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Like the horse poised on the sparrow, companies

venturing into China must show deliberation as well

as dispatch.

At HongkongBank we know that there is much

more to efficiency than speed alone.

Our goal. therefore, is not only to respond swiftly

to your needs, but to complement that service with

tried and tested business advice,

When it comes to trade finance, for example, with

our advanced telecommunications network, we can

ensure that your business transactions are processed

without delay.

But more importantly, our experience of China

trade dates back well over a hundred years to the day

we opened our Shanghai branch in 1865. An expenise

that currently spans nine offices strategically located

in major business cities throughout China.

So belore you sprint out of the staning gates into

the China market, you'd be well advised to pace the

course with a seasoned runner-

After all, we know that the only

way we'll succeed is by helping

You to do the same.

m
HongkongBank

n,rnl\r llSB< Nn,u!,
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New Reforms ond Toxesfor'94
'fhe Chinese Co rrnunist l)xny (lentml

(innmittcc s 14th I'lcnum in N()vcml)er
g:rve the pr()vinccs tlre green light to pur-
sue last eurn<>mic grr)$'th- ln iln apparcnl
nrllhack ol the austcrity progrirm inlr()-
duced in mid-sunrmcr. Ueijing ltas begun
t() rehx nlirn) o[ tlte measures clcsigne,cl

t(, aurl) lllc cc()nrnI). Al lhc s.rnx. linrc,
horvevcr. thc plenunr lcll shon ol cndors-
ing u lull.,.orrn Prc\\,)n ('ur(n(v r(f()nr)
rnd privntizilti()n o[ Slxtc cnterprises.

Thc tone ol thc plcnunr was sct by
prc-rneeting rcmarks fronr thc agr:d Deng
Xiaoping, who u':rs (luolcd in Ilong
K()ng s W'(,rr lr/ei P.) in carly Novcmber as

suying lt s l)ettcr to go a little faster
uhere last sl)eed is p()ssible. N()l t() 8()\\
is una<ceptablc: k) 8r)\,!'sl()wly is unac-

ccptablc. llarlier in thc fall, I)cng lls<r
suglestcd tlrlt splr.rrlation. ('r)rrupli,)n.
and tax el'asion-n()t an ()verheatcd

cconomy or undisciplinecl linancial sys-

lc r-wcre responsiblc lbr Chinr's inlla'
ti()nirry prcssurcs.

-fhe sh()n-lived rustcritl' pnrgram did
rttccl s(rr)r( irl itr go:rls. h()w(v(r. ll(iirnF
stal)ilizcd s$,ap rxlcs xt Yll.7/$1. conl-
pared to the Yll,/Sl rites seen rl s()nle
(cnk.rs in cilrl)' sunrnrt'r. I'rlrln rnflalil)n.
growth in tlre rnoney supply. Iixccl assct

investmcnt.:rnd inr'relscs in ratv rnalerixl
price,s all clccreased somerr'hat once lhc
usterity nleasurcs wcre initi:llcd (.r'ea, fbc

a)JR Septcrr)l)er-O( l()l)er 1993. p..i). liul
thc clrnrp<lown ()n credit Jnd lending
also had unintcnclccl cltects: moncy con-
tinued to flow-allrit at a slowcr pacr-
Io real cslale ancl st<r'k mlrkct deals.
u'hile entcrprises in many key sectors
sr.rlflrecl chrrnic cash shortagcs. Many
li)rei8n c(rnplnics cvcn slu :r rctum o[
tlre rri.rn,;ulxr deht prrirlcm lllxl plxgucd
thcir ()peratk)ns dLrring the l9u9-90 irus-

l( rl)' ,rl( il\rrr(').. An incrt'irsc in lt'ntling in

ll)c li)unh qurrter ()l l99J should easc

tltis siturli()n s(rnc\, rirt.

New loxes

Asicle lronr cncirrsing flrstcr gr()wlh.
tlrt,plcrrrrrr lrpprovccl .r nunrlr'r ol rnlrior

txx xnd l)rnkinS chlnges. 'lhc l)coplc s

(i)nrilnrcti()n llank xn(l ()lhcr sJxcialized
benks arc now slatr:tl t<l fumtion as fttll
(onrmercial banks. while the l)c()ple s

Ilank of China is to err;lvc ink) a lruc
ct-nlrxl l)xnk t lr.rrgccl u itlr ()\'('ri.e('in!a

currcncy stabilizxti()n ancl rcgkrnal hank
:lclivilies. A new value-ltlclcd rrx (VAl')
u'ill also lt put in plxce, tltrLrgh perhaps

n(n as qLrickly as thc annou n( cd januirry

I itrple rucnlatt)n dlte. TIrr: VAl'will rc-

placc the pnxluct txx and C()nriolid:llcd
lndustriul and (i)nrmcr(irl 'lax (CICT)

svstenrs prevkrusly uscd, ancl will apply
l') lr{lt l()rci8n .ttttl Cltint.t' ((rnpJnic\.

Corp()rate tax ratc's for (lhincse rnd
loreilan (rnnpanies will als() l)c stxndard-

izcd. In lhc past. f()rrign-invrstc-d cnter-
prises (l:ltis) paid il base inc(rrle trr (r'
.lJ pcr((.n1, wlrilc, rrr st Slxl( cntcrpri\(\
*crc taxecl at ;5 pcrccnt. Thc nerv rcgu-
lations u ill drop thc State enterprisc tilx
hurdr:n to -J3 perccnl. No chxnges to lilli
inc(rnc lrx rates, in(luding tlre prefcrcD-

tiJl rJl(\ a((1)rd(\l t,r FlEs in spcr i:rl firr
nomic Z()ncs and sclected c()ilstill citics.

ilrc anliciplllcd in thc near tcror. Changcs

to inclivirlrral inc()o1c tax ralcs. hoq'cver.
rr'ill likcll have ln imnrecliltc imprcl on

Fllts an(l thcir lirrcign ancl iral cmpkry-
rcs alikc (n? p.43).

Unifying currency mfes

Anotlrer issuc ,)[ ('r,lc(rn to ftrrr'ign
conrpanics in ChinJ is thc lc:trlership s de-

cisi()n l() rirovc tou'ard a convcnible crrr

rency. vhilc lhe plcnum itsclf provirlecl

fc\.\ in\iBhr{ rntr, h lr quir'kly l}erjing
r,rrruld nrake the .lru, c()nvcnil)le, suhsc-
.luent rl:ll( nrcnti\ lry l\linistr.r oI torcign
l'radc lnd [']con(n ic (ix)pcriltion vu Yi
su8gr'st rhilt Chin:r u'ill uni['the suap rncl

ofncixl ftllcs and elilllinarc lhc lj()reign lix-
(lrJng( {.enifr(':rt( (FliC) sysl(nr (:lrly in

io9.r llrc g,ul. rttrrrrling t,r olfici:rls in

Itcijing. rs to establish a "nun:rgcd flrut'
cxchlngc ratt, which would lrllorv the r:ttc

t() rcact 1() nrarkel lirrccs yet still enuhlc
cenlr:rl urrthorilirs to slep in to Narcl otl'
thc tlrr(,.11 ()l' $ il(l ((rrrcncl' l)trr.tultrons.

Most firreign (rnnpxnies are likcly t<r

selcrxnc thc transli)rrnati()n of thc eur-
rcnl svslcm to <rnc lcaturing:r singlc ex
t'lrlngt r:rtt. lior invc:'tr,rs, 1111r' Prrri
ously h:rcl kl invcst ul thc olliciirl ratc l)ut
rcpatriltc profits lt ss'rp nrarket rulcs. a

unilied (x(hangc rrtc shoul<l decrcusr
costs. |()rcign c()np:lnics llrll cxp()rl

fr()m (lhinx should also scc lheir g(xds
becorle ntore corrtpctitive its (lhina :, ( rrr-

rency is devalued. Evcn !'llls that i,lp()rt
inputs shoulrl no1 sull'cr fronr Ihe
chlngcs, ls nxrst o[ thesc cntcrpriscs cur-
re,rlly iInport at the swxl) ccntcr rJtcs
ratlrer than tlrr official ratc.

New rebrms

wlrilc rescinding sornc of thc 199.1

'ntacrocontrol nlcJsu rcs. thc plcnutl
stoppcd slron of advocating an all<rut.
fast-tra<k appnuclt to economic rcfirnns.
Grextcr progrcss on pricc refornrs lirr
comnrr ities such ls coal lncl oil qes af-
firmcd ls a goirl lirr 1994, l)ur tfl.rly r)Ilr-
ket-drivcn priccs lirl ell prr ucts antl in-

puts :tcross irll sccl()rs renlain a long-tcrnr
goal. -l hough lleijing rls() cndorscd
greJlcr privrtiTJli(,n of slill( cnt(rpri\cs.
thc ann(\rnced cnterprisc orvnership re-

fonns enxrunted t() lillle m()rc than gl()ri-

fiecl lrond issucs, and n() tiorctal)lc for
largc-sc:rlt' stru(tural refi)rn)s was givcn.

1'trc plenurr sct rhis )crr's targcr li)r
ec()nonric gr()$'lh at 9-10 Dcrcent, hut
coltstul provinct's sr,r'nt to lre trrking
Dcng s latcst cnd()rsemcnt of fast gnr*th
xs:ln invitation k) pursuc much higher
ratcs. A new c('()noDric pusll. lh()ugh,
may n()l c()me 1\'itll()ul clsuJhics- Acc()rd-

ing l() thc Slrtc Stiltistical llureau. thc ur
l)iln i,)fl.lti()n in(l()i lrit 21.() pcr((.nt rn

N()vtrrrlx,r, c[.spit<, lrruc,r r:rt(,s in prcvi-
ous In()ntlrs. Ccntrll officials have rqxrn-
cdly irnposed pricc contr()ls on 27 c()m-

modilics. inclucling ric(j an(l p()rk, hut n()l
lxli)rc pri(es o[ grain, ricc. crxrking oil,
ancl cggs jumpcd J0-.10 l\kenr in cirl)
Deccnrher as fxrflrcrs stockpilerl conr-
nrxirli(:' in Jntk'il):rlr)n ol ltiglter pricrs
in thc ncN ycJr. I hc cosl ()f cl()tlring rnd
(,lhcr (r'n:lrn('r g(xrtls is Jlsr trn tlts rise

as url)ln ds'cllcrs nrsh to lruy goocls llc-
firre prites risc cr,cn Iinlrcr.

lU()sl Jnrl)'sts rrnuin sk(plical ()l lhc
g()vernDrcnt s :ll)ility l() usc ,n()nctary
lev( rs l.' I)rc\( nl rnfl:rtrr,n l-r{,nt gctting
(\'(n \\r,rsc.'lh( r(irl (lll(\ti(,n. tlrcn. is

u'hcther infl ationlrl' prcssrrrcs rvill lirn'c
BcijinS to takc u heavicr-hlndecl up-
proll h ut a htcr r.Lrtc-

- 
I'll d d .,t tk,\:l(r'Dst),t )? 1,tl
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(lu xirn(l)rng, e rvell-knoun

l>unking anrl lcgal expert. cliccl ut
irHe ltj in Novcnrbt r. Gu. wlro
u'orkt,rl ftrr nrany yclrs uith thc
Itlnk ()l Ohinx. i()incd tlre (lhinr In-
tcrnirti()nJl'frrrst ancl Invcstment
(i)rp. in l9r9 xnd also foLrndt-d en<l
stn'ctl lrs ;l stni()r pil n(r ()l tltc
(l&(l h$ ()lfitc. (;u.:r stxunch sup-

Jroncr ol thc cnlcrgenre of a nrorc
()l)cn (llrinJ. helpccl cl,,'r ekrp closer
lirs l)ct\\'ccn lllc Chincse lnd l S lc-
gul crrntnurnities. IIe rvill bc sorely
rr)issc(1.
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In l)ecetnhe,r, Moody s Investors Scr-

vice conclutlcd that East Asian countries
havc thc' slrongcst medium- und l<>ng-

lernr (rutl(x)k for credit strength of any of
thc world s enrcrging rrarkets. China and

H()ng K(,nE lroth rtteired A3 sorcrcign
frrrcign cunency dcbt ratings, lower thxn
Singapore (Aa3), S()uth Korea (A1), and

' Malaysia ancl 'l'hailand (both at A2): hut
higher than M<xxly's sovereign ratings lor
rhe Philippincs and thc company s ratings

[rrr cmcrging nrilrk(ls in Latin Amcri(
and t:irslcrn ELlr()pe. No ratings were
given f<>r 1:riwan an<i Indonesia [rcausc,
ncilhcr country has any k>nds outstand-
ing, Ihough rhc generally positivc
Ik>ody s outl<xrk likely applies to both.

'lhc rcpon srid thc ('gion s vinu()Lls

cyclc of g(ruth" jtrstified thc high r:rtings.

tligh s:lvings ratcs ancl expon-orienteci
devckrpnrent in the six Asian:lrc:ls c()\L

crrcl by tlrc suncy augur rvell for future
gft)wtlr ilnd prospcrity. At thc slrnc time,

Mtxrly s wrrrnccl that in!estor confidencL'

in tl)csc c()untries cotrld l,)e thrcatened by

incxpcricncccl bank managers rnd reSu-

lators, lack o[ slrong crcdit cultures. xnd
prxrr lrorrowcr disclosure provisk)ns xs

tltc ltrghll rr.gtrlltr',.1 b:trrkrng sy:,tcnrs in

thc six:rrcrs liberrlize. Nevenhelcss. thc
in\'cstnrcnt scn'it'c rcnr.-rinctl (,ptinri\ti(
alx)ut thcsc c()untries k)n8-lenn gr()$1h

Prospccls.

- t't.\y

Iirnrs havc inveslcd in 801 China pro-

iccts \!orlh ()ver 567 l)illion. Sevcral
Ilong K()ng c(nnpJnies hlvc invested
llx)rc lhxn Sl0 hilli()n clch in (ihin:r.

Mtrcll ()l tll(. nrrrney h:rs t.ntlt,rl rrp in
(;u:rng(l(nrg Pr()vince.

Reverso I of Fortunes
l'cr caDita inc(rne in H()ng K()ng will

surpass that in l]ritain \&ell lxforc 1997,

according k) L:lw Cheung Kwok of South
(lhinll llrokemgc in tlong Kong. Llrw pre-
(li(rs rhxt if l'long Kong s popr.rlation

Ir()\\'tlt r('rr):lin:\ lrru' .rntl c<<rn(,tttic

8ro$tll .t.t)r.tron8. Pcr (lpll:l ln(()ln( ln

thc teffit()n'c()old rise bv akrut 16 prr-
ccnt pcr ycxr. pufting iI on par ri ith thc
[ ]nitcd Slltcs:rndJapan b], 199f.
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Com rehensive En ement:
ClintoNS New Chin Po !cy

While the President's more constructive opprooch is good news,

his Moy 
.l993 

Executive Order continues to threoten MFN

ashington has norv lrtgrrr'r

l() s\4ecten iIs harnd in
dc:tling \\'ith (:hinl. Aicr
months of int('r-xgen(_v
IIS governnrcnt p()li(y tlr

Iting ofli,rcd to lessen thc sting of tlrt'
trll:\ clul). Conversell'. thcrc is also tltc
(J)xn(c th:rt thc tough txlk llighl spill
ovcr inlo lrr<lader p<llitical contcnrs.

Why the chonge?

(lcnxinlv, x chlngc in 1'xrlir.y uas witr-

trnlccl. (llinton s revanrpctl tlcti( r'cllccls

ru rc:rlization rvithin thc []S H()\'crnmenl
lhll lhc prcvious policl o[ rlicks arrtl
nn)rii sti(ks h:rd liilccl.'l'lte conslunt er-
t'hlngc of tradc threats arlcl cottn-
lcnlrrcels so stmined the (,\'cmll sin() [;s
rclutronsltrp thrtt tlrt' likclrlrrxrl ol'(.lrtrr s

nrccting I S rxpeclalions on Irunren riglrls
.rntl olltcr rs.uer lt:trl gr,'$'n rlin). \in(('
tltc riolt'nt .'ritr'kck,$rt ,'rr prol('\l(r\ in
-lixnrLnn)cn Squrre in ,lunc l9ll9. Sino-tiS
r't,l:rtr,rns lrrrl. in lll('1. l)((n t.rrrglrl rn .t

drlvnu'lrcl spiral. I'rcsident (:lint(ln s l\iiry
.18 Ilxccutive Ortlcr cffectivcly riskccl

fushing (lllinx inlo a c()r'rlcr l)v lllreiltcl'l
ing to srrsprnd normll tr:rding rclations if
(:llinl l.ril((l l() respnr(l l(, \xJsl)inglrnr's
unil:rtcral clcnrentls.

V'irslrinl.lt.)n. li)r rl\ p.rn. lt.ts t,on.rs-
lcntlv ( 

^'crcstirl)iltc'd 
the ler rr:tgr' it holtls

\\ith thc IlF\ thrcal. In rhis high-strrkcs

grnrc o[ trl!'N chickcn. cuch sitlc rirks
ulrtlcrcstinrrting the othcr's rcsrrlvc to
stirn(l I)) its p()siti(n. ll. in lJ(1, cithcr
sirlc culls thc other's blull. thc cntl rcstrll

nould l.le self-dclceling li)r the cc(,n()rni(
lntl p<lliticll egendas of lxxh sirlcs.

(;linron's net| polir'l ()l"cornprehcn-
sivc engagemcnl t()\\'ur(l Chinir \\'Js
lirnnecl to lc'sscn thc risk ()l nris(JlculJ-
tion by rlevekrping r nlrrc cvcn-lrande<l

approac h for con<lucting relxli(rrs. \Yllilc
llS c()n(cms ()vcr (il)inl s l)ur)lxn rigllts

I)rxcli('es remrin Jn intp()rtil,tt ((nnp()-

ncnt ol the overall packagc, thc' ncs lp-
proach pals closer lttcntion than lrt'lirrc
l(, Arr)( riCiln rrrrtrrttr'rci:tl :ln(l :\lt:ll('llr( in-
tercsts in (-hinx.

Nuts ond bolts

'lhc lre$ Chinx p()licl' in.()rl)()r:lles ll
,.lrrrng,. in lxrth Il(li( i' :rn(l l()n('. I lx Pri-
ot;r11' (()ntfx)nents ()l' the nr\ ilpl)f().rcll
cun llc elsily cet:rkrgrrecl, althrnrglr nxrrc
(lilli(ul1 lo gurrgc is hou'scniol unrl
rvoiking-lcvel (rlicirls in lxrtlr gr;vrrn-
nrcnts \\'ill clrrt llte rtcu' pnrgrrLrn for-
rrurcl in llrc c,'rrring rrrorrtlr:.. Ncr Jr,irrts
of thc (llinton plan inclurlc.r

I Rcalhnling ['S il(c('plxn((' ol' lltt' ons
(lhinx p()licv
I Reassuring Chirra tllil thc I nilc(l sllrcs
rc(()gnizrs it is xn in)l)()nrnt rcgirnrrl lrocl

61,'lr.rl pl.rrt,r.rnLI rlr.rt tlr(, l\u, (,,unlric\
slrarc cornnton intcrcsts ancl c'ortccrns

! llrsunring high-l!!( l (rtntl.rs \\'ith (-lli-

rtcsc officials, inclrrrling rlirccl n)ilitirry k)

wilrd (lhinx erncrged in latc Scptcmltr
I s!., I'h( al)R. Noveorlrrr'-l)cccrnlrrr
199J, p.,l). ln (()nlrrst to thc prcvi{)us I lS

I)()siti()n. whi.lr rcliecl on thc thrcut ol'
u'illxlGtu,.l ()l (lhina s Most l:r\'oft'(l Nl'
ti()n (Ml-'N)slitus 1o accol]rl)lirl) lr5
gr'.rlr sitlr rcgJr(l t(, (:hinir. (.lrr)tor)'.
nc\\' stftltegv p(nrises a nrorc halanc<rl
appn r:rch.

Ilxhn.cd or n()t. thr nes'p()lic\, still
mrrst clcal uith turr frrnclanrcntul prob-
lcnrs. firsl. (hc I'rcsidenl s \lir)' ly)J I\-
ccutiv('()rdcr. wtich conrlitionccl IrS t,r
t(nsi,llr ol Mlr\ Il)ls )(':!r.,rr Il('riirrS\
l)r()gr(ss in rllccling huoun ri!lht:, c()n-

ccrns. ltxrrns over tll l)ilatcrll issucs. (\nr-

stlirining ncg()tirt()rs frorn pursrring ntorc
rrlrnort r,lrjtrlitcs. Ser'ontl. tlt(j Arltttittis
trilli(nr's p()lic)'ol talking tough on tlresc'

slxr'rltt'irsttc:. strrlt lts rrt:ttket rircr.. itr

tcll(,( tuJl l)r()l)cn)'protcction. lnd lcr
lilcs. nrxt, lx'unticrmineti hv the tlrrrols

f Richord Brecher is director of busi-
ness odvisory services in the Council's
Woshing0on, DC office.
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milil:ln dis(ussi(rns

I l-ihcralizing rcchn(ro8y ((mtr()ls f()r (lS

exp()rts l() Chinir

I lilipxnding finrncial supp()rt for IrS

exp()rts lo Chin:r. inclLr<ling tls Exp()rl-
lmp,,n lhDk fin:rrr< rng r rf t 5 I):lni( ip.llri,ll
in nuior proiects in China

\\'hilr cxtcndinS thesc gcslurc.i ()l
frienclship. lh., nc\\'Clinl()n polic) slill
unclerscorcs lhe I)residcnl's rrsolvc I()

nitlrrlrrrs' Chin:r's l\lljN trrrrling rights rn

.lulv l99r if he cxnn(rl certilv thrl overall
srrlrstlrntiul pr(,l.lr( \s hJ\ lrccn rnlr.k rn

meeting the con(litions ()ullincd in his
Il:ry 199.'l EYcc(rtirc Ordcr.

Ihe ffnt steps

To rllrte, the US g()vemnrcnt has ltgrrn
tr) nrr,\'e rhr..trl s ith n).ln) ()l rtr
promises. At the c()nclusi()n ()f llre AI'E(I
mccting in Se:lttlc (.ree p l0), Presi(lents

Clinr()n rnd lilng mct face to lace firr thc
firsl tilr]c, nurking the first hilrtrr.rl )c(t-
ing ll thc presi(lcntial levcl since l9Uu.

Ministcrixl-lrvel mretings l)ctween Clin-
tun,,lfr<i:rls .rn(l tlrcir (r,unl(rlurt\ in
Chine hlve :rls() lrkcn plltcc. Nlilitarv-to-
orilitary conlacts wcre reslrrned in lxlr
199.1 when Assistrnt Sccretan'o[ I)e[cnsc
Clr.rrlcs Frecnt.tn ri\rtc(l (.lrn.l: .r .lorrrt
C()n1r)rissi()n ()n l)rli'nse Industry C()n\ cr-
\i.,n Ir.ry lT( iniri.rtr',.1 in thr'rontinE
m(Dths. 'l'he (llinlon Adorinistrxtion h:ls

also hinlc<l it is prep.re(l to undert:rkr
nn (l( \l slcl\ t, r r('rrl(,\'s lliln.rrrrrlsn.tnS
gerccl slrnctions {)n llS'l'rx(lc f)evel()l)
mcnt Agcnc! pr()grxrrls in (.llin1l xnd nrlI
alst; pursrre lihcrulization ()l e\p()n c(n-
trols on higlr-tcclr sules to Clrinil.

The morths oheod

Vhilc thc neu (llinton rgendr li)r
Chinx xppears pr()rnising (xl nrxnv lcvcl5.

conrprchcnsivr rngirgenrent is still harn-
perecl bl the [-xc(utivc Or(lcr. \\lli(h
nranclalcs pr()grcss jn CI)inl's hurniln
rights prilctices. l)Lrring llis Novcnthcr
rrrceting r\ ith.liing, (ilinton tric'tl to nr;rkt'

the li)(c(utivr ()r(lcr s()Dre$'lrlrt r))()rc
palalublc to lleiiing l)y rcassuring.lilng
thilt US ()l)jc(ti\'(s nrav lrc satisficd lrr
xcting \\ilhiD Cllinl s .'xisling legill s\s-
tcnli hcnce, llcijing neecl n()l rclersr thc
rcrtlict ol Tianunnrcn or be concernctl
th.lt rll(j I niI(,(l \lJIe\ i\jcks t(, rr((l(ll( i

Chin:r's intcrrrrrl ulluirs
I lrc Wltitc Horrsc rs L,r,krnS lor r.ltrn.r

t,, .rrltlrrss tltrLt: (rili(rl \ll \ (1'ndili,,ns

q,hich u'crc discusscd ;.t thc Clin()n-.lixnla
mecling:
I l)rovicle access t() plis()ns hy the lntcr-
nationxl Conrnrittee of thc Red Cr()sri
(ICR(]):

The Chinese

leodership seems

genuinely interested

in the new initiotives

ond in repoiring

biloterol relotions.

I Ofltr an :rcc()unting of lncl rc'lelsc ol
spccificd p()liti(al and nlligi()us prisonersi

lnd
I Entrr into <iirect negoti.lti()ns witlr thc
Dalai Lrnra regarcling his evenruxl rdun)
ro'l'ibet.

Chinese oflicirls harr: raisccl justifiablc

c()ncems lhat i[ l]eiiing nlccts tht- con<li-

tions ()n this occasion. therc $ill be Ii[l(
1() sl()p wlshinSl()n fronr coming ()ul

\\'ith nc$ irnd dillcrcnt condilions in lllc
futurc. (llint()n hus cotrnterc<l lhese ('()n-

ccnls, lrowevcr, \\'ith IlLe pr(rrrise tllll if
Chinx,]l((l\ th(. 1)re:,(,nt r'i)nrliti{,ns in :t
tinrelv hshion. lrc is prep;rrcd to extenci
\4F\ h,r I99i \\ rlln)ul n('\\'( r 'n(lrti(,n\

T() (lxte, Ileijinll s rcsBnrse t() []S (\'cr-
trrrrs lr.r. lrtcn rrrrst,cl \\ lrilt, rn.rinlJrninB

:l l(,uFl) n(8r,li.rlrng \t.tn((' .rn(l rcltl\ir)Ll
on prin(iple lo c(nrsidcr lht notion ol-

cliscrrssing Itl!'N ('()nditii)ns, thr Chincsc
lc:rdcrship seents gcntrincll inlrrestcd in

thc nc\\ initixtives rncl in rr:pairing bilrt-
erll rclrrtions. Chinx's f'()r(ign lVinislr)
hls cnterctl into nc{oti:ltions $'ith thr'
ICRC ()\cr tlrc issLrc ol ll((l (lr()\s .r(cc\s
t() (lhin('sc pris()ncrs. rncl tl)( [ nit((l
Stetcs anrl China hlrve rn)w r('srrnc(l l)i

lrtcul tltlks on hrrrnen riglrts issuo,.

lkrs l:rr :rncl horr [:rrt (.lrine is pr'e-

p:rrccl to nrove rrr no*'lrctorning tlre
crili(rl (lucsti()ns. -lhc llS Stillc I)cl):lrl
ntcnt':' rnnuill hr.rorrrn rights r(ln)n is (hl('

to lrt, relcrscrl in lutc .Jlnuun. uncl thc
IloLrsc ol R(pr(senl:rtr\'('s !v':rys lrnr.l

trlcxns Sul).(nrnniu('e on 'llrtlc s ill likclr

hol<l hclrings in cxrl) Fel)ruan on PRC

compliance \\'itlr thc Exc(ulire Or(lcr
con<litkrns. Negrtivc findings will makc it

lhat rruch morc <lilficult lin Clinton t()

iusrif)' cxlcnsion of China s llliN st.ltus x

Dlcrc thrcc to ft)ur nronths lillcr.
l',,r l'\ (('nrnJni(\. lhc.rnntr.tl rr\xu

of Chin.r's !1F\ stetrrs heightcns busincss

risks lnd constrains the free pursuit of
comrncrcial opponunities in (lhinr. Like-

wise. thc MFN prress keeps I lS govern-

ment trlde neg()tiJt()rs Irorrr cfli-cti!clv
addrr:ssing legitinr:rle tmde concerns srrch

as nrirrkcl irccess xn(l intellectull propcrty
rights. ltcause lr()uhle in an) singlc. arcu

couki poison the ilnrosphcrc lncl funhcr
erodc (knlestic politicrl suppon lirr thc
cornerslone issuc IUFN. 'li) (latc. lhc
busincss comnlunitv's enthusi:lsm an(l
suppon ti)r USTR s rDdrket irc(ess nrg()ti-
itions hirvc lTccn sl'tarply mutecl by
brolclcr lnd clecper concerns that srrp

po( li)r tSTRs yrositions uill lirel rnort'
gene(rl rtnti Chinx sentim(nts in thc l ls

8()venrorsnl.
Bul thert'are ()thcr t\\'ists lrnd tums t<r

the IIFN picturc. IiSTR continucs to ncgo"

tr.rte.r6grr.,ssivt,ly uillr CIrinx on lull rrrr-
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pl(ment ti(nr ()l ptu\iousl\ sign((l ir{rcc
nl(.nr\. .ln(l I Slll .lr)rl 0rl)cr I s.rBt, rit,r
llr( ncg()li:lling a nc'u' lrilatcr'ul tr.xtilc
llgrecnrcl)l l() rcph(c the acur[d sclred-

rrled tr erpire rl lhc (n(l trf l()()J. llrc
tlrreul of J()l suncli(rls, ilnd, or rr

rrnilatclul l lS decisi()n lo cul
(:hinil s l(')itil( qu()trs. rrrukl trig
g('r [rrgcr lrxdr wlrr xrkl w()Llld

.(11:linly c(nnl)li(xtc tlrc,.urclirlly
t lrr rrcogr:rPlrt.cl q'altz s lrir h q ill
lx nrccssurl li)r 111:\ l() l)c rc-

[(.\\.(l in ly) r. N( )t r.lnlil (]hi,r.r

lrrlit'v rrlvlrncr's llcyontl this :rn'

rrrr.rl l\llrN r(rir\\'(Jn llrt I'S
g()r( rnmcrrl t'I[lctir c'lr' prrlsuc
rrrr (rnrrnc.n'i:rl intcrcsls $ ilh()(rl

rh( li':rI lhxt inrlivirlrLrl rlisPutes

\\ill cndung(r rhe cnrir( lrx(lin!.1

r( Lrli()nship

Whot needs io be done

Chino is now our

fostest-growing export morket

ond represents o criticol

strotegic morket for o number

of key US industries.

ilclltc t{) thc Ad )inis(rillir)n thc
iotl)()rlancc ()l' orrinlxining il

str()ng [:S <'orttrncrcial rcllttion-
shiyr $itlr (lhinxi l() t'{)nvincc
nl( r)tl)crs (r-(l(r)grcss l() supp(x1

an cxccLrtivl: l>ranclt lccl (lhina

lxrlicy thet cl<r's not pi\'()t ()n lhc
l\,1I:N issrrcr un<l to r.rrgc tlte (-hi-

ncsc, to pluy lrall u itlt Vlrslting-
l( rr.

l S olficials und thc prrblic rt
largc all ncc'cl to llc cclu<'rttecl on
(;hiD:l s imp()rt:rn(c t() US cco
n() ri( xnd I)r)lilicxl inlc.(,sts.

'lhe Counr'il hrs ulrr'uvs ltlierctl th t

rllr(hing (r)nditions t() l\l[:N r(,ncrvul is

ncithcr :r1-rpr<4rriatc nor cflfctivc. lhe cl:
lc(tivencss {)l thc c()n(lili1)n:rl lUl:\ an-
prrlch hlrs no$, frccorrt il criti(xl issuc:

tl)( Adolioislr.r(ion is b:rnking on Ihc us-

(:llinx is n(^\ ()ur lxst(\t-gr()\\ ing c\p{)n
rtr,rrkct :rn,l r(l)r( \(rrl\ :r ('rilx'xl \l[.rl('].lx'

nrarkct lirr u nrrnbcr ()l kcv tr\ indu\-
trics. l-()ss ()l il('ccss k,llli\ nllrrkcl \\1)ul(l
,1'\l l 5 ir!l)\ x!1rl i(r,l).r(li,/(.,nrr.rrrll)t,ti
ti!(Iless in i)ilrkcts xr()und the gl()l)c xnd
hcr('al ll(r)rc.

Ilcrnlrcrs ol thc IJrrusc of Re1>rt.scnt:r-

tivcs slr(rrrkl be prcsscrl l() i()in llcprc
s(ntiltives , rtsr.ri. llxrnill()n. iU(l)cfirn)lt,
K()l)ctski. irnd ()lherr' \\'lx) lxrlcllv cstrl>
lisltccl the (i()ngrcssi(nrl Task [irrcc on
tlS-(lhinr l'(ricy-a gr()up that l)('lieves
tl)c cxecutivc l)nnch rcqtrircs Dr:lxin)uI]r

llc\il)ilitv I() irrrplcnrcnt l nurrrtcd lnd
cllcctir.e Olrinl policv.

'llrc Prcsi(lcnt s Ml;N tlrcision lirr 199.i-

95 rvill l,te unmrtrncccl rrnrlcr intcnst,pul>.
lic ancl congrt'ssionul :,cnrlin). U'l)ile rle
h()pc the I)rcsidcnt u,ill cxtencl MI:N n'ith-
()ut conditi()ns, ()nl! (:hinx. :lt l)rcsunt.
Itas tltc <aplbilit,v l() nt!kc such ir r)r()\'e
politicalll l<r'eptablc hcrc in V:tshington.
Much ol tlrc solution lo the MFN issrc
lics in Chincse hands. ancl Briiing must

lr nradc to realizc tltat rrll progress on e

vrrricty ol issucs of contc'rn to tll(' []S
g()vcrnrrtcr'tl ntusl l)c,rrlde 1r) cnsLlre
lrorrhlc frct cxtcnsir)n (r'IIf\.

llcrein lics lhc ultinlxt( d.lngcr, irs llci
jing cann()t lrc rcliecl upon l() d() wl)ilt the

I nrt.rl \t:ttr'. t,,nsirltrr tlrt' ngltt tlting
llt'r1rn6 $rll ir('t ir\ rl \(('\ JI)pr,'l)rr.llc
lustci on its inlcrnill l)()lrti(.rl crxrccrns. Il
N4lrN is tr) l)c r(,nc\\'c(l lhis )'cur. it will l)c
l,rr.rrrst lk.ijirrg tl,,cs rrot frnrl \rrslring
krns dcntlnt!: c()nt(ln l() its (^\n inter-
rsrs. Ir is to() eirrly k, (cll. llt)ivevcr. il this
i\ llr( ('.r\(. i

MerxraND PRESS DTGEST

\Wr lrr oLrR SrnlscRtllll{s Do rHE TalrtNc
_F()r ks :rl)iliry () dclivcr:r ueekly sunrmrr_r' r)l ((nnrrer.irlh sensitiv(j ncws ()n ChinJ

I hllvc f()und M:linlxn(l l'rcss l)igcsr I() lr idcal.

Lijtot.lA, Difttkr-oJ (.l1i .t dtkl lk)itglia. Aneicatt LVrl\\
-(ixr)prchcnsi!c. (1c:rr xnd cr)n( i:{, ... rc'(IriR tl readin6 lirr businesx s striously

comnrittcd t() Chiftr _ 
Ircttr- Kdl.t. Iht"cfi,r. (;tc AL\lLx)rn

''(i)nlxins h()sl of vxluxl)lc inli)fl uri()n on th( lrrge an(l (v(r changtrg (lhinrl nrrrkcl

lruid l;t. ,\lu,taq.,r L:l1i,kt olx,tuliol\. .\u itr' furcilic
_Rcrn()\'cs thc li()n's slurc ()f(nrr \\1,rk in rhc rnli)fln.lli)n grthrring pr(xrss ()n (lhrn.r

l.L\t )tl Ktt \ )h. llL\ )tkrn i( Allror, c:i I ilxot b

l-cil(lin!l (1)rp()mti()rrs sul)s(ril)( l() Mrrinlxn(l l)rrss I)ig(sl ils it l)rings tllcrr) th(
ncus (rr (lhiDil lh(,y (.rrr D()l :rfli)rd t() n)iss V'ltcllrcr ils nc$'s ()D j()int

vcnturc\, c()nlr:l(ts. tcnclcrs, rcllrrl:tton cllllnges. rnvcslrtrcnt ()pponuniti(\
()r l ('()nrprchcnsivc lrrtektlrsn ()l indLrsln nc\\'s:

JUllinhnd l)ress l)igcsl lllls it lll ir'r orre timcly s'ecklv surrrrnrry.

All \'11)Rltis c,\ l'l:( i( )RI\tat) ll\- \t,\RXI, t \l.ctl)R. IrRtili el lRIl:ttl' I\l)u\.

IrREE'[Rr^r. lssurj'lljr.[pr()\ri (U52) tt(r5 500(r oH lr,rx (u52) t]65 5ti35
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sull)l)ti()n tlrxr thc tl)rt.it of \11:\ rvith-
rlresal. corrplecl \\'ith tllc prlrnisc ol rn
rrrrpr,rvcrl,rrrrl rtr,,tt' r'r,tttnrclrctt.irc
slllnrgic tuLrli(nship. is sullicicnl le\crxgc
lo ('n(()LrrilSe (.lliftl I() tlrkc tht ne((]\\ln'

rt(l)s t() nr(!1 (llinton \ |\c(uti\( ()rdrr
.()r(liti()ns In tlte firtul ;rnll,vsis, tltough.
llciiing rL n)rins firntlr-und s()nrt'$'hll
tr nir.r llr --lplr rsccl to tltt usc ol tr'ltrlt es

:r sr':r1xrn lirr' politicel puryxrst-s. 'l Itc yrr-

lrli(,rl \tt\'Lc*i,,rl lrr,\(s. trt)(l(rrr.l\ itl
ll( iiing funlrcr rrDslrJin\ (lhiD('sr l(Jders
ltr]rn xpl)(urirlg trx) a()rDl)liint lo lin'crl.lrl

rk'rlrntls. \\'lrtlher Ilre lcrrtierslriP rts il

us in Chinl s hcst inlcrcst to qork \\ith
Vashington will lxconrc apparent in thc
c(nning nlonths.

Thc task lirr US RrDs in 199-1. lllcrc-
[<rrc, q ill be tllreelbld: t() c()nlinuc l() re-
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A @EASTERN AMERICAN
Z\

BUILDINGS

Eostern Americon - the lorgest desi
in Chino - will provide you with the
Chino.

lndustrial ond Commerciol Space in Chino
gn/builder of industriol ond monufocturing metol focilities
full ronge of services you will need to get estoblished in

-+ Build to Suit Construction

Flexible Monufocturing
Focilities

-,{-. High-CubeWorehouses

Multi-Use lndustriol Pork
Development

Eostern Americon hos offices throughout Chino ond fully troined consfruction teoms
hondling erection, supervision ond on-site logistics. Our design engineers provide service
occordihg to customer requirements. Post-construction service ond mointenonce is olwoys
included in the Eostern Americon building pockoge.

