochair of the meeting, proposed
that the new relationship should
adhere to two principles: Building
the relationship in the spirit of
inheritance, and development
and focus on common interest;
and building the relationship in
the spirit of mutual respect and
striving to obtain mutual benefits
through cooperation.
U .S. D e p u t y Se c r e t a r y o f
State William Burns said the two
countries must look beyond the
idea of historical conflict between
rising and established powers.
“Building upon this (major
powers) relationship requires
sustained effort and trust,” Burns
added.
Traditional zero-sum major
power relations, typif ied by
the struggle to gain power in
order to dominate regional and
world affairs, will be gradually
replaced by the new type of
ma jor power relations which
aims to achieve coexistence and
common prosperity, said Pan Wei,
a professor at Peking University’s
School of International Studies.
Pan stressed that China’s rise
doesn’t signal the demise of
Western countries and that China
will turn into a force to promote
world peace and prosperity.
He said: “The United States needs
to closely cooperate with China to
jointly resolve global issues and
to create a new round of human
prosperity and advancement. Only
with such a progressive concept
could the U.S. maintain its leading
role in the world.”

Cyber security

Wit h w hist le blower Ed wa rd
Snowden continuing to make
world headlines, China and the
U.S. discussed the issue of cyber
security at the first China-U.S.
cyber security working group
meeting within the S&ED
framework.
After the meeting, the U.S. State
Department spokesman described
the discussions as “constructive.”
It is clear, however, that there
is still a long way to go before
accord is reached.
“Cyber security is a rather new
topic,” said Qu Xing, president of
the China Institute of International
Studies. “Cyber security rules
cannot be established over one
dialogue. After the first meeting,
the two sides need more detailed
and technical communication and
consultations. This will be a very
complicated process.”
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The fifth round of the China-U.S. Strategic and Economic Dialogue (S&ED) kicked
off in Washington D.C., on July 10, 2013. Chinese Vice Premier Wang Yang (front
right), State Councilor Yang Jiechi, U.S. Secretary of State John Kerry (front left) and
U.S. Treasury Secretary Jack Lew jointly co-chaired the energy security meeting.

companies in the world’s largest
emerging market.”
Lu Jinyong, a professor
f rom Beijing’s University of
International Business and
Economics, believes that
successful BIT negotiations are
also crucial for China. “The major
opening-up in investment is as
significant as China’s entry to
the World Trade Organization
(WTO),” said Lu. “If the BIT
negotiation is advanced and finally
succeeds, like China’s WTO entry,
it will serve as a huge boost to the
reform of the trade system and
economic system.”
BIT talks aimed at promoting
and protecting investment between
China and the U.S. began in
the 1980s but were suspended
as relations between the two
countries soured in the later part of
the decade. Talks resumed in 2008.

Sino-U.S. cooperation in
Asia-Pacific region

Chinese Vice Premier Wang Yang (left) spoke during the opening session of
the fifth round of the China-U.S. Strategic and Economic Dialogue (S&ED) in
Washington D.C., on July 10, 2013.

Chinese State Councilor Yang
Jiechi said at a press conference
during the S&ED that China has
always respected Hong Kong’s
handling of legal matters in
accordance with law, including the
Snowden case.
He said: “The Hong Kong Special
Administrative Region government
has handled the Snowden case
in accordance with law and its
approach is beyond reproach. Others
should respect this.”
He was responding to remarks
made by U.S. Deputy Secretary
of State William Burns, who
said the U.S. gover nment is
“very disappointed with how the
authorities in Beijing and Hong
Kong handled the Snowden case.”
Snowden’s revelations have
clearly changed the dynamics
of the cyber security discourse.
“Before Snowden spoke up, China
had been accused of hacking
into U.S. computer systems and
stealing intellectual property from
numerous American businesses,”
said Xu Peixi, associate professor
at the Communication University
of China. “American politicians,
from the bottom to the very top
levels, were engaged in a so-called
China-bashing campaign. A record
number of American institutions,
f rom the Justice Department
to Congress and the Pentagon,
spoke with one voice that was
continuously recycled between
politicians and commercial media.”

