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according to the Pension Act 2004. According to the Pension Act 2008, since October 2012, all
employees will have to be automatically enrolled (mandatory in effect) into a qualified pension scheme
and pension funds of the second and third categories could be included in the National Employment
Savings Trust, whose annual management fee will be as low as 0.3%. Drawing on UK’s experience and
based on its own Social Insurance Law, China can better regulate pension investment activities to
expand the pension pool through shifting the focus to changing the "one child" policy and accelerating
the legislation process regarding pension fund supervision and the management of individual pension
account investment.

Underground Banking in China’s Border Areas: Yunnan’s Case
Ding Wenli, Li Yan & You Sutao 123

Underground banking mainly involves mobile private exchange, street currency exchange and
underground private banking, which differ in the size and type of their operation, in the
Yunnan—Vietnam and Yunnan—Myanmar border areas. Underground banking is most typical and
prevalent in the China—Myanmar border area in Ruili city of Yunnan province. Underground banking
transactions are generally hard to detect and involve complex market players. While it is
understandable for such banking activities to exist in some regions where normal financing channels
are adequate, they have posed serious risks to financial security.

Gradualist Reform: China’ s Rational Option for Interest Rate Liberalization —
International Experiences for China
Hu Xinzhi & Yuan Jiang 132

The 12th Five-Year Plan (2011-2015) has included interest rate liberalization in the country’s
blueprint to step up its financial system reform. This article compares the paths, gains and losses of
gradualist interest rate liberalization and those of a radical mode and analyzes major changes in the
banking sector and the overall financial operation of relevant countries after they adopted interest rate
liberalization reforms. Their experiences provide valuable lessons for China in terms of choice of reform
path, financial institution innovation, adjustment of monetary policy and banking sector transformation
as it pursues interest rate liberalization.

China’ s Role in the Nuclear Issue of the Korean Peninsula: Mediator or
Contender?
Xu Jin 146

Since the DPRK announced to retreat from the Six—Party Talks on April 14, 2009, the security
situation in the Korean peninsula has intensified, but the second Korean War will not burst out.
Although “DPRK collapse” has become a buzzword in the west, the country is set to continue to survive
in the coming decade or decades. The DPRK has taken participation in the Six—Party Talks as a
bargaining chip for normalization of DPRK-US relations in exchange for abandonment of its nuclear
capabilities. If participants of the Six—Party Talks only discuss the issue of DPRK abandonment of
nuclear weapons while the US does not take meaningful steps to promote normalization of DPRK-US
relations, the DPRK has to choose to retreat from the talks. The preconditions set by the US, ROK and
Japan, which will prove hard to fulfill, will hinder the resumption of the Six—Party Talks. China’s role
as a neutral mediator actually reduces its influence on the nuclear issue of North Korea. The history of
China’s involvement in the peninsular affairs since 1950 shows that it could not become a neutralist;
instead, it should better stand by the DPRK and play a strong role of a contender in the Korean
Peninsula.