Our metol moteriols ore supplied by Stor Building Systems, o worldwide leoder in the supply
of pre-engineered metol building moteriols.

Foreign joint-ventures ond Chinese componies buy our products becouse:

+ Price is competitive with locol olternotives

+ Completion time ond budgets ore corefully controlled

-+ Finished product is hlghly efficient ond eosily molntoined

For further detoils or inquiries, pleose
contoct:

Eoslern Americon
77 Ook Street
Newton. MA 02,]64 U.S.A,
Tel: (617) 926-4025
Fox: (61 7) 9?6-3562

Sulte 301 . Equotorlol Complex
65 Yonon Rood
Shonghol. Chino
Tel: 86.2 L248-8930
Fox: 86.21.248-.]834

Stor Building Systems
Tel: 800-654-3921
Fox: (405) 636-2037
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Chorles E. Morrison

ls APEC the woy?
jrrst-conclr.rclcd sunrnrit nrecting \ ith
othcr Asiu-l)rciflc lca<lcrs uoultl l:lc re-

nrcmhcred ls very lrist()ric. Allhougl')
Ihc aetual :rccornplishnrcnts of the sunr

nrit u'ere lcu'. it is <lillicult to quihblc
\!ilh Clinton s predicfion. The nreelinll
$'ls signill.xnt simply lrcrLuse it nrarkcd
thc first gathcring of so nrxny Asir-l)acific
L,lrltrs. inrlutling tlt(,:'(' fr.)m th( rcgi(,o 5

tlrrcc grcat l)owcrs-(:hina, Jepln, ,lnd
thc []nite(lSlrtcs.

Althoulall thc sunlrDit \\'is tcrnrcd an

inforrn:rl galhcring ancl olficially was not
<rrnnecled to the llfth annual ministcrial
ll)eetiog ol lhc Asia Pacilic Econonric C(]
opcration (APllC) forum thal trxrk pl:rce

in Seattle on N()vemh('r 17-19, thc high-
level mccting clearly hclpecl elevate
AI'LC s strtus rnd visil)ility. But inlrx)runr
quc'stions about APEC and the nrture o[
Ai.iir-Pa(rfi. rics rrmrin \Urll Al)h:(: or
()ther meerings of APE(. leadcrs rffect
economic'antl fx)litical c\-cnts $'ithin lhe
rcgion'1 More imponant fr<xn the perspec-

tive of US business, des President Clin-
()n s comnritment to APEC nrark a real

watcrshed in t-ls intercsl in the PicificT

New orgonizolior on the block

(:linton i' !tuc\tr' Jr Itlake lsl:rnd in-
ilrr.lerl Chinl s Prcsr(lcnt Jiang Zcr)rin.

lJpJn'\ I'rrnlc Minrstt r M.)rrltrr()

I l()s()k1lrr'ir. I ncloncsrr's l)rcsidcnl
liuhano. Austrrlia s I'rirlrc l\'linister Prul
Kcutrng. anrl lcJdcrs lr(rn six ()tllcr A.idn
(()Llntrics. l-ai$'xn and Il(nrg Kong \r,ere

rcl)r('scnlc(l lr1 k,nt r-r.tnking crrrn,rrtrrt
<rtfi< ials. in lr c()ncessi()n to Chinls ol>
jccli()ns that these tu,o ccon()mics did
n()l \1'arrirnl scparatc p()litical rcprcscnla
ti()n fiom thc mlinland.

Jr.rst fivc ycars ago, such a gathering of
lcadem woulcl have l>ccn vinuelly incon-
ceir.able. (irmpared t() V'cstem liur()pe,
rhc North Arlantic, ()r thc Americas, re-

gional co()pcrrtion rnr()ng Asia-l)rcific
statcs has ltcn skrn'to cmcrge bc,cause

ol the rellion s diversitv and p,olitical dif-
ferences anrong its lca(lers. [:or orany
ycars. Beijing and Taipci iruthorirics did
n(,1 ulk tr) crtlr,,thcr. n()r did thosc in

North and South Korex. A number of
Asirn a()unlricr, did n()t t.ren rctrrgnizc
cach othcr: China and South Korcir. lbr
cxrntple,,rnly csuhlislrcd full dipLrmatic
relations in lY)2.

Another ()bstacle k) regi()nal a(x)pera-

tion has be'cn thc reluctance of thc mem-
h( ri' ()f th( Ass((ialion ()f South(J\t ,t\ian
Narions (ASFIAN)--a regional group com
posed of tlnrnci, Inchrnesia, Malaysia, the

I'hilippincs, SingaporL'. and Thailand---ro
establish what they fearcd flright hccome
x c(rmpeting organizati()n dominatcd hy
l:rrger powcrs. In fact. Austrulia s first e[-

li)n in 1980 1o cstablish a hroad-bascd re-
gional organiz.ation tirr economic consul-
txti()ns xnr()nt Asia-l'rcific govcrnrnents
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r Chorles E. ilonircn is director of the
Program on lnlemotionol Economics

ond Politics qt lhe Eosl-West Center in
Honolulu. A former Senoie oide, hir
principol reseorch subjects include US"

Asio policy, regionol cooperotion, ond
Soufieosl fuio.

s ltc lcft lllakc lshnd in ScrI-
tlcs l'uget Souncl on Notcrtt-
Ilcr 21. Prcsiclcnt Ilill (llint()n

crrnrnrented thet in 10 vcars his



flounclcrccl hc(eusc of ASEAN opposi-
ti()n. \cvcnhclcsr. busincsspcople. lcltd-
,.'rttrts. .rnrl !(rvcrntrr('nl,,ifi(i:ll\ ir(1in8 in
personal, non-ol[icial c:rpacilics u crc
il)lc l() cslahlish a non-govcrnnrenlal in-

slilLrlt)n, lhe l)icific Econ()n)ic C(x)per:l'
ti()n (l()uncil (l'll(l(;). k) (liscuss issucs
strclr lrs trlrlc. agriculture. (,rcrg),. nrincr-
els. rtrr<l fishing (,'rt,lxrx).

Inirixlly, Al't-:(l c()nsiscd ol thc 6r'r-- rlc'
vcl()l'rr'rl countrics ()f the rrgi()n (ALrs-

tralia. (lnada..lapln. \es' Zcalencl, lnd
tlre I nitcd Stalcs). lhe sir ASEAN r]r-
tio1s. rn(l S<xrtlt Korc;t. In (lelcren(c l()
ASliAN, APEC \\'Js sel up n(,1 .rs .ln ()r-

grniz:rti()n. brrt rlthcr as a lrxrsc consrrl
t:lti\(. li,nrnr (n(, )Il)|:r'sinH rnntIrl rrrirrrs.

tcriill nleetings lnd a collrction ()l'

norking grotrps li)r discussi()n (rf trchoi-
clrl ilnd cduc:lli()nJl isstrcs. Il l<rrk ts<r
ycurs,,1' p:trn.trtkrng tlrpkrrtt.rcy t,r lrrirtg
China, leiwln. lnd Hong Kong iflto
APE(: ils nc$ ntcrrbcr ec()n(nrlics -lhctemls ,.1()vcmrrcnts' and countrics he-

ing talxxr becar.rse of Chinx's scnsitivitics.
,{l thcir fourth rneeting in 1992. thc

AP[.C miflisters finally agrecd on the
nec(l lo cstahlish a smxll sccretxriat in
Sing:lp()re to c(x)rdinate mcetings. Thc
LS g()\,cmmenr. rrtlecting APtiC s limited
role, lt present. has hudgetcd less thLrn

$400,000 roward the secrct!riat's cosrs

lhis fiscxl year-l percent of the $40 mil-
lion lhe Llniled states all(xlted to the
NATO C()uncil.

Ihe US role

Civcn the ren()us hisft)ry of Asia-l,ll-
cilic govcmmental instir,llions, l,residcnt
Clint(,n's -luly invitation tr) his fcllow
AsiJ-PJCific lcldcr,' to j()in hirn in Jn rn-

fomul lcrdcrship conferenc c folloring
the 5th APEC rninisterial mceting was
not without risk of rejection. Just one
ye r earlier, whcn Primc l\4inister Kcat-

ing first suggeslcd such a n]eeting, thc
prt'posul wes gcncrxlly rcgx(lcd xs in-

feasihlc.

ltat the APE(I lcaders, with the exccp
tion of Milhysia s Prinrc Minister Mx-
hrthir. rcrponrlccl p()j,itiv(ly k) Clinn)n i.

invitrttion rellccts tlre continue(l imp()r-
tancc of the []nited States in Asi.U,icific
aflairs. |or lr1()st Asiln leldcrs. the invitir-
li(rl \\'il\ $'cl((,rtt( [rrr its r[rttonstrllrrn
()f I S intcrest in llre region and for lhc
oPponunily il Silvc lhem k) s()ci:llize \\'ith
the nc!\' I rS Presi(lcnt.

APEC ministers ogreed

to estoblish 0n APEC

Committee on Trode

ond lnvestment to
I

promole on open lrooe

ond investment climote

in the Pocific Rim.

forcign uncl trldc inclustn nrinislrrs. Fi'
nlllr'. the lcrtlrrs rlcciclecl Io hold anothcr
suInnril hr c()niunclion uith lhe Al)li(l
Drinisterixl nexl l('rr in ln(k)nesix.

.,.ond symbolic

'l hc (llinton A(lnrinistr.rtion was
plclitl uith thc rcsults ()l AI'I:C vcek
in Scilrrlc. Thc )c(ting cnlrxncrd (llin'
lon s st!tture lrs ln intern;rlirrnll lclr<lcr
anrl proviclecl opl)()rlunitirs tirr bilatcr:rl
rrrectings \\'ith ifllp()rtxnt Asi n lexd(]rs.

inc[rcling,liai]g Zcrrlin ()f (:hinr ind 11()ri'

hiro I losoklLwir ol .lapun. 'l he Scuttlt:
rncctings also clclrh rstrhlisllcd A])f:(, xs

thc leeding regi()nxl inslirution in lhr
A\i.r-l',r( i[i(. { ,',,nll)erin! i(l(.r. l'rin](
Minislcr [4!lhxtlrrrs E.l5l A.i r) lil)nrrrir
C.tucus (L:AEC). hls not gottcn o[[ thc
grouncl llrgcll bcr.luse it cxcluclcs thc
North Anrericln c()untries. ln [lcl. thc
Melaysiln leadcr sccmecl barelv nrisscrl al

Illakc lshnd.
In addilion. Al'!l(:see,nc(l lo give s(nrc

imputus lo the (iA'lT llrugury Ror.rncl ne-

gotiati()ns. Flushecl with its neu.ly won
victory on the N()nh Amcrican Frce Tradc

A8r(,c!))(nt I NAf'lA l. lhc CIinlr )n A(lnlinrs-

tralion rrrived in Seattle hoping to usc
APE(: l() \pur f.ur)pcJn (()n('e\\ions in
thc Uruguay Roufld ncgotialions. said one
senior tlS official, "lf GAfi is a failurc,
A?!:C sunds out thcr( xi an llt(,mrtivc.'
Sincc APEC qill not bc'come a trade
bloc-at lsrst in thc foreseeablc futurc-
this "thrcat" rang somewhat h()llow. but it
did appear to irtlracl European artention
and thtrs perhrps contributed to the l)e-
cembcr LiS-E!ropean trade agreement
q'hich led to th!- successfirl <onclusion of
thc Ihrguly R()und.

Drcoms ond rcolities

llcli)rc the sunlnlil. Prcsidcnt Clint()n
prrblirly orrtlintd u numhcr o[ rspansirc
tasks l:c, hopes AI'li(: might hirn(lle in thc
21st ccntrrry. 'lhc'sc inclLrcle sctting rc-
gi0nll rlt'r'r'Lrpntcnl I)rtnrtr(s. (s(,lvinH
Irxd(j (lisputcs. negotillling c()mnr()n
tcl(jc(nllrnunicarli()ns standlrds, cnc()Lrt:ll.a-

ing opcn skies. and protecting the P:lcillc
cnvir()onrcnt. Ilut hc cli<l not fornr:rllv
pr<Dosc such l lisr. kr()\\'ing AI)F:C \\'.s
nol ycl r'cltlv t() (leal willt srrdt issu(s.
An (\'cn nt()re ,lrundi()sc sish-list sas
ptrt [or$lrd l)v ll)e Enrincnl I'ers(]nr
(lr()up, ir c()llc(1i()rr ()f ninr' l)usincss,

!i()\'crnrDcnt, :rr't<l ltc:t<lernic lclrlers. cuch
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fhe results: boh bngibh...

The AI'liC minislcrixl nrc({ing in Scxt-

tle an<l thc Ulakc Isluncl sumrnit pr()-

rlucctl rrsuhs th:lt \\'crc nl()rc prrrcclrrrtl
thln substantill. 'l he Al'li(: nrinistt'rs
egrecd lo:
l .\(hrit I\lcxi('(,.rrrcl I'.rprru.\crr' (irrrnr':t

in() Al,l-:C, thcrclrv erpanding llle gr()ul)

t() 17 rncnrhcr cconoo_rics. A lhree-ye.lr
m()ral()tium on ncrv rlernbers was ltls<r

estal>lishc'd qilh ()ne ex(cplion: (ihile
mal rppll,to i()in APEC nc\l year. An-
othcr fl)lentixl menrlx'r, Rtrssil. failccl to
apply officiallv und theref<rrc rr ill not lx
eligiblc r() join unlil xfrer 1996.

I Estahlish an APE(: Conrmittcc ()n

Traclc and Inveslnrenl t() pr()motc an
open trade and invcstment clinute in thc
Pacific Rim. Thc coonriltce has x l0-
point ..lrrrk pr()gram lo strrcly such itcn'ts

!s sinrplificilti()n of customs procedurcs,
hannoniz.ltion of pnxluct standards. and
the rolc r>f small and mediunr'sizcd cnter-
prises in regional trilde and investmcnt.
Thc <rrnrmittee rvill also lrxrk at CAT'I'is-
sues irnd trede policl'.
I supp()n thc clrly conclusion of the
Llruguxy Roun(l ()f CAI"I nlgotiati()ns
APEC members speci8c.rlly urgcd CA'l-l'
countries to impose n(, tariffs on elec-
lroni(\. pJP(r. \r'(xxl. i(i('nlrfi( equiP-
ment. toys. ancl oilseeil. ln<i kr ldopl
harmonizcd tariff.s on fish.

'lhc rcsults of the leldcrship confcr-
ence werc less cr:ncrete. Ac(rrrding t().r
previ<xrsly neg(ni:llcd s.ript. thc leaclers

ppro\'(d the crcition of a husiness tirnrnr
ancl an educatirrnal Ii)und:rlion. I)ctilils
srrrr<rrrntling thcsc proporiltls ll:lvc n()l yct

bccn rclclsecl. 'lhc leeders also tlecidcd
that AI'll(l 6nxncc rninisicr\ shoulcl nrcet

in the n(,xt fcrv nronlhs, cllcctively ex-
pxn(ling Al)EC consultations bctrrnd thc



The Seottle meetings

cleorly estoblished

APEC os the leoding

regionol institution in the

Asio-Pociflc.

nlti()ns &'rnt othcial, high lcvel ;tction
tri shou'lirr rhc timc. elli)n, aocl nroncv

tltcir governorcnts hlvc investecl in rc
gionulisnr. 'lh(, Asiirn lclclcrs. in <rrn-
tr:lsl. w-alnl to lirster nrutrtlrl trndcrstlnd-
ing and bLrikl c(nr bn, tlrc'reb.v sclting
the stage lirr private-se(t()r l)usincss to
trkc thc lca(l in crcrting an Asian-l)acific

c(nnnrunit). 'l-he Southc:lsl Asians l)oint
out rlrJl AS|:A\ lrc.'.rrrq tlr(: dtvrloping
u,,rlJ \ m,)sl .tt<r'r'ssfttl rcgt,rnal rrrg.rni-

zation largcll l)ccausc it elloq'cd <rrn

sensul! l() evolr'c slou'11, rathcr lhxn
lirrcing thc pace of instituli(mal devel()p-

ntcnl.

Wfior nexl?

'Ihc results of the AI'llc minislcrixl
arrtl lcirclershiP medilrg suglqcsl thill lhr

Asio-Pocific Acronyms
'lllc p"sia-l)icific regi,rn ltls a ountbct rtf
rrgional orglnizations tlut ditlc'r irr g<r-
gr,rphitul .r',rpc. lirnctirrn. rlcgrtt ol' in-
stitution.rhz.rlr,rn. :trtrl g,rr,r:rnrrtr'ttl in-
\'olvernent. llcrc' is u lrricf inl()(lu(li(xr
t() s()me ()l tl)c nt()st inlp()nilnt ()l lhcsc
( nl]rnizrrli(,ns.

lntergovernmental:
I ADB 'llrt' Asirn l)r\elr)pnr(rn llxnk
\\ls cstalrlislrt,rl in 1()({) l() prrvrcle rc'
gion:ll linirl.ing. \'irtu.lll! :lll .\siirfl
(r)!rntrics urc l]rcn!l)crs ( ilr(tr(ling Ollir'til

Jnd (.1)inr\c Ilip(i) Jn(l ,llJD\ n(rrrc-
gion:rl n:rt ions-int lu(ling lhc I nilc(l
SlJles-:rr( (l()n(n s. Il(1\\('cn l96lt-92.

thc A[)lJ ir:rncrl rrrr[t'llr:rn i'r.] l)illi{rl
t() luncl tlcrclopnrcnl l,r()jc(ls i,r Jl
(1,untri('s in Ilast unrl SoLrth \ri:r 'l-ltc'

Al)lJ s lrcird(lr:lners.rte in lUxnilu.

! A.PEC'lhc Asir-l'x( ilic licon(rli( C()-

r4reration lirrunr. cstrl)lishcd in 1989,

hus gr<;u n finn l2 t(, 17 nleml)crs. Il
holds lnnual rninistcrill rrcclingr lnd
hus l0 te(hni.xllt' ori(ntc(l u()rking
(rn)rnlittccs. h 1991. J snrxll sccrcl.rrirt
\\:r. (st.rl)li.l)r.J rn Sirrg.rl),,rt,. .rncl in

l99J an 'inli)r rxl lcu<lrrslrip trrnler-
(n('c \\.lr lltl<l in.t:'srxlrtion \\itlt it:
5rh lttinistcrial ilrccliI}g.

I rlSEAtl l ltr' \::, i. r.rt iort (,1 :, )ttll)c.r\t

\\|lr1 \illion\ \\J\ ( r(',rlt1l irr lt)(r- l)\

scvcrJl pr()-Vcstern S()uthcrsl Asiiln
(()untric:! t() l)r(nnote ec(nt(nDi(', s(t(i!1.

runrl cultuntl crx)pemti()n.,{S!:AN ntcnt-
lrl.15 Ilrunci. Intk>nusia. tr'lalel siI. thc
l'hilippincs, Singlporc. rtncl l lrailirnd
[c( cr]tl-v agrred l() cr('xlc an ASIiAN
['rcc Trcdc Arcr ( Al--l A). ASI]A\ lirr
cign mini\lcr:' nrcel Jnrluxll! \\'ith the

lirrcign rnini\tcrs ()[ th. tinitcd SI:ltcs.

.lapan. Clrurdl.,rrustmliu, \eu Zc;tllnci,
Sotrlh Korcl. :tntl lhe l-irtropcun ( orn-

nrunity in tlrc ASEA\ I'{ )st- lU inisl('rix I

(:r)fllcrcn(cr, ( ASIiAN-l'MC ). 'l lrc
ASll..\N Rcgi(,n l F()rurn (i\RI') is l)cinA

establishcd t() (liscuss sc(urilf i:'\ttcs
and in<ltrclcs tl)c six ASI':.\),i nxlir)Irs

1>lus Russia. Ohin:t, an<l Vicln:lrll.
ASIiA\ hx\ J :,c( rclarirt in.hkxnr.

I F.AEC'lltc llusl A5iir li!n(nni('(.uLr-
(us, il 199(r Proposul l:r',\lalrrvsi:ttt
I'rinrc llinistcr llahathir lor lirst AsiuI
(1)Ulltrics t() []ccl J,l1()ng lhcnt]cl\'('s k,
li,r'ge contnron posilions orr issLtcs of
rrrLrlrr.ll inl( t'(.1. ltl:' lx't'tt t'ncl,rr.,..l l,r
ASliAi\ to lrr r <rur.'us \\'ithin .,\l'll(..
'lhc Ilush Aclninistration strongll r1'r

p,rrcrl IiAl:t.. lrrrt tltr' ('linton,\rlrrrnrs-
rrxrir)n hirs t:rken r lrcrrtrrl vic\ 'lir
(lirt(. n() liAIi(: orgrnizili(nlrll nleclings

h:rve ltcn hr.'Ll.

! SPF Ilrt sr)ulh l'.r(ili( l'()rLr)r. ir

qrorrp nlrirlr inclLrclts .\rtstr'llil. \r.*'

Zeulanti. and l-l south I'r(ific islrn(l
nat rns end tcftit()ries. \\,lrs cstnhlishcd
in l97l t() lucilitrte crxrlrration end

constrltirtion in lrlcle. crrrnornic clcr'cl-
()pnlcnt, trinsp()rtiltion. torrrisnr, ancl

rcl.rlc'.1 .rrr'lr lt\ \(\'r'clirriill ts l(x:tle(l in
Suvrl, liiii. lrn<l tltc orjunizlliolr tnccts

lrnnu;rllr'.

Nongovernmental,
! PBEC'l'hc l'lcific llasin l:e()n(nr)i(
(i)tlnail \\'lls rfcxta(i in l9(r- lts l lirnrrrr

lirt lrr,rsincss lciJ(lcrs lr) di:i(uss issu(s ()l-

(r)r)lr)xnt (r)ll((nr. l)lJli(] xu(l its ntr)rc

tl)xn l.l)l)() nrc'rrrhcr Iirrrrs support the
clinrinxti(nr ()l' trJdc irnd in\ cstn)crrl llxF
ri(r: \\'ill)in tlrr rcl.lion. l)llll(l h.ls rr sr(-
returirt in llrrrolLrlu :rntl nrtrnltr c,rnr

rrrittt't,:' in stvctltl Asilr-l):r(ili( c()unlrics.

I PE(f 'l hc l'Jrin. Ilcr,!t(ntli('(.(x)lx rJ-

li()o (-()un('il. rr lirrunr ol' lcltlcnric r.

hLrsines:'rrrtn. .ln(l 8r)\crnrr)(nt {)lli(iirls
aclin! ir) t11!ir l)crs(n1irl cill)iicities. \\'Js

crcrtetl in l9tt(1. l'I(l(. solking grotrlrs
pror irh: enulrsis and ntlkc poli<r' r't'r.-

r rrrrr]lcnclirl ions l{) g()\crnrncnls in a[( :'

srrh :rs ecoorrrtrit' p<>lir't. trrdr, entrgl
rrrd rrrinerlls. ft:,ltcrics. rncl xicnr'r' rntl
trr lrn, ,l,,Er 'l'll(' r ( ,lln('il \ .(1'r('t.rriJl r\ []
Sinr.lrl)ore. l'li(l(l l)rs scvcrirl l,ltin Anrtr'
icx,r c(rnnritt('(s ind. unlikc Al'll(. ()r
l'lll:(: lls() hrs llu:,sirt rts l litll urr'tnlxr.

-a:hd 6 ll .lk ivnt

t2

sclccted fr(nl a tliffcrcnt AI)EC (t)unlry'.

llrc tPC urgul lllq ,rrcrrrl^-r c('(,rt(rlri({
to nrakc thc cstxlrlishn)rnt of a rt'gional
free-lrdde urcJ their ullirnatc ainr lnd to
llarcc lo sct x timctahlc in 1996 for
rchicving this ()l)jectivc l'hc AP[(] lcrd
ers ancl ministcrs welcrlrred thc lil'(; s

suLgcstk)ns an<l askcd thc eminent per-

srrns to spenrl rt str'otrrl vc.rr ronsiclering
m(n'c specilic proposals to realize the
goel o[ r:pen trlcle, but they failccl to en-

tkrrsc thc trcc tradc goul.

ln reality, APE(- $'ill ntakc progress

sk:wly. \(/hilc thc Llnit((l Stiltrs, Austrulix,

xnd Clnadr prcfi'r rapitl instituti()nilliza
ti()n and truns,i)rrnrtkrn ol APIC lror:r a

consLrllative lirrum into a lxrly lirr ectual

ncg()lialion on trade slrndards lncl r:lhcr
issues, thc ASIiAN c()unlrics c()ntinue l()

oppose such l nrove. l:rrgcl,v out ol llar
that tlreir influcnce qrrrrltl lx'clilutctl in
an ()rganizillion which in< lr.rtlecl :t nr.rm-

Itr ol nrorr. porverful <ottntries. Chincsc'

irn(l Jrpancsc ofhci:rls. ntc:rnstilc. sccnt

inclincd tou lrcl the ASIIAN |icu .

'lhc divisi(ln xlso rrflccts (ultur:ll dil-

fcrtnces. Lcatlcrs ol tltc AngIr-S:rson
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()rganizxtknr's instituli()nnl dcvcl()pmcnt
will c()nlinue t() nlovc Jt:l rrcllsrrre(l
pir(c- lir()rn :r l()ng-lrnD []crspc(1i\,(, lhc
olrin x('hicvcfilcnl nlxy well l)c lhill
lc:rclers lrgrcecl t() rlect lgirin nc\t vrar.
'lllis scts u prcccrlcnt: Iion) nou'on. no
nxti(nl \!'ill u,ant to hosl Al'EC wilh()ut
tlle gl()n'()l Jn xtll(he(l lcadership sunl-
nril. An(l whcn lclclers nrcrl. thcrc nlust
l)c s()nlctlling [or thenr to:lnn()Lrncc.
AI'UC r)lJy cvolvc gradu:rlh'. l)ut it \\'ill

Ii)r tll( (llinl()n Adnrinistrxti()n. thc
rcal clrullcnge nray lic irr rc-()rienting [;S
s()ciety t() trext Asix on e(luxl tcrnrs $ith
l:u()pc. l)cspil( thc sul)stxntiill) grcltcr

Portion of []S lrxde g()ing k) Asix thdn
(ilher Lxlin Amcri(a ()r liuropc. public
:rr'tcl govcrnmcnt rrnclcrstancling o[ thc
rt'girrn :rrrtl itr irllIr,,nenrt' ii clrll l:l(king.
I :,.rrltrrr.rl ;ln(l (.thni('ti(.\ rrc pr(.(l(rlli
nxotly \\'ith Wcslcrn F:ur()pc. irn(l th(
[]Diled St:ltes hist()rically hes irssociltecl
itr,(,ll \\'illl lt{ "n(,\' \\r,rkl" neigltlxrn in
lhc Anrcd('xs. Flven in lhc p()st C()ld Wxr
('rJ. tlrc Nonlr n rncri(.ln 'lir':rl\ ()rgJnr

zxtion rcnr ins l strong sy'rDhol of thc
I 
'S-Errr()pc ( onnc( ti( )n util(. Ill(. ( )rlaani-

zilti()n ()l Americrn Stillcs.rnd NAf-fA
link Ihe tlnited Slatcs t() (:anJ(la an(l
LlrIin Anrcricx.

The Inrnrp card f(rr Al,l.ic is thc (on-
tinucd cc()noni( dynanrisnr eviclcnt in
much of tlre Asixn regi(m. espccially
(:hina. Clinton usecl thc summit r<> em-
plrasize k) the American p(jople lhc links
l)t.twecn domcstic ccon()mic rec()very
and thc grouth of the Asia-Pacific coun-
trics, rrguing that cxp()ns to Asia, wlrich
have iumped 50 percent in the past five
yc rs, now acc rnt f(rr 2.5 million tls
jobs. 'l'hc growing economies of Asiil
$ill netrl imp(!rts fr('m indu:.trir.s in
uhiclr tlrr. trnir(d statcs is c(,llrp(titi\(,.
such as xviation. Ielec()mmunic:lti()ns,
environmcnlal tcchn()l()gy, c(),nputL,r
soliware, and financial services. Vhile
c(nDplinrenting thr Seattlc l)usincss c()m-
nrunity for ils inurvemcnt in Asi:r, Clin-
t(,n p('int(\l ()ut llrll nrLr('h ,rt tht, hrrsi.

ncss c()nrorunity clse'whcrc in thc I Inire<l

stalcs is not so cngrged.
'l-hc sunrmit rnccting may {ls() havc

krng lcnn <'onsttluences li)r futurc higlr-
lcvel US lttention to the regi()n. ln re-
cent yerrs, prcsi(lcntial illtcnti()n l() Asix

has l-rcn slxrrarlic I'rcsi(lcnt Bush trr\.
cll,,,rl to.l:rp.rn rrntl Chinrr irt Il)(. l)(,gin-

ning ()l his t(flI, l)ui (lid n()t rcturn l{)
tlrc' rtiri,,n ulrlil lJnll.rn l9r)] (:linlon \
c(nnrilitl]lcnl l() :ltten(l n(xt \'(.:lr's Al)l:(l

The trump cord

for APEC is the

continued

dynomism

thc (;roup (r'Seven (G-7) incl,rstritlizqcl
c()untries. Such rncctings u,ill rcquirc cx-
tcnsivr govcrnment prcplrmlir:n antl s ill
cnsrrrc thc kind of puhlic visil)ility that
can hclp raisc I lS (lil)l()m:rcv in Asi:r t() a

l,.,vt,l t',,nrrrrc,nstrr.rt(, \r'rtlr th(, rcgir)n \
c(l)n(rnic iln(l p(riti( l significancc.

l)cspitc thcse lcllic\'rmcnts, "c( nnnlu-
nity l:rri irrg in tlrt Asi:r-l':rrifi< rc,gion

uill ctrntinue to lle firrgccl primlrilt' by'

pri\'lllc-sccl()r trutlc tncl in\.!,stnrcnI.
ralllcr lh:ln by govcrnnrenl xgrccntcnt.
AI)li(l minist(.ri:rl :ln(l sumnlit nrcrtings
611y *pet rl the prrrcr':s lrl hrriltling
slft)nlier g()vcrDrncnt links thxt will help
dcfirsc incvitablc c( ()n()mic tensi()n:i.
M()re()ver. rcgular higlr-lcvel Al)EC mccF
ings nray trclp pluce Asie ckrser to thc
centcr oi IiS politicirl ancl public lttcn-
li()n. In tin'rc, as Al'lj(: cont,nucs to sludy
tre<lc ancl invcstrDcnt issurs, it nlily .lls()

e\.()lvr int() a forunt tirr neg()liJti(D ()n

srrch ntattcls. []S husincsscs intcrestccl in
Asil shoulcl bc plcasc<l by thest'
pr()spccls. At lhe sxrnc liuc. !s is s() ()l--

tcn the cas(' in Asi.r. APEC nrLlst hc c()n
si<ltrcd a long-tcrrrl investrncnl \\'h()se
pay off lic-s l:tr in thc firturc. i,

economrc

evident in

much of the

Asion region,

especiolly Chino

rnecting in Incloncsia cnsrrrcs th:lt l)e

uill lrlvc trlvcllccl l\\i(r to Asix in his

firsl t$'r, yt.rrs in ()lR( ( : il AI'[(: 5unlrrtil\
l:qcorrc Jn JnnrrJl .rlt.rir. tlrr' I S prcsi-
rlcnt u ill havc tht sanrc rcgtrlar <rpponu

nity t() nleet willl his Asian .()unteq) ns
ls hc nr:rv hls lo nrcct uith lclclers of
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Chino's Business Cycles

Double-digit
economic groMh
shouldn't lost

much longer

F i,,a. tlr( l()ir,.. r.lrirr:r'. (,rrr,rrrr!

\ cl.rrrlv lt.r\ l\'(rr :.(rl,t((1 t(, r( r.l(r
I l.tr'lrtt.itters,.r'cltr. scrt tt rtr,.'lt

V .1.1.'r. ca,.lr l:rsting:rn rrr,cr:rgr'.l'
.t.() \'(rlrs. h:r\(' hccn complrtctl so lir
'l lrc rrt[':.rrl rt['rtrlit.l lr l]rr,trr.rtirrn.
in (hc ilnnull gnrrvtlr rlrtt ()l ;lli(Dxl i0-

c()nr( (llle tr,lxl \rllr( ol grxrls rtnd P;rn
rr'llr( scrf i((,s 1'rrrrlLrer,cl in il v(,xr). llllcll
crtlc ltgins s'ilh lrn rrpsrving lncl rntls
in tlrc llnxl !'cilr {trl)ugll) ol rr rk^r'nturn.
'Ihe lirllcr Piln ol ln upsn'iog is (rierr rc-

lL'rrtrl to us:r "lr<xrrtt." ltntl thc periocl

arorrncl :r tr()ugh, :rs a 'lrrrst. Ths cLrr

renl. ()r cigl)lh. cr,clc bcglrr irr I99{) lntl
is rrrrrcnllv in :r lxxrnr ph:rsr. llJving x

r()ugl) idcx ()l thc rDcrhxni(s bchin(l
Chiur's lxxrrn uncl lrust ct'clcs nrat :ricl

br.rsincsspcrrplc makr' sor.rncl busincss
juclgnrents lry helping thenr pledict fu-
ture ctclcs.

Trocking the cycle's poth

Studcnts (r'thc Clrir'rcsc eeonornv hlvc
knou'n for nlilny yexrs that lhe movc-
rcnl ()l'Stillc fixed invcslment (cxprc:isr(l

in ('(,n\t.lnl prrccs. rlt'prccr.ttion rn-
,.lurl,.LlI-tlrc lrtrlk rrl \\hir.h ir. lix(11 \irl)r-
l:r I i,rnlJl ir)n i)l-5lll(' ( nl( rl)t i\c5-r\
ckAcly, lssocintcd u'itll lhal ()l n:rtionirl in-

comc in Chinr. Stale fixed invcst,)rcnt
tvpirullv a(counts li)r l(>20 perccnt {)l'

Chinu's (;NI'rncl hls l>ccn cquivilenl {o

around tlr>thircls ol totll Iixc<l inrcst-
nrcnt lirr thc plst dc<urlc. Ily lrrcking tllc
shorl-tcrm llrrctulrtions in thc gnrwth rrtc

()l stiltc lixcd invcst nrcnt-r )t l)e N'isc rc-
li'rrctl to lts inlrstolcrlt ct'r,'lcs----<rn,. clis-

covcrs Ihut tltcy gcncrallv rrrincic[ uitlt
(llrinl s l;usincss r'r'r'lcs. 'lhc inlcslolcnl
c'rr-lcs. ho$cvcr, t(.nd t() l)c m()r(. pr()'
norrncr:cl lhin thc husincss cyclrs (.\(,(,
grirl)h). 'lhcse t\\'r) llndings sugl.icst tl)Jr
Strrtc 6xctl in|cslr)lrnl is tlrt clriving lirrce
Itltind (ihinrt s husincss cvclcs.

lntriguinglr', Chinr's invcstnrenl clcles
rescnrblc lhrne lh:rt eppclrrctl in lirslcm
liur()pein c(\)n(rDics h(rn lhc 195os l()
Ilx' lt)-r)\. Ar(,{,rrling l(,.1:rnoj, I(()rnJi. .r

pr()nlincnl Hungxri:rn ct'ononlist *'h<r
Itrs stuclictl the bclravkrr ()l'Statc cnter-
priscs ancl grx cmnrcnl l)(rrclucrlrls ilr so-

ciirlisl e(\)n(rniL,s, Slxte enlerpriscs in so-
. i.lli\l n.rlir)ns gcner;rllr Iir(k i,lri(t
finlnciel lccountuhilityr tlrcir invcstnrcnt
Ll(r'isi(,ns Jrc rnuclt' throLrglr l,arlairring
s'ith highcr-lcvel :luthoritics. A largc pan
(r'Strte cntcq)rise investrnent is firrirnccd
tlrrough llrdgetary grants xnd Stalclunk
Iolns, lnd the govcrnntcnt routinclv
c(nnpcnsales cntcrprises lirr their krsses.

Tlris systerD lon'ers the c()st of invest-
nrcnt to thc cntcrprise incl elirnintlcs
n)ost invesln)ent risks. Il also relcgates
thc profitrl)ility ()l rn entcfprisc t() a sec-

on(lxry crilcrion whcn govcrnnrcnt hu-
r(l!ucrats rc\'ieq, invcstmcnt proposlls.
F-ilcinS cn()rnx)us prcssurc lrom Statc cn-
tcrprises wishing k) cxpan(!, the govern
nl(nt in a s<rcialist ccononry ultirlrxtcl)'
fincls itself unablc to control the gro*th
ol Statc f,xccl investnrent.
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thc g()vcrDrnent will implcr:rc-nt b:rnking
lntl ux:rtion rqli,nrt' Jnrl lrrrucicn thr'in-
trrrltrction (), privatc funds int() Stilc en-

tcrprises through sl)rrc issucs. (;ivcn tll('
(lr]lple\itf ()l'th(sc rck)nr)s Jnd ll)c p(r)

Chino s business

cycles vory in

mognitude ond

durotion becouse

unonticipoted evenls

olter the bosic

investment cycle

pottern.

ahlc resistancc they Iace firxn tlr()se with
stilkcs in lhr Stxtc svstcfll, ho',lcver, thc
g()!'crnmcnl ma_v nced solrc tinrc ht'fbre
it l)ccomes (onfi(lcni en()u8h i() rcly on
nlrnctary lntl fis<al g;licy trxrls to control
the econorny intlirtctly. Ancl, bccursc thc
sc<4x <lf thc nervh pn4xrsctl nleasrlrcs l()
rcli)r!n Stirtc-entcrprise ()\\'nrrship slftrc-
turc is rxricst, it rnay takc tluitc r long

Chino's Business Cycles
Peraent Growth
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AgSregate Slate invcslment therefirre
(\p:ln(l\ l)) rli'( ll. irrc.l)calrre (,1'lhr s(,('r-

(1)"s (i(nr:rnd trr guxJs. Ihe in,. rqasr. in

St le invcstmcnt in turn b(x)sts ggreg tc
<ierrrand (u'hich includcs houscholds clc-

nrancl [irr consurner grxrds and entcr-
prises <lernantl for c:lpiul). Vlren aggrc'

llxlc dcmrnd rcaches supply capacity,
mac()c(t)nomi( tension typicalll reveals

itsclf in the fornr of inllationary pressurc.

A1 this point, thc socialist llovcrnn)ent is

li)rced t() restmin slate investrnenl. Aggrc-
girte invcstrnenl. conscqucntly. rcverscs
its collrse, slr>wing the growth of aggre-
gate dcmand. lnllation cventuulll' ahates,

wlrich initiates l new invcstrncnt b()()rn.

encl thc r'ycle rtpt'ats its(lf.
'l-hus, we scc llrat thc g()wrlr ralc ()[

Slxte fixed invcstrlent, with s(nrrc delay.

:rr'ccler:rlcs :rs l, rng as tlrc inllatnrn rrtr- i.
Iow ancl clccr:lcrates as infl:rli()n intensi-

lics. Tlrcre is rls() a revcrsc rel:ltionship
ihe cxp:lnsion o[ State lixed invcstrn!,nl
lrrings llrout a risc in the rate ol inflation.
by cnlarging agqregate dernand.

