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been more eager to embrace electronic commerce yet more fearful of its impact, than China. During the last
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regulation on the Internet to protect the current government regime. Reconciling these two forces dominates
discussion of the Internet and e-commerce in China. China is a communist country yet over the past 20 years,
the government has been moved its economy purposefully from a planned to a market-based system. As a
result of reforms undertaken since 1978, the economy has grown more than tenfold. The gross domestic
product is expected to increase 7. 2 percent from 1999 to 2000. Foreign trade has increased by the same factor
as Chinese manufacturers have begun to compete in the global marketplace in goods 12 including personal
computers. Lately, China has had limited success maintaining its economy in the face of the Asian financial
crisis. Structural problems, the problem of reducing employment levels in the state enterprise system,
unemployment in general and low rates of income especially in rural areas all pose serious challenges to long-
term economic growth. The potential market for e-commerce in China is huge but the investment risks are
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