China, U.S. to start
substantive BIT talks

China and the United States
made a brea k t h roug h in t he
Bilateral Investment Treaty (BIT)

negotiation at the fifth round
of the China-U.S. Strategic and
Economic Dialogue (S&ED).
Chinese Commerce Minister
Gao Hucheng said during the
S&ED that both sides had agreed
to enter into a “substantive stage”
of BIT negotiation as soon as
possible and he stressed the
importance of investment.
“Investment is an important area of
China-U.S. economic cooperation,”
Gao said. “It is a mutual concern of
both parties, and both parties need
to have creative thinking in order
to create convenient conditions for
the mutually beneficial cooperation
between businesses of the two
countries.”
“The U.S. pledged to treat Chinese
investment equally and fairly,” said
Chinese Vice Premier Wang Yang in
the S&ED concluding statement. “It
also pledged to welcome investment
from China, including investment
from state owned enterprises (SOEs)
and sovereign wealth funds.”
American voices were equally
positive following the latest round
of talks.
“A high-standard U.S.-China
BIT is a priority for the U.S. and
would work to level the playing
field for American workers and
businesses by opening markets
for fair competition,” said U.S.
Treasury Secretary Jack Lew in a
statement during the S&ED.
Dan Steinbock, research director
of international business at India,
China and America Institute,
agreed, saying: “A successful
BIT could re-anchor the bilateral
economic relationship in the
21st century, support economic
reforms in China and energize U.S.

Promoting a new type of relations
between China and the United
States should start with the AsiaPacific region, Chinese State
Councilor Yang Jiechi said at
the fifth round of the China-US
Strategic and Economic Dialogue.
Yang said that Chinese President
Xi Jinping and U.S. President
Barack Obama agreed to explore
ways to ensure positive interaction
and cooperation in the Asia-Pacific
region during their June meeting.
T h e t w o co u n t r i es s h o u l d
strengthen dialogue, promote
strategic mutual trust, expand
s h a r ed i n t e r es t s a n d h a n d l e
differences in the spirit of mutual
respect and mutually beneficial
cooperation, said Yang.
Yang also stressed that China
would be neither provocative nor
timid in dealing with regional
issues and added that all involved
parties should look to settle
disputes and differences through
negotiation.
Ma Zhengang, vice chairman
of the China Public Diplomacy
Association, said that while
China and the U.S. could
facilitate positive interaction
and cooperation in the Asia-Pacific
region, it would be a difficult and
complicated process.
He said: “The Asia-Pacif ic
region has become the most
vigorous and most successful
region in recent years. It has
gradually become an increasingly
importantly region.”
In light of this, Ma views the U.S.
rebalance to the Asia Pacific region
as a normal strategic adjustment
aimed at reviving the U.S. economy
through stronger cooperation with
the Asia Pacific region.
Ma added that the U.S.
rebalancing strategy also targets
China due to its rapid development
over the past decade which has led
to greater Chinese influence in the
Asia Pacific region. The U.S. fears
that it will lose its dominance in
the region so it wants to adjust its
strategy and reinforce its presence
in the region, Ma commented.

Related coverage by China.org.cn:
· The 5th China-US Strategic & 		
Economic Dialogue
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Transformer Yang puts unity
back into community

“

One person alone can never accomplish
very much. If everyone gets involved, our
neighborhood will be harmonious.”
— Yang Zhaoshun

To look at it now, one would have little
doubt that the award-winning residential
neighborhood of Zitengyuan in Putuo District,
Shanghai, is deserving of its reputation as a
model community. But things weren’t always
so idyllic. Just 10 years ago, the district was
a cesspool flooded with prostitution and
gambling. Its dramatic makeover has been
attributed to Yang Zhaoshun, Secretary of the
Communist Party of China (CPC) Committee
in the neighborhood.
The area’s residents originally came from the
poorest part of Putuo and when Yang took up
his post in 1999, there were more than 6,000
residents, of whom 810 were unemployed, 191
handicapped, 88 suffering from psychological
problems, 43 addicted to drugs and 332 recently
released from prison. “No other neighborhood
like this one existed in Shanghai at that time,”
Yang said.
Yang’s first task was to win the trust of the
residents, and he gradually set about doing so.
It is a testament to his approach and character
that today, every resident in the neighborhood
knows Yang, who treats them like his relatives.
Of course, one way to win trust is to show
that your intentions are genuine and your
methods work. In the case of Xia, a former
prisoner, Yang’s methods certainly proved
effective. In 1999, Xia was released from

Yang Zhaoshun and the residents of
Zitengyuan community.