Chino's cycles

'lhis pJttern is also evidcnt rn China.
wl)ere J0 perc!,nt of St:llc in(lustrial cn-
tcrprisc,s currentll' run xcc()unting l()sscs

. lncl few have l.lecn alkrwetl to l{o bank-
nrpt. Sincc their xuthorily is limilcd, Statc

b:rnks cannot easily rcsist pressrrre fnrrn
cnlerpriscs xnd l()cal g()vcrnm(nts lo in-

trelse kr:rns. llrcl havc little rcason trr

resist anyway,;rs they do n()t l)car ulti-
matc responsihility frrr thc qualitltive tlc-
tcrior:lti(m <>f tlrcir loan ponlirltrr. ln rc-

cent ycrrs Statt benks hlvc oflcn
cxceedctl targcts for:rnnuel loens lrt'
$'ide lnlrgins, onc rcsult of uhich hls
lx t n thc ltigh grou th rlrlc of crrrrcn,.'y in
(ir(1rhIi(,n.

\flry is this {)l(l lT hlvior so cntrcnt lrr..tl

l5 rc:rrs.rlicr th( initixti('n ol' r,tr rn{'rrrir'

rclirrnrs in China-l The answer is siIrrplr:
StJte cntcrpriscs xre still lhe vchicles
tlrrough uhich Ilciiing cxcrciscs c()ntr()l
over gcncral c(rnr(nni('xctivity, nd g()v
(rnnrcnt rlkr.lti()n ()f investmcnt linds k)
thcse cntcrprises rlirects tlle c()urs( ()f thc
c(\)n(),n_v. []cc:lrrsc instilutionrrl clungt'
rttrgltt rtstrlt ln tlx'E()\1'mn)ent l.ri'rnX rt\
grip or] thc rcon<lrny. rltlical rclirrnt o[
th( SlJtc cntcrprisc systcrtr hls ht'cn dc
lalctl.

lk)wrvcr, ar ils Novcnlhcr plcnum. thc
Chineric (innnrunisl Pany llnn()unccd thul

time beforc thcse cnterprises abandon
their old hxl)its and become [ully ac-

counlal)le f( )r their frnances.

Cyrcle speciffcs

(jlrrrus l:rrsintss r'yr.lcs vurl in nrlgni-
tutlc and durution lx'cause unanticipated
evcnls-()r "cxogen()us shocks'-!ller
the bxsic invcstmL'nt cyclc pattcrn. lw<r
such sh<rks in China:rre varialk)ns in cli-
!1a(tic (onditions tl'rrt affcct harvcsts
(supply sh<xks) and tlre ackrptkrn of ncw
p()licics that pronrote investment (de-

mancl shocks). A g(x)d haraest thdt oc-
curs <luring rn upswing, lirr inslance.
prokrngs thc upswing by prrtially ofiset-
ting lllc in[lxtionrry pressurc typicallv
gcncrltcd hy high invcslmcnt.

Tr, cl rril tlrc nlturc ol Chinl s lrusi.
ness cycles, I havc lx,rfbmrcd a sinrula-

ti()n u\ing (.hincs( irlirlirti(xl tht.r g0ing
[:ack to the htc 197{)s. The sinrulation rc-
ve:lled tluee notablc findings:
I'fhc cyclcs ol thc tlrree key veriables
(thr groq,th rrte ()f stxtc fixr'd invcst-
mcnl, lhe ule ()f inllxlon, and the cco-
nonric grou'th rate) fl;rtten out in the at>

sencc of nc.w shrrks and appnraclr thcse
variablcs' long'ternr valtres over tinre.
'fhis rntlicrttt:' lh:rl (:hinr:' unrltrlying in-

vcstn]cnt cyclc is a slable process.

I ExogcnoLrs sh<rks do alter the dcgree
lnd tlrrrltion of business cycles for a

shon pcrirxl. llut du( to thc stal)ility of

"2t _
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199J. lhc ratio in 1992 was rlrc'acly
lriglrcr tlr.rrr in Jnv \'c{r sin(c 1()-ti Sin((
thc:lm()unl of invcstnrent a nlli()n c:rn

tundeneke ultimatrl,v is cletcrminccl b1' tlrc
siTe ()F its (l(xnesti('sitvin!.is, an c(r,n(nlv
cann()I (onlinu()usly incrcase lhc pnrpor-
ti(,n of ()utput srt irside Ii)r int'cstnrcnt fi)r
r l()ng pcri(Kl. China s high-an(l rising-
rrir(l( d(fi( il Jnd r.rl( lll inll.rli,)n Jr( \igni\
,,l lht: strilin rJu.(tl lrr llre errrttontt"s
nrpid growth. 1'hc ongoing lxxrnr, thcre-
firrc, eppcrrs to have a shon lilc leli. l'hc
ncxt sp!r11 in lhc inflali()n r.tc shoul(l
(($vincc thc g()vcrnmcnl llltt a slr()ngcr
c()nlr.rcli(nltn fx)lic\' is in ()rdcr.

'l he c()ntritcti()n:Iry policy will in turn
scnd Stlte fixecl invcstnrent inlo thc
(k)$nturn phasc ()l its current <ycle- l[
lllc go\,c'mnlcnt .ltternPts t() drivc down
thc ratc ()l inflati()n hy'a signific:rnt mar-
gin. Stalc fixcd invcstnlcnt (in conslanl
priccs) n)ust l)e trimnlcd in absolutc
tcnns. If tlris is ac<omplishcd, thc ccr>
nonric grorvth rrlc can l)c depresscd he-

los the potenti:rl gr()\\'th ratc, \\'hiclr
shorrld krwer thc rate o[ inllation. tJndcr
such a sccnario. lhc currcnt busincss cy-

clc Nill run ils ( ()ursc in abotrt lrv<r
ycirrs.

l)cng s 1992 acceleration policl'
scn'ed as dqnand sh<xk thal :rnrplificd.
tllr current l)usincss q,clc. Despite de
scn'ing ntcril f<rr its succcss in l)r(nnot-
ing rclirnn rnd c(\)non)i( lil)erillizatk)n.
lllis poli() \\'as n()t iustifi:ll)lc l(nrr thc
stlndpoint ol c((}rronrir' j'rJl)iliz.lt i()n.
ll,,st'rcr, tlrc'rcll (lu(strr,n fi,r tlrrrsr in-
trrcsled in Chinl s e.()nomic pcrtb.-
rtt:tnc'c is not wlrt,tlrer tltc cxl)Jn\i()n
polir'y u:rs *,:trnrnlecl. hut uhcther
(:hinir's ()ng()ing cc()n(rnic ref()rnrs ulti-
rnatr:l,v u ill end lhc c()untrv s in!esl-
nl( nl-dri\,cn hurinr'ss r)r['s. Ai.\trn)ing
thc ccnlrill g()vernnrcnt cft>es clrry f<>r

s'artl the refirrrns announced to dalc.
Stxtc enterprisgs will eventually assumc

Ittll finen< iul ar'('()rrnlirl)ilil)' or hc prilr-
riz(d. rnd Stuts lunks uill l)(gin rrcting
like indcpendenl commercial I'nnks, ap-
pl)'in8 slri(I1) ol)i(\litc c((,nonri('.ritcri:l
wlrt.n lencling. AI rll.lr p,)inr. cnrcrpri:,c:
tvill no longer hrvc a llrilt-in drivc for
6xcri invcstnrent, l>ut sill nrakc invest-
nrent clccisions l)lsed ()n prolitrbility.
Vhcn that occurs lhe l)usiness (yclcs
clrirructerizcd by Kornli rvill ce:lsc t() ex-
ist in Chin:r. br,rt cycles rcspontling t<r

()lhcr fu(lr,r\ \\ill enrcrgc. t

Dengs 1992
occelerotion policy

served os o

demond shock thot

omplified the current

business cycle.
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tlre investrrcnt cyclc, they tkr not signi6-
clntll affect thr lcvcl of nationel incon're

.rrr'rrtg(rl 0rcr the r1rlt. lhr. pr,\(:\ i:
:ortrc,,r'lr.tl lrnul,,Sorts tr, u 1:rrlrt rr'gurning
hahncc aftcr lring lruffctc'cl by u lurgc
rvrrrr'. lht lrrrl)li('irli,,n r\ Ih:rl ((1)11()nti('

gro$rh. high or lou , lhlt dcr iltcs u iclclt
f(nn (l)( p()tcntilrl grorvlh rrtc (tlrc high-
cst cc()n()rri( gr()\\'th rxlc lchievable
ulril( nlaintxining u stlble ratc ol inllu-
ti(nr) (Jnnot hst long.
I (:hinir's p(nrnlial ( conort'tir' gnr*th r:rle

sin,.'c tlrr. l.rtr. l')-t,\ h.r\ I)((n J[)l)r('xi
nrJ(cl)' H t) I)(r(cnt. Illi\ Ir)$'tlr rJlc i\
the onc thut urrulcl hlr|e kcPt the lnnual
rdtr ()l infLti()n :ll ils .vcrxgc f()r the
l9rtt-90 pc,i()(l (5.5 pcrcent). l'hc irlpli-
clltion ()f this [incling is th:rt (]hinu u'ill
i!r'( :r lrrnrp itt infl:ttir,n il its tt,rnorttir
gr()\\th rJtc stl)s significantly lrighcr than
thc 8-9 Pcr((nt rangc ti)r xn exlendcd
perirrl.

When will lhe cunent cycle end?

vith ccon(nnic gr()\\1h ( urrcnlly in lhc
t-irrrlrk-digits. tl)( (.hin(\( r(()non)y is
(l!'irrll in an inllali()n q'pcrird. I)cng
Xia()pings 1992 proposal to :rccclerrte
thc pacc ol cc()n(rl)ic dcvr'lopmcnt set

off e potent iDvesln]ent h(xnr Slxtc fi\td
inveslorcnt larcw hy J2.6 percenl in 1992

and hv ll'xrr.rl l0 per('ent in thc first thrce
qtrarlcrs ol I99.1. F:c()n()nri( gr()\\1h, xs

melsrrred l)y (;DI,, hit 13.2 pcrccnt in
lr)9.1 .rn(l lJ.J pcr(('lrt rn ll)( firr,t nrne

ln(nrllls of 199.1. lnlliltion, nrcxn$'hile.
has gros'n xl x sin)ililr pacci thc gr()\,\1ll

ratc o[ the rctail pricc indcx rcachctl 12.0

pc('cnl in ll)c firsr thrcc quxncrs ()1 1993

l(rrn an e\,crlgc ()f.1.9 perccnt in 1991.

The tr:rcle balance nrol'cd liorn surplus t<l

dcll(ir in l99J (-57.1 lrilli()n tlrrough the

llrst l{} oronths. down I'rom $,r.4 billion
in 1992). rs higlr aggrcgatc clern:intl
Iurle(lx surge in imp()ns.

Ileucling l() lhcse signxls. Ih( go\'('rn-

[lent i|nPoscd a contrxcti()nxry Poli(y
last sunrnrer. lhis policl had a lll livor
able initi:rl effi'cts. lhe priccs of con-
slructi()n matcrixls and trrhan lancl in
<'oastel provinccs begln to strbilize. rs
(lid thc nr?rrrirrlri exchangc rirlc. Thc rr-
lrcn(llDlent pr()granr \\'rs cul sh()rl in
cilrlv $'iutcr. however, lxlirrc thc n'rr xlcrt
slowclr^r'rr in fixcd in\(,\lll1(rtl Jn(l J)ri
\'.lt( (r,n\trrnplion trrtrIl rclicre ittfl:rtirrn

:1ry pressrrres in the a(nrsunrcr m:rrkcl.
Resunring its 1'lrrsuit ol higlr grow{ll. the
g()\'cnrnrcnt aplnixrs t() l)e urgeling x ()-

llr pcr(ctrt (((,ni)t)ti(' gr()\lll rirl( in
199r.

IJasccl on thc findings alx:vc. rvhat do
plrst pttlcrns tell us alxrtrl thc ncrr-tcrr)l
('()urse ()f the (.hinese e(()nornll llecxusc
of tlre extlllonlinrw gn lwtlr of investnrent
{,\'cr lll(,pnsl t\\1) \'cars, the Stlrtc fixed
invesln)enr slrrre of (;NP r(:r(hed ll.9
pcrccnl in 1992 lnd xr()und.25 pcrccnl in
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lrriglrt, antl various securitics and lcasing

conrp,rnies- Information previorrsly un-
published or rlilficult to olrtain. srrch;rs
backgrouncl infrrrnration on Chinus first

li)rcign ioint-\enrure benk. the Xirrnc-n
Intcmrti()nll lhnk. is also pnrvi<lecl.

Al)()ut thr only drawllirck t() lhc rl-
manac is that ()r're nlust sift through a

m()dcr:ltc llnl()u,ll of official rheloric trr
gcl r() the facts. l'ropugande lsirlc, this
l)(x)k is iln invalu;rble rellrcncc lirr those
eithcr tliret tl1, inlcrcstccl in (:llincse
hanking encl hnancc issucs or intsrcstcd
in sclling equiprrlcnt tr) lin{ilciirl institu-
ti()ns.

Di,i .ll(ilirt /i r/,rair?(,r:r rcr't rii,r 4riJr )L r2llc

dl ll)( lt.\ a'l)i,t(t lhtsitt(:;\ (,:.)ttttril

bl, l'.t(ili1 ,1\iu It4t(l ..ls\tt(iuIit)tt
Sh.ynl,,dnt. I A. /'nrr')'/'lr,.is, l(D). itXt

l,l ). 8l(, ()i \lln'tvt'
'lltc I'acitl< Asia'fra!cl A:,s(x-iirli(rr

(PATA) has undcttxken to covcr all o[
Asix. lr()rr Kararlri trr llrrr()lrrlu. irr its
nc$'trr!'cl Suid(. Ilc('xu:,e its ge()'
grirphic s(()pc is so hrltd, thc lxxrk
only pnrhlcs Asiu s r., l:rrgc:,t ( iti( s iur(l
capitals. pnxi<iing r aluablt, tips r rn gt'
ograplry, languagc. anrl busincss cli-
matc. lf you plnn t() r(nllrre ()ll tl)c
lx.atcn tr:rck ()r cven ()ul of the <itics.

howcvcr, you u,ill surcly ncccl supplc-
mcntirlSuidcs.

Tlrc .4sia Pd(iJic llutircss'l-r'.u'!l
(iurr,h, /r,lill wrs dc'sign('.1 t.xPrcssl\' li rr

Irusincrslroplc, rathcr tlun siglrtstrr-rs,

illtlx)ugh lhc :urlll()rs (l() give su1l1lcs-

tions Ii)r lcisurc rctivitics l'A'lA hilri

ckrnr: suhstanti:tl rr'sertrth in rrrtlcr lo
pnl idc clcar. r'on< isc. up-t(xlat(, inli)r-
matiofl ()n this rupidly (l('\'(loping rc-

gion. Th< gLriclc providcs historical, pr>

litical. and (c()n(lllir background on
nrosl ol-llrr' (()untritlr c{)\'crc(l. rl()ng
\\'ith ink)rtrlrti()n ()n currency. \'isis,
Itott,ls. r',,nlirr'n,.r' ('( rlt(rs. ( r)t('fluirl-
nrcrt. rnd rc\tllurJrts. Quick xnd eas)-
l()-usc 'Kcv lrilcl Files on cech <otrntn,
li:rl parliculilrs ()n l()ng-distancc c()nr-

nlunicari()ns. visl lntl health rr:cluirt-
nrcnts, lilrcign cxd].ln8( r:rlcs, atlrren(\,
rcstricti(nrs. lrusin<'ss hours. anrl nr-
ti(rnl h()li(hys. Countn pnrfilus olli'r
irnp()nant inlinn).lti()n such xs (;NP pcr
(:rpita. (;l)l) gr()\\'th. tradr l)rrlJncc.
dt,lrt scn'icc rtli(). inlltti()n rxt(. llnd
prin(ipal tracling prrnnt rs.

I,A'lA tlso provitlcs ! I 2 pJgc
Irrrlll'sis ol the business .lil :ltc ()f cxch
crrr.rntry. ttLking inl() xc(()unt such t()l)-
ics:rs i()inl'\rnturc hws. tx\ati(nr, kc\'
linirncill institr.rtioos. irnd incenlivcs li)r
xn(l l)Jrricrs to lrrrcign investnrcnt. 'lhc
guirlc cven ofttrs lrusinrss etiqucttc
tips. $lriclr ciln l)c inrp()rt:rnt \hcn
<lealrnaking xnd ncl\\1)rking iD Asiln
( ()untrics.

'lhe rn.r1,r u('irkn(\s rr-tlrr. lTrxrk i:.

its cursory trcillnrent ()l'(;hina. tiniik('
lhc ()lhcr cnlries, thc (lhinr sc(1iol)
(()nlains n() inlirrnrltion ()n tllc c()l.rr't-

lr]'s hist(nJ'. (('()n(nit1. polit(s. rrr lrusi.

ncss climatc-ilstonishing (nDissi()ns

giten tllc tretllcn(k)u:' irltcrcst (,[ f()r-
cign htrsincss in thc rrruntry. lnstr.acl.

hotcls arc listecl, hut only'husincss-rlass
fltilitics in nr j(,r s(,utlrern cities xrc
identilicd, lcaving trllclcrs to other
( itics on their ()wn.

On( rcl$)n lirr thc puucitv o[ irrlirr-
nr:rti()n nlil) bc tlut (lhinr i\':ls n()t r
otcml)cr ()[ I,A'lA whcn ll)c gui(le \\'ils
lx'ing prcplr<<i lnd tlrus prl'idccl n<r

funds torurd thc p!l)li(irti()n. l'uturc
cditiorrs stror.rld givc Ohirra its dr.rc.

horlcvt.r. rs Ilciiing i()in(,d l)A1A last

sunllll(f,
Frrr Ilrt. lrrrsrnesspcrs(,n trJ\(ling l)ri-

nurih t() (:hin!. this lxxrk rvoulcl not
l>e u srrnhrvhilc purchasc. lkrs'cvcr. il'
'l'ai\\,rn. II()ng K(,ng, ()r ()ther Asixn
dcstinilti()ns rrc ()n \'()ur iliner:rn. tlrrn
thr.r toLrrltrl. (ir:.)-trl.r(.1(l Iui(l( .rn(l it:'
rnany rrscful rttaps worrlcl bc un cx-
tremcll' valurb[, rulcrcnce lrli rre. tlur-
ing. ancl cven ;rfter thc trip.

(.itillitt \tL,u'a 1 Ihnis, (itluldli(rt nMtke-
cr ,y' 'llrc tillR. n'cotll.l' t1ltt t tkrl .lii )ttt d
L,.rlL,rtd(tl ltiP h) tatYnl -,1\idlt L\) tttti(\.

l8

The Almonoc of
Chino's Finonce ond
Bonking 1992

I'u)plcs a'hiu I>thlishi la Iltn$c (lsll,\'
7-u(NNri--l()2- 1,/l;.o7.1 ) I) tributdl bt' Xi,]-
huu lk./)k\bru. 2r2 lrp. 'li) t)ruler lhc liry-
lish e.litiot f.ts XinlJta ll( )hst()r(' .tl
u(r t /60.j- ft17 t .

(i)mprnics intcrcsted in bunking. [i-
nancc. ancl lcasing slrotrld lrrrn thcir !l-
tcntion t() the hlcsl cdiri()n of 'fht' .41

n4n& of (:hrrtu s l'il(otct .ttul lrtll,itt:
'l'lrc l9'r.l cditiltn t['t.rils rll rr'(,lrin.r'\
nrljor lranks, in<lrrrling tlrr. Agricultulrl
lJirnk l,l (jl)rn.l, tlrc ll:rnk (,1'(irnrluni(',1.

ti()ns. the tnclustrial and Conrmercixl
uank of (llrina. thc, llank of (lhina. thc
l)c()plc's (inrstruction I):rnk ol (ihina. rncl
thc I'coplc's lJrnk ot Chin:r. lrrlln('e
shccls for caclr ll:rnk lrc inclttclcc! along
q ith e hricf strmnrary ol- opcrilti()ns an(l

inli)rn.rtion on hranchcs and dcllrec o[
tcclrnologicll nrodcrn izat i( )n. Anothcr
uscful featurc of this puhlic:rtion is a full
lisl t:f toreign hank bnrnches in China rs
of 1'ear-c'nrl 1$1, aklng with thc rc'gulu-

lions gort'nting lrlrciBn l)xnks l).lni(il).r.
ti()n in lhc (lhina nrlrkcl.

'l-lrc alnr:rnuc n()l (nrly dcti.Lils l)anks.
but elso olli'rs e solid prcscntatkrn of scv

t r.rI non-lr:tnking ,rn:ln( ixl rnslrlrllr()rl\
such :ls tlrc l)c()ple s lnsuran(c (:(nnp:lny

()I (ihinil. rhc (;hini lntcrnrti(nrxl Jnlst
.rn(l lnr(\lrr(,rl Cr)rl).. Ih( l\,\lill S:r!rng\
Iilrrcru (:llirrl VrrllLrrctcclr. (,1)rnl I:vcr-

Asio Pocific
Business Trovel
Guide 1993
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Reoching Across The Toiwon Stroit:
People-to- People Democrocy

trr RalPl).\. (.:k)t*lt. Iluuhlu. (.:(): ll.\l-
t itu Prest. lttc.. l1)9.i. 20{t pp $.$.95

struclrrrcs. antl rcrrnificalirxr policics of
elch govcrno:cnt. Slrbsc<lrrcnt chlpters
chroniclc rlcvclopurents in trnolficial
c()ss-Slfllit tr:rvcl: lritdc n(l in!cs(lDentl
ille8xl xctiviticsi iln(l r)re(liJ, spons. und

culturel cxchlnges. Clough thcn cxanr
ines eaclt gor'ernment's str:llcliv l() pro-

m()tc its ()\\'n agcncl.r Nith rcglrrcl to the
other ancl rotrncls out thc (hitpter $,ith
implications [i rr rcunificatkrn.

Ck:ugh s strlightforu'artl stylt nrakcs

Iirr c-asl rc:rtling. 'lh,)u8h x [i()nt-l() lrxck

reaclcr nrav fincl a fe\. points rclxtitil r, ,l
thorough bibliographl anrl clclr sub-
helcis *'ill airl rea<i:rs researching spe-

cific aspccts ()f (lhirlr-Tuiwxn reliltions.
'fhc clupter on tra(l( and invrsln)eol, fbr
instlncc. hkrks out each siclcs olficial
policr'. ls ucll xs p:lnerns in tratle and
invcstn'rcnl antl the lrencfits o[ grcater
cc()n()nlic rclllions. II tls() pr()\'idrs
sorne stlrnning figures: official Taiwln
exp()ns lo tlrc nrainlantl exJrloclccl from
$i1.0(X) in l9l8 t() i.r.7 l)illi(,n in 1991.

Cl()ugh givcs a clcar asst.ssnrent of lhe
prrspetts [i:r' 1'lirvnn s lifting o[ the tlrn
on dircct trrvcl and trirclc.

A hrrrriccl rcrder corrkl pcrr.rsc ihe fint
chuptcr ancl thc c()nchrsi()ns ()[ sul)sr-
qrrcnt chaptcrs to gain a gcncral under-
stencling of the statc ol relations----<rfficial

ancl r,rnolficill-betu'ccn thc l!v() govern-

nrt,nls rrs rrl'lat( 1992. lIrl l]( woul(l nrii'\
()ut (D interesting (lilcnrrnlrs vlriotrs indi-
\,iclulls hu\'c creiltcd lor the ofiicials
\tn! ing l() lclh( r llr( rclutionshrp.
Ckrugh s quick sk!'t.hcs ()l such peoplc
as Vlng Yung-ching of l.omrosa Plastics

and his negoti.ltions to l)Lrild l n phtha-

crlcker planr in China, r:r l-in8 ljeng xn(l
his rt nr'gudr' (l(rrrnr( nl:r ry , ,n lhe nrJin-

lanrl, lre engaging exuntplcs of thc risks

entl rcs'artls of peoplc-t<>peoplc diplo
orx( y.

'l'lrc g(^'qrnrncnt:. ()n hoth lh( m:rin-
lancl lrncl 'laiwan share a conrnron goal:

a unitctl, pelceful. encl pr:sperous
Chinr. -l'hc| differ ()nl),-rll)cit greadl-
rxt lrtrn' lrr rchie\e il. Rcttcbing Acnss
tbe'ldiuttt Sttuit ptesents a frrll and l'ul
:rn<'cd picturc oI thcir cff()rts to reach
th'l goll' 

_-A.41.

Urbon
Morket E

llitshi,lkkDt Ix.: \ttrl(l Ra,th. l9<).; .)7i
.yt. 5 l i.<)5 st'litrtvr.

As Chinx holds thc *,orld s hrgcst ur-
ban population and is o'itnessing the
rapid cnrc'rgcn(c of new towns ancl

citits. tlrc issue o[ urban lirnd nunagc-
nlcnt in thc I,RC is ()f imnrcdirtc and
hrracl inrponlnce. Likc nx)st V'orld llank
crxrntry stuclics. tlris aulho.itirivc rn(l de-

lililed rcp()rt rvirs rrriginally u,rilten [<rr

\l(()rld []ank intcrnal usr:. Aimed irt spc-
(idlists in tlrc fickl. it llso is :r r':rluahlc
rr.li,rcnec Ii,r irnrrrne intcrc.tcrl in t.hinl s

cnrcrging rc:rl (stalc rlurkels.
'[he rep()rt $'ls prepared h1 Antlrr:\

llinlcr ($'ho ul\r \\'rotc the Uxnk i' 1992

stu(ly rnr url)xn housing rcforol in (lllin:r ).

in (()rliurlcti()o \\ith l l(am o[ sPcr.i:rlists

\\'ll() \isilc(l (llrinlr lrncl lcscarchrd thr'
\turl\ in l()\)..1. ( llin.l l)cgJn rcl(trIll lS
llnrl usc nr:trLtgcrrtcrrt p()licirr' nr tllr ('xrl\

Lond Monogement in on Emerging
conomy: A World Bonk Country Study

l9t()s $ ith lhc g(xls of in( rcasing :r<inrin-

istrlti!'e c()ntr()l and gor'crnntcnt rer-
enues. hut inrplementation of rctirrms and
safequarcls generallt has bccn sloq' rml
uncrxrrdineterl.

\flith thc proliferation ol prolit<>rientccl

reel estlle rlo'ckrprrrent c(nnp:lnies and

morc uidcsprclcl adoption of land-use
lcirscs sincc 1992. h(,\revcr. rclirnns l'nve
acceler.rtcd. The rcp-rn sumnlarizes thesc

reform mcasures antl prrises (:hini f()r its
progrcrr s() lirr. notrng tlrat "ln tlrt tntn:i
ti()n t() ! post-c()nrmand cconomy. China

hls no 1^-en in citlrt r urhan or nrral land
nun:lgcnr(lrl rcf()nr1." H()\\'evcr. it n(rlcs

thut Clrin:r s rcll cornpctitorr ftrr frrrt.ign
in\-cstnlcnt :rnrl exJxrn nlirrkets xrc ()thcr

Asixn ccon(nnics. r','hosc llnd nr:tnesc-
rlrent instiluti(nrs lln( prlldi(cs n(r(l t() br'
\trkli((l :rn(l srlu'ti\,t lr .i(Llln('(l l)\ ( llinrl.

In prrfli('ul t. thc rtpon trrgcs (.hinrsc

otli(iitls t,r tuke ltldi iorr:rl sl( p:' in lhc xr

err ol lancl rcquisiti()n:lnd pricing. t()

molc (ruartl an ef6ticnl rcgullted rnar-

kct in u'hich land rncl buildirrgs are
trrtlrtl .rt (()nrp<titi\1, nri( (\. A(hic\inB
this goal $ill also yield other significanl
lxnclitr. k:rs-makrng or highll polltrting
cntr,rl)rises ()ccupying valuablc sirc.s. ltrr
cxatrrplr, nright gcncratc ncu funds [r1'

sclling thcir land and nxx'ing to less r.alu-

lble or morc rernotc kxltions.
Polklving the 135-pxgc text xre 12 an-

ncxcs thilt make up thc secontl half <l[

thc rcp()(.'l'hc anncxes inclLr<ie firnher
dctails on spccific refi rrnt rnclrsures that
(lltin.t nt't'rls t() (rrrlsr(l('r. r(l(,rnr (\l)cri-
rntcs ir'r scrcr;tl Clrinrst r'itics. rtnd rtle
vant tllrtrr ()n othcr citics around thc
rt'r:rLl

-.l,^dd\\t C'. Rts,\

.lltlrlt,t (. Rrtr. d.li)t',,to &liktt-t'l 'llrr
(.1\R- tt tt trnk r-at,ttl ctntsllht l tnt (.'litkt
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Sintc the'lriuan g<)vcrnmcnl lilic(l its
lr.ln un tr:rvcl tr) llrc C(,nln[r]isJ rl.rir.
llnd in l9u:. (:hincsc on brxh sidcs of
thc l iriwxn Sttuil hxvc mpidll' $rrven an

inlri('irtc .rnrl ( \nirn(linH $ch ()l lr:trlt'. rn-

vestmcnl. scicntific, ancl culturill Iinks. ln
Rcdching Ac|ust lhc T.tiu,a Sttuit, l'"(t-
Icssor Ralph Clouglr dctails thc llotrrish
int people-t()-p()plc (()nticts xcr()ss thc
stnit.lnd chr()ni(lcs thc delicate irn<l rlil-
ficrrlt halancing a<t o[ the otficials rvho
ovcrsee srrch interilction. Thc govern-
rncnts in l)()tlr l)(ijing rnd Tripci. whilc
russiduousll' lrrricling olficial conmd. ot--

tcn appc r t() I-- l)lJYing catch-up \\ilh
thcir enthusi:rsti< < itizens. passing regula

li()ns con(k)ning {)r rcstricting privxt( xc-

li()ns ()nly ilticr thcy ()ccur.

OloLlgh stx s by or.rtlining in (leirr
lcmN thc (k)nrestic p()litics. g()\'ernnrcnl



lnvestment
Opportunities
in Chino:
Chemicol

Chlda:

rc:rdcr lo(alc each polc,rlixl Partner.
'l'hc clll:r lras becn cullcd from tht,
Stiltc lnf()rnlllti()n (lenlcr. thc State
l'hnning (innnlission, anrl the (lhina

Intcrnatk)nxl t:nginccriDg (:()nsulling
(i)rp

Although tht book is ()rgilnizcd by

I)r)\'incc, .l thorough crtxs-rcli.rcncing
bv prorlu<'t u'ould havt: lncn useful. As

the volunrc is currcntl) ()rgrnizcd. l
conrpan) interested in lctrucycline ()r>

p()flunitics. for exarnplc. ollrst sc()ur
thnugh 23t| pages and I2 pr()vinces t()

nrrke surc no relevent ()pp(rlunities
havc l>r:cn missed. I)cspitc its lack r>[

pnxlurt-spe< ifi c cross'refi.rcncing, hos,.
evcr, tlris lxrok fills a ncc<l thit hirs cx-
isl('d in tlrc chonical sccror tirr quitc
s( n]lc linlc.

-DM
I Llu .lltnt,l r,-i i.,,lxl-{i,11,rr rlr? /.11r.r.t\r).rlrla

.tl lh( l'\ (.hi,kt ll!^it&\r (.irrr. r//

ln

lndustry

..l,li grnt. l..l lltshd l\thli<dltu s l,L.
lr9.;. ).Jtt l,p S);i i)Jict't\,t'

Fr>r dichard t'trcmir:rl cnthuliasts. this
directr>ry is $'()nh ils slcep c()st.'l'hc
volume lists ove. 500 Chinese clrrmi(xl
nunufaclLrrcrs sccking i(Jinl-venlurc.
c(nnlx,nsxti()n'trade, ceprrxlur'lion, lnd
trading opJxrnunities. Entrics irrc listcd
for l2 pr()!'in( cs, ilulonoox)us rrgi()nsl
Ilclti. tJciltxrgjianB, Ilcn!n, .li;rngsu.
.li:r n8\r. Lr;r'ning. Ningxiir. QtnSll;ri.
Shanxi. shrnd()ng. xiniiang, .rn(l Zhc'

iixng. S()ole (;uxt]EZh()u pr()ic(ts Jrc
also includctl.

liaclr pnrjert listing inclttdts:r hasic
runtrn:rrt,,1' tltc Cltinr'st (r)rrll)Jrl\"1
cuncnt pro<!!cttrn capirhilitics, lirture
pr urtion plans. ty;^- ( )l- ( ( x )pcrill ir nr

desirccl- untl (()nt:lct inli)rnrilli()n. 'lhe

enlrics.rc r'rrrrcnt ancl irre l)rcscntcd
in clcar linglish. and mlps inlcrsgtrs.'rl
thr()ugh()ul thc publicatiort ltclp tltc

t

The

ofE
Politicol Logic
conomrc

Reform in Chino

bl St$an L..\ltirk. lJtt'kalq,, ('A: tt|itvr;il.t'
'(.:aliJbntia l)rc\r. 199.J. .i()() pl) 31$.(x)

hurtlc.tvr. $ 15.(X ) soJiunur.

and Wcstcrn p(rlilics t() the political k:gic
of relirrnr il (ihinu.

Clrhx s rcti)rms rhrrugh<xrt lhc 1980s.

Sttirk argues. ntade sc.nse givcn thc pecu

lilr constcllation of intcrcst. gxvcr. ancl

purposc thut existcd n'ithin (lhinr's lead-

c'rslrip rt thc cnd of the Maoist lxrirxl. ln

Thc
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t

V hl cli<l relirrr ()f th( cornnlrrnist p()-

lilicrl and (c()n(nDic svstcrns in (lhin.r

antl tlte lirlnter llSSIl p(xccd r() (liticr
(,ntly rnd t()\\'rr(l su('lr difli,rcnt oLrt-
(1nnes? ls tl)crc rn underlvinl.{ l()gi( t() thc

I,i,r, ntr':tl rh.rngr',rI Cltrn.t's (r'r,nr'rttic
s1'stem? l)1' strl ntcthocls ancl rulcs ckr
('()nlrDunisl lelrclcrships introclucc lirnda-
nrcntal changt'in systcnrs legendury lirr
hLrrcrrrcftrtic inlox)l)ility and rcsistlncc t<l

i,ln{)vxti()nl
'lhis pcrsr.nsir c neu lxxrk hv Strsln

Sltirk. prrllssor ol political scienre at the

t ;nilcrsit) ()f (lxlili)rnix-s:tn Dicgos (;m(l
ultc School ol lntern:ttional llclatiorrs rrncl

l,rcific Sludies. pr()vi(lcs s()phislicatc(l
xnJ insighlhrl irnsr{'( r\ ti, th(s( (llrr.\ti(rr}.
'l hc product ol'nrore than a decldc ol rc-

scarch. the brxrk rirau's on scorcs ol ir't-

ten'ien's lncl a<lcptly applics l lrrold
r.rngc oI eorrrpuntt ir'( lil( nrlLrr(' llrt S(,\ i( t

contrusl l() (iorbacher'. uho lilrrllizccl
lhe political proccss in ordcr lr llrcak thc
ccntrirl l)urclru(rx(y's holtl on thc S()vic{

econ)nr)'. I)cng Xiaoping liltralizecl in

stitulions ln(l cc()norlic prllcticcs xnd
ar'oidecl atllcking the planning lrurcau
cracl' hcrcl on. ll) plrying t() the

provinccs in a series ()l p th-l)reaking
fiserl (le( entralization rcfirrnu. l)eng su('
(essfull], created outsiclc thc planncd
c(.'n rrl)' r(ft ,rnl tttintlt'rl t'onstitut'nr'it'r
tlt.tt prt'ssctl [r,r r(liusln]cnt ol'Cltrrr:t s

cnrphasis on hcarl industry und Statc lru-
ft,rL( t:lai(,s

l,r<:li.ssor Slrirk's lxxrk prirrurily con-
trilrulr.s 1o l)olitical scicncr litcrilture on
polityrruking lncl tlrt politir:rl rlynernrrs
l)[ rt'lirrrrr in ('()mr]unisl \]'sl(Il)s. (;(.n-

eml rcadcrs rvith n() l)ir(kr{()und in (:hi-

ncsc afl'irirs nrly tllcfcli)re f'rncl it rctrglr
going, lncl slxrulcl not kxrk here for an

casy roaclrn:tp of China's lx)liticxl institu-
li()ns Jn(l l)rr.ti(r':,. Ilul llx,r( pi,nd(ring
\r'h\' (lhint s ec()n()mic ftrlure secrns rcl-
alivel) r()s), paniculxrl) in c()ntrilst l()
Rrr:'si.r ancl llrc,,tlrcr li)rnl(r S()vict
sllrles, \!'ill find this l-xxrk provitles sonrc
insiglrts. Shirk s s()phisticxlc(|. wcll-$,rit-
tcn cxpllnarion <:f llrc politi<al cllculus
of nronc; ancl porvcr lt lllc ccntcr ()f
(:llin.l \ (.(1)ni)nti( rclirnrrs rrill !{i\e l)usi-
ness readers an apprccialion ol the com-
plcx politics lhal lie behin(l thc l)ureau-
rr:rti( (;rcxl Wall they ()utincly run inlo.

-l L l.tmal l[iller

I1- L.t\Dd .llillo is dinttot t)f Lbi,tt sludiei
dl llt(.1()lrts lbpbins (ititt'r1iib,s Schu)l of
,-1.h unc?d I t t tu, tktl k tul Sl t klfuti
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Chino's
Environmentol Crisis

ln' lach( Sl,il. Amro h. Nt': M.E. Sba4re.

Inc.. 199.1. 2ll2 pp. $.12.50 bardcoter
$ 16.95 sofcour.

Vxclav Sflril, a pftrli,ssor itt lhc. llnivc-r-
sily of N'lilnit()l)r. ckrcsn l nrincc worcls
utcn it comes lo cnvinrnutentll <legradl-
tion. A yrrolifit s'rilt.r (,n (:lltnl s en\ ir('n
n)cnl, Stnil claims in l)is lltest b<xrk to
stccr clcxr of thc c( )untcrpr< rlLrrti!e argu,
ntcnl het*'een catlslnrphists and cornu-
rrryrians, tlxrugh his ((nt(lusi(nrs appeilr

kr rtrn closer lo thc (artllsl()phisls vie['.
\cv('fllr('lcss. lh( lx '()L olTt,rs .r irs( rn.rting
cxploration of thc rnlny llcft)rs .lflecting
Chinr's cnvironnrcnl.

