
accountancy profession are 
specifically reflected in the 
following areas:                                                                           

Listed companies: At 
present, China has more 
than 1,200 listed companies, 
which constitute an impor-
tant service area for CPAs.  
The Chinese government 
has provided active policy 
support to the capital mar-
ket. China’s listed companies 
are gradually perfecting their 
structure of corporate gov-
ernance with encouraging 
expected performance.  The 
pressure of external adjust-
ment has been effectively 
mitigated.  Thanks to all 
these positive elements, Chi-
na’s stock market has devel-
oped considerable investment 
value.  To promote develop-
ment of the stock market, the 
Chinese government has ad-
opted policy measures such 
as permitting foreign busi-
nesses to be assigned legal 
persons’ equity from listed 
companies by way of di-
rect investment, permitting 
qualified foreign-investment 
enterprises to go floating and 
implementing relevant poli-
cies that permit QFII to en-
ter the A-Share Market. 

Stable development of the 
capital market will inevitably 
push forward the develop-
ment of listed companies. 
Consequently, the Chinese 
stock market plays a more 
prominent role in direct fi-
nancing, and thereby pro-
vides enormous business op-
portunities for development 
of the CPA profession. 

State-Owned Enter-
prises: Restructuring of 
SOEs is an important job 

in China’s economic reform. 
In the course of such re-
structuring, the government 
has further relaxed related 
policies, permitting adjust-
ment and alteration of the 
pattern and structure of the 
State-Owned economy via 
means such as acquisition 
and merging, reorganisation 
for listing purpose, winding 
up and bankruptcy. The Chi-
nese government encourages 
multinationals to participate 
in reorganisation of SOEs 
for adjusting and optimis-
ing the pattern of the na-
tional economy and helping 
SOEs to shake off poverty, 
achieve transformation and 
carry out effective operation. 
In addition, the Chinese 
government also encour-
ages foreign funds to actively 
participate in reorganisation 
and restructuring of SOEs, 
so that foreign investment 
may substantially participate 
in reform of SOEs in various 
forms, such as equity invest-
ment or even equity control 
in the form of capital or 
technology investment. 

At present, China has 
more than 170,000 SOEs, 
among which a considerable 
number are large or super 
large enterprises. It requires 
large amount of human and 
financial resources to 
audit these enterprises.  
As such, China needs 
appropriate number of 
large accounting firms.  It has 
been 20 years since China re-
sumed the development of the 
CPA profession.  However, 
there are not many firms that 
are capable of satisfying the 
needs of these enterprises.

We hope that a group of 
large-scale quality firms will 
grow up in China to shoulder 
this significant responsibility.  
We also welcome resourceful 
international or overseas ac-
counting firms to the oppor-
tunities existing in China’s 
economic development. 

Foreign-invested compa-
nies: At present, China has 
already become the safest 
area for investment with the 
best prospect for return on 
investment.  By the end of 
October 2003, an accumu-
lated number of over 450,000 
foreign-invested companies 
had obtained approval for 
incorporation.  

In their adjustment of 
global investment strategies, 
multinationals have regarded 
China as their first choice 
of investment destination.  
Many companies have re-
located their headquarters, 
large projects and R & D 
centers to China, positioning 
China as their global pro-
duction base and manufac-
ture centre.   

In terms of the domes-
tic environment, China has 
made remarkable achieve-
ments in improving its legal, 

policy, administrative and 
market environments 

for foreign invest-
ment, fur-
ther ex-
panded its 

areas of invest-
ment with service 
fields and cross-
border Merger 
& Acquisition 
becoming fo-

cuses of invest-
ment. The country has 

Opportunities and opening-up of
China’s accounting market

I t is well known that the 
Chinese economy has 
sustained rapid and sta-

ble development over recent 
years.  The Chinese govern-
ment continues to promote 
various reforms with a prac-
tical work attitude. Our na-
tional economy enjoys strong 
growth.  Such economic 
growth in China has exhib-
ited the following features: 

China’s macroscopic 
economic environment 

The Chinese economy 
has entered a new stage 
with its GDP reaching 
RMB 10,200 billion. New 
changes have taken place in 
China’s economic growth 
mechanism. These include 

further reduction of market 
entry thresholds; relaxation 
of government regulation; 
improvement of investment 
and financing environment; 
perfection of legal environ-
ment; more effective use, 
more efficient circulation and 
more reasonable distribution 
of market elements; and in-

creasing drawing capacity of 
market vitality in upgrading 
economic vitality and pro-
moting economic efficiency.