Yang Zhaoshun and the “Honor Wall”.
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prison. He was single,
unemployed and had
been disowned by his
parents. In despair Yang Zhaoshun
o v e r t h e a p pa r e n t
hopelessness of his situation, Xia fell back into
a life of drug taking. With Yang’s help, he was
finally able to kick his drug habit, following
which Yang gave him the chance to work as a
neighborhood security guard. Thanks to Yang’s
intervention, Xia’s life is transformed. He is
now the head guard and gets along well with
his parents. “Yang gave me this chance, so I
must do my best,” Xia said.
Yang treats everyone in the neighborhood as
part of his family, and in turn, the people rarely
disappoint him. Of the 400 former prisoners in
the neighborhood, only two have reoffended
and more than 20 so-called “young bums” have
been rehabilitated and now live normal lives.
Two were even named “moral role models” of
Taopu County.
Yang’s work also calls for plenty of flexibility
and wisdom and fortunately he has plenty
of both. In April 2010, an elderly resident,
whose family lived on social welfare, died.
The family decided to ask for a 3,000-yuanper-month subsidy, despite existing regulations
which stipulate that a subsidy of this sort
must not exceed 1,500 yuan. Despite repeated
explanations from the local authorities, the
family insisted on their original figure and
threatened to bury the body in one of the
community’s flower beds. The situation
appeared intractable until Yang visited the
family, which he did on three consecutive
days. He listened to their arguments and
patiently reasoned with them, and thanks to his
efforts, the family finally accepted the rule and
compensation figure.
Yang also looks to bring the neighborhood
together through group activities. Every
summer, he organizes an event called “Red
Children”, in which children are classified
and put into different groups according to
their hobbies – broadcasting, reading, chorus,
to name a few. Adults also participate in the
activities, through which the groups teach
neglected children, giving them an invaluable
opportunity to learn. Some residents initially
complain that the broadcasts are too noisy;
but their complaints cease when they hear the
voices of the children. After all, it might be
their kid on the microphone.
Ya n g h i m s e l f h a s b e e n t o u c h e d b y
misfortune, having previously endured a period
of unemployment before being offered his
current job with the CPC. His previous bout
with joblessness gave him a deep understanding
of how poor outsiders long for dignity and
honor and the community’s “Honor Wall” is
a perfect extension of this understanding. The
wall exhibits the achievements of local workers,
allowing them to take pride in their meaningful
accomplishments.
Yang’s efforts over the past decade might not
seem to be of any great significance for the nation
as a whole. But through his efforts, the residents
of the Zitengyuan neighborhood have a sense
of hope, happiness and harmony. This is surely
something the whole country can rejoice in.
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In Brief
» July 1:
The Communist Party of China marked its 92nd
anniversary.
China’s Ministry of Commerce launched an antidumping and anti-subsidy investigation into
European Union-imported wine in the Chinese
market.
British pharmaceutical company GlaxoSmithKline
confirmed it was being investigated by Chinese
government authorities for suspected commercial
bribery.

» July 3- 8:
Pakistani Prime Minister Muhammad Nawaz Sharif
paid an official visit to China.

» July 5-12:
Chinese and Russian naval forces held the Joint
Sea 2013 drill at Peter the Great Bay.

» July 6:
China and Switzerland signed a free trade
agreement, which was the first free trade pact
between China and a continental European
country.

» July 11-12:
Xi Jinping, General Secretary of the Communist
Party of China Central Committee, visited Xibaipo,
an old revolutionary base in north China’s Hebei
Province. He urged all 85 million CPC members to
work hard and serve the people wholeheartedly.

» July 15-17:
Belarusian President Alexander Lukashenko
paid a state visit to China. The two sides signed
a joint statement on the establishment of a
comprehensive strategic partnership between the
two countries.

» July 16:
Chinese Premier Li Keqiang stressed that the
principal tasks of macroeconomic control are
to avoid sharp fluctuations and keep economic
growth within a reasonable range, at a conference
about China’s current economic situation.

» July 22:
A 6.6-magnitude earthquake hit northwest China’s
Gansu Province. As of 8:40 p.m. July 23, 95 people
were killed, 1,001 injured and more than 580,000
affected. Relief funds totaling US$81.17 million
have been allocated for the region.

» July 25:
Bo Xilai, former Par ty chief of Chongqing
Municipalit y, was charged with briber y,
embezzlement and abuse of power.
Chinese Vice President Li Yuanchao paid a visit
to the Democratic People’s Republic of Korea to
attend activities marking the 60th anniversary of
the Korea War Armistice.
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