(lhil,ll s ctl()ns (xnd necrl) kr control ils
p()pulati()n gron'th lrc cxpluined thor-
<rrrghl1,. as:lre plilns li)r ccomrmic mrxl-
crnizali(ln Jnd incrcrsed cnergt' produc-
ti,rn Clrin.r's \\'Jt(r slt(,rlitgcr,. il gr(,wing
(onccrn in nortlrern cxs r)f thc (()untry,

ere cxplored in thc (ontext of u-astefirl
in<lustrial use: Chincsc ncwsprinl nllkeni.
lirr crlnrplc, rcquirl xr nlu(h ts 300
tonncs o[ rvater to producc I l()nne ()f
finished palx'r-more lhun si-\ times rhc
anrotrnl usccl in thc Urcst. The prol)lenls
ol pesticidc overusc. loss of llrmland.

luncl clctirrestltion are also clis< ussccl.

Sn)il s arguntents urc peppcrecl with
p('astl:lsi\( retnin(lcr\ lltirt Cltinx s (,nvi-
ronrnental clegradetion should lr of con,
(cnr l() olher countrics. :ls China affi,ct.s
rcgional lnd global air:rncl rvlter quality.
Alrca<lv thc third largest pr<xhrccr of car-
l)()n dk)xide. China is likcly ro l)ccome
tltc nrrrkls lclding sorrrrc (r'(:O, cmii'-
sions lrlirrc the year 2020. Sn)il clocs ar-
guc tlut ull natk)ns, ri(h lnd prxrr alike.
sllrrr':r rtsfronsilrilitv Ir) prr)tc(1 lhc cn\i-
r()nnlcnl, but hc placcs thc brrrdcn o[
s()h ing Chinxs environnrcntal problems
on llrc Chinese popularion. rvhich must
l-tcomc lcss rv:rstefitl ()[ wiltcr trnd cnergy
rcs(rtrr( cs. - l:Lly

8:30 a.m. Taipei. Thanks to ourlocation het,

l'()nIosa f NTEIrl\,\Tr)rr{r. llorrr.s (;t|lt r A l'(lt r Su,tsllNs.Hr](;r:N.[ HoTrr_
tl Cllt)N(; SIIAN N()RTtl Rl).. St("tl()N U, fAlP[], TAIWAN, R.().C. fEL: (8a6-2);.:].8000, fAX: (t{lt6-2) 521-28.11{

T()l.l liREti trNITEI) STATES {, ( ANAI)A, (1100) 545-+0(rO
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rush-hour outside is not eq)en on her mind.
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A Retoil Revolution

Dovid Ho ond Noncy Leigh

Chino opens the

door to foreign

porticipotion in the

retoil sector

I Dovid Ho, o portner in the Hong

Kong office of Boker & McKenzie, sPe'

ciolizes in properly, infroshucturc,
retoil, ond toxotion motters in Chino.

Noncy Leigh, on ossociote ot fie firm's
Hong Kong office, works on monufoc-

turing, retoil, ond proPerty investment

issues in Chino.

I ll\t lln Jvrlr.l!(, r,rtrrrrl:tt .tllcrn,,,rt
I 

'n 
,u,,,',,,, r,r 5lr.r,r!lr.rr-rl'\ ir r('-

L.il"r . .1r",,,r, rtttcl .r tTt tl,.'stri:rn '
J n,tl,t,,'t,,r.. l\l:r;r,r' *lr,,DDing tlr',r
.uglll.rR. lrkr' \unglrrjrttg irn(l Nirrtiit)B

trr lrrrotrrr' :r .c.r ,rf Ptrrlrlt clt pr^itirrg

s'rrvr ltlicr s:rrc of 1x)lcnliitl ((l:'l(nners Jl

tlrc rlrops tlllt linc (itl)(r .icle of tltt
strcct. In 1991, (llrirra s ll) rtrilliottjllus re'

lrlil tntcrPris(,s cnlpkrtul ovur li milli()i)

1'rrplc rLncl rtckctl up rccorcl sitlcs. In llte

hrst six nronths of l()()J. r(t.Lil sxles l()

tultd S96.3 lrillion. trp ll l)cr(-ent o!'cr

thc sumc pcriocl ()I 1992. Chinxs retiil
nlilrkct. currcntl)' cslilrl:ltc(l ltl xlx)ut Sl(X)

l>illion a Year. is cx1-tcttccl to triple bl llle
)cxr ll)00.

Rctxil priccs in (llrinl ill( also trn llte

risc. In 1993. priccs lirr rctlil goods shot

tup approximatclY 17 l)er(cill over 1992

lcvels. due in largc prtn lo inll.ltion x!l(l

rcducqcl State subsiclics [irr encrgl'ancl
rrTv rnrtcrials.'lhe rlpid rise in rel1lil

pri(cs lnd \\'xge r'allcs ()l urbrn rcsidqrls

Itus c'nsurr'.1 r,n(r llltnE: :tlrtrnrllnt lirrcl8n

interlsl in prniciplltit]g in tllis fasl-gnr$'

ing se(t()r-

A coulious experiment

Accor(ling l() the ll()ng Kong Tradc
l)(\'cl()pnrent C()uncil. slxtc_()\\'ned cnlcr_

prises, x calrgory $'l)i(h includes nlost

llrge clepannrcnt slores. lccounted lirr
()ver 40 percent o[ (:hinl s t()tal retilil
sllcs in 1992. Crtllcctivcl,v oq'necl shops,

typicxlly coopcrxlivt st()r(s in villdgcs

Jn(l (ilics. chinlrd ln)ul .]tJ Pcrccnt ()l

retuil sulcs. uhile inclivirltrlllv trsncd cn-

tcrpriscs a(c()untt'd lirr anotlter 20 per-
(cr'tt. .,()int venturc trrtnmerti:ll enlcr_

l)riscs ()r rclail ttrnglontcrltles q'ith

hnrnrltcs in a nrtmbcr ol tilies ltcclrttnlccl

lirr nruclt ol Ihe rcnrlining s:tles.

llclirrc re[<;rms ucrc inlr((ltr(d in lllc
l9t{)s. retilil selcs lnd <listrihutiru u'ert:

slri(11)' .()nlr()llcd l)y llle trlinistry of C(rrl-
nlcr(c. n()$, knr:un ls tltc Ministry of
l)(nlcstic 'lradc. Storcs eoultl buy only

lionr clcsignated sourtcs, ancl only lt
pric,-'s set hl tllc St lc l'ri(c llLlrclu. ln
rccenl YeJrs. lrrlNeler. (lltinesc rctail cn-

terpriscs have'gainctl ntuch Sreutcr Jll-
k)n(nry k) purchasc dircctll fnln fact<>

rics and kn wholcsitlc nrarkcts set up

in nr:lny of the largcr citics, thouglr the

ministry still wiclds consiclcrlhlc control

tx,cr rctail clistributir)n (.i4, p.30).

tlntil 1992, Bcijing lrrScly prohibited

fi)rci8n panicipirtion in (llrina's rctail st'.-
lor. I'i)reign-invesle(l nrinufacluring i()int
vcnlurcs and *'h<llly foreign-o+'ned cn-

terprises (VFOES), ltowever, were per-

mittcd ro sell up to 30 pcrcent of their
(\ltput on the d(nncstic markct. Most llf
thcsc sales were made in srnell shops kr
crlcd in fi).cign-investcd h()tcls Jnd 'i'cre
xinlcd at ft)rcign tr.lvclcrs lntl others ahle

k) pa,v f()r goods lt'ilh hard currencl'. For-

cign invcstor-'i in fast-lixxl otttlets proved

the n()tal)le exceptions to this rulc, ils
thry u(.rt' ilhl( l() l.trlct Cl)in:l \
nrr,rixr,:lrolding citizcns.

22 The Chino Busines: Review Jonuory-Februory 1994

FOCUS



FOCUS

The "Decision of thc Ccntral Commit-
tcc of the Cr>mmunist Pany of China and
the State Council Conceming Acrceleratcd
Development of Tcniary Industry," pro-
mulgated in June 1992, cffectively wel-
comed broad-hascd foreign participatbn
in the retail scctor. Thc guideline$ p(r
vidc general policy rules f<lr the accelcr-
atcd development of those scctors other
than agriculture, industry, and construc-
tion. Under the new policy, the growth of
this teniary sector, which includes com-
mercial, financial, accounting, real eslate,

lr>trrisnr. and <xhcr service industries. is k)
receive greater emphasis than primary
and secondary industries. at lgast for the
next decade. The polic-y s main obiective
is to improve the lives of the Chinesc
people through efficient and profitable
investment, as well as to create more job$

and promote economic efficiency.
As a hr$ srep in the rrial liberalization

of the retail sector, the State Council in
late 1992 iisued rules for foreign invest-
menr io this area. The rules define the
scope of business, impon and expon au-
thoriry, and taxarion of FIES engaged in
retailinS in *Ie municipalities of Bei,ing.
Shanghai, Tianiin, cuangzhou, Dalian,

Qingdao. and in thc Special Economic
Zones (SEZs). By easing rhe restrictions
in these coastal cities and SEZ5. Beijing
hoped to instill a scnse of comperirion
and economic efficicncy into a largely
lackiuster se(or. Vhile providing con-
sUmCrS greater choices, the new rules
were also designed to induce State-
owned shops and enterprises to spruce
up lh(ir markcting l(chniques lo remsrn
competitive.

Tfie rcOil rcvolutbn

As a result of thesc policy shifrs,
China s retail sector has undergone a

miraculous transformation. Vhile shop-
ping in the past meanr visiring a run-
tlown department store und choosing
fr()m a limited range of low-quality
g()ods. Chinesc consutners are now
wtxrd by a growinS number of sophisti-
catcd rctail enterprises offering a widc
runge of products.

In principlt.. e:rch of rh(' slx.(ified cirics
and zones may recommcnd two largc
foreign-funded rctail ccnters to dte State
(:r)uncil for approval. tlrorrgh ShanghLri is

prcssing lo gcl Jpl)r()vrl for rwo in
l)trdong and t\ () ;lcr()ss thc river in thc

(rd sc('tion of lhc city. l)udong Eas tlrc
firsl region fbr whk:h the State Council
approved foreign rctlil j()int vcntures.

State-approvecl Fllis in the rctail scctor
mly take the fornr of e"<1uiry ioint ven-
tures ()r cooperativ(, ioint vcntures, and
thc ft)rci8n pxrlncr mJy l-^- the majority
shareholder. Vholly frrreign-owned retail
cnterpdses, howevcr, are n()t permitlcd.
Rct il FlEs are estal.lished and operatecl
r.rnder the same regulations as manufac-
luring FIES, !r'ith s(xnc cxceptions:

Wholly foreignowned
retoil enterprises

ore not permitted.

! Those seeking to establish a retail FIE
nust submit standard joint-venture docu-
menls for State Council approval via the
local g<-rvemment. rcgardless of fie sizc

of the investment. The Ministry of For-
eign Trade and Economic Cooperation
(MOF|EC) will examine the qualifications
of the Chinese and foreign ioint-venture
parties.

I The business scope of retail FlEs is
limited to the selling of general merchan-
dise. The FIES may not opente wholesale
businesses or act as impon-expon agenls,
but can impon and expon goods to be
:'old in thcir osn retail establishmenrs.
I Govemment-approved retail FIES may
impon general menhandise direcdy, al-
though their annual inrport volume may
not exceed 30 percent of total retail sales
for that year. The irnpon of hou.sehold
elcetricrl appli:rnt (,s, c()smctics, ciga
rettcs, and alcoholic and other beveBges
must bc in accordancc with relevant reg-
ulxlions.
I Expons by retail !'lEs must also com-
ply wth relevant regulati<rns. Expons of
Sntc-comrolled mc'(handise such as pe-

tr(rcum are prohibited. FlEs must refDn
to MOFTEC annullly [<rr cxanrination :rnd
approval of any cxfx)n li(enses for mer-
chandise under qur>t.r or listcd under thc
Statc plan, such as livcstock. seafood,
fruit, rice, and barlcy.
! 'lax holidays granted l() productkrn
Ijl!:s under the tlnifiecl Income Tax lrw
are not applicable t() retxil FIFls. \,!,ith the
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crccption of those locutcd in the SEZS.

Therc. FlEs in the servicc sector-includ-
ing rctail loint vcnturcs-enjoy a one-
year tax exemption li:llo*,ed by tu'<r
years at a 50 percent reduction.

A l<ral governnrent ctn cxenrpt or rc-
duce a retail venture's lrrll income t!)i.
In t\rdong, for ex.rnrplc. l<xll regulltiuns
stipulatc that retail ljlEs lrc cxenrpt f()nr
krcal income tax until thc ycar 2000. Until
now, retail FIEs have l)cen subject to
Consolidated Industrial and Commercial
Tax (CICT) at the rarc of 5.05 pcrcenr of
g():is salcs receipts. but the CICT supfr)s-
edly will be replaced by a vaiue-added
lax (VAT) this year (.see p.4). The switch
t() a VAT system is not expected to make
a big difference in the overall tax burden
of retail joint ventures.

I Except for items such as coal, gas, and
minerals, the prices of which are con-
Irolled by national or local commodity
price authorities, retail enteq)rises may
set prices for thek merchandise.

Like other FIES, rctail FIEs have ro
meet their hard currency needs wilhout
assistance fiom the Chinese govemment.
For most of the foreign-invested retail op
erations, foreign exchange balancing is to
be achieved by exporting. Vith approval
from the State Administration for Ex-
change Control, retail FIES can charge
customers foreign exchange certificates
for imported merchandise. Retail FIEs
may aiso use the foreign exchange ad-

iustment or swap centers to Irade rcz-
,t irrr, for hard currenq.

Brcokirg rw ground

To date, the State Council has ap-
proved applicarions for al.nut half of the
22 rerail ,oint venrures allowed ro be con-
structed in the dcriignalcd coastal cities.
'lypically, approval is grunred ro a prop-
crty dereloper, who thcn hrrngs in iL

large foreign depanment store as panner.
Theoretically, the sector is open only ro
thcs( Sr:rc Council.appnrvcrl projeclsr in
reality, however, nlany k)ctliieri-includ-
ing llciiing, Shanghai, (i uangzhou,
Chcngdu. and Vuhan-have approved
rcl il ioint ventures even though thcy
lnck the ofhcial po*,cr to do so.

'I'hc only real difference between
locirlly approvcd ilnd strte Council-
lpproved retail I.'lEs is ll)ar rhe locally ap-
prove<i ventures lack diretr irrrpon;roter.
'lhcy theref()rc tnUst inrp()rt through 3
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The Retoil Lowdown
As Trrc aR? wrs onc of the lirst jotrr-

nlls to report ()n (lhi J s (()nstrrltcr
lrrx rrn (-r'rt, 7bc (,71R N(,vcnrlx'r-D(.(cnr-

l)cr 1992, p.lli-12). lvc irl\\ays consi(l-

crc<i n]\'sc'lf 1() l^- uP ()o thir issuc. llut
ll!'cn I wrsn l prcpltrrd lirr rvhal I s:tu'

tluring nrl N(n,cnll)cr trip t() tlcijing ond

sllirngh:li. Chr()rne and ncon lssril lltc
evt. :rncl high pricctags asseult rhc prl k-

rtlrrxrk 'lhe throrrgc(l \lrc(ts lx).rJtl sh()p-

pcrs \\'c:lring lirr-lrirrlrrlc(l l(.xlhcr (()llls

luncl dcsignerJalx'l lx'lts. lxgs. end slxls
'lhc l:rhels nray, lt llkcs, hul thc stnlus

thel convey t() thc (lhincsc is rl]rl,
nonrthelrss. It s n() ${nt(lcr li)reign rcliril'
crs sce l t() be llllling ()\,cr lh( sclves l()

brclk into thc (:hinr nr.lrket. (inli)rttt'
n;rtcl| Ii)r s(n e alrclt<lY thcrc. n()l c\'(n'-
thi,rE rr Jr r()st ils tt lrxrk:' r,n tllt surl.tr t'

Enlry sffighs
I,orcign rclxilers sccking to sell in

('hinJ ('urrr:ntly lr:lr,( .1 nurlll)crr)[()l)ti(nti.
* ith *'hich t() l,rc!k int() thc turke t.
'I hcsc in<ludc:

I Retail iotnt ventuts sktc-upprovcd
clcpanment strrres lteve 1x'rhaps reccir'r:d

ll)c rnost pul)li(ily ()l :tny lonn ol frrrcign

inv()lvcnrc-nt in Chinx's rclail scci(rr.
'fhese ioint venturcs gcnerllly are no-

tablc frrr their arnhiti()uri size lnd x<lpc
:rnd thcir abilitv to imfx)n directly.'fhr
\('xtxgc Shxnghai Y {)lrJn st()r( in
l\ldong. for example. will bc I 2l-st()ry

huildinli encomprssing a depannrent
\torc. rcsl!urrnts. lrcrlth clull, skating
rink. swinrn)ing prx)1. lx':rury prrlors, ancl

()ther amenitics.
llnless the stalc C()u ncil-a ppft)vcd

\l(,rcj, ft,ceiv('cxcnrpli()ns ()t con( ('s\i( tns

frr>m China s high irngrn t:lriffs. as YiG
llan did, the riglrt l() inrp()n clirectly dtts
n()t lrppcar lo lx'nru<Jt of ln advanlagc

right now; rrlhcr storcs trc lblc to:t(-
(luirc inyx)n(\l grxrls rl cheaper prict's

hy trsing Sotrth (:llinil trldcrs \th n:r!i-

l{.ltc lhc grJy nurk('t x,l)ring g(xxI\ in Jl

R'du(cd fttes ()r duty frcc.

I Retall arms of manufacturing iolnt
venturrs S(xnc ()f lhc nl()st strc('csstirl rc-

t:ril ()utlcts in Chin ur('lhose tlut h:lvc

bccn t4rncrl hy nrlnula(luring ioinl vul
rurcs, srrch as Cnrorlilc and l\Icx.li.'l'hr'st'
rrLrtlcts otler thc (Ir.rlit) rnd frestigc ()l'x

forcign pr(xlud, lrut lt kr$,cr priccs thrn
im[x)ns. I]ecrusc China ckts not allorv
rvlxrllv firrcign<xlrrcd lcnturcs in thc rc-

tail scclor, sonrc lirrcigrr rrrmplnies that

st't'k lo pcnetrltc thc sc(l()r estxl)li\h
rnJnul_:t(turing i()trt vcnttrres \uhich in rc-

rlily (l() ()nly J bil of llrxcssingl lhc st<,tc

c(nlstitutcs lh( hulk ()l lhc invcslmcnl. irs

op;rrrctl to u siclclinr.

Fronchising seems to be

on increosingly populor

woy of entering the

Chlno retoil morket, os it

shields the foreign

compony from currency

risks ond involves

comporotively little

copitol outloy.

lrrcl pricrd, lnrl crtn clo Iittle to cnsurc
high (us(nner-sen'ic(' stJn(lirtdi. :rac cn-
lirrtctl.
I Dlslrlbution/conslSnment I:ntcrinH

inl() x dislributi()n xrrxngcn)ent \\'ith l
(.hincsr c()mpilnv cn:tlrl<s lirrcign cottt-
plnics t(' i\,oi(l (:hin('s(' lirxer ilnd htr.lc

t.rpit.rl .rrtlay:,. lrut rtl',r Lltttcrrll) Irrtr
ll)cnl lcss c()nlr{)l or,cr hrrs tltr'ir pr'od-

rrrts arc priccd an(l s()l(l (i,lnp:lnies n()l

\islring to invc\l dirc(ll\ lrul <rrncrrnctl

:rllrrrl prcscnting a untlornt inrlge lor
thrir prrrlutts. thcrclirrc. rtlt,v (lxx)r'c lrr
\(ll ll)('rr qrxxl\ (,tr lr r'orttnrrssirrn lr.r:'i:'
'lllL rl)()sl c()nrnxrl \\':lY lr, (k) lhis is l()
renl sPa(c in I llrgr, dcp:rrtrnt'nt st()rc (n'

ur .r .1r,,|lrinE rrr.rl! .rtt.r,lr.'rl lo a lirrt i8n

ti,llll \r'nlur( ltrrtrl. lvPrr.rllr. tllt' trr|rgn
ronrpanl'sr.rpplies tltc grxrds end tltc
sl(,rc supplic:' nrunrgcnrcnl persrxtncl
ruttl crrnclucts sales in r-t{ttrn firr lt com_

ntissirrtt.

! (Xhcr Otlrt'r opt,(r'rs li)r li)rcign c{rl)-
plnies sccking t() pcnctr lc thc rcl!ril
nr:rrket inclttde cittcrillL ir'tt() long_tcrm
riritlt.U:srn(nl ('r )nlr.l( l\ Jtl(l csl.llrli\hin8
t(rnt-( )P('rJting ('ntcrPrrx.. I ltt' l tnncr in
rrrlrt.s s<.lLng {)n(.\ n.rrt( trt en cxisting

rctirilcr lnd nrnnilginS ils ()perJli()ns.

u hilc thc llrttcr allo['s a ti)reigrr-i!]vcslcd
cnlcrl)risc already in (lhinu l() sct uP ir rc-

tlil entcrprisc u.ith an()tlrrr Chinesc pan-

lcr. Tlrc rcsulting jt)int vcnturq is con5id-
r,r(d J d,)m('\ti(. rrtlrcr than [ortign.
cntity. Such entcrpris('s arc' n<.rt alkru'ccl

l() imp()rt or cxp()rt tlircrtll', hon'cvcr.
anci thcir tax and legrl status is unclerr.

Belnrr the surfoce

sclc(Iing thc right vchicle li>r panicip:r-

rion in tlrc Chinr,r r.uil nrrrket is no
casv utler. Rctail ilveslnlcnts arc gr<)\.
ing inerersingh, r\p(nsi\ r'. \\'llilc Pft)fiLs
rr( pr()ving elrrsivc lirr n)iu'ly st()rcs.
'Ihouglr man.v of thc l:trgc cltuins. such as

laolun. are i\ illing t() sust;lin shofl-tcrn)
lossrs in rcturn lirr grinirrg lhe n:lmr
rc('()gniti()n rrn(nrg c()os(rrltcrs lhat c(nrl-
panier lltlie\ c $ ill ensrrrc their krlg-tcrnl
suc(css. n()l elct_\ ()u(' (.rn ltfiirrcl such I
str.rtclly.

ln lhe sh()rl lc[ll, x ntrnll)er of Pr()l).
It'rrrs sill,.'t'rttinrrr. l{, l)l.l}lur' irtr(i.l('t'} in

th( r(txil sccl()r. i)lring i llrlli()n rxtcs
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! francltlslng Fr.rn(hisinl{ s.ents t() l^-
Jn in(rcJsintly grpular urtl ()f enl('rr,)E

rhc (:hinr remil nrarkcr. as it shiclds thc

ftreiglt complnt hrm currcncl risks and

inl(rvcs cofilpnntivcly lttlc c Pitxl otll-
lay. Ccncrally, the forci,{rl company p(}
vides the protlucts, llong u itlt
id('rs/ tmioing in mrn:lgcmcnt, markcting.

decoration, and scnice strJlelaies. \ l]rlL'

th( (:hin('sc ,.', rntp:rny hlrs lll oJrcmting

risks Mant' of thc last-lixxl chains ctrr

rcnrl\' (,Pcn in (.lrlnil, .u,.'lt :l:' lt.trrv
Quccn, ()Pcrillc ()n lt lrunrfiisc hiLsis. lntl
Il()rrg X()ng clothisr (ii()rdano recsntlv
.rnnottnr'ccl its (l(('i\r{,n t(' (t'nv(jrl Ilii
(lhinl strulcgy lnrm onr lusttl on invcsl-

nrcnl k) ()nc ()f lrun(hising.
Ar lilnchising is still :r rcllti\elv n(\\

Phcnorncnrm in (,hiolt. lx)$cYcr. thsrc
arc no spccill hu's grx'crning lllis in1'csl-

nrcnt lchicle xn(l prolc.ti(nr o[ intelk:c-

tu:rl propcrty is u panttrlar c()ncern. L)

r(l(liti(nr. thc lirn(lliscr hrts rchtivcll liltlc
r()nt()l ()\'cr hou grxxls arc rlisplltlcrl
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Foreign nome brond:, ruch os Mickey Mouse children's weor hom Ihe Wolt Disney
Co., otkoct much interest in the Yoohon Oeportment strorc in Beiiing.

At leost three

lorge Asion firms

hove plons to open

supermarkets in Chino

this yeor.

*ltcrc priccs art lrighcr thln xt (:hincsc

cstxlrlishmcnls but cheupcr llran elsc-
whe rc in thc st()rt.

1)cr'pitc tllcse ohstacles. lirrcign conr-
pxnics ('()ntinuc t() strerrn t() (:hinx s nlil
i(,r titicr to in\'(.\trg:ll(. rrtail r,Pl)('ntrrtr-
ties. 'lhe n(\t hig $lrc of iovcslotL,nt
$ill likclv lt in thc lixrl sc(t(,ri tt lc:tst
thrcc llrgc Asian [irnrs hevc pllns t<r

t,prn supurrnarkcts tltrr yc:rr. Forcign
c(nnpanics are llso kxrking int() ol)lr()r-
IUr)itics in thc (li:'tril)urion s(,('tl,r; 't'ro
hln. lirr instance,:ll()ng with (:hina Re,

sorrrces. Itochu. ancl sonte other
JJpiln(sc co[lpJnies, has irlreldy se-
ttrrt'cl l.rnd ft,r a di\tril)uti(,n c(nlcr in
l]ciiing. Invcstme,rrs in lxnh lhc disrribu-
tion lrnrl supernrarket arqts slrorrld in-
trcusc slrles ()pp()nunitics li)r (rthcr f()r-
eign nrilnulncturers in Chinr.'l'he big
$,inners tt thc ncar fulurr, horvcver, rvill
lr (llrinese consumcrs. who rvill 6nd an
cvcr'increasing selcttion of grxrcis antl
st( )rc:' l() ch(x)sc, tr(nD.

arc sending rents and salarics thr(,ugh thc
nxlf lncl increasing thc priccs of inputs
[<>r Lral nunufacturers. As a result. all rc-
tlilers had l() incr(;lr'c tltcir priccs in
l9r9j: Ibng Kong s Goldlion. a high-end
mcn s feshion chain. Bised pri(cs 40 pcr-
cent lilsl vcirr. ll()s compilnirs. hoiver,er.

lrad lo res<:n to more nxxlesl incrcases
anci squllorv the hulk of rheir incrensed
()pcrating costs, thcrchy cutting profit
nrargins.

'l'he +0 percent drop in Chinx s crrr-
rcncy in the sn'ap mlrkets lilsl summcr
rlv, s rc:rkrtl harrx on thc profir nurrgins
()ft)reign rcuileri. though thc pr< rlcm o[
currencv risk eould l,lc lcs*.nc<l rhis vear
if Ilciiing unifics the olfieill lncl :nlp
fill(\ lJ(,('l) l). I)fi,1r('nts \t('rr)DlinE lilnn
(lhinr's urrclcrdevelope<t rrncl orcrstlrincd
inlrlstrtr('lrlrc, hotvcvcr, shotrld bc cx,
pectcd tl) continu.". l)c-livcrics lre ohen
sLru :tnd errltic duc lo ovc[(roudcd
n>ads:rnd trlins. utl gr*'cr shonrtgr:s of-
tcn li,r(c hr8c rerxil c(nlpllxcs to insull
cxpcnri\ c l)r(-kup systenrs.

As in ({hcr sectors in Chinx. grali is

:llv,:r gro\\ing helrLrr hr.. lLrng Krrrrgs
'l'igcr flnterprises reponedll lost .l per-
ccnt o[ its invcntory l() thievcs lust ycar.
'I'he Sirct're Departrncnt St()r('ilr Slr1lng-

hri usccl to che<k thc blgs ol ull its
tlcrks lx'[<rrc thet.lcli crth tl:rl rrnlil onc
srrrhcr trrrnpllined puhlicll unrl thc l<>

('Jl gr,\'(,fltnrr,nt forhlrrL. tltr' Jrruttirc.
R;tndotn fines rnd li'c:' ulso <lrirr u1r

costs fi>r retailers; in Shanghai, lirr in-
stilnce, st()res clrn be hnc-cl-to tl'rc lunc
ol Y2{) per it(rn-il l(}(!l go\:ernmcnt in-
spect(,rs disc()vcr that ilcms arc n(rt
hgged to gorernmc rt specific:rtk)ns.

\nn( tctirilcrs .rls r vjcrn lo hrrt, nris-

calculaterl thc buyirS fx)$'cr of Chin!'se
resid(nts. I)csl)ite thj press l't<x)plil irlx)ut
rhe dc\ire :rntl lbility o[ Chincse c<ln-
sLrnlcrs I() purr'lt.ts,: luxury imports, x

quick l,r,k rrottnd tltc Scilru,r1 Wlngq
del)xrlrncnt stor.s ill Shenghai revells a

lot rnorc lrrorvsini-. lhxn buving.'l'hc
lrr\i('sr \c(ti('n l)f Ilrt. \.rohln rtort, in
tt(,iiing is thc supc.nllrkct tixrd court. _t,B

Privoie enlrepreneurr ore continuol[ upgroding their shops ond merchqndi:e. ln
Guongzhou, mony:moll shops sell brondr well known in Hong Koog.
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Chinese pilnncr or tr-Jding <rrmpany. the
:lJt( C{)un( il xpp( :lr\ lr) lre crlt king
down on such reaegadc retail vcnturcs,
rlx)ugh. Reponedly. rhc slatc Council rc-
( cntly oftlered the Sutc Administrrtion r)f
Industry and Commcr(c (SAI(I) to with-
hold business licenscs to such joint vcn-

turcs ancl instru(ed Cust(nns o[ficials lo
dcn!'d)eir imfx)ns entry int() thc (()tlntry-

Il is cxtrcorcl) unlikcly lhxl thcsc' orclcrs

$ill l)c irrrplcmentcd. hou,cver, as thcrc

are n() re?ulations explicitl,v outllwing kr
call_v l1rproved retuil vcnturcs lrncl any
nrovc to ban these enlcrprises w()uld
likcly l)c mct with vchemenl pr()lests

Irrrn lrx:tl officials.
'lhus l'ur. Hong K()n!i. .lapxncsc. and

S()utllclst Asixn c(nupanics havc bccn
tllr' cxrlv entrunts in Chinx s rcliril scct()r.

l'x()hin lnlemati()oill. r.lapln(jsc rct iler
hclcl<luancr-ed in Hong Kong, has al-
rrlrdl openccl slores in Shcnzhen and
Itcijing :rncl \\xs lh( llr:'l r(tiuI r l() \\rn
litalc (i)uncil approvlrl-lirr ir hullc c(rn-
plcx iil l)udong with thc Shxnghli N(). 1

l)rprrnn)enl Slore. l-hc Sh:lnghai sk)rc. lo
l.)(. iointl\ ol)cfllcd lrY thc lurr Prtnners,
is rcprrrtctltv schetlulccl t() (rpcn xl lhe
enrl o[ 1995.

Otll('r slllt!' (i\rncil-xl)l)r(\'td pr()iccls

ir)(ludc :l jr)iDt vcnlurr l)cl\\'c(n thr
(lllinu lics()urccs Gr()ul) ()l ll()nE K()iU]

.rnrl tlrt :ltrtnglrrtt Illr:rlr:rn Slr()l)l)inI (:( n-

l!c. ln lieijing. the n()(l hirs l)ccn llivcn to
ir singirporc gr()up l() iD\'('st in tlle
Kcrrpinski l,ulihlnsl (lcntrc ln(l lo ll{)ng
Kr rng s Srrn Hrrng KJi l'r()pcrlics l() iovcst

in l)(nrgxn !lirrkcl. ln 'lirnjin, 'lhrihnd s

(llril Iiri (;r()up xn(l ll(ng K(nrgs Sltun
'lilk (;r()up hlle eatlr lx'en lrpprortrl to
sr.l ul) relilil I'lEst lxrth troups arc alxr
n( H(,li.llilrl.l t,r r''l.rlrlirlt ol)('r.tlions in
(luirngzln)u. A.lapancs( g[(nrp ltxs l)uen

okayed to invcst in a Dalian retail FIE,

and lhc Malaysixn Lion Group will invest

in a Qingdao venturc.

Asian compilnics such as Pacific (lon-

c()rd. (;i()rd n(). sinccrc. Shui Iling. artcl
I07ing ()n ()l II()ng K()ng, al()ng $'ith
laprn s Irrlxn :rnd Scilu. irc rl5() itlll)P-
in!{ int() tll('(:lrinr nl;rrkel lrv r'.trt()tts
tncJns. \,rr)( lrxv( \(l uP nunulJ(lrrrrn,,l
FIEs rrr tianlltising <)pcrxti()ns, whilc tlh-
crs havc r4rtcrl lo provicle thcir ntnrcs
:lnd nranxg!rltcnt seni(cs 1() existillg (;hi-

nes('rctllilers.
IrS ancl liurr4un rctxile rs h:lvc l)te n

slo*,to junrp r)n lhc retiilinF l)and-
$,x!{()n, th()ugh \!'rlnlxrl. _l.C l)cnnc\'.
and Wrxrlu,onh's lur.c reJxrnedll' ln'gun
t() cxpk)rc r)pponunitics in Clrina. v'c\l-
crn rcltilcrs sccnr l() fcel rn()rc c()tt-
straincd by (ihirlr's in(r)nvefliblc (urren(y

.rnrl otltct'ln(,lrlLr)r\ ll)itn (h' tltcir Aj'i.rtt

aounlcrl)xrls. u,ho htvt rnorc exp('ricn((
in tlrt t',,trntn ll(,nI K('n8 ('()nlP,rnr( \ in
pJrli('ul:r, :rr(':r(l('l)t irl LJlitn(inF li,r( jFn

cxchirngc irnd ncgotiltting China s lTvzrn-

tine l)rrr('xu(_rxcf itrrd distribution srs"

leDls. As nrirn!- ()l'lllcsc c(rnPxnics ar(
elso lanrily o$'ncrl ancl ntn. thc\. ltrc gcn-

cr:rlly more llcxilrlc:rncl alllc to rcsponrl

to chlnging niilrk('l c()Ddili()ns m()rc

rlrricklt than large Vcstcrn firnrs r';tn

Speed bumps

Though getting int() thc China nurkct
early has cnablcd son'rc rct!ilcrs lo estab
lish thcir names and crrn g(x)d returns,

ft)rcign invesors in thc rctail 5cctor still
flcc a number o[ hurdlcs. As in any othcr
scck)r in China. bure ucratic red trpe.
grali, lncl lcngthy dclays in the appu,al
p(xess can be aglmvating-it can takc

up t():l ycar t() gcl ilpproval ti(rn thc
Stalc Council.

(ihinr's inadcquate infiastru(lurc is an-
()lller prol)lem faced by lirrcign rctlilcrs.
'llrotrgh Chinese c()nsumers n()$' realize

rheir l)uying p()&cr. China s inefficient
clistribution. c(nnnrunicxli()n. antl trens-

p()nali()n svsrenrs still kccp trr:ln)' g(xxli
in sh()n suppl\' or oll thc shclvcs rltt>
g(thcr. (;r\.cn CIrrn:r's rencucd , ntpltlsis
(nt inl-rJstruclure improvenrenl, lxrrvcr'er.
s,rrttc',,1'llrt:.,. PI,)l)l( o)\ \lt()ttl(l l)e Jll('vi-
atccl in thc near firturc.

A frrnhcr difficulty is tlte unrvailability
ol crrmmcrcial pnrl^.-ny sr.titublc lirr relail

i(,inl \'('ntrrrcs C(,nrl)clili(,n li)r Prinr('
\ll.)l)l)inB l(x]tirnls in thc r)rJi()r (iti(\ is

kecn, and the price <rl c<lrnnrcrt'ial prop
crt\'in pr()spc-r()us ereas has rist'n clra-

nlxti(xll,. I'()peny devcl()l)ers llxvc tilkcn
lrdvrrnllrgc of lhe rcrrlc sh()flxge t() ptrsh

up rcnt:ll rutcs tirr retail :lncl crltnnrtnial

'Prr,.t: in SlranSlt.ti. lin ('\irrtl)l(]. rillcs rn

s(),11c llrells r()se l)y 40 pcrccnt ()r fll()r!'
l:rst t'clr. As Shanghai n(l (,llrcr ( itics arc
in tltc mirlclle o[ it builcling licnzr'. lxru.
cvcr. nl()rc spacc shor.rlcl lr'<rrtttc :ttail
irlrr l)\' lq)i-96.

li\'(n \\'hcn adequatc rctlil sy'xtr'e hes

h.cn olrtatrctl. rctlril enterPriscs lar.e ln-
othcr hurdlr: llck ol trlrint'rl Brsonnel.
Sin(c llrcre are n()( en()Lrrlh locltl nran-

ilgers, Ihc clevc[ryrmcnt (,[ (]lliilxs rcl il
s( ('t(,r (l('pt'nds l.trgclr ,'tt tlr( r'\l)( nri.r
of lirrcign prsonncl. Rct:ril vcnlures have

high rtrrnor'tr ritcs lm()ng nlilnrgerixl
str '. hos'c|cr. L-()reign nrxnxgcrs nlil\,
lcrrvc lrccnrrsc ol ltousing l)r()lr(n)s ()r
lrcc:rusc thcir crrlturc and rrrlrnllgtrtlenl
stylcs cllsh with th()se ol crttployrcs- ln
lrlclition, lxrth fi>rcign xnd locul nlilnxgcrs

nlrl lt lurcd arvay by othcr fltrnrs otler-
ing l)l.ttcr pr)'()r in(untivcs. Sotttt' ltx'al
stlll j()in thc FILI nlcrclv lo Lt(l lrilining lo
qtralilI lirr highcr-pryinS johs irr othcr
:c(1()rs. Th(rrl is no slrcial soluli(,n li)r
solving tltcsc p()lrenrj'. ()llrer lh:rrr l() (,l-

Chino's Lorgest Deportment Stores by Soles Volume, 1992
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Nome

Shonohoi No. I Deoortment Sbre
Shonihoi Huolion Commerciol Building
Beiiit Xidon Shopping Arcode
Beiiing Deportmenl Stcre
Tioniin l-ido lnternotionol Co. Ltd.

6 Zhongxing-ShenyongCommerciolBuilding
7 Guonozhou Nonfono Do Sho Deoortment Store
8 lioniin'Huolion Co.irer'ciol Building Co. Lrd.

9 Shonghoi Yuyuon Shopping Center
l0 Noniing Xiniiekou Deportmenl Slore

SOIJRCE: Hong Kong Trode Developmenr Council
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687
686
650
624
624

FOCUS

US ond Europeon

retoilers hove been

slow to jump on the

retoiling bondwogon.

r!to!s"E_E!!!srl
I ,350
r,035

865
777
760
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The Beiiing No. I Deportmenl Store

feoturer in-store somples ond
promolions io lure cuslomerr.

llll irs (lhincs( rctlilcrs ltcornc nurrc
knowleclgcab[ alxrut lctail,ncr(l)xndis-
in! .ll)(l, )PCr,lllnS rrr(1lxxl\. ( ('llrlnlili, )n

ii sLrre lo inlcnsil\-. li)rcign reluilcrs nr:lY

no longcr l)( il( ( cptc(l-h-v olficills or
pr( )sp(jcti!c l)llrlncrs-()n i lirsl-(()nrc.
lirst-ser\e<l l)xsis. l)r()spcctivc pltr(ncrs
rl'ill lrccomc rnorc cltrxrsy ill)()ul \\l)icll
Ii)rcign c(nnl) nics lo !rin lirr(cs *ith uncl

l<x al oltcials s ill prolralrlv be lcss s illing
to grant spcciul trx rnd other lcgirl ('()n

(cssions t(, lirrcign rctailcrs. (inrrpctilkrr
I.)(]tween Sinr>firrcign rettil j()illt vcnturcs
lrl\,) Prnrli\(s lir lrc scr':rc. (,slr(,( i:rll)' rn
Slunghai. T() stx) (r'r krp, forrign corr]pil
nir:s s'ill nce<! l() rell(l l() nrarkct (ltnxnr,
ics xnd rcc()gnir(j that xtlr:l('ting c()n-
sunlcrs in clilfcrent cities will likcly
r(,(luire r vrricty t;f nrerkctinll tccltnic;trcs
xn(l products.