Fresh vitality is seen in 
China’s economic growth. 
Enterprises as a group 
rely on the pattern of 
common develop-
ment of various 
o w n e r s h i p s 
with State-
Owned Enter-
prises (SOEs) 
playing the ma-
jor role.  Meanwhile, the 
non-state-owned economy, 
especially overseas invest-
ment and private investment, 
has brought new vibrancy 
and vigour to China’s eco-
nomic growth.

However, China’s eco-
nomic growth faces new op-
portunities as well as new 
challenges.  With China’s ac-
cession to the WTO, it is the 
global rather than the do-
mestic market that supports 
China’s economic growth. 

China has established a 
new philosophy of develop-

ment for its economic growth, 
i.e., transforming from exclu-
sive pursuit of GDP growth 

to the pursuit of increase 
in wealth 

and optimi-
sation of eco-

nomic functions, 
and hopes to 

achieve healthy, 
effective and 

b a l a n c e d 
d e v e l o p -
ment on 

this basis.
Such a sound mac-

roscopic economic environ-
ment and momentum of 
development surely contains 
greater market opportunities 
including those existing in 
the accounting market. 

Opportunities in Chinese 
accounting market

In China, the accountan-
cy profession has a promising 
future. The combination of 
various positive signals will 
surely bring precious oppor-
tunities to the CPA profes-
sion. These signals include, 
rapidly and orderly opening 
market, continuously ex-
panding investment chan-
nels, continuous improve-
ments in policy orientation 
of SOE restructuring and 
increasing investment op-
portunities for overseas and 
domestic enterprises, etc.  
The opportunities for the 
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also achieved stability and 
continuity of policies and 
regulations on foreign invest-
ment, sustained economic 
growth and steadily promot-
ed the Go-West strategy.  As 
such, China provides more 
and better opportunities for 
overseas capital to invest in 
the Chinese market.  In par-
ticular, the government has 
produced in succession poli-
cies permitting foreign busi-
nesses to acquire, merge or 
control SOEs under relevant 
conditions. There has been 
an increase in projects with 
direct investment from mul-
tinationals. All these have 
provided a more extensive 
market for accountants. 

Private enterprises: These 
have developed together with 
China’s economic reform.  
China has more than 2.2 
million private enterprises.  
In the heat of mergers and 
acquisitions of listed compa-
nies in 2003, the private sec-
tor played a major role.  Of 
the total number of equity 
mergers and acquisitions, 
private enterprises took up 
two-three or 115 cases with 

70 per cent 
completed in 
the form of 
equity con-

trol.  Such 
e n t h u s i -

asm of the 
private sector 

for reengineering of 
listed companies in-

evitably leads to more 
intensive demand for 
services provided 
by accountants. 

Opening up of 

the Chinese accounting 
market 

The Chinese ac-
counting market is 
one of the first areas 
China opened 
up to 
t h e 
o u t -
s i d e 
world.  Since 
the 1980s, 
China has 
adopted vari-
ous means to 
liberalise the 
accounting ser-
vice market, 
basically giv-
ing rise to a 
pattern of lib-
eralisation on 
all fronts.  Such 
liberalisation mainly includes 
the following: 
 Permit overseas ac-

counting firms to set up 
their representative of-
fices in China. 

 Permit international 
accounting firms to 
develop their member 
firms in the PRC.

 Permit overseas account-
ing firms to temporarily 
carry out audits in China. 

 Permit foreigners and 
residents of Hong Kong, 
Macau and Taiwan to 
sit in the PRC National 
CPA Uniform Exams 
and allow those quali-
fying with the exams 
to apply for CICPA 
membership. 

