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HU]tllAN R SOURC

llll NT rnllllANAG

CHINA 20 - 21 March 1995 
- 

Excelsior Hotel * Hong Kong

22 - 23 March 1995 
- 

Hilton lnternational * Singapore

^ 
LATEST DEVELOPMENT OF THE PRC LABOUR LAW

^ 
SUCCESSFUL STAFF RECRUITMENT STRATEGIES FOR YOUR CHINA OPERATIONS

  STAFF RETENTION AND BENEFITS

^ 
EFFECTIVE TRAINING ANO OEVELOPMENT PROGRAMMES

^ 
BALANCING RELATIONSHIP WITH TRADE UNIONS ANO LABOUR BUREAUS

1J

Hear quality presentations trom the P.R.C. Government and leading ptactitioners including:

* China Hewlett-Packard (Shenzen) Co. Ltd 'Monsanto
' Roche Pharmaceuticals and Chemicals Ltd . Otis Elevator Co. Pacific Asia Operations

'Sino-American Shanghai Squibb - AT & T * Price Waterhouse ' Towers Perrin
,\

./
United States - China Business Council - Paul Weiss Birkind Wharton & Garrison

@
Organised by

I nst itut e Jb r I nt e rnat iona I Re s e a rt' h
Hong Kong: Tel: 852-2-5861777 Fax: 852-2'5075666

Andrew Atter, Senior Consultant, Towers Perrin
Conducted by.

TFECHINA
BUSINESSREVIEW 1--

cHo16/cso17

Don't miss this industry event! Contact Kim Tan at llB fte Ltd on Tel: (65) 3383521 Fax: (65) 33640'17 for more information!

O Please register me/us tor the Conlerence on Human Besource Management in China

o Please indicate venue D Hong Kong D Singapore

) Pleaso send me more intormation.

Designation

Organisation

Address;

Tel

Country
cBR/95

A Business-Led Human Resource Management Conference focusing on

Name:

One-Day Workshop on

COITIPENSATIONS & REi,IUNERATION ,iu GHINA
22 March 1995 . Excelsior ' Hong Kong

24 March 1995 " Hilton lnternational 'Singapore

Fax:
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F O C U 5 : Chino Off the Beoten Trock

l9f looking lnlond t-hirr,r t inlt rior lrr ks goorl tlirn\l)(,nrti()n links
rrrtrl ,. ttlttrntl rtntr.r'tilit's. lrrrt l:rntl:rrtLl l:rlxrr rrlc,. lrclrlr lrntl rlrrrnrllrrtl.
.\cr,!<'li'r ttt

26 I lrode on the Edges Tlrrir ing cross-lxrnlcr lratlc is tnrnstirrnring
lhe l'R(:s rcnrotc lrorclcr rcgiorrs.
lte(l(rick a:r()ok

FEATURES
8 I When the Cenbr Doesn't Hold Necd t() !.act v()ur in\ csrnle nr

ltppror t'rl./ Nlukc srrrr.')'()u l.l( ) t() thc liglrt aLrthoritics.
.\'iLlxfus (.. I ktt stttt

l4l Plonning Aheod Strategies firr nrininrizing the risk of(llrirrir's
un( ( rl:l|rr lirltrrt ,,n ]1rUr in\('sln)(,nl PI()i(,(1.
I X,u,q Rdnddll tot(l l'it'r't t 'Iilesk t

45 I Foreign Trode Firsts
\\'itlr Clrinl s ncs lirreign 'l'mclc L.l\\'. Ilciiing trics 1o hule its < uke encl

ci.t( il t(x ).

I lalt'tr K. l*t

DEPARTMENTS

4l Trends ond lssues
Ilett'r'nitr,' issucs. dLrnrping
nrlrgins. nc u tlong Kong plror.rt,

nrrulrcrs. end Ncrl \tlrr's
grcctings lcrrrl ol1 thc issue.

6 I letEr from the President
Will llt'llthlit ltns crt':rtt' Ilrt'rvorks
lor l 5 (,lrinrr rcllrlionsT
lllxtt.l turllt

13 I Council Adivities
(ilrrtcil rrtt rrlx'rs ('\llrr)inc ( lllir)ll's
intirtstrrrtlLrn. cnr il rnrrrcntrrl. anrl
( l1c11)i(:rl sc( toIs.

4l f Proie<t Nofuk
'l he llciling St()r're (;ft)up l)xs il
lxrlrl plan to regain its stlrttrtt lrs

Chinl s preerrtinent rlc( tr( )nics
(r)nlprn).
,\colt Kcn,ttdl'

48 I 1994 lndex

50 I Chino Business

55 I Clossified Ads
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3l I Noniing Sels lfs Sights on 2000 tlen this:rncient clpitrl
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36 I Thinking Big t;lanr Sichuan l)(>r'incc is lergrr rhan nrosr
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NPC Adopts AAoternily ond Advertising Lows

u m prng evelopments
opeBting according to free-market prin-
ciples.