It r)ray l)r s(xl)c liotc hefore Chinl s re-

txil scctor cJn tnrll' lx considcrcrl rpcn;
olllcials havc yel to pemrit the est;rl':lish-

nrcnt of lorcign-invcstcd remil cstahlish-

nr(nts in citics fu(hcr inland. l'or tltr nx)-
menl, though, thcrc is n() shortugc of
hrrcigners rager t0 tcst the walers (m the
.().1:rl. t

^!
b
!

7fl q+x r'#.*l,.al
.IF OI'IE FAILS TO IIAfiE USE OF NATIVE OUIDES, OI'IE CAI'IIIOT OAII] TT|E

ADVANTAOES Of OROU D,'so admonished Sun Tzu in 'The Art of Waa- a Chinese
classic witten more than 2,OOO yea6 ago but sti applicable in business today,

JI.JITIP STf,RT
YOT',R CIIIIIA BI,ISINE.SS
HIIfl APTN EXPERTISE

. 54 Key Projects Were
Approved I t/2ol95 With
4 Billlon USD lnvestment
Potential Eagerly Awaiting
Your Participation.

. Sample ProJectsi

-2O Millton KW Power
Facilities

- I4O,OOOMT ln Steel Tire
Cord Production

-Telecommunication And
Infrastructure Projects

{+FWF^t*-arl +Da

IIUPLElIENTING
YOIJN, CHIIIA STAATBOY:
r 7 DAY COTJtrSE/TflIP
. Initiate With U.S. Orientation

Course.
. Close Contacts Allow APITI

To Introduce You To Key
Decision Makers.

. Ouides And Advisors From
APITI Will Be With You Every
Step Of The Way.

. Optional nollow-Up
Consultation Will 6e
Available.

FOR DETAILED INFORMAT]ON CALL:
2031325.9A66 205/595. l6 r O
(Between l3OO to SrOO PM EST)

FAX: 2O5l59J.161I 2OSl327-3lOs

Jonuory-Februory 1994 Ihe Chino Business Review

ti'r highl,v tonrpctitivc sallrry', hrntrs, ancl

horrsing sr'hc,rncs.

Choosing wisely

(;ilrn thcr'c linritations, it is ilrp()nrnr
that a prospcctir'c li)rcign rrliril inrcsl()r
pick:r lr'cll<lLrulifiecl (;hinesc pnrtncr. In
()pcrilting I rctilil i()int vcnturc. tlrc (llpllc-
itv of tlte (lltincse sitl( t() con(lu({ irnp()n-
exF)n x('ti!'ities. :lc(css di:ilril)uti( n chan-

ncls, end srrtrr<'e (luxlitv c()nsunl(.r g(xKls

should bc inrponant consiclcmtions. l-and

nrly also lrc un inrportant contril)uti()n of
thc Chinesc pr(ncr. If thc pxrlncr ton-
trols rights to a g<xxl piece ()l propcn).
thc joinl vcnturc nuy buikl commercial
spxce to ils oNn specificalions antl rent
,rut uny surl'tlu' sp.rtc krr l tidy prrr6t.

For thc lirresecable futurc, c(x)pcrirting
\\"ith dqnc i( rctlilcrs. r"lhsr thilu stxrt

ing tnrm scmtti, \'ill rcimin thc quickcst
rnci cheapcst r()ule l() estxblish rctxil op
(ratir)ns in (.hiDil t',rei8n r'()nrp.rnies
nllly want l() (()nsi(lcr managing a ltral
rctail estal)lishmcnt in return ft)r r ccrtain
p()fit m{rgin, r:r l.luying shirrcs in ln cx-
i\linE dcPxnrir( nl \l()rc xnd (1)nrc,1rng il
int() a ioinl Yenture.

I-rl

n

h
n

AP INTERNATIONAL TRAINiNG INSTITUTE
lOl O Washington Boulevard

Third Flool
Stamford CI O69Ot
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rocus
Eve'ryonc hnows thcrc ilrc rr()trn(l 1.2

l)illion rexs(nrs why tirreign rclrilcrs:uc
so aflructcd to (;llinx. But is tll('ir inl.rest
$'lrranlccl. ()r is it prenrxlllreT 'l n'itrg t()

tiJck jusl h()N Druch nl()ncy (:hincsc rc

crmin!a-xn(l spending-is n() els)' feat.

Although oflicial st.ttis(ics indicrtc lhe

xveragc (lhincsc inc()nre is xr()un(l 5.320

prr yerr. lllis ftgr.trc is uiclcll e<kn<lu1-

cdged t() rrnderc()unl rcal e rnrngs ilnd
I'rryrnF Iu,t*,r. (\l)((ixll\ rn tll(' (itie\.
l\lany lirrcign c(nlPinies, llterefrrre, lravc

lrccn con<luctiltg their own rcsearch to
cliscover ut whxl income levcl Cltinese

rcsidents l)uv signi[icant qtl:lntitics of
c()nsunrcr pr(xhrcts. l\'l:lnagcrt)cnt c()nsul_

t:lnts IlcKinsc)'& C(). figurc (:llirrcst \\'ith

rnrual per clpila inconles of St.000 or
more (ar()un(l Y5,800 al thc ollitial rate)

rcprescnt (:llinll's relll constllller ourkel.
According to x 1992 .epo( llv lht conl
pan\'. li)rcign lirnr are lhus kxrking at a

mxrket (r' xl)()trt 60 milli()n (()tlsllnlcrs.

McKinscy forccasls llte nunrltr coulcl ex-

cecd 2(10 million l)y thc ycar 2000.

Klernu ()rt lJcn\,,n. nt(iln$'ltilr'. e\ti_

nulcs the size of China s c()llsttnlcr nl:lr_

kct bl cllcLrlating the numlx'r of nriclclle

incomc urlxn hor.tseholds. ()r tll()sc \\'itll
rnnu.rl inconrts ()f $900-5l.lt50 (Y5,220-

10,730). counling sul)sidies. 'lhc invcst-

mcnt l)unk ligurcs 5-15 Perccnt ol thc

housc'lrr:lcls in (iuangzhou. Sltenghai. ancl

llcijing 1:rll inl() lhis categ()r). J gr()ttl)

wtich is gro$ ing hy' 25 perc('ul Per vcrlr.

I[ econornic gr()\'ll) c(nllinucs xl PrcsL-nt
Irvels. 20 pcr(cnt ol'trrltan ltousclxrlds
('()uld l)( ( ()nsidcred miclcllc-inconre
*ithin e clc<aclc.

Sune\ Rcsclrrlt (lrr)uP (sR(;) Cllin ..l
ortrkcl rcscarah firnt. has yct lrntxhcr
\\,ay lo (lt.tcrnrinc lllc sizc ilnd sl)cncling

power of Cltinlt s (rnsrttntr rnltrket. It cli-

vidcs url)xr) ltottschokls into lirttr inconte

lrrackcts rangitrg liortt alxrttl $ti2l-S2.(X

prr lear- 1'lte lrr:tckcts rtrc: Llll(lcr \'-rO0

pcr ronth. Yr00-699, fl(){)-9(.)(). and
Y1,000 Plus. Ac(1)r(!in8 t() Sll(; s JUxrch

|993 rcp(n1. rvctil8c m(nrtllly ItoLtscholcl

incomc in llciiing xnd Shangh:ri lcll in

llle s(c()nd-lriglrcsl (rl ttl{()r\'. \\'h i le

Ir,,trrsll,,lJ rnrirrttt in tiLr:tngzltolt \\.t\ tn

tlrc higlltsl ( rll('t{{)t-!.

Ad\enising agc|tc1 .l. Vrltcr 'lltott't1-r-

sr)n. nlcilnwl)il(', chims (lltinlt ltas tnorc'

than 16 nrillion ltlltents pr.r4rlc u'll<r

c.!rn Jt l(..tj,t lx0(l I)('r rrr()nllr in
(;u:lngzln)u (;ll)(nrl S1.655 P(r !ei{r) xnd

Just How Big?
rcnt. educati(nr, lntl nredictl lncl $'cltlre
prl)mcnti.. nt.rnt ltrvc sulxt:tntrll tltrlnti_
tir.r rrl tlisprxul:lt' rnirrn(. IIiElt itlllxlit,n
rates are also cn(()uritging prrrchlrscs of
(()nsLlrlrcr dur:tlllcs. As pritcs of trlcli-
tionalll 'uhsi.lizt'cl g,'r,ds rnrl sc'n icr.s

likc [<xxl and rcnt rise, ho\\'t!cr. intlch
o[ tlre populltion s di:iP()sxl)lc in((nl)c
nt:tl clcr'tc.r:.t . ltort ign t,,rltl:.tni. s.

though. shoukl fure rvcll nevcnhclcss. rts

(.lrin(\( (1)ns(lrrcrj. Pr'nr Itattt lirr lirrt ign

pr,,clu,.'t:' st'tttts ('nl\ l() l)t: g(lltng
slr()ngcr. -PIJ
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xr lc sl Y600 per month in llciiing xn(l
ShanghLri (S1.235 p'r year). The agency

rulso clain'rs that m()rc thrn I milli()n (lhi-

nt.st. hlvc annual in<onrcs t>f ovcr
Y3o,(XX) ($5.172).

\flhilc thc expcns nray tlisagrce ovcr

ho*' nrln-v Chincsc' rr(' ucelthy enough

tr) l)u\'(r)nsrrnler Prrxlttcls. severll itn
portxnl points arc (lc:rr. Firsl. raPid
gft)\\,th in r,!'age r:ltcs is lrringing nton'
(lhincsr int() the c(msumcr pool. Scconcl,

sin(c nl()st Clrinesc cunently spentl only

llx)ut 1.1 pcrccnl ()l'lhcir incomes ()n

Retoil Soles ln Chino

r.ooo
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f

Ir988 t99o I t992
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CHINESE BUSINESS tAW

Reproduced for you...
Iinanslated for you...
Explained to you. ..

andwe keep it up to date for you!

CCH's China Business Law Library givcs r<ru specialist knrnrleclge fxtrn k)cdl e\perts,
supponcd b1' the u,r>rld-u,idc n:sources of (l(ll I. It pr<rviclcs tltc irt,ftnnatkut ytru need to
be prcparcd for any business situatiort - in A \crv cc()n()mical lihr.rry plan.

China Laws for Foreign Business

and rrndcntanding. (i)nrp()scd ()f thR( scpamtc kxrsc,lclrl scrt'iccs. il c()\'( rs:

Ilusincss llcgulation ( l \r)htnrcs)
Spccial Ztxrcs & (,itics (2 \'()lutDcs)
'l:rxttion & (-ust0ms 12 xrlunrcs)

China Business Law Guicle
V hil( Chine l-aws for Foreign Business pnl i<lcs tlrc tcxt ol lht luu. lhc Guide rliscrrsscr, in Iinglish, rl'h:lt xcluxllv
happctrs in pr:lctic( lnd h()\\'\1)u ciln r rkc thc nl()sl ()l-inlc.lnr(nl lll)l)r)flutritic\

The right combination for your neecls
\it' ofti'r tllc tuliti of thc China Business Iaw Lit rary in (\'cn possihk corlbirrlli()r) l(, suil \1)ur n(.cds. \i)u nttv
rlrdcr thcnr individuall\'. in c{)nrbinilli()ll. or Jrurch:rsc llrt,r,r'riiR. lil)r:lr\ |

Fincl out more!

rr)u x liec ilrli)rrrrilli(nr lxck or:rrr:rDtc lr nrxrl)liqlltion inslxcli(nl li)r \()U.

It)9.1. (.r,mnx.rcc (;lr:lring Il(nlsc. ht(

MMERCE CT.EENTNc HoUSE, INC.
4025 WEST PETEASON AVENUE CHICAGO ILLINOIS 60646
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FOCUS

To Morket Tc MorketI

An ontiquoted

distribution system

poses perhops the

greotest chollenge to

foreign retoilers in

Lhrno

I Julie Reingonum is monoging direc-

tor ond fino Helsell is o project monog-
er ot Pocific Rim Resources, o Son

Froncisco-bosed consulting fi rm speciol-

izing in Chino business issues.

W**I,',;::,.,,:.
c(rrrp nics is hos to gcl lhcir pr(xlucls

on storc shcl|es. As (llrin:r dismiltltles ils
out-m<xle<i Stal( dist l)uli()n systen), ()P-

p.,rlunili( \ inr'rt':r.t'lirr P( rr.i\t('nl, llcxi-
blc foreign nt:rntrfacturers. distril)tlt()rs,
rnd rctlile'rs. \'cl ill ust kccp I sharp

c)c ,)ut ft,r lri(k\-rln(l tmps-in Chiru s

trrnsiti()nil ancl cornplicalcd distril)ulion
scene . vix- decisi()nn'uking could prove

tlrc dilfirentc bclucen nrillions o[ ckrl-

lrrs in rrlc. r,r ltcrr)'krr"cs ol gtxxls in
transil.

lhn) t S p((luccrs st'eking to scll in

C-lrin kn()w the best quv to gct thcir
g(x s Io mrlrkct-in Nonh Atnerica antl

llurope. Ilul conlp!nies caDn()t cnler llle
China n'urkct \\'ith fixcd tcrnrs ancl contli-
ti(tn.: lh(' must lx r,.:rrl;' lr),1nllPr(nr)i\('
lnd negotiittc if g<xxls arc t() 8ct t() llle
slrops. As nc'.r pla,vcrs antl svslcnrs rc-

plxce (;him s tclditi()nal Stxtc-run (listril)-

uti()n nclu'()rk. consunrer gtxrls pr<xlttc-

crs tlso nltsl s(nrtinizc thc xl)ilitv ()[ l(rrl
distril)ut()rs kr hlncllc (]ttstottts clcarancc,

intcrnroclll trxnsit (thc tll()1'cnlcnl ()l'

g<xxls front ship to trrin t() tnrck). \\'xrc_

h()using. iorcnt{,rr nrltnagcrrtcnt. sltlcs

arrtl nrarkcting. xn(l pxYnlcnl c()nacnls.

The oU woy

t nlil thc rnirl-198{}s. (lltin;r's ccorrotnv

operelcrl,,rnrlcr l ./ir4).'i s)'slcnr. Fi',{x'i

nrcans clislribution in thc scnst of alkxa-
tk)n; thc strte l)llrnninra (i)nnnisri()n (lic-

tatcd ovcrlll pr<xlucttrn goals lirr lactrr
ries throrrghoul Chine. F'actories *'<>uld

l)c xllotted il sct anl()unl o[ subsirlizccl

r:rt'materials and fr,rnds to enlble thenr

t() xchic\'( those Stalc-sel p(xlucti()n txr'
gets. (:upitrlisl c()ncepts su(l1 its nurkct-
ing were n()ncxislcnt. lnd plea:ing lhe
c()nsumcr u'as n()l a pri()tity.

()nce:l f:rct()ry nret its targct prrxluc-

tion qu()tns, its goods u.ere shippcd to
Ministry ()[ (]onrmercc (MOC) Ccnlral
I)istril)uti()n Ccnters. uhcre lhcy *crc
classific'cl try ()rigin and sizc. Pr()ductrs

and industrial ministrics held bi-annual,

rcgional procluct-ordering meetings l()

cdrrmunicatc orders to the distril)uli()n
centcrs resgrnsible for storing lnd ship-

ping products. Ihtle'r thc t]rree nr:tior dis-

trihutt)n (cnlcni in l'i{njin, Sh:lngllai, and

Gulngzhou, nLlrncr()rli scconcl- and
third"lier dis(ribution ccntcrs hanclle<l

pr<rlucts:tt thc ktal lcvel. Vithin tach of
thesc tlistribution hicrlrchies. specific
rilbdivisk)ns hancllecl cliffercnt types of
pnxlLrt ts.

-lhc Nl()C. $'lriclt \\'as renitmctl thc
lUinistr\ ()f I)()nrcslic'l'rildc (Ill)l) in
1994. ()vcrs!\\' pr()ducti()n o[ rrrr]sttrttcr
grxxls. ()nlv lhc \{()(l irn(l its locll hu-

rc:rrrs. lrs u ell ls *lrolcs:tlc ltnrl rcuil t:ut-

luts-inr'lutliog (l('pxnrncnl rk rn's----<r ru ltl
dislributc corrsunrcr pr<xhr('ts d(,rDcsli_

c:rll1. l)rtrclttcts l'rrnt onc rcgion rrrrulcl

tirst lrc shrPPrrl I(, ('!tr t,l' tlrc tltrct' ticr-
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rocus
onc dislrihulion centcrs bcf()rc being dis-
trihutcd hack to lrral areas.

Beijing foundcd lhis system in the l)c-
lief that the g()\,crnment coultl allocatc
resour.es equitably and rationally by
rnr)nil(,ring lnJ ctrntrolling prrxluttion
and distrihuti<ln. Ilut thc cc'ntrill govcm-
ment c()trld not dclcmrine xnd xssess k)-

cxl nceds with an) cfhciencv. At th.' kxrl
level, excesses o[ onc pnritrct ancl short-
ages r:[ r:thers wt,rc conrntro. And ltc-
crusc p()ducti()n cxpect:ltk)ns $,ere cx
prc.sr'<l ftt f:rtloncs in ternrs,rf rlucntrt!'
only. qu:rlirv sufltred.

Thc old system's mxin fllrw. h()wever,
was ils rigid hicrarchl.. lhe uholeselc
netsrrrk prolirlccl p()duccrs little or no
contx(t $'ith pr()(lucl endus(.r,. so curi-
tonrcr prcll'renccs rvcrc not consiclcrecl
$ hcn pr()(lucti()n gorls u'erc lx'ing set.

Ralhcr thJn kxrking dorrn the chain k)
lhc encjr.rser ancl his nce<ls. prodtrccrs
rverc Ii;rcecl lo scck lpprovrl fronr
alxl'e. Rcllecting tlrc incfficicncv of this
epproach. litctorics conrntonlv circunr-
ventctl the wholcsllc nct\'ork l',y pur-
tlta'in8 srrPplres lrorn nt.rglrlr,rring frnl.
rathcr thxn phcing orders through thc
(entrirl (listribuli(n't clnlcrs cven l)efi)rc
refirrns rvcre intrrxlrrcctl.

i{onow import chonnels

'lhe olll systcnt s nletlx)d li)r hrndling
iDllx)ns $'ls as rigid as thxt lin (l(nncsti('
g,rxl. I rrtil rr'latrrt,lr rt,rtntlr f,rr(,igrr

1>rrrltrrts cntcrcrl lh( (r)unlr\ r'nl\ riir
Strlc-run lirrcign traclc c()rp()rlti()ns
rL*l(:sr. \\hirh *,,uLl Irur.ltrrsr, .rnrl irrr-

p()rt li)rcign g(x)(ls ar(c()r(lin$ lt) aentrill
direttitcs. \l()st in)l)()ns rrntk.r thc oltl
s)slcrr \vcrc ir'rtlLrstriltl utll(,r tl)iln a(fi-
sunrr.r Pnrlucts. r(,llccting (iltilr(sc g()\-
(rnrtl(nl Pri(,rili(\ l:[t r trrultl :rlYr irrr

grn on lrltalf ol :r (lltinesc cndr.rscr $'hrl
lurcl,'lrtlrnc,l r1(1(,\s.lq ('(.ntr.rl. I)rttin-
cial. and nrtrnicil'xrl apprtx'als.

II,ijing lirnher torrtnrllccl irnlxrn lercls
b1- ctrrhing rccess to tltc t()kign c\r hxng(,
nccclccl to 1'ltl lirr lirleign go()(is. I:lCs lil
tere(l rc(lucsts Inrnr (lltinc,sc t))llnUfalctLlr-

crs lrntl rlccidctl slrr; srrulcl rcccive lirr
ciSn (trrrcnc\' [()r rnll)()ns. 'lhis s\-stcnr
shiclclccl lirrcign finns liorrr (;hi,tx s ir'ttcr-

nal (listrilrutioo s\'\rcnt: it xls() l(,li thcnt
liltlc (()lrtJ(1 uith or kno\ lrtlgc ol (lhi,
nrsc cn(l(lsc-ts, I(l ill()n( consuo)cts.

llciiing l)cgxn to lil)crxlizc thc l:lC sys-

Irll1 in l9ut. \\llcn acntrirl ;ltrlln)ritiqs 6rst

permittecl lirreign c()firpanics to cleal di-
rccll)' \'irh ne$'ly cre.tted intp()n-cxpon
cntemriscs. ln thc lasl fivc yc:rrs, lhe Min-
istry of F'()reign Traclc ltnd Econornic Co-

Componies connot

enler the Chino morket

with fixed terms ond

conditions; they

must be reody to

compromise ond

negotiote if goods

ore lo gel to'he shops.

operari()n ( l\,loFl'li(l) has lunhcr kxrs-
cned thc reins. \()\\',:lnv Chincse
c(nnpxn) thrt lras cxp.)rle(l lllr()ugh xn
mC $ I nrillion $onh ol g<xtds unnuallv
lirr thrcc consccutivc !'eJrs nrav cngilge
in dircct lritde.

Tlre tronsition period

Rcli)rm ol the d()nrcstic dislrihution

'ystcrtl lx,gun in lL)lir, uhcn lir('t()rie\
were alkru,ctl to hcgin sclling gtxrls cli-

rcclh't() cncluscrs. llcfi)rc 19t{), :ls nruclr
xs 130 pcrtent of all grx;ds in (:hinx trx\-
r.ktl tlrrouglr tlr(, \t:lt(-run \)j,t(.n1. Sin(c
thcn. tltt' trrnsIonnltion hlrs ltc.lr grlrclurl
!n(l is n{)l \.cl c()nrplcrc. li)dir\'. s(n]lc
llt<Iorics <rrnlinue to scll up t() 130 pcr(ent
ol tltcir grxxls thrrrugh tlre Sutc neluork,
\\'llilc othcrs rcpofl llut ()nh 5,.10 pcrcenl
o[ their grxtls lrc lrouglrt anrl distributed
lrv thc Stutc.

Moj't ( :lrin( rs .li*trilrrrti(jn (i) tl)irni(.\
totlrl' havc cvrrlvc<l Inrnr lo<rrl rncl
pr(^incixl llureaus ol thr Ii)rnt(r II()C.
l.()crl l\l()(l s,holcsulc|s tra<litionlllv
scrve<l lrs intemrc(lirrits hetwccn the
produccr lrnrl thc rclltil ()rrllct. l;n(lcr the
ol<l svslcnr. the s holcs:,lcrs trJnsp()ned
rund st<rred products tltrouglr tlleir o$'n
(listril)utiorl (1'nlcrs.'lixl:rv. thcv slill (r)n
tr()l largc Nlrchotrscs. run llects ()l'

tnrrks. .ttttl Jrr.lnrl( tr:llr tr;rn\P(,nJlx,n.
Chinlt s lltrger rlcparttcnt st()rcs ilrc

lxrth rctuiIr's antl rlistrihrrtkrn centcrs li)r
wholesllcrs. Thcse dcf,ertnrcnt s holc-

saler stores" wcre f<trmerly the sole distri-
bution agcnts for l<>cal retail shops.
\Tholesalc clcpanmcnt str-rres, such as the
Ilcijing N(). I and Shanghai No. I depan-
[rcnl storcs. still enioy significanl pur
chasing capacity and il broad flrarket
b,rse in rrra,()r urhan centers. Large de,

Panmcnt sft)res arc prnicularly effectivc
lirr selling consumcr pro<Jucts such as
personal clrt, itenrs and homc appli-
anccs. Whilc deparlmcnl wholcsaler
st()rcs gencrully pllrc orders at trade
lairs, smaller slxrps rrusl lre contactcd by
distributors individually. Lxrge quantilics
ol goocls lrc now rcaching the sotxller
shop:, ri.r ncu l(x3l (ltslnhulors ilnxir,Ltj,
t() con)p(,tc li)r business.

llclativcly unlrridlecl by govcrnment
rcgulation. (llrina s distril)uti()n system
will rcmxin unstablc li)r tlte nexl 5-10

vcars. Old-stylc u'hr>lesalem:rt lx)tlr the
I<rll and ccntral levcls. new c<lllcctivc
:rn(l priv.rl( cnlcrpriscs. :lnLl l'J('t,)ries
thcntsel\'cs n()rt c()nrpetc to distril)utc
c()n:ru,ner proclucts. Nlanl' locul-lcvel
g()vcrnmcnt distrihuti()n comp nics are
struggling, h<lue'ver. 'lhcir nr1lrgins rc
lrt'rng undcrc'ut h) J0ll)itirnrs (l()ll)(.sti(

rDanulaclurcrs $h() arc sclting up thcir
{)wn srlcs Iirr<cs ancl (listrihuti()n nct-
rv()rks k) Llct thcir g(x)ds l(xn litct()n,t()
sl()rc- Al the sarDc liD)e. rnanY u,hole-
salcrs arc shon of cash lo ntccl expcnses
l)ccnuse lllcir own <licnts lack liqrriclity
to plv bill:.

FlEs morc in

l;()reign ((n)rl)anics xrc cxperinrcnting
\\'illl x v:rrict\' o[ arrlngcnrents to nkrvc
grr)(ls rn (:l)rn:l \ rrr(,R oJx.n (listrilnlli('n
crvir()nr)cr'lt. Inrlustrill g<xxls irnJ'xrners

ltntl nlenrrl;r<ttrrcrs rcln)n itll('((.\rr Uring
thc well-u()rn l'l(; xn(l $'h()lcsxlcr
nctuork l(, rlcliver grxrtls lo entlrrscr
lir(t()ries.

li)rcign ({)nsunlcr grxxls manufirctur-
(rs. ()n thc rxhcr hantl. itrc contrxcting
\\'ith n()n-nlilinlan(l (lislril)ut()15 t() gcl
tltcir grxxls clisplayccl in (lllinl. li)r thc
plst scvcrul )'crrs, s.lcs xnd dislril)utk)n
((nnprnies lirrrn llong Kong havc taken
il(l\.rntag( ol thc opening o[ Clrinl s dis-
lril,uti,,n \'sl(.r)t l)\ (ullivxting r(.liltll'n\
u itlr Custorrrs,rlficills.rnrl r k.r clr:ping
slrJtcgic pirnncrships \\'irll (:hin(.sc g()\.
crnnlcnl l)rrrc rs. At llt(.silmc titltc, li)r-
cign Ileight (()nrpilnics-such xs 'l N'I'
iln(l E:lsl Asillli(-i]rrtl tltcir joint-r.cnttrrc
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mcot relxtionships. llrceusc ()ne lcge(y
()f thc Stille-run s)'slem is lhe str()n8 rc-
gionelism of China s distrilruti()n nct-
$1)rks. IilFls gcncrully scout oul cliscrctc

distril)uli()n nctw()rks in each nrajor re

Eion.
lypi<ally, thc IlFl rssig,rs cxplttrirtc

w()rkers ()r trainecl local pcrs()nnel t()

s'ork sidc-by-sidc with rlholcsrlcrs. Sonrc

scncl stafl to rail xnd receiving vxrds l()

UE rng Across Provinciol tnest

(ihin:r's pr.rsll to rst:rblish li(,r intenul
clistril)uli()n chlnnels is lxing hanrpercd
hy rcgionll pr()tceli()nisor. rr problent o[
gnxving signifir':rncc rn tcrls ()l lhc v()l-

unrc <rI traclc lffectcd. A numlTcr of
pr()\.incrs lnd c\ren.(ulltirs arc inhihit-
inlt inter-rcgi()nrl lrx(lc l)v inslitulillg
prlcticcs dcsigncd () Pr()tc(t pnlvincial

irirs and kral g()icmment rcceipts. Such

devel()Prnenls clearly nrn counter to licc
nrilrkrl principlcs and central go|crnnrcnt
pnrhibitions. Irut persi$ n(nlcdleless.

'Ihc ri.e in rcgronal pr(,1((li()nisrn is

hrgcly a product of the fiscll strains bc'
trveen ll'rc ccnrnl ud kral govemmcnts.
'llrc centrll g()!'crnnlcnl s share <tf totltl
lilr revcnur. inclucling enterprise profits,

hls oscillatcd \rith thc swings in lhe
ou'ncrship strueture ()l (lhincse cnlcr-
priscs V'hcn Ihs ccnlnrl B()vernn)ent
hr()ughl un(ler its \\'ing s(n'nc nrxior cnter-
priscs in thc lulonrotivc, ftr)ilcco, l^-lr(F
chcrnicll. and otltcr indtr:'trics in l9tt2-U.'i,

lhc prolits of thesc clttcrpriscs disap-
p,.::rrccl f rorn I()( :ll g()\'(rnnrcnt a()fl'urs

lnd bccatttc crnlral g()vcrnrD('nl rcv-
cnucs. Thesc funds hclpcd cenlral gor'-
(,rnrn(.nl re\'{]nuirs srvell frrxn ltlxtut .]l
pcrccnt of totll gor'crnntenl re\,cnlrc t()
l I pcr.cnl in 191]6.

Al thc slnre link. thc (cntrxl g()\'crn-

nrcnt lrlso prtshcd nrorc cspenditure:
()nlo lhc l(xitl !l( )vcrntllcnts. l-his $'ils cs-

l)(\r.lll\ lru(' irr tlre :rr,..r. rrl ulucltti,,n.
lrc rltlr. .,,t i.rl \\1 lirrc. .rn(l :(hnini\trirtir nr.

I-(x-rl fiovcrnnlcnls. fecling thc sclucczc,

sorrtlrl to incrtest tltcir rer,cnues. As lt

rtsult. thrruglrr:trt tltt 1()tt0s the l:r'al
[l(,\('rnnr(r)l\ clcrcl,rJn rl k,('irl (nt(rl',rry'\
r:rPicllv s,r thirt trrxt.i' liont tltcst' ttnits
coulcl llrrv intrr kIal sovclnnlcnt crrl('rs

t() c()\ er thcir 8r( )\a ing cx1-x ntlitrrres-

\'lan\ ()[ thc pnrvinccs cstuhlishccl thc
srnrc kinds ()[ n(\\' cnlcrpriscs. C()nsc-
(lucnrl\'. l)v l9ltf thcre \t( r( m()rc lhiln
tl{) pr()rlu(]ers ()f refrigerrt()rs in ll
pr(^in.(\i trx)rc lhrn 100 produccrs of
telc\isi{)ns in .16 pr()!'inclj$. and nxrrc
tlliin J(Ir l)r('([r((rs (rf rr:r'lting ml<hints
in (^'er 2li pr()vinces. T() pr()tcct l()cal
johs rnd pani<ularll' l<>cal g<rvcrnnrcnt

r,.rtrrutr frorrr tlrc neu ('(,o)pctrli(,n.
sonrc locrl H()vernotents lrgln to usc
lhcir administnrtiYc poqfer t() rcquirc k>
cal conrntcrcill enlcrpris(s to bu'v lnd
s<.ll onlv l'c.rl prrrhrcts. ()nc provitttu in
southNcsr Chinr reportc.dly forhade krcal

filnrs l'ronr huving 19 kinds of products

from rther pr()\'in(cs. In lrn()thcr cxsa', ir

kral govcmrnent bannecl tlre purchase o[
.itl pr()ductli. An()tllcr insislcd tlut rctail-
crs slro$ :rt least J0 peracnl o[ their soles

s'crc o[ kxlllv ntr<lc grrxls.
Such nrles lur'( ll()urishcd in lhc pasl

fivc yellrs dcsllitc centrll govcrnrncnt
pr()n()unccmcnls t() hall su(h practices.

lJrer sccnrs l(l lx csprcialll suhject to rc-

gi()nll pr()tc(t i()nist p()liciesi nlxny
p(^'in(es prrril x fi'\'nali()nitl ()r inlcr-
nali()nxl l)rxnds in l() m(cl llte <lcrlirncls

o[ lourisls. lrut rrhcrqisc alllr onl] kul

l-(rxl g()\'crnr)cnls \tishing to pnthiltit
locll s'lrolcsllcrs ilnd relrilers lr()nr
hln<lling nonJtrll pnxlutls can tnfrrrcc
prolc.ti()nist policies hy ottiring krwcr-
intcrcst loans and louer llrxes to lrcul
prxluccrs. \\'holcsllers antl retailt'rs lrc
licc t(, ign()ru krc;rl govemnrent cxhonrt-
1i()ns und ir))l)(,rt fronl outsirlc Ihc

Prolintc il tllcl wisll. lrut cach entcr-

l)rrsc rr((\l\ tltt trnrpt'rlttiort .tntl :rs.it_
tJn(( {)l' tlr!' I,c'ul g(}r'<rnrtrt'nt in r vltri-

cl\'()l \\'ir\,s in orrlcr to bc' sttcccssful.

Rich4r.l llobon it la.l (;t"lb.t'Pft)fussor

ern.'nl s dl lhe IItuL\ Scl.hol oJ llusittc\\.
{ t 

t t i t :?rs i t.t' oJ- cit I iJb n i d a t I lo ke k't . I I t,

u'.ts .t.fiu .littg t o lx,t <,l llte ,\.tltnrtl
c:cntrr lir ifianqgtti., I lr,ttlol,ne,tl in
Duliu ond h4.* scnvl lot llte lt(tsl lbrcL'

.lr,.r^ rA .l,r ddti*t dt lhc l rtitrtc tl' l i
uuce tnl l rq.k' Laot)rnics al lhe chi-
u<'sa Acuck n4, of Soc tlSc(ttt/]'s.
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plrnners :lre lrrrving ancl lcasing trtr,.king
llcct. t(' rrrl,lrlt' t(Uelhcr tr.rnsP(,flJtlon
nct\\l)rks l() nxrvc plrccls lrncl prr trcts

hcl\cen nrajor citics nd fc expirnding
inlrrntl Tltr,trgh nrr lirrcrgr (li\lril)rlion
rPuralist:. lrJ\( )(l .(l rrP I,rrtrgn-in-
vcstecl cntcrpriscs (l'llis) spc(ilicllly Ir)

prrrvitlc rlistril.lution relrtccl sen'iccs (irr-
(i8n c(nnplni('s lrc nol p'nnittetl ro t'n_

grrgt in $lt,,lt:'.rlt tr.tr.lc't. strt'r.tl lirrciBtt

cons(,niil xre relx)rleclly cxploring opJxrr-

tunitics.
In tlrc meanlinre, many consumcr

gr:,rcl., rranuir,.'turcrr wrll) fll:s rn (jhinx

arr rlecicling rr takc a more han<is<rn ap'
prr)xclr t() distril)ution. Gencrally. the Iirr-

eign partncr dclls with salcs exl markct-
ing st[ltcgies. \\'hilr the Cl)inese paflner

rescnrs spacc ()n ruilcars, (t)nvens cur'
rrnrt, lnd cullivatcs instnrntcnlll govcrn-

Richord Holton
'lhus, locll g()vt.rnnlents rrsrrlrll't' hlrvc
cnough levcragt t() gcl the l^-rf()rntn(('
thet'r'ck lrrnr rnost l<ral llnrr

(lrirrtrsly, frrrcign [inns cxprrning tlrcrr

prrxlutls trr Chinir r)r l)r(du.inH r11 ( Irin.r

for thc ltxrl nrarkct ap;xrcntlt lrulc not
hJd sir{nificlnt pftrhlcms u ith rcgion:rl
p()lc(li()nism. 'Iltis rndl lt lrtc:(tse the
pnrvinces gcner.illy protccl sinrl'rlcr. high-
rolurnc pnxlucts filr $hich th( l)xrricrs 1(,

nHrkct enlr) arc iru'. Forrrgn ('r)rDI).rnl( \
generally producc ltigher-ttrc hnologt
pr<xlutts. u'hiclr oficn havc no clclr Chi-

n(js( aomP( til(tr\. I k rrvt'r't r. .rs forcign rn.

ve\lmcnl in lh( (r)nlUnlcr \c(t()r in.
creascs. foreign c()nlpanies mry rls()
hegin to llcl dre pinch ()l provincill pr(,-

tc(1i()nisnr.

If strc h proteclionisrrr conlinucs lo (x
pancl, thc conscqucn<rs lirr China s eco-

n(nnic dcvci()pnrcot could l)(' rigni6c-lnt.
t'orlign in|cstors, firr exarnplc. nright lt
deterred if they find thct clnn(r dcvel()p
cohcrcnt pnrdu<tiorr. rrarkcting, ancl dis-

tribuli(,n slnltcgics lx'causc ol lral prr>

tecli()nisnl. Irr)rc()\,cr. regiorr:rl prott'c

ti()nisrn rtu] l\'(1)nr( J \ll('kirrs In)tnl In
China s bid t1) cnlcr lllc Ccncflrl Agrer-
nrcnt on 'l'urifl.s und l'raclc ((;41-l ). .tf.

(;-!fl-l rcgulltions t'ull [<x traclt' lnrvs to
bc tnlirrcc<l evcnhlnclecill :r('r()s:r Ih(
counlry.
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supcn,ise cargo h ndling. P(x1cr & Ganl,
blc. lirr cxerrrplc. tnincd its k)c:tl Chinesc
rePrcscntltivcs to work in lhc ()lfices ()[

its loc{l distribut()rs. N,lany forcign ioint
r(nlu(s lruin lhcir (:hinc:,(. rll:,tril)utr)r\ in
markct rcserrch. ptrducl use, invcntory
!Danagerlcnl, and trrs(rncr scni('c. (ln(
[]S nranrrfacturer of custont-clesignccl
plr.rnnxccutical prxcsring etluipnrcnt, lirr
instancc. lirrgcd a pannc$hil) with a locJl
Chincsc r.listribution conrplny u'hcreby
thc llS lirm proviclcs the cxpertisc lo
ldapt its lcchnologl'on r customer-by-
t'trsllrtcr basi.. llrt, (lhrnesr. ((,r)pJn). in

cxcltangc lirr a pL'rccnlxge ()lsalcs, devcl
ops tll( cuslonler hirsc und strpplics tech-
nicul pcrsonnel to prol'ide aficr-salcs su1>

pon antl sen'icc.