 Permit overseas CICPA 
members to apply for the 
Chinese CPA Certificate. 
 Here, I would like to 

make a special introduction 

on how foreigners may apply 
for the professional qualifi-

c a t i o n of  Chinese 
CPA after 
passing the 

PRC Na-
tional CPA 

Exams. Af-
ter passing 
the PRC 

N a t i o n a l 
CPA Exams, the 

concerned foreign-
ers may only apply 
for the professional 

qualification of Chi-
nese CPA upon satisfy-
ing the following condi-
tions:

 It is at least one year 
since the applicant ap-

plied to the CICPA for 
non-practicing member-

ship after qualifying with the 
exams, during which time 
the applicant has abided by 
the CICPA Charter, per-
formed his/her due obliga-
tions, completed continu-
ing professional education 
(CPE) and qualified with 
annual inspection(s). 

 The applicant is 
practising in an accounting 
firm in China. 

The applicant has accu-
mulated at least two years’ 
experience of independent 
audit in China. 

 The afore-mentioned 
accounting firm in China 
believes that the applicant is 
eligible to be recommended 
as an applicant for the pro-
fessional qualification of 
Chinese CPA. 

 The applicant has fixed 
domicile or fixed liaison do-
micile in China and has ac-
cumulated at least one year’s 

record of residence in China 
by the time of application.

Foreigners obtaining the 
professional qualification of 
Chinese CPA shall be ac-
corded ‘national treatment’, 
i.e., enjoying the correspond-
ing rights and performing 
the corresponding obliga-
tions according to the CPA 
Law in China and relevant 
regulations, and shall, in 
their course of professional 
practice, be subject to regula-
tion by Chinese departments 
of public finance and profes-
sional bodies of PRC CPAs.  
In addition, such foreigners 
who are also Chinese CPAs 
shall work in China for at 
least six months each year. 

China’s existing policy of 
liberalising the accounting 
service market has provided 
favourable conditions for 
overseas accounting firms 
and practising professionals 
to deliver in China profes-
sional services that are related 
to accounting and auditing, 
and created a professional 
practicing environment of 
fair competition. 

Liberalisation is condu-
cive to mutual reference and 
common improvement while 
isolation will impede the de-
velopment of accountancy.  
We are now making great ef-

forts to further open up Chi-
na’s accountancy market. 

According to China’s 
commitment upon WTO 
accession, liberalisation of 
the Chinese accounting 
service market mainly 
includes the following: 
 Permit foreigners who 

are Chinese CPAs to es-
tablish wholly foreign-in-
vested professional prac-
tices in China in the form 
of partnership or compa-
nies limited by liabilities; 

 Permit overseas ac-
counting firms to 
affiliate with Chinese ac-
counting firms.

 Accounting firms may au-
tomatically expand their 
business scope to taxation 
and management consult-
ing services. 

 Overseas citizens who 
have acquired the quali-
fication of Chinese CPA 
may, in the same man-
ner as applied to Chinese 
CPAs, perform statutory 
audit engagements, with 
their audit reports enjoy-
ing the same legal effect in 
China as those produced 
by Chinese CPAs and 

their professional activi-
ties protected by 
PRC law in the 
same manner as 

applied to 
Chinese CPAs.  

To a great extent, 
the current PRC 

policy on open-
ing up the ac-

counting market 
has approached 

the above-men-
tioned requirements.  Ac-
cording to China’s commit-
ments for liberalisation of the 
accounting service market as 
is illustrated in the Commit-
ments on Trade in Service of 
WTO, we are modifying rel-
evant regulations to permit 
foreigners who are Chinese 
CPAs to establish wholly 
foreign-invested practices in 
China so that we can further 
open up our accounting ser-
vice market.  

The Chinese accounting 
market is of enormous po-
tential and a very promising 
prospect.  We would like to 
welcome accountants from 
all countries and your clients 
to have a greater develop-
ment in China. 

The Chinese govern-
ment also encourages 
foreign funds to actively 
participate in reorgani-
sation and restructuring 
of SOEs, so that foreign 
investment may sub-
stantially participate in 
reform of SOEs.