Keeping ilrings moving

()\cr lhc plrst lilc yelrs. \rc hl\'c
g.rinctl,.'r,nsitlcrrrlrlt, rn\ighr inr,) (:hinl \
clistribution networks hy working with a

nunrlx'r ()l industri l and consunrcr prod-
uct nranr.rlacturcrs Many of tlrcsc trrmpa
nies tlce sinrilar problcms rcgartlless of
thc grxrcls they sell. Spccifically, problenrs
xrise in the areas ()f Cust()nls (lcarancc.

trinsB)nalion. u archorrsing, in,st()rc pr(F
moli()n, l)ilynlent tcnDs, and pricing.
I Custon s The lirst proltlent oversels
producrrs oftc,n l:rcc is geltinll g(x)ds.
prni(ularl]' perislralrlcs, rhr<ugh Chincst'
Custonrs in a c()sl-c[[ective manner.
Ccx>ds <lcstined lirr thc Hong Kr>ngJrased

Well(rrnt' supemrarkcts in Shanghai and
Ilciiing, lirr exanrple. are oficn hcld up
by Customs firr no rpparent rctson, rc-
gardlcss of the goods' expirttion diltc.
Whcn expired g<xxls finally rrive, Wcll-
comc nrusl liquidatc Ihem aI r krss.

F<>rging closc ties with k)cal (lustoms

officials and working through cst;tl)lished
S()uth (:hina-based tmding c()nlpanies are
thc t!\1) rr()st ellictivc uays to rcsolvc
Customs clelays. \ghile many l lS firms
rel) ()n companics with roots in l long
Kong, thc South Chinr tradcrs in Slrcn,
zlten. Zhuhai. (luanSzhou, antl Fuzhou
\(e ) l,) lr(.,n.rsl x(l(.nt xt cxpc(litinH Clt\-
toms c lcrrmnccs. Altcnutives inclucie set-

ting up p(xlucti()n lacilitics in China or
i rp)ninl r.r$ nr.rtcrills for r(-l)a(kJginl.l
l)y Chincsc firct()rics lo circunrvcnt high
imp()n (hrti('s and t:r rif'fs.

In \l.lr(l) l9()J,.rs:r nsult (,1 (:llrn:rr,

-l0l agrcqn!,nt with the [Jniled lilalcs (j'.r,
7h? C7Jf, Novenrbcr-Deccml)cr I 992.

crol'ded tmnsit syste . Most distril)utors
still use railroads ft)r l(nrg-dishncc ship
I)ing. l)ut tlrc riril i.ysr('r)) in (:lrinJ is
ckrsely <rrntrollecl nnrl pri<>rity is often
given to grxxls th t rt still unclcr tight
rr.,ntnrl government rrrntrol. sur'h,rr.rgrr-
crrltural prt ucts ancl coal. I)istrihutors
arc left to fight tbr thc ren'uining spacc.

Products hound for cxport nlxrkcts ()r

those undcr lhe carc ()[ a shippcr uhcr
enjoys ir grxrd relatir:Isl ip with th(, Iocxl

nil office are usullly'thc t<lp conlcnclcrs
for space.

'lrucks p()\'ide viablc kr:ll transp()nx-
li(rr xnd irrc regrrlarly secn ()n th( high-
\\'arys lhal h:lvc l,een constructc-d ltt$'ccr't
n) j()r citics in thc <rrastal pro!in(cs.
(lltina s gr:ll lo drvt'krp rn intcgrutcd sys

tcnt ol high$'avs rvithin thc next l0 ycafti

is prohablv unrr:rlistic. but rcllects thc

Ll()\'crnmcnt's rea()gniti()n llut the cufrcnl
systcnr is rrnsltisl':rctory. l.()r thc fi)rcscc,
lhlc future. (r)ltpanics rnust accept tllxt
thc\'$'ill hltc to rrse highs'r1's that link
onlI a [cN m:r jor r. itics. such as
(;uJngzhou untl Shenzhcn. ancl nrust rqrl'
izc thxt evcn cxpress rraclulys are oficn
internlptcd l)\' unfinjshcd seclkrns.

'fhcre Jft nr.ln)'(,ptiorrs to rlrrxrst.fnnr
when selccting road tr:rnsport. Mllny Chi-
ncse flctorics lcase their tnrcks lnd rlri-
\.cr5 l() ()thcr pnxlucr:rs. l\1()rc()\'cr. Stxlc
oslcd tieiglrt Iirrwarder Sinolnns ur:rks
with l numbcr o[ forcign firnts to nxrvc
g<xrls. Manr'I S cxfl)rlcrs t() Chinx turn
1o r freight li)N'xrder \r'ilh offices in thc
li,ritcd Slites :rncl at thc dcsignaled Chi-
ncsc pon to ensure that inrponcd g<xrds

erc properll t(rnslerred ln:rrr ship to lancl

tlirnslx)n. H()$'cvcr. all frcight foru arders,

whcther Chincsc or firrcign, flce cxtrc,nte
c()ngcstion on mlin rrlcls lncl highways.
Roacls are so cnrsdecl thlrt q'hat *'as oncc
x l\\o-Io-rhrcc d.lv trip lx{\\'cen cilics exn
n()$ lakc ()vcr a wcek.

l)espilc Chind s many trrnsportiLli()n
lx)ttlenecks. importcrs lnd sellers o[
proclucts thcre have e varicty of s'avs to
influence hoq, distribrrtt:rs handle a ship-
nrent. Chincse flctories hlve buill spur
lincs that link lhcir ()sn rlilcars to rlil
neturrrks. and then pay a usagc fec l()
thc railroa(l ft)r thc privilL,gc of linking up

A lew monlhs ago, we b€Oan our radio program syndication in China and
Taiwan. Cunantly, our programs on Amencan popular music ere teing aired in
s€ven cilios covoring 6 provincas, With an oveNhelming rospon@ trom our
audience, ws ars rapidly expanding to oth€r citi6s. W6 also compl6t6d our lirsl
audience profilo study. W6 lound our audienc€s to bo:

Cross-Gendercd . Voung Adults
Hlghty Educaled . Arfluent

For dotailed inlormation on adv€rtising or sponsorship o, our prcOrams, ploaso
conlacl us lor a media kit.
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p.9). hrrricrs t() entn' su( h as inlpon (lu(>

tas en<j high dutl rrtes on ccnuin prod-
ucts lxgrn l() l)c rehx(,(I. Anticiputcrl llr-
llter kxrsening shotrld cncourlge lncl
cr6-tlitc tlrt'fl,,u ol u)rp(tn), tr) (.hrni.

! Traostt ()ncc g(x)(rs clcar (-rrsr(rlrs-
or for thl)sc rnanulir(1ured in (llrinir

trrnsit lrurtlles l)egin irr clrnest. llrc olcl

/i,r/x,i lvi'lcnl lelt a shakr, Iirrrnrlutirrn lirr
tltc phrsitlrl m()\cnrrnl of goorls on
(lhina s unclcrdcvcloptcl ancl ovcr-

Forging close ties with

locol Custons officiols

ond working through

estoblished South Chino-

bosed trc:ding

componies ore the two

most effective woys to

resolve Customs deloys.

o
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sith the nuin linc. Rail spacc is lxxrkc'd
()n i nronthly lrasis, howcvcr, and olicn
is not confirmcd unril 10-15 clays lrforc
sl'rip,ncnt.

As kral olfitials generally control rrril

nctworks only within their o$'n
pr()vinces. m{ny mlnufacturers cuhivlltc
relations with ()fficials in each region and

work rvith differ!,nl distribut()rs to ensurs
sm(x)th transp()rl. Sorre wholesale dis-
tributors in llast China make usc of the
Gr.rnd Canal waterways.

I storqe sk)ragc of g(xxls is an()tlrcr
w()rry. Space usually is availahle, hut
prinritive sh{cks outnu mtrcr modcrn,
computerized facilities. Cold-storage facil-
ities are rarely av:rilable out.side of c<>astal

fish-pr<ressing arcas. Forcign firms necd-

inl{ such storage space should work with
a Chinese firm that owns c()ld-stordge fa-

cilities or consider building their own.
Firms conccrned about warehouse

space must delve into lhe background of
a potenlial distrihution company. :'ince
many new players may have rented
warehouse spacc that drxs not provide
protecrion appropriare for rhe goods in
question. However, some foreign firms,
such asJapan-based Itohchu Intemalional
Inc., are now building warehouse space

in Pudong's Waigaoqiao zone. Imponers
who slore products there need nor pay

Customs duties until thc g(xxls are sold
doruestc?lly.

Foreign firms should work with distrib-
ution companics that have traditionally
han<lled their producl lines, as th()se
companies likely will bc exp€rienced in
spccifrc handling requiremcnts. This is

partielarly true for f<xrd p(xlucts. lnch-
cape Pacific Lld., a Hong Kong-based
foodstuffs distributor, for example, over-
camc China s lack of climate-controlled
warchouse facilities by scheduling deliv-
ery according to seasonal climate
changes. Incltcape rcprrrtedly sh ips
chocolate in winter whcn thc risk of
mclting in transil, in storrge, and on
store shelves is lowest.
! Payment and currency

'lriangular dclrt, the backkrg of dcbt
s(jttlin8 Jm(,nE (.lline:'e cnt(rprises, i\ il
remnant of the okl',fal2ei system and onc

of thc biggest problems [a<ing any crxtr-

pany doinla husiness in China today.
'fh, ,uBh lht: situ:rti,,n hrs t,ust d slightly in

tlrc P.lst monlh ()r ttr,'(). crcdit is cx-
trcnlcly tighti ()licn thc rctrilcr owes thc

distril)utor and thc distributor owes tlrc
factory. This siluali()n is frrrcing Chinesr
dislribtors to come up wilh innovative s(r
lutions to their cash {low prohlcms. One
Chincs( c(,smcli(s wholcs:rlcr. for in-
stance, recently scr up a beauty parlor a

floor bekru, its shanghai hcadquaners to

create a steady supply of cash so it could
pay its bills.

The tight credit problem is exacerbated

by the fao that Chinese distributors and
retailers simply are not accustomed to
paying for goods on delivery. Payment
terms have traditionally been 20 pcrcent

down and 80 percenl on consignment.
Foreign companies contemplating enter-
ing the distribution market must have
strong overseas banking relatiooships l()
deal *ith likely cash flow prohlenrs and

should anticipate having ro resolve such

prohlcms through tempoary loans.

Bcforc sele<ting a distrihutor, foreign
companies should ask for credit refer-
ences. intcrview current xnd p{st cus-

lomcrs. Jnd car(fully examin( past brrri-
ness and inveslment hisl()ries. C.lreful
due diligence rvill help determine thc
econ<xric viability of l whr>lcsaler. The
vast inriority of distributc>rs in China to-

day do not havt thc (sourr es r rr lranking
ties to tnke title to gtxxls lxfore sales arc
mrtlq..tnd m,)\l $ill insisl .,n:l ('()nsi8n-

ment lrrangeflent. \(/ith crc(lil so tjghl,

lirreign crrmpanies (urrcntl)' hxve feB'
options ()thcr lhan t() xgree k) p ynrent
terms thilt lre out of line with general
practicc. \vc know of orre manullrcturer
of anirlll ph:rrmxccuticals tlrit had no
choice hut t() agrcr lo x 150-dr) pxymenr
term instcrd o[ its usu:rl (r0 day tcrnr.
I Forctgn excbange balanclng ()<xxls

()n the Chinese d()nlcstic market irrc gen-

crally sold in local Chinese crrrrency.
which is non-corrtcnilrlc. milkinfi rcnJlri-
rtion of pr()fits l major issue firr all for-
eign fimrs selling in China. Somc Chinese

di!,tribulion coflpanics understand lhc
currency conversion problenr, ancl can

help their fi)reign prrtners repatriatc prof-

its through foreign exch:rogc (swap) cen-

ters. Chinese impon conrpanies and dis-

tributors tend to be very knowlcdgeable
alxrut this prcress, and can assist in both
selling the goods in Chinese currcncy
and in exchanging profits into hard cur-
rency at the swap centers.

Wo*nrg our ilE kinl6

China s distribution nerworks will con-
tinue to evolve along rcgional lines. The
system should become more stable as

weaker State-owned wholesalerc are gotr
bled up by private Chinese companies or
foreign-funded ventures. Until then,
China s inefficient disrribution pfircesses,

antiquated and overcrowded infrastruc-
ture, inconverrible domestic currer,."-y,

and growing corruption and theft will re-

main barriers to succcisful market entry
for foreign c'ompanies.

lWhether foreign companies want to
impon ancl sell their products in China
through an indeFndent Chinesc distritr
utor or scl up their ()$n manuflcturing
fa( iliry clr)scr to thc markct. effective in.
counlry rcpresentJtion is key. Fr)reign
consumcr goods companies sceking to
sell in China should identify regional
nurkets xnd then locate potential distrib-
utjon agenls or paftncrs in those rcgions.
vhen evaluating and sclecting distribu-
tion agcnt$, considcr their enrployee
training rncl compcnsation pr()grrtns,
political connections, product st()rrge
lnd movenrent facilitics. paymcnt tcrms,
and u'illingness to clisclose financial
sl!tem(nts. l-'irms thirl ('rn synthcsizc
tlreir markcting sa\"!y Nith their (lhinese

panner's knon letlge of local prrctices
will fostcr iln associxti()n thxt ivill r!,suh

in incrcrscd market shxrc. ft,
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I I ,,rrrr K('!t! \l.r(.ri, \l.rnrl.r. :ltrn.
l-l ,,nr,. :rnA,rp,)(.. .rr(r r.rp(r.rr(.

I I [,lr;i:': il Il]l::,,J::J,.:r;,:
l)x( ili( Rirn s dominunt .rir r'lr-go Irrrb.
\\'hiL' rll rr h r ship g().'(ls in ,\sir h:lrc irn
rnt('r(st in tll( rrlrl(inlr(. Ilt(, \\ln tn! (ttv
corrlcl reuP Sl0() rnjllk)n ill cnl]rncr(l rir-
lr()n rc\cnues lrr rvcll lrs ldditior'rrrl corn-

nlerci.ll ()l)l)()rluniti( s. 'l'hr \i(l()r \\'ill
likch c|tcrgc \\'ithin I lrc( vcilrs. prrhlPs
rs tllr hnishins louchts rrt put on Ilong
Kr)ng s (llrck lll) K()k ((ll-K) AiI)()n.

ll(rrg K(nrli. ut first glrrncr'. is thc lelrcl

rnB c(,nl(n(i(r 1o lhrrlltc tlrt, lir.t rrr:ri,rr

lrtrl.l s1'lccillizint in high-prkrritr intra-rc-

8i,,n.tl ( irA(' It lr,,.tst..t.(rllr.rl [,(:llr,,r].
(','ll\'crliL'nl lrrglru.tl :,, rr'rr tr, (.hin:r \
l)c:rrl Ri\'('f l)ehx. irnd th(. $orlcls thircl
hrgest inlrrnlli(n'tll lir ('Jrg() nrirrkel. Ils
nc$'airB)n $ill harc signifi<antl\ krngcr
nrnrvavs uncl larger crirgo hlntlling flcili-
tics thxn tlrc (xistin,q Kii lrk rirp()rt.
flou,cver. Ilong Kone risks k*ing its bicl

lo h('c(nnc Asiil s c:rrgo hLrh clrrc to its bLr-

rexucrxti( inllcriihilitv xnd rcsislrncc t()
clrenge.

The exprcss corgo link

In large pan. the rcs c;rrgo huh sill
l)t,seledc(l lr'rrrrding to its abilit) to scr-

vice spe(irliz((l cxpl-clis (xrg() iirlincs.
I ltt:r' :rirlincs Jr(' (irrvirlli ir gruq'inE
nichc in lhc Asiln lrc ght nlxrkcl l)y pr'()-

\,tdrn},l l:tslcr. rrr,r( ( (,n\ ( ni( nl \( r"\'i('('
tlran thlt ol'llrcrl lrv trlditional air cergo

-

()l)crrt()r\. (.rrllul intcglrtors' lrcceusc
tlt,. r cr'rtrl,rrrc .rrr .rnrl grurrnrl sen itc..
c)iprcss ('irrg( ) clrrricrs ollc.r grr:rrlntcetl
<lcrniglrt tlclir'cry. cl<xrr lo,rlxrr convc-
r'ticrtc'r.. ur'trl (oll]l)utcflz((l rllr)rntirti')
\\'stcll\ .\cnt((.s li)r \\lti(lt nllll)\ .\siJn
sltipprrs rtr( silling to p:r1' substantill

I)r'cn)iun)s. Altlrorrglr exltrcss sltipntenls
:ttcount for lc'ss llun 5 pcrrcnl ()[ l()tlll
l(nn:tgc in tllc l)icific llinr. tllc\ gcncrutr
ncllrl\ 2l) I)cr((nl of lrir r'lrrg() rcvcnucs.

'li\rr tvlrt.r. ol ct,)ress r'erricrs scne thc
l):tcific llirtt: dirttl cerricrs, rvhich r4>entc
tlrcrr .'rr n .rir(r:rli: .rnd in(lir(('l aJrri( r\.
ultich lelsc ril).r('e ()n thc sclrcdtrled
llrEltl.,,1,nlr(r.rirlint...'lltr. r<.Hion is
scnccl b1' thrcc clirect clrricrs: Feclcral
llxprcss (i)rp. (IcdLx) and Unitcd Parcel

Sen'ice (tjl,S). Nrth l>asccl in thc ITniterl
States. anrl Australia s 1\l Iixpres;
Virrld\\itlt. A\i.ri. hrgcst rndir(\'t ('rrrier.
Ik)ng Kong-l)xscd Dt{L Internitk)ntrl Lld.,
tr nsports nl()sl ()[ ils lrar f]xst cargo on
pilsscngcr llights. Non-exprcss ficightcr
scrvices rrc prrx'ided b1,a nrrntber o[
gcncrll rlrgr, (:rrri(r\. rn(luding Ilon!t
Kong-b:rscd (lathav Pacilic Airlincs, tlS-
hasc'(l Nonhwcsl Airlines, encl charter op-
crators such xs Us-l)ased llvctgrcen lnter-
nilli()nalAviillk)n.

'I'lre grclt dcrnand for exprcss lir ser'
vr(1 i:' ir r(ll(clii,n (, th(. l)il(ili( Ri,n5
growing cc()n(xDies. Exprcss sl)ipmcnts
\\'i1hin tl)rl regi(nr .rle in(rcasing by 25

pcrcent annr.rally und douhling cech ycar
in Chinr's Slniciill f,conomi(- Zoncs. Inrra-

* l
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-
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regi()nxl cxprcss shiPnt(nls rrc expcctc(l

r() 8n^\ lll Lrltl hy 2ttltt .r\ llte rr'Ei.)n \
scn'i(e induslrics exPtn(l :ln(l nl()re ntiln_

lrfaalrrrcrs il(l(,pl just-io-lirnc invent(n)
systerlrs.

Crrrr('nlly. tll( rnt('rtr.rlr,r\ \hil) I)r,,.1 irl

lrx-Asixn (xr!l() on plsscngcr fligltts. ll

melh()d lh.rt is hec<xrling $rrfullv inaclc-

(luxtc ll('(lusr nr<xl o[ lltcsc l)ights tlc-

1>an cluring thc clay lirr lhc (t)nveniqrr((

ol passcngcrs, slrippers sccking overniglrt

tlelircrv nrrrst drop ofl pa(kages:tt the

rirpon as clrly rs t]:oo rn).-[Itis ttntler
rnincs Ilr(' .rl)ilil) .)[ inl(,]rlrlors I0 l)finllr:\('
Iist scn'icc lirr thc ciclivcry of drrutncnts,
\p.!rc l).lrls. .rn(l (,tllr'r lirrtc i'(n.ili\('
frcight. l:sing pxsscngcr flights also al:
hr'ts tltr. rr'lirrhilitr ol' rtir t r1,lrt:.s .rn rr t't
:,incr (:lrg() shippcd on passcngcr l)igltts

ii \ul),(('t t(' tllr li((lr.r(r)l rltl:rys us'rri
atecl rvith lxlc-arriving plrssrnracrs xnd

lreggagc. ancl to the camcll:tti<x't of fJigltts

Express shipments

within the region ore

increosing 6y 25

percent onnuolly ond

doubling eoch yeor in

Chino s Speciol

Economic Zones.

duc to l()w lxxrkings. I)rtsscnger lligltls
lre llso ntorc prone to clclll's or cltncel_

lali()ns lx,cxr.rse sefett st:rn<larcls arc ntorc

stringeor thxn li)r cargo<rnlv llights.
Anorlr(r (:ru\r [r,r serrir.<'tlelrr)s irt

Asix is the slxrrllge o[;tirlxrn nunp()wcr
anci facilities clLrring peak lftern<xrn :rncl

Moior Air Morkets in the Asio'Pociffc Region

a

CHINA

Wuh€na shonghoi

Shcnth.n

. ,rlqior Corgo ildikcl3
a Sc<ondory Corgo ,rioik tt

BURMA

INDIA

Colcuito

itodr.r

GUINEA
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c:trly cvcning ltours, which (aln ciltrsc
((msi(leral)l(' clclals in trlnstcrring cargo

lxtseen llights. lligh levcls ()f ( ()ngesti( )n

lt n)aj(,r Asi.rn itirlx)ns rlrxkc il difficult l()

Het cxrg() thr()Lr8l) Ihc lrrnrinxls quickly.

A money-moking model

\\'hilc lll o[ these frctors ntkt' lift'dil
6urlt [rrr intcgrutors. a s cll-r.lcr cL rPed P:t-

(ilic Rinl cxl)rrss hul) \\'olrkl oller thcrr
lhc pftrni* of :rn cnlargeri murkct sltalc.

ls occurecl in N()rth Anlcricx. u'here intc-

l.l[ltors n()!\' r!n] nrorc lhJo 60 Perccnt ()[

ilir carg() r(!cnucs. Sin(c lirtrnching lllc
lirst hrrlr lrrrrl-.P,'kc Jir (:trB.r svst(ttt ill
1973, F'rdrrll lixpress hns cxprtndecl its
()Perxli()ns I() cnc(rl)p:lss nr()rc than 'r(x)

lliglls xnd I : milli()n prck:rgcs dai11.

rntkinfi it lllc $rrrlcls ltrgcst e\Press (-ur-

rier. Aircr:lfi clcpln frorn urottncl the cotrn-

rry io xrrivc rl l;cdEx s Mcnrphis 'sttpcr-

Irtrh ununcl nli(lniglrr. vithin l\'o hortrs.

(
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cJrgo is s()ncd in ir spccially (lcsigned lcr-
nrinal :rnd rclradcd onto plunes boun<l

f()r dcstinxti()ns anrunrl the \\1)rl(1. A llccl
()f J1,000 vchicles thcn delivcr plcktgcs
t() thc (\rst(nrlcrs d(x)rs.

l ltc dt r t k rpntt'nt ( )l' J l:.rr l:.rstcrn .rir
cergo huh will hingc ()n lhc rl)ilily ()l'

inlcgrxtors t() ()verc()rne stxrt-up p()l)-
[,rrr. such :ls Jirlx )n (rrrfe$'s. r(\trt'li\ (r

air-scrvicc ;Ulrcenrents, ancl p<xrr airpr;n
fircilitics. llorvever. integrakrrs alreadl'
Jrr' g( xrinB ttp [r'r ntr,,rr ( xl)rn\r(,n.
Fcdllx, for cxlnlplc, operatcs nany rc-
gional flights froln Chiirng Kai Shek Air
p(,fl in T:lrp(i. In \{,vcrnlrtr. lllr'('rlrr,(r
annoLrncecl l)lans t() ()pen a calrg() ccnler
irr tlrc PhilipPincs rt tlrc SLrl)i( llxy .rir
brse. uhich is beiig \':rcated b1'dre tiS
rrilitary. \rhile initially se.viflg iust llve
llighrs dail!', the sul)ic tlay t:rciliry h;rs

grral g()\\1lt D()Icntiill. Nevcnl)clcss. tllc
curricr insists thxt ll)c I)hilil)pines sit('is
n(,t nq( c\\:rril)' its long-:l\\xil(.(l Asi.ln
Itrrlr. 'lltc intt.grltor :tlsrr rs trrn.irk,ring
r)n'\'ing I)irfl ('l ir\ (,xrslinA ll.)nA N(, r.l

()perltioil l() l\'lrcr(). $hir'h plans t<r

()pcn :l ncu lil billii)n xirp()rt in 1995.
'l NT re.cntly oprnc(l il orini-hul) in

llunil:r t(, l)ri,\'l(i( r)\( rniglll \cr\'r('('
i rnong sitcs in'Tui\\-:ln, Singap()rc.
Ilrunci, lntl tllc Philil)pincs. Iluring lruilt
its ()$ n S-l nrillion tcrnrinal. tl)c r(xDl)xnv
plrrns to cnllrgc this ()l)erxli()n l() rcn,c
ll (i1ies il,) Asi:1. S(nne industry tn.rlvsls
cl)nsidcr this l() l)c :r l)re-cIl)pti|e r)l()\'c
lry'l'NT. dcsigncd tr) estxl)lrsh ,nrrkcl
d()n)in;rti(nr cllrly on t() (lctcr (r)nrpetitors

Inrrr l:rurrching hulrs ol thcir rru n.

l)llL i\ r)rirkinE lrrl.t( rn\'(\lnrrnls ll]
termiilxl llr'ilitirs in Singal'xrrc and.kpan
antl is opcning e\prcss ccntcls thr()uglr
out nr:rinl:rn<l (lhinx. And, t() kccp px(e
$'rlll it\ (1)ntl)c(it(,r\ [ l'S i\ I)rtr( IIJ\rnr.l

nc$ $irlelxxlr rirctuli k) lx)lstcr its ()J)(,r.

rrli{)ns in Ihc Asiun nrrrkri
As lhrsc (xrriers ltxrk to crpend thcir

lrltsincss in Asil. airfx)n:' tltrorrgltout thc
I(fli,,rt s((k L, j,,in tlr( trnks t'l tlt,rsc irr

Cin( innlli, I-orrisr ille. \lcmplrrs, Ilnrssc,ls,

antl tirkrgnc:ls nriri(n cxprcss ltubs. llrc
winniDg Asiln xirpon orxy HxiD (k)zens (r'
arklitionel rhilt' lieightrr deplntrrcs-lml
iI1 rc()n()nlic sh()l in lhe rrnr. l-h()rrglr
!'cclllx and l'N'l h.lvc ilrex(ly l)egLrn s('t'
ting up snrxll (' rg() ccnlers. lhc Asix-l)x-

ciiir'rnarkcl r;r'ill plohablv be lurgc
cn()ugh k) srrPprrn onll ()nc nlli()r hul)
throtrgh tltc ncxl clcr';rrlc.

Geogrophicolly,

Hong Kong h

the best locotion

Asion oir corgo

ond would of

immense sovings

OS

tllan a d()zelr ne\r airp() s by thc
ycrr.20{)0.

II (:hck tlp Kok hirs a corDpctitivc x(l-
vxntirge, il \\'ill bc in the express carg()

nlxrkct. Thc rirpon's high le'es. including
those for llntling and perking aircrafl.
will Dot bc a tr)iljor (lelerrent k) crrrjcrs ()[

higlr v.rluc crpress tttcrr.hrtnrlisc. rrs lir.
p()n lces reprcsent only a tin,v liaction of
lh( costs incLrrrcd l)y integral()rs. An(nllcr
advirntagc li)r (:hck lip Kok q,ill lr its

nrxny pxss('ngrr llights, \\,hicll $ill l)e

:rlr['tll handlc Jir ('Jrgr) lo stttlllt'r r'itics
rn ( lhrn:r lnrl r.'lst'q lrt rt' in lh( rc8ron.

Roling corgo terminols

Scvera I upc()ming tlecisions ah<lut
H()ng Kongs nc\r, rirpon xt Chek Lrp
K()k nray dcteaninc lllc territ()ry's fatc s

,n exprcss crrgo hrrb. Managenrent o[
c:lrli() ternrinil tlcilitics qill lx prnicu-
hrly imponitnt. Before nrid-ycar, the Pro-

risi()nxl r\irpr)rt Allth()rily $ill dccirlc
hrr$ nranl r'lrgo tcrntinal liccnscs to
:rq'urrl :tt tlrc ntu lircility. Tlrcsc clccisi,rrrs

u'crc cxpcctcrl to lrc announccd last

)clr. l)ut \\'cre helcl up by constructi(nl-
rclatcclclelays.

(lurrcntl\'. ll(mg K()rg Air (lrgo Icr-
n)inrls Li rilcd (l1A(:l'1.) owns lnd ()pcr-

lLlcs irll c:rrgo lcrnlinrl l:lcilitics itl Kai 'l!k
unclcr ln cx<lusilc liccnsc n itI tlrr Ilrng
K(rlg govcrnnrcnl. Altlx)ugh lIAC-TL de-

sen'cs high nr:lrks ti)r consistent xnd r(li-
ahlc scrvicc. auarrling tlA(lTl, ()r in)
()tl)(r entily rn crtirrivc liccnsc at Cltr:k

t;r1: t, rk rloLrltl I'c u rr.riors(tlratk lirr irr.

legrilt()rs. A nron<4rol1 ()pcrJt()r ellcc'
ti\'(ly uoul(l be guarantcrcl profits
tll.()ugh g()r.c.nurenl rc!{ulali(nr {l)()llts xt
I'rti I;rk arc lrekl to 12.5 per(enl). thlrs
chntpcning tll( tcnninlll ()penlt()r's inccn-
ti\c t() lxx)st scnites lirr sper'ific opcr:r-
t()rs. In fll(t. nonr of thc \\'()rld s 10

l:rr},l('\t c\Pr('.( lrttlr..rrc lrx'rttrrl :tt :rir-
p()rts \\'ith (xlh,()nr lcrnrinxl ()pcrirt()r. II-

tlic I)ft)\'isi(nrlll AirF)n Authorit!' muster\
tllc l)()liti(ill will l() elirlinatc thc currcnl
ntonopolt slstcm. thc ch:rncr,s lirr the
cnl(r8cnae ()l'ir st(rrlj lkrng Kong htrlr
wou vustly inrprovc.

lirc (1|ntl):rni(r' lr) (lJl( h.ttc \uln il.
t((l l)r(,Pr,\Jl\ l(,l)ui[.] :rttr.1 ,,ptntc terttti-
nals at CLK. l]xpress (xrricrs l)llL xn(l
lctllir. srrrking urtlt investor c'onsorti:r.
hale cach sr.rbmitlctl proposals to lrrriltl
ancl r4reratc tl)cir ()$n tcrnrin;lls. At lh(,
ven lcast, thcy tlcsirc thc right to thrxrsc

f

f

or on

hub

er

tn UEI

ond lobor costs.

Front runner

(;cograpllically. Il()ng K()ng lras thc
Itst kration lbr an Asian air cargo hub
anrl woulcl offcr imnrcrrse savings in llel
irnd hhor c()sts. tlsinS:l tlong Kong hulr
*rxrld enable caricrs ro f11'Ics'er lxrurs
lo scrvi(:e Asia's largest nurkcls than thcy
coulcl via hul'x in lrig,'i. lVxnilx. or Sin-

8JP(,rc {\(r'lxrxt lltr-'sc tit)lc sxvtnEs
coulcl shal'e at least ji2.5 million off l crr-
ricr's lnntlrl fuel c()sts :lnd substantilrllv
irnpnx,c clclivery schcchrlcs.

Ilo$,evcr, Ilong Kong currcntly is nrx
consiclcrecl l leasiblc lir crrgo hul) sitc
clue kr inftlcquutc lcrn:inal scrvices rnd
cuP:t<'itl slt nuges .rl KJi Tlk. \4r,r( int-
pon nt, ll()n8 Kongs rcstrictivc rir scr-

rir't .rgrerntt nl: lrc httnin6 tlrc territ, ,ry's

chan(e l() rcmain thc rcgi()n s d(nrlinxnt
(lprcss clrrg() cenlcr. panictrl:rrlv as othcr
countries givc intcgr t()rs thc lrecckrnt
thcl' ncecl to cxpanrl.

Tltr':'r' tlt r t lr,Pnrt ols slt.)rrltl Err c
puusc to planncrs ol ll()ng K()rUis coslly
nc\\ lrirp()n xt Chck Lrp K()k. Ih!'ncN
airJxrn * ill lirce inrnrcnsc conrpctili()n ti)r
g,. rtr'r.tl .rir cltrgo sr'niies.ls ilirlx)n' irl

l\lacuo. Guangzlrou. Shr:nzhcn. ZhLrhei.

:ln(l rnher cilics $ill l)e ablc l() undcr(lt
Il()ng K()ng s xirport llcs ancl ofli-r closcr
pr()rinlir) t,,5(tLlth (:llin:.'5 ril nl rl:ratr rfl l.t

ccntcrs. lllngkok, Kulla I-unrpur. enrl
Seotrl llso will lrc fcisty conrpetitots-
arnrccl rvilh nc\\'.lirp()rls built lt a lia<

ri, rn ol Clrt k l.:rp Kr)k s ('{,\1. In tltis enr i

r()nrnent, tllc llong K()ng l)r()visi()nill
Airp()( Autlx)rit! ri li)rc(.rsl li)r 800 pcr-

ccnl c:rrg() gr()rvth ()\'cr lhc,rcxt .J0 \'eirrs
cotrld prove unxtuinxlllc. Ovcr thc ncxt
fivc 1'ears, sorne of Asia s nc\\' rirp()ns
lik.-l1 s'ill lr hun finirncially bl thc- rapicl
in( rcxsc in uirport lac ilitt:s around thc rc-
gion. Chinl akrnc phns t() ()pen nr()rc
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ll,rx)ng indcpcn(lcnt ()l)3(lk)rs. In lhcir
cxpcricn(e. c(rnpcli1i()n spurs lcrnlinrl
()peralors lo ()[l(r sPcciJlizcd rir-crrg()
tenninxl sen'ic(.s. including nutaix sort-

inq svsl(.nts, (\)otpulcr s(:lnneri\. ltncl ilu-
l( llrlc(l ( ()n\'ex)r svrilen)ti. The :tl)ilitv l()
c'lttxrsc lnrong tent'tinarl ()pertt()rs :lls()
givcs (llraiers tl)(. levcrilge they nccd k)
ncg,'li:rl(' li)r \P(( rJl or)-srlc {,lx'r,llrn!a
prrrr t'tltrrt's :rn(l l'rcrglrt u'ert lrr,rrsrnrl
privilegrs.

\()l cven()ne agrcc\ lh:lt c(nnpetitiYc
ternrinxls .ue ltst tbr lkrng Kong, lros.

'l1rc gcographv o[ thc Aii:r-Pi.ific rc-
gion rvr;rks t() thc;ldvantagc ()f pr()spcc-

live lrul) sites in South (lhinil (.{,c lnxp). A
lruh in tlris arcr 11'()uld (rTcr thc nn)sl
c(()n(nllictl .tcccss t(, Asiil s clrrgr) rnrr-
k(1:'. Ij()r crJn)pl( . rt (:lrgo r)p( r:rt(rr u\ing
Ilong K(nrg as x hub cr)r,rld scnt- thc rc-
gi()n i n)ai()r rarkels \\'illt (r-J perccnt
fi,u er tlight rnilcs rhlrn $ irh r Tiipei hub,
l().f Ixrccnt fervcr flight miles llun tr.itlr
:l trlJnill hub, ancl .i6.1 pcrccnt fcrvcr
flight nrilcs Ilrrn wirh r singaporc hul)
1.r.1, lrl)le). (irnrprrerl l() ()lher Asi n k>
(tti()ns. hul)s in II()ng Kong. Nlacao.()r
Shcnzhcn *,ortLl sa\'c (lrrricrs nrillions ri'
tirlkrn,' r,l fucl und sl:tslt.r tlrgo.rllinri.
nnnual petnrltunr cosls l)) S2.1-l(,.: nril-
lk)n. lly cutting lrrck on thc nunrhcr of
lrrurs ol llight ()pcrntion. (rc\'r'expcnscs

also Nr)uld l)c nliuimiz.c(|.

J'he nrost pr()rnising lruh sitc. ho*-
crer, i\n t neaess:rril) locrlcd at lhe gc()-

('\'er. Srnlc krcul o[licills, tirr cx:rntplc.
c()nlcnd lhxl l singlc opcftrlor shotrlcl lt
ih, r.t'rt t, r t,n\tr11' Ihc t llit rr'n< r r,l tt rrttr-
nlrl opr,nrtions through ccononrics o[
scllc. li.rt cxfr(ss c:lrricrs arc \\'irrV ()l

lhis ur!urnerl lrccutrsc il usstrmes lhal lcr
nrinal st,nic'es;rrc l gencri( aonrnx)(lit)-
Ir vic$' thal is inconsist(,nt with tlr(.ir cx'
peri(n(c in ()tlrrr sites. \\'llcre intcgrx()rs
her,c hcrn $illiog ft) p1l)' llrgc sLrms lirr
specirlizcd terolinxl scn'ic( s.

Tlrt' li-lr:r t lrck Lryr K,rk L:r.1.3, \rte rs

lrtrgt'r'rt,,ttglr li,r.tt h.tst I$r) (irrH(, t('mr-

nxls- Ihc ltasil)ilily o[J t\\'() lcnninxl sys-

tcm ltls llre:l(lv been clcrnonsltlrled bv
Singxp()rr's Chxngi Airp()rt. \tcrc l'xrth

lcmrinal ()per.rtors, Singxp()re Air'li,mrinxl
Scrviccs (SATS) ;rncl Ch:tngi Internutional
Airp()rl Scni.cs. :rre prolitlblc rnd er-
pantling Shippers:rre ri() plcirsed wirh this

,ltt,rltr,lr :trr.rn8t rn. nt Il).rt Ih(\ (!'n\is-
trntl)'rxnk lxrth optntors lnxrng thc hcst

in Asiir. Il\press airlines lre als() sutisncd

with tltc Singapore arrlt'rgemenl rnd arc

nraking llrge invesrmenls in tht, SA'lS f:r-

cility, rvhich is cquippc(l \\'ith J s(ntc-of:

These tr.l el distuccs grcitl)' lffccl the
seniccs il carricr nunv p()\ ide. As tnuch
rs 6v('hours pcr shipnrcnt coulcl [x cut
lrom tlclivc4'rhcclulcs through thc ust'
o[ an llast Asiin. rathcr thrn S(,uthcJst

A\iiln. hul). For un opefirtor u'itlr l 'llipci
hub. frrr cxamplc, the !\'erugc intm-,A..siao

truvel tinrc t'oulcl be alx>ut 5.5 ltlrrs pcr
shipment, conrpared to 7 hours oul of ir

llanila hub anrl morc llrtn 1().5 lu)urs
fronr l Singapore huh. Shortcr flights
translatc into big irnprovemcnts in guar-

xntc('d (lclivcry ti0rcs.

Finllly, succcssful huhs tend to l>t k>
cated within lucrative lrral lnurkcts. fu'ter
all. businrss lhirl is g(n(l:rtcd in thc hulr
ciq itself necd n()l pass through xn inler-
rncdiatc hub. ln rhis rcspccr, f{(nrg K()ng.
singap()r(.. rnd l'xipr.i. shich rrffcr irn-

nrcnsc lral nlarkcls. h!\'c n dc(isivc !d-
vantaS( ()\,er xirpons in less clcvckrpccl
l()(alcs. aving a hrge kral nurket .rls()

cnhanccs thc utiliq ol p sscnScr llighls,
*hich can he uscd to *'hisk pat krgcs to
smaller rtgional dcsrinli()ns. fhis fltct(.,r

will work againsr airports in (itics thar
rre n()t nrajor prsscngcr huhs, su(lr as

l\,lacx() !n(l Shcnzhcn.
Of c([rse. politicul antl econonric l'ac-

l()rs. su(t lts rirp()n fr'es. hbor cosls. and
the chxnginS pl[crns ()f rcgt)nrl trxdc.
rvill also play a r)lc in hul) lrlttkrn. Thc
()ptirlirl llub site nr1 $cll drift frrrther
s()uth in thc nc\t dccadc as the
(c()n()lllics ()I Milrr]'siir. Vieln!ln, xnd
()lhcr S()lrlh(rst AsiJn n!li()ns c(xltinuc t()

gros'. l'nclcr rtlost sccnlrrios. hose|er.
ilirp()rts in antl ;rrtrntl SoLrth Chinl uill
rrtuin :r lirrrrirl:rlrlc l{)gisli(ll l(h'irntlrgc
Ior tlrc krtesceuh[ litturt.

-L$ellt l'. .\chu id(mkt,

The Right Ploce

Fuel Costs for Regionol Express-Corgo Delivery from
Potentiol Asion Hubs

locqtion

H*g fong/Mo.oo
Shenzhen

Toipei
Monilo

Bongkok
Kuolo [umpur

Singopore
Osoko

Cumulotive
tlight Distonce'
(kml

28.683
29,331

30,552
3 t ,620

35,667
38,546

+0.5

8.4
o.7

39,03 r

41 ,817

SOURCE: Joseoh P Schwietermon
' IATA Greore'r Circle fighi distonces to serve l5 mojor Asio-Poci{r< corgo destinorions
" Bosed on $2.60 fuel isr pe' fl;ght k.
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gr.rphi( centcr ()l the regi()n. F()r thc
lirresceable frrttrrc, morc cargo n'ill bc.

shippcd irm()ng N()rth Asixo cilicr' such

xs Brijing. Seoul, lnd Tokvo rhan xtnong
ciries [unlrcr sor.rth such as-,akafix, Kuala

Lumpur. rnd singrp()rc. 1'he highlv dc-
vcklx'd econorttics o[.hpan and South

Korel will gcncrate rn(xt cxprcss clrg()
lhxn tlr()s(,in S()utheasl Jt\ia. x l':rctor thlt
\rorks l()'laipcis adl'antagc. Iluscd on
rcccot cilrgo strlislics rclx)ne(l hy irrcir

airpr)ns. the nrai()rity ()f packrrgcs
shippx.cl * ithin Asil would har.c to travcl
:ln .lvrr.lgc of onlv .J..lll km through l
'l:lrl)ci llul) [rorn thcir "rigrn Ir, (l(j{inJ-
tion. c()rlrpxr(d 1o.t.575 knl using a

Ilr-rng Kong lrul). ln c()Dtrirst. pJrcels
passing thror,rgh llubs in l\tanila:rnd Sin-
glrpolc urrulcl have to trrvel nl()rc than
'i,l(n krn:rnd (r.200 krrr respeclivrly-a
major <liseclvunlagc.

Annuol Fuel Cost
Compored to
Hong Kong/Mocoo"
{S millionsl

1.6
2.4

5.7
8.0
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Ihc-irfl Express Couricr Cenlcr that lcascs

spa(c to crrricrs an(l gives thcrn the llcxi-
biliiy dley nccd t() nranage lheir tcmrinal
()perutions.

As Chek llp K()k's c'onstmcti()n c()sts

csc:rlatc and Ilon8 K()ngs ft.rrnifi(.ltl(,n
wilh Chin app.oachcs, Lhc tlebate ovcr
rhrxrsrng .rn Jir (Jrg() hrrh rn Ari.r is

likelv to ltcome mo(, intense. Chincsc
c()rporirti()ns, such lrs Clrina lnternational
'[rust and lnveslrncnt Corp. (Cl'llC).
tlltinrr TrIrr.l Ssfti(( (L"lsr. :rn(l (.lrinJ

Nilion.Il Aviation (i)rp. (CNA(;), havc lll-
rtlcl) lrouEltt :'l.lk('i, in II()nfi Kr)nE \
flagship crrricr. Cxthitv Pa(ific. CNAC
also rccently ac<1r.rircd a sHkc in tlA(]]L
frorrr tlrc Ikrng Kong g()vcrnn]cnt. l-hcsc
clcvel()pmcnls add iln imrx)nilnr p(rilicxl
(lintcn\ion l() up(()rtring l(rlr]inirl Ll('('r-

sions at Chek l.ap Kok. as p()$'erlirl (lhi-
ncsc-c()nlr()lled cnlitics n()$' havc :r 6-
nlnciel stakc in ll()nH K()ng's:Lviirti()n
dc(isi(rns.

Ending the shlemote

'l-o mlkc an cxprcss htrtr in Ilong
Kong a rcrrlity. cargo 1)ight isslrcs nlusl
:Llso lt renrovcd lnrnr thc ctrnrltrsonre
l)il:rtcrrl rrcg(nilting procc:'s Iirr air sr'r-

vir.e riglrts. A1 prcscnt, the Il(nrg K(nrg
g()\,crnnl(nl ncg()lixles $'ilh lirreign grx.
ernrrrcnls li)r v:ui()us xir scnic( right:i ()n

Irr.,lr.rll oI l:rrtlr n.rsi\(nger.rr\l ('.rrg(, lir-
lines, lirllrt ing thc pretedcnt cstahlishccl

h] thc l(rr() IJemru(h I conlerenr c. 'l his

l:rillrler'el Pr<rcss hls rcsultcrl in air scr-

vir'r. ugrer.rntrtts llr.rl (ii('lJt( li'rcign \rrri
crs u('acss l() Ik)ng K()ng.ls $ell as tltcir
Iliglrt caprc itics.

Iillurc ncg()tixla()ns. uhich havc tt.t to
Ir stltcclulcd. lrc likcll to l)( (k)nrinirt('(l

l.l1 r'omplt,x p:rssrngcr-relrlc(l issr.r(.s.

rtt.rkrng nt'rv :lsre( rn( rrl\ .rl)l 'ut aJrg.) r:-

strcs unlikcly. Allcfllpts l)! lirrcign gor'-
crnrttcnts stKh ls th(,[]nitcd Sl.ltcs t() ne
gotiiltc Fillll I:rccdonr rights lirr cargo
lirlincs orxy lt dcstincd to liril (.m,7}r,
r,Iik. N()\ (jnrl)er-l)cccr]lbcr I991. l).J5).
l'ilth l'rct.tirrrt rigltt. \rrultl gi\( t \.rir-
lincs thc xulh()rity t() pi('k ul) cxrg() r)r
pir\i( nr.i( rj\ rn Hr)rS K(,nB ln(l (l( lir ( r
lhcr) I() xn()thcr li)reign countn.

As H()ng K()ng an(l lrs ncgoli.lt()rs
lrrokc ofl tllks on lllc issuc lxst sun)nrL'r.

tllr ()utl(x)k lirr a cornPrchcnsi!r lilrral-
izxti()o ()l lllc xir scn,i(c se(t(n xppcllrs
(lir lI fl()ng Kong ckrs n()t gmnl li)r-
cign curicrs IilIlr l'rccd()rn riglrts. ltou'

To moke on

express hub in

Hong Kong o

reoliry, corgo

flight issues must

be removed

from the cumbersome

biloterol negotioling

process for oir

service rights.

evcr, it uill lock itscll orrt r:I thc ltub
c()rDpctiti()r'1.

l'hc f-ifih t'reedorrr irnpssc could end
witlx)ut x(h crsely xllccting k)('ll prssen
gcr lirlincs. il ncg()tilling p!nies scpx-
r:rt,. ull curgrr sc rlirr's liont c rrstrng
t.cJtics. ()ther c(nrnlri('s havc donc lhis
rr'ith grcrt success. 'lhc Pltilippincs. Sin-

gxlx)re. S(,uth Korca, antl 'l:riBxn. li)r
erunrplc. hxvc lliven lirrcign Ilrg<r
Ircighters relltivelv l-rce rcc'css 1() lhcir
rirp()rIs. li\,cn th( [ 1itc(l Kingtlorn.
which unlil rcccntly nrg()tirfc(l xir scr-
ti(( lrcJlic' (,n l)(ll.rll ,)f Il(nr8 K{,ng. r\
s'orking tosercl an r1>cn skies" polir'1'

with lhe llnitcd strlcs.'li) lir.ilitatc hrrlr
(lrvel()pnt( nt. Hong K<ings l.l(r\'crnnlcnt
llrust tllke sirnil'tf ilcti()nri
I Auth()rizc il lirnilc(l numlxr ()l rll-cxrg()
llights (ptrltaps hlc llights cllill) to lt
rpcr:rtccl lry cxprcss r'lrricrs bctwecn Kui
'l:rk Arrlx,n .rntl otIr,.'r' rrr:ri,rr Asr:rn clt'sti

nlti()ns. lj) trtnting thcsc rurriers l'ilth
I'rcc(l()Dr rights. II()ng Kool.i ur)ul(l
(l( rDr)n\tr.rt( it\ (()nlntit i)r'nt t() lrr' .r r i-
lblc htrb.

I l)rovidc rrnrcslrictecl x(ccss to (;hck

I.rp Kok lirr all-crrgo flights. tf llong
Kortg olhtiitls rnn()lrn((' lhis ()pen-(l(x)r

pol ic1' srxlr, citrg() ilirIincs cottlcl r.r rnfi -

rIntly drrcl<'p pluns t,r..tulrli'lr .r nr:rgrrr,

hul) at thc nc\\'xirp()n.
I (livc !()(.rl cargo lrirlines nc\!'opl)()rlu-
nitics t() e\l)xnd- Vhilc r:ther Asian coun'
lri(\ (iei.iSnill( l$'(! ('irrri(r\ lr, \('nc Url-

l)1)rt:lnt r()utcri. ll()ng K()ng gencIlrlly
drsignirtcs onlv onc kxal tlrricr. 'lhis
policy slroulcl bc ubanrloncrl ls it prc'

cludes ncrvcomer Air llong KonS from
c()mpeting in many (lcstinalions and lr()nr
lrclPing rr:rkt Hrr)E Kr)ng S,ruth Chrnils
pr(] rier carlio cenlcr-

All of thr:se a(tions w()uld strengthen
(rrgo opcrltions :lr Chck l-xp K()k xnd
uorrld Irkt'ly lrr\ t r iir (JrEo rirt(\ in
ll(mg Kong hy ilt lcast 5 pcrcent. Airp()n-
gcncrrlcd rcv(nut's $r,lrltl rn(rcasc sig-

nificantly, contributing nrillions annually
1() tllr Hong Kong cconomv. Additi()nal
Itnefits cotrld spill ()ver int() (;uangd()ng

l)r()vincc.
'Ihe failtrrc of lkrng Konll irfx)n ()m-

(iJli\ tr) J(l cl((i\i\clv ()n thq Jir (JrI(, ij,

stre worrl<l lurnr shippers anrl rcsitlcnts
in fiong Kong, $'ho rvill soon reccivc a

hcfty 521 billion lill) Ii)r Chck Lap Kok's
(r)ltstru(li()n ancl rclatecl l)r()jcct (()sts.

ll()ng K()ng citizcns have cvery rclls()n
t() j()in rl.]llj()r exp()nc$. intcgre()$, ind
fifciHn g()\,crnnrcnls in <alling lirr poli-
cvnrakcrs in thr lcrrit()n to help pavc
thc uay lirr Asia s first olrior nruncl the
<lock hub. ft,

Let's expand
America's exports
to china

WE HELP EXPTORTERS

. Conducl price surveys to see

what products are competitive.

. Develop your literature and
rds in Chinese.

. Find Chinese psrtners with real

competitive powcr (not problem
strte enterprises).

. Go to oegotiations with you.

Stepanek & Associat€s, loc.
5t Sl.nnrrd Av.Duc
Brrnford, Connccticul 06,105 USA
Fu: 20!4t$.6552 Tcl: 203-4E6-3732

Let us positioo ,nd trrin
your sales team and:

. ldentify the quickest way to win
sales cortracts.
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TETTER FROM THE PRESIDENT

I n l)cccrrl)(r. ll rrrcrrlr<r. lnd lltcr-
I nrt.. ul lh(' I s Clrin.r l]u\inc\\ C('un-
I cil'. lrr.rrtl ol clircrtors trJ!cl('d witll
I nu, ,,, l*,;i,,g rnd )hrnghrr ti)r mccr-

inSs with lop (ihinesc economi( and po-

liticill lcrders. Lcd by ll()ard (illairman

IlJuri(c R. Crccnlrtrg. tlre dclcgrti.n ris-
ited China lo raise tltc profile of thc
Council xs the prL'micr ()rgirnii,rlkD rep-

rcs(nting lht' l'5 lru:'rncss ('ollullunit) ln

China; t() leam ils much rs possil)lc aboLrt

the currcnt $lilte ()f thc (ihinesc ccononrl',
inclutling the results o[ the rcccnt Pafly
plenum and thc outkxrk for tinlrcr ecr>

nonic rcfornrsi and to pnl'idc thc Clri-
nesc sith :rn xuthoritxlive vicw of thc
current sccne in \x/ashington. includinll
prospe(ts for rcne\\al ()[ China's M()sl Fil-

vored Nrtion (MFN) strtus in 1994.

In llcijing, the delcgrtion, ircc(rl]p.l-
nie<l by new l)ircctor of Chinr Operx-
Iions Ann(' Slcv(nsr)n.Y.lng Jnd llusi-
ness Advisory Serviccs Direct()r liichard
llreclrcr, mel u'ith Natir>nal l)eoplc s

C()ngress (NP(l) Chairoran Qia() Shi(als()
l mcnlrcr of lhe Stancling Conrrrrittec' o[
the Ccntral C(nnnriltee s I'()litl)ur()), Vicc
Presidcnt Rong Yiren, and Minister ol
Foreign Iradc rnd Econ()mic (ix)pera-
tion V'u Yi. nrong othcrs. In Shanghai,

we mct !!ith l:xccutivc Vice Mlyor Xu
Guangcli ancl paid an inlcresting visit t()

the Shlnghai St(rk Ex(hrngc. fhc ciN s

ctfirns ro rapiclly devekrp its banking. sc-

curitics. and tclrcom capal-rilitics rcflcct
its ambition to be.c<xtrc x mai()r iotemil-

40
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Opening
New Doors
for the New Yeor

The boord o[
directors' delegotion
reinforced the

Council's role os o

key ployer in the

US-Chino biloterol
commerciol

relotionship

ti()nrl fimrncc centcr rir aling Tokyo and
Hong K()ng.

In.rdditi()n to thcsc meetings, hoarcl

memlx.rs held their scmi-annu:ll meeting
in Shanghai, thc frrst linre thc lxrard hatl

ever convenc'd in China. The dircct()rs
decidcd last June thar h()lding thcir Dc-
cenlber meeting in China w()uld be an

app()prirte ackn<>*leclgcment of China s

gr()B'ing ec()nomic inrportancc to thc
Llnitcd Slates. lndeed, this decision wxs
notccl favorabl.v hy sclcral of thc Chincse

leadtrs with u'hom s'c mcl, and q'as

widcly reponed in thc Clrinesc press.

I :rnd other rrcrnhcrs o[ the dt,legattrn
wcre struck by the consistently upbeat
rnd rrrnfrdenl !lLlilr.r(l( ()f ev(ry rcni()r
leadcr with q'hom q'e met. Nonc
seentccl concemed alxxrt Chinl s current
13 psrccnt economic growth rate and llrc
polential f<rr ()vcrhealing- vhilc admit-
tin!l lhrl lh( eurrent inflati(,n rlt< is

higher than tlrey wotrld like, Chinese of-
ficials f)intcd out that unlike thc pcriod
of high inflation in l9tlu-U9, t<xlay su1)-

plies of basic consumcr com rodities arc
rlrund:rnt and rvlge k.rr..ls urc keeping
pJ(( witll or cvcn cxcccding tlrt. rist, in
thc cost of living.

We also rcccived cletailcd briefings
fronr State Plrnning Comnission Vi(c
Cluirr)Jn Cdn Ziyu rnd StJt(, L:(i)norni(
and Trade C(nlmission Vice Chairman
YLr Xi osong. (lan tok! r.rs dlllt the 1994

econonric plxn cllls firr l gnrsth rate of
910 pcrccnl ancl that rrtal f<rrcign trade
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is pr)icclcd t() reach S200 l)illion. Acc()rd-

ing r() (; n. tlciiing has designlred clcc-

tronics entl nrlchine builcling. autrxnrr
tivcs. pelr()leul]l ;Lnd perr<rhemiclls. ancl
(()nstru(li()n as pillar" industries in the

n,lIionxl e(()n()m)'. The high prioril]
givcn t,, rlcr t lopinll ll)cic indu\lrir'\
shotrkl nreln grelrtcr trade ind invcst
mcnl ()pp()nunitics in Chine lirr nrany o[
{)rrr nlcrnl)er (-()rllP:1nius. ln light ol
Ohin:r's lrcuvl' enrph:rsis on infraslnr(tlrre
devciryrnrcnt. thc Crluncil \\'ill c()-s[x)ns()r

I sPring conli:rcncc on infitstnrcture oJr-

p()nunilies (nt p 1l ).

ln our top-lcvel mcrlings. Chllirnlrn
(;rccnl)erg rncl other tuembers of thc
deleg i()n n()led the Clinton Aclnrinistra'
tk)n s nx)rc str.ltegic appr()xch to rhc I ls-

China rclutionship an(l its willingness t()

trkc stcps in thc- areas ()f exp()rt con-
tnrls, nilitlry cxchirngcs, and highJcvcl
c()nlacts 1() nrove bilateral relations li)r-
$-ard. ll()wcver, tlte C()uncil stressc(l

that loss ()l l\'ll-N st.ltus for China rc-
mlins :t thrcxt in vieq ()f thc hunran
rigltts condition' contrrrned in lhc l'R'\i
dent s l99J !:xecutil'c Order. V'c relf-

The officiol ond

swop morket roles

for foreign currency

ore to be unified by

the end of the yeor.

(lhiDil. r,Jgc poinled oul, firr exanrple. tlt;rt
rn:lnv C()uncil nrembcr firnrs harc hacl

difl icu k,v l)rlxflcing f,rreign cxchlngc.
plrticularlt ()\,er the pxr't year. s ltcn
swilp ccnter mtcs {nd :rvaillbilitv of harcl

currcnc;- fluctuatc-d $ildl). Seni()r I'ltc
ollicials rcspondcd th:rt thc s$:rp cenlcrs
will be lirrked r,ia computrr ancl peggccl

to a singlc rate, *hilc the officill and

swirp nrlrket rirt.-s lbl fi)rcigr'r curren(y
are to l>c unified hy the end ol tlrc yelr.
China u'ill llso abolisl't ils Foreig,r Ex-

chilnge Cc-nillcates (FEC) ()\'rr lhc ncxl
veer, accorrling to mant of our conta<'ts

in tlcijing. t'ull conYenibilitr of thc ,1,,t-

,rirrlri rcnrilins an ultiDutc goal. l)trt thc

Council Choirmqn Mourice R. Greenberg
greets Minister of Foreign Trode ond
Economi< Cooperotion Wu Yi ot the
delegotion's Eeiiing bonquet.

rcgirnc to lirster greatcr fi)rcign in\,(st
n1ent. NPC Chxirnxrn Qiao Shi, ;rn ollici.rl
ulxr rlrelt' meets uith lrtrsiness grorrl-rs,

strcssccl that these issttcs !\'erc ils() ()f
c()nccm to llle Chincsc g()\'emnrcnl.

Thc lxrlrds visil Io (ihinx ciune rt :l

purticulxrlv opp()rlunc lio1c. $'ith lhc
Part) s plcnum hrving iusl concluckcl,
l,r(.\i(l(.nrs Clint()n :ln(l li:rng lr:rrrng jrr.t

nrel it1 Scattlc. and t!'iltr p()ssil)ilili(js li)r
lr)rl)r, '\'(.rir(,nt in (,r.rr lrilutcnrl rel.rti,,nr in-

crcasing. Ner,enhcless, rr nunrbcr ol'cortt-
plcx issucs rcmxin t{) llc rcsolvetl. an<l

Ihc IUIjN llrrcat (()ntinrrcs. Our lxrard del-

cgati(xr k) Chin.r helped to rcinfirrc( tlrc
Councils role es a ke1'playcr in thc bilat-

c(rl cornnrcrcial rclxtt)nship. \lc \\ere
lhle to voice the conccms o[ [lS brrsincss

in (ilrinr. $hile irt th( \ilDr('tinr('!{Jin
sonrc insigtrts int() thc rcill st()r) ()n
(:hin:r's economic ref()rnrs.

A note of thanks rrrr.rst go to thc Oltina
(louncil for tl]e Promotion ol lnterna-
tionll 'Iracle and its ch:lirnrrD, Zl)cng
llongye, tirr the schcduling an<i krgistic

eff() s \\'hich made thc lxrirrrl s visit a

su('(c5s As qe enl!'r tl)c Nc$ Ycxr. I

urlrld also likc to thank all of otrr nrcnr

l)ers li)r their contirucd support, and
sish y(,rr .rll pr(,sp(.rir\' :rnr! rrrrtr.sr in
199-r. ']'hanks to our grouing nrcnrl, r-

ship arrcl the cn()rrn()Lrs strrgc o[ inlcrcst
in Chinr. the Council lras llolstcrccl its

strlT in order to aontinuc k) pr()\'i(lc tllc
(llrillil,v scrvice you have cornc to cxpcct
lionr us.

Stote Plonning Commission Vice Choirmon Gon Ziyu iold the delegotion Chino will
oim for economic grov/th ol9-.l0 percent in 1994.

ottcills sith gJrom rrc rDcl \\'ere valallc

xlx)ut lhc liming ()[ su.h a movc.
On othcr sprcific issLrcs, sevcral ntcnt-

bcrs of thc delegation exprcssccl thc
n(.(.d ti)r l)(, er enlirr,,'crncnt (,1 (:hinl s

intellcctuxl property protecli()n l1\'s.
grealcr lrunsparcncy ol tratlc rcgulutions.
rnd the finher developnlent of a lcgal

4',|

F
I

d
)t

[irnrecl thc C()uncil s con]nritnlenl t()

press lirr rcncual (rf MF\, lbr $tich thc
(:hinc\( c\prc:,i.c(l rhcir \in('(r( .lppr(r'r-
xti()n, hut urgcd lleiiing to w()rk \\'ith
vxsllinlqt( )n on l\llf N-relutcd mattcrs.

'throlrghorrt ()ur oreetings, \\'c ()l

corrmc lriscrl I nrrnrlrr o[ specific con-
(.(.fils ,,l' I S (1 ,r Ir.rnicr rl,,ing lrusrn,,rr rn

1
rt

U I Irt
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Chino's New
lndividuol lncome Tox Rotes

Desmond Yeung

A unified tox

structure will meon

more in the pockets

of locol stoff, but o

hit for the highest-

poid expots

I Desmond Yeung is o senior monoger
ot Deloitte Touche Tohmohu Chino. He

o&ises multinotionol corporote clients
on ioxotion qnd occounling issues ond
hos ossisled in the esioblishment ol
ioinl ventures, reprcsenlolive offi ces,

ond other forms of investment in Chinq.

s pilrt r)l ils clrivc lo rclirrnr
Clrine s t:rx sYstcrn. Ilcijing iln-
norrnc<l lhc rnrcntlccl Inclivicl-

r[rl lnrrrrlrc 'lll)i l.il\\' ()n ()c1()-

Jonuory-Februory 1994 The Chino Business Review 43

l)cr J1, l9c)J. 'l-hc nc\\, hrv repl;rces tltc
originrl In(livi([rill lncrrnrc'lux Lau' oI
l9l't{). ivhich :rpl,lit<l t<, ti)rcigners. ind
the Inclivitlual lnc(nnr: A(liustnlenl'l-xx
I.l\\' of 19u6. $1rith al-,plierl () Chincs(
('itizcns, \\'h() lrasicrrllt lucl n()t p.lid in-
(r)nx- txx sinct' lll().

'lhe ntrv l.trr. rrlrir'lr lxr'orrrrs cffcrtirc
.lxnurry l. 199.r. sccks to climinlllc lilx
cliffercntials on cnplrvnrcnl incorttc It-
t$ecn tirrcigners ilr'r(l (llrincsc (itizcns l)\'
estahlishing one ralc t:rblc.'l'hc las *ill
rrpply' to nrost lirrrns ol' per:ional income.
including in(()nrc l'r()rl l)usiness oper:r-
ti(ms (rf sclf-cll]pl()]ctl Chinese entrepre
nettrs es rlell ls liortt cotttrtcts. sul>con-
tracts. leascs. rncl strh-lclscs.

Lln(ler tlle ncrv hrv. most cmployees.
uhetlrer l<lrrl or li'rci8r). uill ply lcss in
texes unlcss the) hll int() the highest in
cune Irreckets.-lhis siluation rr'ill be rc,l-
r'rrmcd lrt ntlnl' lirrcrgr rn\1\t()r{. :\rn('('

nxrst have tax pr()lecli(xl schcmes or pll'
Clrincsc intr,rne tuxcs li'r thtir cxpltrilte
ancl lo<'al strlI. trftrst sclf'enrpkryed Chi-
nese enrcprcncurs rvill also find their tax

l:lr,rrdcn lessencd-rlr rt least not
changed-unclcl the lnrendecl law.

1'he implernenting r('gulxtions of tllc
ncq,tax l:ru-, <rrrrcntll in lhc drafi stagc.

*ill pro\'ide a nxrrc dttriled intery)rctx-

ti()n of thc l:l\\'. Thc rcculrli()ns. not vet

hnetizccl :rs lha CIIR g)ts to prcss. uill
presunrxl)l)' contein lenguagc likc thut
lirrrnrl irr tlrl ir)rplcrDenling ru6rrl:rti,,ns
fi)r lhc l,lioln(l l9t{6 h\\'s.

Tle old system...

I ntrl nou. lorcigncrs h:rvc lrccn srrl>

ic(t l() (.hincsc tlrres on lll inconrc
cltrncrl lnrnt pcrotilncnt est:ll)lisltrn(.nts
in (:l)inlr. sLr(ll es reprcscntalivc rrlfict's

lrn<l lirrcign-invcsted enlrrpriscs (|ll:s).
|()rcigncrs rvltosc salar'ics or cntploy
n)cnt aLC n()t clctivccl f(rrrr it pcrntxnrDt
ciitlll)lisllnrent in CIrinx l)ut uho \,ork
lhcre on e ltllcling l):rsis lrc lrculecl :rs

Icrnp()riln,\'isil()rs. A pcr:,( )fl in tllir (xtc-

!l()n is sul)ic(l to (lhincsc' inc(nlle taxes
on tltc incornc attributablc lo his prcs
cn(c in (lhin.r il that presrn<c cxcecds
90 (ld1's in u calenclar vear. lf thc inrlivicl-
ual is lrr;rl a country tlut hls signecl I
(l()ul)l(j-lirxirli()n lvoicllncc lrcilly with
(lhina-sr.rclt as Australil. (lnrrla.
I:r.rn(c, (;crm.lny, Japan. Ihc llnitccl
Kingtlonr. anri the []nitccl Strtcs-thc
nur)rl)cr iunrps to 183 dxvr, pcr )car. I-hc
ncs lrn' makes no chxngrs l() thcse
pr()\'isi()ns, llthough it intr(,duccs lhe
crrnccl'lt o[ domicilc- lkru this rrrn<ept
is to l)c applicd. horvever, u,ill n<x l')c
r.lcur rrntil ll)(, ilnplcmcnlinB rc.gtrl.rtion:'

rr rc isstrctl.

tlncler lx)th the old ancl new systeDls.

salarics, uages. and cash alklvences of
llll'timc cnrplovecs in Chinx rrc g(ncr-
elll suhjcrt to inconre txx. L\pcnscs pilid



bv thc cnrplo)cr or incurrctl hy'an cnr-
pl()ycc ()n I rc'iml)utseDlcnt lxsis. suc'h

ls I rx veling cxpcnscs, h(}rrsing :rl-
lowlnccs. rnd rncxl lntl llrrnrlry cx-
pcnscs. irre not txxtl)lc ilnd xrc de-
clrrctilrlc hy thc cnrpkryer.

In<livi<luul dc(lrrctions un(l(,r tl)c ol(l
l:rN $'cre Yll0l) for li)rci11,rcrs, \\'lrich
nl('iln\ l.ls tr.t:' P:tr:tllk ()n rrll t:rrnrn8.
lulx)\'c tlul rhreslrold. l,<xal (:l)in(.sc \\'crc
pcfllli[e(l () deducr l.r(X!.16(] pcr rn(n[h.
plus lclditional alkrqanccs clcpcncling on

arclr of resiclencc. 'l:lx rctulns lrltl to It
sul)mittctl and pxyrncnts rcDrillcd to lhe
lux hurealr on a lnonlhly blsisl llrcrc r ill
It no chlnge in thcsc proccdurrs under
tllc ncw lil\\,.

,..ond fie new

'lhe ne$ l:r* (reilles ()n(, s(.1 ()l' in
(\)r)le l:lr rales li)r lx)tll r\l)lrtri:ltc ancl
kx:rl r.rnpk,rer's, tlt,rrrgh r':rrl: urr' cnti
tl<rl to clillcrent clcdu('ttms (.v,(,-[rl)l(, I ).

l.()(al (lhincsc cilizcns Jrt n()w !lrilnlcd l
<lctltrctiblc ()f YU00 pcr nrrtnlh, while thc
figtrrc lirr foreigncrs h.ls n()t l)ecn:ln-
nr:rrncccl, lrtrt is expecir(lt() l)( in lhe rc-
gi(rn ()f Y{.000. Thc scopc antl anrounr
ol thc dc<lLrctible rvill lr clcctlccl hl the

Toble I
Chino's New lncome Tox Iobles

The new tox

low introduces

more intermediory

brockets ond

eliminotes the

50 percent

reduction foreigners

hove enioyed

since 1982.

Where the burden folls
I clcnrer picturc ol thc inrlurt of the

nc* llr\\'olr cnrpkrvcrs in (ih,nx is l)est
grrincd tlrnrtrgh txanrplts. Assrnring an
c\prlrirtc w()rking in (lhinu is cntitlecl to
a totlLl nrontlrly clcr.lurtion of Y 1.0(x), hcr
in(()nrc llrx rvill be the srore ls it wxs
llrst vc:rr il'shc nlrkcs lrrrtrrrtl i".1.1.(XXI-

irrl)un(l Sr.590 xl Y5.8 Sl-l)cr nt()nlll. II
Itcr' rtrrntltlv tx\alr(' in(r,,tr( is lcss than
thlr rnn)Lrnt-r,rf Y30.()()(I-hcr t!\ li l)il
itr rtill tlccrcasc: in lllis (:u'c. l).v 2 per-
r'rnl. (irnverselv. il'hcr inc(nDC ir, ()ver

Y l.i.(X)0 pcr nronllr-sxy Y61).000-lrcr
tuxcs will increascl ilr lllis cxsc, l)y 7 pcr
ccnt.

'lh( inc(nne tex pu1'ablc b1- krcll Chi-

ncrr' rvrll lr' .rrlrst.tntilrllt r(\ilr('( (l in \'ir-
tullll lll clscs uncler the nc,v lau (srle
-llhlc 2). 'l hc highesl t.rx hr.rcket li)r k)(':tl
cnrplrvccs is nou'.ri pcrcent. I rlccline
of l5 ltrcent lnrnt earlicr rltcs.

Altlrorrgh l<ral .rn(l cxl)irtrillc cnrpl()v
(('s nrr srrl)ject t() lhc s nrc lxx rxlcs, ex-

l)rtriatcs workinli li)r l;llis in Chinr xl-
ntost always havc higlrer rcprrrtccl
taxablc incorncs. l)cspitc thc largcr t:rx
burclcns expltriatcs l)cJr, fllls rrc less

Toble 2
A Comporison of Currenl ond
Previous lncome Tox Burdens

FOREIGN RATES

Monthly Toxoble
lncome' [Yl

FOREIGN RATES'

itonthly
lncome lY)

Tqx Rqie
Rote

Less thon 5@
50r-2,0@
2,00r-5,0@

r0%
r5%

5,000
r 0,000
20,0@
30,000
40,000
50,000
60,000
r 00,000

75

2,825
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-ru
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4%

32%

Role

0%
-80%
-85%
-83%
-81%
.7%
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35%
40%
45%

Tox Rote

M
5%

r0%

30%
4W
45%

5,00t -20,0@
20,00t-40,000
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CHINESE RATES

Monthly Toxoble
lncome' ffi
tess fion 800
801-1,500
1,501-3,000
3,00r-6,000
6,00r-9,000
9,00t-12,000
over I 2,00O

' non gross up bosis

CHINESE RATES

Monthly
lncome ffi

Percenloge
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from OUNew Tox

Poyoble [Y)
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Stxlc (i)un(il buscd on such faclors ts
t,rlrrirt,lri cxchlrltgc rete llrrcttrlrtions rn<l
prtstrrnul'lr srll lx prtlrlishecl rn tltt irtt-
plenrcntini{ rcglrhri()ns. Chincsc r'itizcns
\\Jx) cleri\'c trirl)l(' in(()ntc lionr r:r,cr-

sc:ts rvill also l)c cnlille(l t() thc lilrgcr
decLrction.

The ncu tax larv nraintains the l()wcsl
irnd lrigl)cst lax relcs of lhe original lau'
for li)reigncrs, lnrt inlr(xluccs m()re intcr-
mctlian llrackcts xn(l eliminatcs thc i0
percent rccluction foreigners havc en
jo)ed since 1987. Inconle earners ir thc
t,)p l)r.r(k(.r will tlrrrs jtrrrrp lronr an rn.

coflle tax rirle ()f 22.5 perccnt lo 45 pcr-

cent.'l'hc new law also expands (n'r thc
s<opc ol lppli<ulllc incon're to covcr
money collcctccl lionr "trunslcr of prtl>
crties an(l accidcntal income. Al-
th()ugh thcse tcrnrs have n(x yet l)ecn
defincd. thcy probably will inc()(x)ratc
elusive sorrrccs ol in<rmc such as krltcry
and prize winnings, as *.ell as capital
gains on transfcrs of persona) assets
strch as shares anci real eslate.

Frrrt ign tntphrytcs whose Chinc.i(' rn-

conlc tuxcs are plid by their empl()yers
are sul)iect t() individual income tax cal-

crrllrtc,.l r,n un _inl'intlc gross-up' lrasis.

This nrcxns thrt llrc txx paid by an cn1-

ployer is also c()nsidere(l taxablc crn
ployee incomc Jn(l will altracl rddilionxl
tax Iiabililies-the enrployers sdtlenrcnt
of whiclr then creatcs rdditional tax lia'
bilities. ]i) cal<ulatt'thc final anount
due, a spcciul "infinite gross up" f<rnnul:r

is uscd. ltndcr tl:is lirnnula, the tax dLre

<ln r forcign cmpkrycc's inconrc coultl in
creasc suhstenliallvr at the uppcr l)rx(k-
els. it might (k)uhle.

Percenioge
Chonge
ftom OldNew Tox

Poyoble ffi

20%
25%
30%

' ofter deductibles



tcnrpted lhan olhcr entery)rises k) Lrnder-

rcp()n dreir salarics ltceusc Fllls lre of-

t(jn al)lc t,) de(lu(t (rnl)[)yc( sJlJrici'
whcn it c(nDes timc t() pay thcir own
cr)rp()rrtc t.rxes. Tlrrrs. de.pitc thc in-
crcased tax lial)ilitics of li)rcign cmploy-
ecs under thc new law. n<x all F'llis will
fcel the pinch.

EvcnilB the scorc

Some (:hinesc tax offir'ials spc<ulatc

thlt ovcr thc long run thc twt) cnds ()l'

thc nc\\' tltx tablc will lx' rcruovecl qtcn
the inconrc gap Irtwccn Chincsc and

lirreigners narro\!'s. LTntil then, lhc Statr

T:rx lhlr(IU i\ (()unting (ln tlte ncu in_

come tax hw and thc ncll'Tax Grllec-
tr()n Jnd Adminr j'trilli( nr l.lr\\. eil(\'li\('
Jrrnrrrry l. l9(rt. I,) lnx)sl rntlivir.lttal in.
(()rne tax revenuc s c()nlrihuti()n t() na-

ti(nrxl rcvenue lior the currcnt 1 per-
(ent. Thc l()gic is lhxt l:lx rcvcntrcs will
risc rs ina()ntes ltrountl thc t'otrnlrl
cliorb ancl m()rc pe()pl( l'rll into the tux

ncr- Sin(c nn)st individuirls r,. ill lt pa1'

ing less tilx unclcr tl'tc rrc\\' lx\\'. h()rr'

evef, lhc (enlrxl 8()vcrn,lleDt nl(rst stcJ)

up administrutive anci collcction mea-

sures if it wishes t() nr(et its ()l)iectivc ()f

incrcascd revenue.

The new top

morginol rote

of 45 percent

is relotively

high compored

to other

Asion locoles

like Hong Kong

ond Singcrpore.

China s ne$' in('()n'r(' tirx ll$ repre-
sents I firs1 strp lo$arcl cllrninlltin! (lis

tinctions betwecn for('ign and Chincsc

taxpaycrs. Although it does not dil'fcr
signifirrntly frotn lhc prcvious Iau rn

scope or spirit, ils top marginal ratc of
{5 percent is relatively high c<lrnpared to
other Asian locales such xs H()ng KonS

and singrpore. l{owever, Chinl gencr-

ally is more lcnicnt thxn thesc ilteas re-

garding taxation of l)cnehts-in-kind. Al-
though not anticipatcd to bc a hrcstcr
of foreign invcstDrent inlo China. the
ncw law will mean retluced lrlll tax bur-

dens frrr kxal stefT and in that scnse will
surely l>c welcomed k
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Accounling ond lnsuronce

OTHER

Price Woterhouse (USl

will prrlicip:rtc in \vorld llxnk-supportecl progr:ror lo hcllr
I'8OC impr()\'e itr' Iinirnaixl sLrl)e,aisi(nl systcrl lincl a(c()Llntinll
nrctlrocls. $7.1i rnillion. 9.,9J.

Advertising ond Public Relolions

INVESTMENTS IN CHINA
Edelmqn Public Relqtions Worldwide (USl/lnterosio
Communicotions Ltd. (Beiiing)

FoInrcrl I'.tlelnrlrn I)ul)li( Il('Irli()r]s \\(n1(l\\i!l(. (:lrinr 1{ ) 
'.1

Agriculturol Commodities ond Technology

OTHER

UNDP
rffill pnrvicle kren for agricultural developolent in Nofthwest
Chinx. S8.i nrillion. 9,/9-a.

Bonking ond Finonce

CHINA'S IMPORTS

Reuters Holdings PIC (HK), Hexogon Group, lnc. (HK), Huoying
Nonhoi Oil & Telecommunicolions Services Co., td. IHK)

\\'ill l)R^i(t('llnrrnrirrl lr:r{l rs llrr lirrcitn tvltengc rluolrs on
l1)rrlirt(n rLllrcrr.ir's () ()3

abo,Fio oa! 6m firo-Shoui !.r BO( Bo.l ol Cr'ro' CAAC C,v A'.olion Adminirrrcrion
otCFno CAIEC Chino Norio-ol 

^ubrori'e 
Inporl.L,porl Corp'(AllC Chino Norono

Ae'o.l{r.doq, lnpo.E pod Cop. Cr_lC Ch,no lnrernohoro T'-:l ord lawlhe"r (o'p
Cl_s Chmo r-,e,no, o-o Lod SEry'<e (NOO( C\ r Norionol OflsloF O,l Co'p ErDZ
L.o-or ( o.d Te.hnolos(o De.elopmonr Zone. ICBC lndus"io ord Comme,col Boat oi
Cr.ro' MPT Mr6r.y ol do,rr o-d relRornuai(orion\, NA Nor A6, dbl.' NOCINCO C\.o
\on lndJn,iei Co? ' oEl' pof, ond T.l*oFmu" .ofo. \i PBOC: P6ple ! BorL ol (hino. sLl
sp.c,ol E.oron c Zo"e 5,NOC'IEM Ch ro Norio"ol (heri(ol. lmporr.F'po.r Co,o
Shlofl( (hino Norionol P.-o.r.m,.o Co.p SINOTRANS'Chao Nobnol to,e'ga I ode
Tronsponotion Corp; SPC Srsle Plonning Comml$ion; UNDP: U. iad Norions Dwolopment

CHINA BUSINESS

7lr., a,BR l)y sending rhe ioli )rnrxti(nr k) thc ittcntion ol thc udit(n

SALES AND INVESTMENT THROUGH November 5, 1993
Foreign porty/Chinere porty Arrongemenl, volue, ond doie reporred

INVESTMENTS IN CHINA
Bonque Notionole de Poris lncrnotionole {troncel/IBPS
(Shonghoi)

Nrll (sr.rl)lislr ir)inl'\(r)tLIc lrrrnli irr Slr:rrrghui sJr) r)rilli(),r
(lixnc(:;o "l'l{(l:50',) lo.'{)J

Orix Corp. Uoponl/NA (Shonghoi)
laslul)lislrrd lhc Slrirnghri Yint(ng'l nrsl (ir. lo olli'r' consrrnrrr
rrc(lil scnirr\. $2.J nrillurn (.lxpxn:tl ()r'11, PR(i:58.31'nt. l0()3

OTHER

Chqse lvlonhqnon Bonk (US)

will r4rcn hrench oifice iD Ti:rniio. lo./93.

cmc
'\x ill issue D()rc lrxrg tenr hrnds in ovr-rscas cupitel nrerkets to
llltr.lct linrigrl c:rpilxl l(r/9J.

Dredner Bonk (C,ermony)
()pcnccl lr:rrt|lr ollict ir Shurrghri lo ,J.

Goldmon Sochs & Co, lUS)
will ()l)cn rcprcsenLlli\c ()ffi.es in Ilriiing uncl Shunghui

Koreo tirst Bonk 15. Koreol
()pcnccl rr.prcscnl:rtrvr (rfi(t in llrijing. t0/9-a

Swiss Bonk Corp. (Switzerlond)
v'ill ()l)cn reprL'scnlirli!c ()lllcr in sltirnglllli. Io,'9J

1r),9-l

Vso lnc. (USl

Will rxtcnd insl:rnt xullx]li7lllr()o enrl pr<xcssing ncl*ork lo
slrangh;ri, llcijing, rn(l (lLHngzlx)u. 10/1)J

Austrolio ond New Zeqlond Bonking Group [td,
Opcnr(llnrnclr ()ifi.r in (luxngzh()Lr.9 9J.

Citibonk Corp. (USl

will relxatt' its (lhin;r hcrrcklu;r ers iloor Il()ng K()ngt()
Slrrnglrxi.9'93.

First Notionol Eonk of Chicogo IUS)
$lill ()pcn hrxn.h othcc in Ircijing.9,l)l

Koreo Housing Bonk {S. Koreo)
()ltncrl lrrrnch otiit't irr I](itil]g.9r()l
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Mqst.ercord lniernqtionql IUS)
V'ill cxprnrl ()prr:lli(ins xn(l :lu1h(r'irxli()n sclvi((i, rn Chlnu
9,9-.i.

Chemicols, Pehochemicols, ond Relotd
Equipment

CHINA'S IMPORTS

Tecnimont SpA (ltoly)
Vill providr lllinn()nix pr(x[lcti()o cquipnlcnl ft) Lrpd:ltc ch(]nri-
crl phnt in Unl,rl(li. Xinjilng. :17.1.1 milli(11. 10./9-'t.

INVESTMENTS IN CHINA
Itochu (Jopon), Chi:so Uoponl/Shonghoi Pelrochemicol Co. Ltd.

\\'ill rstllrlislr t()ifl \(nlur( r() l)Lril(l I)l.rsri(s .rnrl rt.sin lrl.rIt
S(1.5 rnrllr()rr (.lirl)xn r0'1, l)R(.()or'r,) lo()t

Hoechst Celonqe €orp. (US)/Chinq Tobqcco lmpo+Export
Corp. (Yunnon)

llst:rblislrcrl j()inl vrnlurc to Pr-ocluct acct:rtc lrl)cr. 5i(, n)illi(n1
( I rS:J{)|, I'jll(::10'r,,). 1(r93.

Proxoir, lnc. lU5)/Booshon lron & Steel Corp., Shong Yue Pu
lndustry Co.

Ir()lIntd i()int \rnlurc in Shxnsllui lo lrlrrrktl indlrstri:rl gescs

$ll r illion. l0 9J

United Developing lnc. {NA), Deqd Seo Wo*s Ltd.
(lsroell/Qinghoi Potosh Feailizer Foctory

\\ ill llnuntr ((nrslru(1i()n rrl Iuctorl to l)r()(iu(c l)(,lr\lt si-lJ
orilLi()n. l{) 9J

Chemtrex lnternotionol (USl, Mitsubishi Corp. (Jopon)/Suzhou
Chemicol Fiber Plont

Ii,rrrrt,r.l ;oint \clllurr t(,l)r(trlu(( l)i)l\(.51(,r 1(r,rl\1,(1. sllro rrril
x)n. I I 5rl Jl', l.rl):rn 1J1', l'R( - r1',,) 9 91

Cibo-Geigy Ltd. (Switzerlondl/NA lQingdool
\\'ill lirrrn ioirrt \('r)lIr( l() ln(\lu(( irgri(rrlttrrlr] ( lk'nri.rl\ ') ')J

Cibo-Geigy Ltd. (Switzerlond)/NA (Shonghoi)
\\ill l() )r i()inl \('rlurr lr) l)n)(lu((' r'tllning rlrr'rrritrrL' lor lrILs'

Consumer Goods

INVESTMENTS IN CHINA
Brother lndushies ltd. Uopon)/Chino Typicol Sewing Mochine
Co. (Xion)

\\ ill tslrLlrlislr i()inr \(ntur( r() rn:ulull.lu11 s(\\ing nlir.lrinr\
510 rJ)illion (.lirl)rn ()(r", I'lt(;:rlI',,) lo ()i

Motsushito Electric lndustriol Co. Uoponl/NA
list.rlrlislrr'<i sLrlrsirlirrrr irr lruiiirrr Irn)\rrr(1 lo nur's Iro.iLrcr rrr

tlro: rrnrl p,rnrrlrlt sl(n\)s [)r .\ln)rl t() Iiur)lx.iln(l S,,ull)crst

lnchcope Plc. lUKl/NA (Shonghoi)
F(rrrrc(l i()int vcnlrrrt lo prrxlrrr'e nrlrttrcssts firr-upsr'elt lxrttls

Mqtsushiio Ele<tricol lndushiol Co. (Joponl/Shonghoi Bottery
Fociory

l'ornccl j,rint r,:nlLrr-r lo Plorlur'c end scll nrenguncsc rln ccll
l)1rttcrrs.9 9-l

Sony Corp. {Jopon)/Shonghoi Video & Audio Electronics
$ill ti)rnr j()inl vrntLrrc t() I)r{)L[r(c Snrnr currcorrir'rs $i ntil
lxnl. (.lrrPirn:r0ri't'll(. -10'r;) 9 1)J

Eleckonics ond Compuler Softwore

INVESTMENTS IN CHINA
AEG {Germony)/Automolion Reseorch lnstitub of the MinistD/
ol Metollurgicol lndustry (Beiiing)

l.]unr1r(rl lltijillg.\ll(l Fl[-rr|ir l)riv(s (i). j()i11( venlrrre t(; dc-
rciop. prrxlurt, uncl sr'll cligit;rl clt(lri('(lrivc svslcnts. $t.,t7
nrllxnr {(;( rxny 501, PR(l50,0). 10,93.

Alps Elechic Co., Ltd.popon)/Liooning Polenliomeler Foctory
tr()rnrc(l ir)int lcntr.rrr. lo protlucc rcllrstcrs ti)r VCIIS rnd l(I.\'i
si(rls Si ririlli(nl. I.l;rl)un:6011; I)R(l: r{)1'l ) l0 9J

Communicqtion lnElligence Corp. (USl/Minhtry of Electronics
lndustry (Beiiing)

1"()rmcrl i(,int rcnlurr in.liirn:tsu lJft)\incc 10 l)c i)aD sfslenl in
t(ilirti()n scr!i(cs irncl n)urk(1 (ll(ls pcn-l)asr'(l brrsincss crrrr-
p0k,r s\st(,nrs.51S rilli(D. (t s l()ri, PR( )1,,r) 10,9J

Dell Computer Corp.(USl
Ilstublislrerl ((nrrprrlcr dis(rrl)uli(rrr nctw(nks witll [()ur Ohincsc
a(nnPrlrrics. l0 ()J

Motshushito Eleckic lndushiol Co. flopon)/NA (Liooning)
N ill (strlrish i()int \ (rr)lur( in l)irliirn t() rnrnLrllr.turr' \'CIl pxrts.
5l(ro nrilli,) . (.lxl)irnr;0rti, lll(l:5lI'i ). I0r)J.

Wong Pocilic Ltd., o subsidiory of Wong Loborotories, lnc.
(USl/Toiii Computer Corp.

\\'ill inlnxhr.c:lLh rocc(l inrxging s\'\tcnr in(:hiox. 10 9J.

AST Reseorch lnc. (USl/Tioniin Kongdo lndushiol Co.
\\ ill in\(sl in i()irrt rrnlur('l() rrlrrrrrrI:rtILrr',,'Pr'r'sorr:rJ (rnrl)ur('r\
I l(r nlilli()rl il. (lJ

Generol Elechic Co. (US)/Beiiing Centrol Engineering ond
Reseorch lnstitute of lron ond Steel

\\'ill j(,inll\ LIL'rtloP rrnrt rIPlr lrirlr t(tlrnologr in urtus ol
(l((tri(rLl (lri\(.rn(l irLLl()rnrrria(()rrlr()L s!st( r)ls () 9J

CHINA'S INVESTMENTS ABROAD
NA (PRC)/Koisi Softwore Engineering Co. popon), Togen
Business Softwore Corp. ttd. {Jopon)

I:tuhlrshrtl i{)int \(nturr flr.lul)irn l() ProtlLrrt. soli$rrrc ul]tl
()Lh(r lnrsinr\s l),r)(hrct' lirlthe l:rpuntsc nLlrl(r1. lr) 93.

CHINA'S EXPORTS

Wong Mo Co. {PRC)/Cosio Corp. (Jopon}
\\ ill st ll (lhirresc lrtngtr.t.qc corrpLrlcr lrllrl()l(,Ll\ t(, lxprn. 9 9J
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C5 First Boston Group (US)

\\ r1 o1r(nlrr.rrr<lrolir(( ir)It!liirrq I'i ()i

OTHER

Cortier (Froncel
Openccl ( )utlct in Shenghxi ti)r sil lc of lLrxury goocls. l0l9J



OTHER

Jenoptik {Goilronyl
will()pcn representxtivc ()fhce in UeiiinS. l(r93

Micrcsdr Corp. lUSl
Begdn sulltr8 simplifictl (iltirrese vcrsi()n ()l its V'intlows pro
grirm in (:hina. l(1,'93.

Apple Cornpw lntcrrntiolnl (US)

Openrd rcpr('scntllivc ollict- in tleijing. 9 93.

Engineering ond Conshuclion

CHINA'S IMPORTS

TArr,lS Conrulbnts lnc. (US), DMT lnlemotionol (USl

',l(ill (lc i8n ncw irirp(nt p:rsr'cogcr t(,rnio:ll in I{cniln l)rovincc
l0 9-l

fullcr Co., o sub'sidiory of the Smklth Grcr.re (Us)/Zhongguo
Cement Phnt (Nonjing|

$ill supl)l\ c(luiprD(nl l(,r rir!v nr:rl('!i:rl rrrill untl ecnrtnt grincl-

ioJ.: srsl(nr $().(r nlilli(nr () 9J

OTHER

lnstitute ol Elechic Ergineers (UK)

\\ ill o1r'rr lrr.rnch oili(\' rn lt( ijing l(r 1.)l

Environmenbl Technology ond Equipment

OTHER

Atmospheric ond Envircnmentql Reseorch, lnc. (US)

Opt'necl rrllic'c in liiiinS t() intnrtlLrrt urlvunrcd (n\ in lrtrn( nlrrl
p )r( (lion t(\ hn()l()J.lr( \ ll,()J.

Wodd Bonk
Will lir (l r(,s.:rrch l)ft)i(\1 ()o thc Ilxngzlx)(l llxy c(()s)'sl(rrr. $-]

nlilli()n. ll) 93.

Food ond Food Processing

INVESTMENTS IN CHINA
i,lA (HlQ/flebei Glucose Plont

h.tulrlislr('rl l0.ol)O Il)\ s(11)i( :r(i(l t(nnl \(nlLrr(' ;8.- llrilll(nr
li 9J

ilA (US), NA (Ioiwonl/Drvnkqrd tiuling Wnery (Hebeil
ln\(\le(l irr \rnru( l,rI)r,xlo.( fl(( l)u( ing II ()i

TCBY Enterprises lnc. IUS)/Shqnghoi
\\ill rlxrr rtslirst (ihirrtsc' lr'ozr'rr \r,lltrrl (,trll(l l l t)i

Boskin-RobHns lnlemotioool (US)
()lr(rr((l rl.llNl r(( (r(.rrn.l()r'. rn (llrirr.r ll)').1

Codbory-Schweppes, lnc. (UK/l.lA lEeiiing)
llst:rlrlrslrt tl lrint rIntU11. l() lnI)(lu((' (lnx()lirlc Plr)([r(l: lrl ()J.

Kroft C'enerol Foodr lnl,emqtionol lnc., o subridiory of Philip
fulorris Componies lnc. (USl/Beiiing Generql Corp. for
Agricuhurc, lndustry, ond Commerre

L\lrlri\lr(11 lt|iiinr Krirll li,1xl: (.r, l.l(l 11,inl \r'r)lur( r() lx)
dLrcr'rl:rrn Ir ucts li ll rrrill()n. l(l ()t

J.R. Simpbt Co. {U51, McDonqld's Corp. (US)/Noniioo Form
(Beiiinsl

()l)cned ltun(I'lricd lxrtlto plent [irr ]!lcl)or'lrlcl's reslrurents io
Chin:r. Si ,l rt)illrr)n. (t \ 1r io,'-PR('52 5'1,,) I{) 9l

Bums, Philp & Co. (Au:trolio)/Shonghoi Yeqst Plqnt
will ti)nn t()int venturc kr procluce ycest lin hxking xnd plllrr-
rnrceuti.els. Sl0 ri)illi()n. 9 /(rl.

Chino lnwstrncnt Fund IUK/Orrfu Brffcry lshondo.tg)
vill ti)rn) j(,int \.cnture l<: pr<xhrce high'(lu!lilv becr. 52 i.5 nril-
1i()n. 9/9-1.

Nippon Zoki Phormocerlicql Co. (Joponl/Xishon Slote form
(Beiiing)

li)rnle(l i()inl \(nt{rrt l() prlxhr(( lte:rlth tur't tlnnks rrntl lixxl
5 t.9 ntilli(nr. (.1:rPirn:65'l,r I'll( l:15 ',, ). 9 9l

Foreign fusislonce

United Nolions Children's Fund (UNICEF)

\\ill prrxirlc Lrrrn firr tlrikirens hculth rrrr-r'. r'rlrtcelrrxr, .tntl
otlrcr clcrcL lrrr]cnt prt)i(.ls lil.s nrilli(nr. 10,()J.

World Eonk
will provide k)an to inlp(n'( health carc in rural China. Sl l()
rillion. tt,'9-1.

CHINA'S INVESTMENTS ABROAD

Chino/Guinco
I,rotidcd intcrrst-lice Lran to 6o;rnee rlcvelopnlcnl pr()i((t\. S5

rnilli(nr. 9.9J

Mochinery ond Mochine Tools

CHINA'S IMPORTS

KHD Humboldt Wedog AG (Germony)/Zhongguo Cement Plont
(Noniing)

\\r)l prorr,I pr,rr..r()ntrol \\\lL-rn\ \ll r riirl]x,n 9 ()r

Medicol Equipment ond Devices

INVESTMENTS IN CHINA
School d Dentol ond Orcl Surgery ol Columbio University
{US}/Beiiing Union l,tedicol College Hospitol

\\rll loinll\ r'st;rlrlish rsculilr ((nltr l() (lrv.l()p ultifitrrrl orul
irrl)liull t.( llrr0l( )g\ . 9 t)J

Metols, Minerols, ond Mining

CHINA'S IMPORTS

DMS Corp. lFrcrcc)
\\ill \rll lc(ll r)l()gv () tll('lxi}uiln k)n rn(l St(-el Gfl)tlll l()
Irrxlrce coltl-rollccl ste(l plxr(rs rfl(l silir{nl stcel t) 9J.
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OTHER

storz lnskument Co. lUSl/Chinese Associotion for the
Hondicopped (Beiiing)

l )( nrirtc(l l()0 .l(l\ rinrc(l urlili( iill l! ns( s tr)r ( :rtxil(1 pirli( nl\
\ lio.l,{)l) Io ,)a



CHINA'S INVESTMENTS ABROAD
Chino lnlernotionol United Petroleum ond Chemicols
Co./Goldpork Mines ond lnveslments (Conodo)

ll(,l]!llt r)lr' , \t.lk( ilr II n! (() tl),|l]\ \ I I Illilll,,rr Irr ,.7j

OIHER
Chino

llnlercd the Asso(iirti()n ()fTin ProducinL Counrrics. l0/93.

stote Gold Adminiilrolion
Will ulkru f()reign inrcs{menl in l()w grilde iln(l llard t() (lir1

gold rnines. l0/9.1.

Peholeum, Noturol C'os, ond Reloted

Equipment

INVESTMENTS IN CHINA
Chnron Corp. (US)/CNOOC

5iJ{ncd a(}otrr(t to txplxr: lirr oil llnd n:rturul g.ls in th\r laxsr
(ilrnrx sca. ll93

Phormoceulicols

INVESTMENTS IN CHINA
iterck & Co., lnc. (US)/Notionql Voccine ond Serum lnstitute
lseiiins)

()pen(l j()int-\'rntu,r plent to Pr'<xlurr. lrr.P:rtitis lt ructinr:. SIJ
Dlillirn). I(r9J.

Srerling Drug lnc. (USl/Meiyou Phormoceuticol toctory
{Shonghoi}

willcstllhlirlr joint renlrrrc lo Prrxluct nrtrlrtin( lo 9l

Upiohn Co. (US|/NA (Suzhou)
U'ill l'.)nlr ioint vcnlLu'('li) lrr<)du(( r'l(r)ids rD(l rnlil)i()lics.
10.93

Cyonomid Co. (US)/NA l5uzhoul
Will (,stxl)lislt i()int vcntrrr(,pltltrntx(cUti(ll .(nnDln\. SlJ.-,1 rnil,
lir)l]()'()-J

Hoffmonn-LoRo<he lrd. (Switzedqndl/Sonwei Phormoceuticol
Co. (Shonghoil

\\'ill l.rLrrrrlr i(nrlt \crrlur('l(' nrilnul.l(lof('.urtr tuottr .rrrrl iur'
rliorlsrrrl;rr l).()du(1s. rt,J(l ,llilli()n (S\itr(dIn(l:r(tr,-l)R(;rl(1r,,).

Power Generolion Equipment

CHINA'S IMPORTS

Woertsiloe Die*l, ctru Corp. (Finhndl/NA (Guongdong)
Will suPplv clicscl gcncruting sets itn(l ( nltin(.s r() lltR(, 1)o\\tr
\t1li(nt\ 9:91.
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INVESTMENTS IN CHINA
Xoiser Engineers, o subisdiory of ICF Koiser Engineers, lnc.
(US)/Seiiing Mining Administrotion

\\rll rrr\(\t in u h(r8lrt clistrihrrtron.rn(l nrining l.r(ilit! lln(l i,r x
l)r^\(r \lrti()n. SJrl) rnrllr)n. Io ()i

tlA Popon)/tlA (Shonghoi)
Llunchcrl Sheoghur 5K R-(irrc (hr Ll(l lo nrjn( ir(nr (,r(\ 9()J.

Pockoging, Pulp, ond Poper

INVESTMENTS IN CHINA
Kerry Beveroges Ltd. (HKl/Chinq Notionol Cereols, Oils &
Foodshrfft lmpo+Exporr Corp.

\\1ll lirfl1r toint \rr Lrr( t() lruil(l b,rrrlrng pl:rnr rrr \\Lrlrro ili)
r!rlli(,n.(llK(rt' l'l{(l r(r r 9 9l

Kerry Group (US), Cocq Colo Co. IUS)/Dolion truit Co.
\\'ill irr\(\tiDr\l)irrr\r()rr()l b( lirrg,)l.rnt S-l(rfirilli(nt.r(S:1)(I',
1)R{ llr,,,r 9 ()l

PepsiCo, lnc. (USl/Sichuon Provinciol Broo&qsting & Television
lndushiol Development Corp.

$;ill lirl1D ioint \(nlur( l() lnril(l ln)lllin! plirnl rn (llrr.ne(hr
tll) S Irilli(rr.r) ()t

Terro Pqk Chinq [td. (Sweden)/Eeiiing Poper ond Pulp
Experimenlol Mill

\\rll l(,rrrl i,rinl r,..rttLrrc to plxhrrr Plrk:uin! l()r (lllrrr(sc (liun
xrr(l iui(1 lx)L[r( Is ')'.).]

Kerry Bevercges ttd. (HK)/tionfu lloldings Co.
\\rll lrLrrlLl hottling l.r(l()r\ rr \r(llrim I,r()\in(( )l; nrillrl,rl
(lll,:(n) I']lt(l: t(l',,t li ()1

OTHER

Canodo
Pnrvidctl mixecl k)xn to paprr indusrry in Longvutn, Fuiian
Pfl 

^ 
in(c. Sl{ i() ntilltrn. l0 9J.

Pipeline Engineering GMBH (Germonyl/Beiiing Noturol C,os
Centrol Distribution Co.

\\ill dtsrgn 1;ipt,linr t,r I)r(^i(lc Il(iiin{ \\irlr i.l l,rllio tLr rrr,,l
nirlrrr.rl!ir\.rnnurll\ \ IJI nrillr,)n ilr ,)1

Texoco lnc. (US), Agip SpA (ltoly), Moerrk Oil Chino
(Denmo*)/CNOOC

\\ ill cxIl,,rt lol oil rn tlrt l.]st (llrin.r S(:r \ l(x) Illiion
ll 5 l(r" Il.ll!:J(r .l\.rrlr.rrli.l(i',,) lo,)3

Cool, Oil ond Gos Co. IUS)/}{A (Ioiyuon)
\\'ill lirrrn ioint v(nlrrr( l() lr:rl) unrl sr'll r,rrrll)(<l rrrrtlrurrr. S-l

nrillir)rr () {)'t

OTHER

Russiq
Agrced l() trude Russian cftrdc oil li)r (:ltine$e lixd prr ucts
and tcxlilcs. l0/9J.

Ports ond Shipping

INVESTMENTS IN CHINA
Hukhison-Whqmpoq, lrd. (HK), Kumogoi Gumi (HK), Mitsui
ond Co. Uopon)/Shenzhen Dongperg lndustries

\\ill ck'rcL4r:rncl nrn Slrtnzltn Jl()n ()l \xnti.ro. Sti-- ltillion.
(llK, lrl)un:i(l'i, I'R(;:J(I ). lO.9J

New Chino Hong Kong Group (HK/NA
\\ ill li rrrr t( )ir1t r(nlrrr(, t( ) (l( \ (,1( )p I )r 'n!\lrui l lirrlx,r rrr I l.r rn.rn
Sl l)illxnr ( llK:()i",-l'lt(; JS ,,) 9 9J



II.IVESTMENTS lN CHINA
C'oldmon Sochs & Co. (US)

I\rrchirsc(l J(|1,, ol Shrtn<krng I'r{)!irl(c's Z()tlri:rn P()u'cr I'linl.
ulich will l)c(()me.t j()iit sl()(k c(rrlpxnv and lisl sl)ilrcs ()n

r)\'( rsc:ts n]lrrkcls. S200 
'rlilli()n. 

10.'9-1.

Southem Electri< lntemqtionol ltd. IUS)/Jiongsu Power Bureou
\\'ill lrLrilLl to.Ll hrecl po*rr plent (l S: i9r'i,-l'R(i:5lrr1,). lo 91.

fime Engineering Berhod {lrtoloysio}/ lionyuon (Hunonl
\,gn((l i(r,tt-\rnturt ((ntlrr(l ti,lnril(l l;r) ll\\ c()rl-flr(!l I)()\\(r
l)Lrnr \li{) llrilli( )n ll) ()]

Westroost Energy (Conodo)/SINOPEC
\\ ill bLrr . o\n. rnd o1t|utr. grrs.lirctl co'gt'rrrrrtirn [r(ilitt in
\lr.l.rr,\r l'r,,\rrr.c. ]lr, rr)rllx,rr l(I',1

OTHER

lndushiol ond Commerciql Bonk o{ Chino lShonghoi)
\\rll linrrnrc prr,:luction ()l ((lurl)nr(rt Iirr J2l) ,\l\\'nutltur
l)( )\\ (r \lrli, nr k )r rxp( )n ll i Prki\l.llr Sl-. r rnilli()n. 9 93.

Property Monogemenl ond Developmenl

INVESTMENTS IN CHINA
Wo-You Properties IHK)

Irl:ros to l)uil(l Granr.l Wollr.l s.('ni( 1'rrk in Curng(l()n!l
l'r(,\ in(c. :l(n) n)illi{)n. I0 9J.

Telecommunicotions

CHINA'S IMPORTS

Micl Corp. lConodo)
\\rll sr'll r'Lrrll Icleplrooc rrtlrlngc. lnri cxpancl nunrl:t'r ol
t(l(nlx)ne linc\ in Ifunrn l)r(xin((' ll t.l nrilli()n. l0 93.

Northem Telecom Ltd. (Conodo)/MPI
vill scll digit:rl phonc cx(hrngcs to (:hinr. $159 nrilli(nr. l(I'9J.

Alcdel Austroliq [rd. hustrolio)
\\'ill \(rll rcl('ph()nc tx.lr:rngts t() Ilcil()n8jiang l)(^in((.. $l I

,Dillrnr.9 9a.

Ericsson A/5 {Sweden)/tiooning PIA
\\ ill rupplv.{\I tclcphrrtt t'rcltirngcr S l5 nrillion. 9 93.

Siemens AG Group (Germonyl
vill ir)srxll (ilolxl Svstcnr i)r SI(r)il(,(l()nrrrrunicxti(m ((is\1) in
(;rIrng(I)ng lJrovince l() h:ln(llc li.00o cxlkrs. $l'J.5 rrrillirrr.

Northem Telecom lrd. (Conodo)/Beiiing Pod ond
Telecommunicotions Adminishotion

\\ ill .rrPlrlr .rn(l in\r.rll l)\15 ((rnr.rl ,,lli(( \\\ilrliinr \\\t([r\
riJ rrrrllrorr ri ,)J

INVESTMENTS IN CHINA
Pqdffc Unk Communkqrions Ud. (HK)/Jilrong Communicqtions
Cop. (Eeiiing)

Ii.t:rlrlislrrtl i(nrtl \('nlLrr( l(, (l(\cl(,1) nn)l)ilc I)ll(nrL\. (lll\;(l','
I'R(;:i(l',,) 9 9l

Ielestro (Austrqliol/Chino Aerorpoce Corp. (Beijing)
\\'ill lirrnr lrinr \(nllll( l,i (l(\(l()l) s.ltcllilc svsl(rr] lL\lrn()l()g\.

AT&T, lnc. {US)/Chinq Post ond Telecommunkotions lndusfy
Corp., Shonghoi Post ond Telccommunkqtionr Adminishqlion

Iirnncrl joint !(otLrr( 1,, I)'()(lu(c lilt'r <ptic tublc irr Slr.rn8hxi
t{ 9't

Zenith Properties (HKl, o subsidiory of Leoder Univerrol
Holdings (l'lolqyriql/Shonou Post ond Telecommunicqlions
Adminishqtion

l',nrnuLl iolrrl \'( ntlIl' tr) I)r()(l!r('( l.'lcc(rnrlrlrrri(irli()n\ (,rl)lc
\{r, llIlr.,Il I llh -{' I,l(r {'r , s ,,{

Textiles ond Apporel

CHINA'S IMPORTS

ttor:oli Co. (ltoM/Chim Nqtionql t'{o<hinery lmporrExporr
Corp.(B.iiing)

\\ill .clltrrnrl;ioBrrrllrlrrn(tctlrnrrkr!\'loLrlxr.r(l('k\lrl( 1,r(ltrs

ln i ll)nrilli(ln () 
')J

INVESTMENIS IN CHINA
NA (HK)/Beiiing Printing ond Dyeing Plont

U\lrl)lishrd t(nr1l \(1r'ur( l() lnril(l tc\lil( (lislril\rli(,n r(filrl S-5
rrrillir)n li) L)J

Glove Co. (Cqnodol/Shonghoi Arts ond Crohs lmpod"Expoa
coq.

\\ rll lrLriklcrlrrr't !l(,'( (lc'rrrr((nt(rinSlllrrr,tllrr () 
')1

Tronsporiotion

CHINA'S IMPORTS

Boeing Co. IUS)
\\'ill scll r$o lIr('ing -J-.ll)l) Plirn(s I() \inl)ur Arrlin('s. S()(l

rDillx,n. lo 9l

Socqlo Co. (Fronce)

$'ill iupply rl Irxin( r Jil.(,rit r() (]AA(l s F'lyrng (i)llr8c. 9 9J
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Cq*ry lnremorionol NA/NA Png
l\rn,hes<l (r(Pi, slake in i()int r'cnlurc lo upgrade l hotcl lnd
l)uild (rnec. retxil, and rcsid.nlixl hcilitics in lleiiing s Hxidixn
l)istri.r. 9.9-1.

lrtosfer Rkh lnrreshenf Ud., o rubciliory of lrtorter Rkh
lnternotionol IHI(

will invcsl in devel<;pnrent ol beech rcsrrrt ilrer in llcil)xi,
(;uirngxi. 5 ltl7. I milli()n. 9./93.

OTHER

l,lGl Communic',otirns Corp.(Usl/&iiing
()pencd reprcs(nrari|e ()m(c in Chinr. l0 9-1.

NA (U5)

\Yill provide l<un lir| instlllrtion ol trvo fiber<rptic cablcs ancl

nlultiplexing transnrii\ion e(luipmiint. $lm illion. 8./9.J.

INVESTMENTS IN CHINA
Rockwell lntemotionol Corp. (USl/Zheniiong Generol
Equipment tociory

li)nt)c(l i()iol \(,nlL[( l() rlxolrlJLlrrrt- uir'trhr!\ |tgLrl;rto|s. tix)r
l:rtrlres.hrndlrlukcr.rnrl,rtlttrIrrxluctslirr(lllirr(\(.l).rs\crrg(r
(.rr\ ll 9-J



Doewoo Heovy lndushies, lJd. (S. Koreo), Hindusion
Aeronoutics, Ltd. (lndiol, Singopore Airlines (Singopore)/CAAC

\\ill (nrl)lislr t()irlt \(rrlUr( 1,, |rrritrrr lirrl ,\si,rn \rrl)u' \l
l,rllion l(t 91.

Jogwr lJd.
Vill open dealenhips in Shanghai, tleiiing, and Guangzhou. $4
millioo. 10/93.

AB Volvo {Sweden)/Xion Ainrofi Co. lShoonxi)
l'r)ntr((l ir)int \cntrr,( l() lnlxh(r lrnLl ulxrkct htrsts :li Dril

li()n. (S$cdcn:5o,11, l,R(;r5(Ir,,). 9./9a

OTHER

Asion Dwelopment Bonk
\\'ill pnrriclc k).rn t() xi(l (r)nslflr(Iion ()l tlt(. l.5o(Inrilc lt(ii rg
KoNltxrn r;ril lll]( :il0{) n)illi()n. 10 93.

Ford Mofor Co. (USl/Notionol Noturol Srience Foundotion of
Chinq

\\'ill endow li,r(l (lhjnx Ilcsc:rrch enrl l).v(.1()l),ll(.nr [;Und.
sli(x).0(x). I0,91

NA (U5, Jopon, frtoloysio, Singoporc)/Sodh Chino Avirbn Co.
!iruncecl lrasc lrx u Ii()(ing --l-. S-l{ n)illi(nr. l() ')J.

World Bonk
\\'ill pn^ itlc kHn lirr ttunsp()nrti()n itnprr\'(tncnts in Sllilngllxi.
$15() milli(,n l() 9j.

Look for these exciting arlicles
in the nexi issue of The CBR:

I Chino's outo sector: Component monufocturing is fie hot spot

I Chino's new VAT: Whot impoct will this tox hove on foreign componies?

POSMONS OTTERED

Europeon org seeks 2 expots for service

iv in Shonghoi (70 stoff). GM: EC citi-
zen, 35-40, MBA grod, knowledge o[
Chinese ond exp in jv in PRC. Senior
Admin: EC citizen, 2S-30, fluent in
Chinese with exp in PRC. Competitive
pkg offered. CV with photo reqd. Fox:
861 /5QO-4491. Contoct: S. von
Hooydonk, Alpho Business Services.

Americon monulocturer of omphibious
seoplones seeking represenlolion or iv
in the PRC. Type opprovols gronted by
CAAC. Huge potentiol mo rket.
Successful entrepreneurs olreody in
Chino preferred. Send summory o[ cre-
dentiols, bockground in oviotion ond
history of business success. Fox:
407 /847-4516.

THECHINA
BUSINESSREVIEW

CLASSIFIED AD RAIESPOSMONS WANIED
Notive Chinese, US resident. PhD in
Econ, MBA in engineering mngmt. 4 yrs
exp in intn'l bus ond mngmt. Seeking

iob in intn'l bus. Tel: Zhen 5O3/ 639-
6706.

BCom, MA, MIR-top Conodion univ's;
Chinese, English, French Joponese; 7
yrs inh'l exp (l yr in PRC); economisl,
finonciol onolyrt, mngr.; Tel: 514/321-
2752. Conloct Froncoi: Picotte (32),
3572 Legendre, Montreol HlZlP6,
Conodo.

$lO,/line, four-line minimum ($40). 34
chorocters per line, including oll spoces
& punctuotion. Submit only typewritten
ods ond send with poyment 6 weeks
belore issue lo:

crAsstFrEDs

54

Doimler-8enz AG (Germony), lei Shing Hong (HK)/Shonghoi
Automobile lmporr & Export €orp.

linrncd i()int vrnlur( lo o;x n Iirst l(r.c(l(,s I|(nz (l(.ulcrsllll) rrr

slrxngh.r 59nrilli()rr ((;(rruDv llK:55",'IrR(;r li" ) lr) 91

I'lcDonnell Doughs (US)/Xion Aviotion Co. (Shoqnxil
V'ill buil<l pans li)r }ll) 9(i t\\in-r.n8int- jet airlintrs SJ rnrllon.
I9-1.

Miscelhneous

Dovis Wright T.cmoinc (USl

\ ill opcn l:rrr olficr rn Sl):rnshri l0 ()J

GHK/[{RA{ lntemqtkrlrql Co. {UK)
!i'ill rcserrrh Shenghais irvcsrnlenl .limrtc \\'ilh AI)lJ Lruo.
sdx).0()().9 9l

Clossified Adveaising
lSlSNSheet,NW
Suite 500
Woshington, DC 20036, USA
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THE US.CHINA BUSINESS COUNCIT
ofFrcERs
(lhrir ran: N,lAIRr(:r R CRr:r'NrJr:R(i

Vi(c Cheimrcn:J, )lrN (1. ll \TR, lll.
F:r (,!.\f Tllr I1ln \

:t!\-rctxn Trc:rsurrrr l)1\ tl) 'l r\rr.r R

(i)un:'el: I-.r(,\rr ()rJrrfi. Pzrul lIi,r\!, Ry'lrl(l
Vhano a- (it,Tiro

I,ft,s lcnt: D()N^r.l) 
^,1. 

A\rnrlr\oN

80AlD Of ORICIORS
Ar-^\ CrIIN, (luirn]Jn, .4l1(tctts Grutl) of
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^RUNNING THE FINEST BUSINESSMAN'S HOTEL IN BEIJING ISNO EASY
TASK. WE INVITE YOU TO SEE HOW MS YAN AND TEAM MANAGE IT.

With more
than 10 years'
erperience in
the hotel ind.us-

tr1, Lisa Yan
nel)er tires of the chollenge

of excelling in her job as

our Aslistant Manager. The

most important part of
which would be to en$ure,

with our 680 other staff, that
you are lauished uith the
warm hospitality for which
Hilbn is so well known.

Just as you can be

assured of the comfort of our
365 rooms, complete with
ind.ioidually controlled qir-
conditioning I heating an.l
s.ttellite TV. And for those

who really mean business,
three erecutiue llcnrs uith o

CLUBROOM lounge and
extra amenities. a 24-hour
6asiress centte complete
uilh secretarial dnd tele-
<'ont nt u nica tions serLti ces, in -

lerpreters and safe deposit
boxes. AIL this, at o. L)antage

b&tion right in the hub
of the diplomatic tlistrict,
near the Inlernaliondl
E ibition Centre and Youyi
Shopping Citv.

To mahe a reserDation
at Beijing Hilton or on! of
160 Hilton Intetndtionol
hotels u'orldtride, call Hilton
Rese rLt at i on s W or ld w ide,
your trauel agent, or any
Hilton International hotel.
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