The Us govcrnment u,ill not impose
separJte rnargins autr-rmatically, however;
Chinese producers must prove that they
buy and scll inputs and compensate la-

fx)r al prevailing market prices in ordcr
to receive such margins. The lntcrnr-
lional Trade Commissi()n (lTC) slappcd a

uniform 176.67 percent duty on inrpons
of Chinesc-gnru'n tresh garlic in Novem-
l>e'r because no Chinese prtxlucer peti-

tionecl for lower margins or responded t()

l S 8()vemmcnl requess for company in-

formation.

ln r preliminary detsrmination in De-

cenrber, though, th.. ITC asscssed dump-
ing margins of .1G63.09 pcrcent on dis-
posable electric lighters madc by fivc
Clrinese prcxJucers, all of whorn had re-

sponcled to DOC questionnaires. The
grrxls of all other Chincse manufacturers
are now sul>ject to a 197-85 percent mar-

gin. folbwing petitions fr()m other sec-

tors. ITC and I)OC have schedulcd anti-
dumping invcstigations into Chinese
expons of whcel insens, ckawer slides,

chrome-plated lug nuLs, and other itcms.

Adiust Those Speed Diols
As ()f-Janu ry l. callers nrust ldd thc

nutnhcr '2" to tlrc beginning (,f xn! 7
(ligit lk)ng Kong tclephonc or llx nunr'
l)er. l:)iisting l]-digit nulnl)cr:i. thc {)99

cnrcrSency nrrnrltr. and dircctory cn-
quiracs ( l0Sl1l0lt2) rvill rcnrlin un-
(lungcd Pagcr nunrh'rs nill rcJxrne<ll1'

Ilc lnrenclcd lulcr in thr year.

Broin Goin
Ar'crrrcling t() thc H(nrg Krx'tg govem-

nl(,nl. 50,01)0 ()f thc i00,(XX) cnrigres \ ln)
Icli the tcnitoq ()\'cr thc pirst dcclclc erc
no\,, rcturning Tllc Hong K(rng lnstitute

Look Both Woys
Oflicial reF)rts from lleiiing clainr i 7

l)crccnt in(rea:,e rn scrious trJffic t(ci-
denl\ in China in 199.1. Evcn \f,()rsc, the
nunrber o[ accidenLs in \llrich rnr)re thro
10 people dir'd \*'as up I8.(, percent in
thejanuary-Odob(I peri(xl, (-onrpared k)
thc srmc 6'rirxl in 199.3.

Working for o Song
B('iiing issucd ! wagc la$ in t'arl1'I)e-

(embcr, spe(ifying Yl.10 Per hour or
Y2l0 per rnonth ss thc mini,num wage

lclels ftrr *orkcni in dre cit\'. A lls-Ohin;l
llusincss Council sunev conducted Inst

SHORT TAKES

4

TRENDS & ISSUES

Hcalth carc- issucs lccl the rgc'nrla ol'
the Oclobcr mccting of the Natk)nal l'c(>
ple s Coagrcss (NPC) Srlnding C()mmittec

in Bciiing. Thc Nl)C adoptcd a nerv larr'

on matemll ancl infint health crre and a

re,vised lau restri(1ing pharmaceutical,
cigarettc. and fcxrcl produtl advertise-
nrents in tlre nredia.

Thc 39-article Maternity Law, which
takcs cffect on Junc l, covem e long list
<lf issues. from pre-marital check-ups to
State medical guidclincs for prenatal c!re.
l lnd('r thc new hw, mctlir'll workcrs in
China's hc{lth cars clinics nrust pass ex-

{minrti()ns to carc f<rr pregnanl w()men

ancl infants. The law also requires doctors

In mid 199,i, tic De panirrcnt of (inn-
lncrcc (DoC) once again clid an ahrut-
lace on its anti'dutnping lx)li(y t()\rllrd
China. While I)OC had previ()usly xs-

signttl rrnrfrrrrn drrnrping m:rrgilr:' in
cases inv()lving Clrinesc exp<xs-hasecl
()n thc' ]ssunption thxt Chinx s econ-
only rem:rins largely uncler stlte (()n-
trol-l finll nt)li(c ()n rtnP()ns r)[ \ili(r)n
clrhicle issued in Ma1'essigned <liffcrent
nrargins l() difflrent Chinese prrxlucers
over thc surrrmcr. l)oc upheld this
ncw g>!icy in cases involving Chinesc

Plp,. r clip:' and scl,acit' acicl. rccogniz'
ing lhrt some Chinesc enlerprises are

l() advise couples applying for marriage

cenificates on conrraccptivc mcasures if
they are suffering from mental disorders

or hercditary end ,. ontagious diselst's.
To prevcnt gender discrimination and

imbalance in rhe populati(rn, the law for-
hids rhe use of methods to identii' fetal
gcodcr-including ultras<>und-unless
such tests are deenred meclically neces-

sxry. China s ncw LaLxrr La*, which t<r)k
cffcat Janu:Iry l. als() c()nlains p()vrst)ns
relating to matemity irisues. The law re-

qurres forcrgn anJ domc:.lic c()mpJnics
in China to providc matemily h('nefits t()

thcir fenule n'orkers (.ser Tbe CBR, N<t-

vemlx'r-Dccember 1994, p.46).

The Advenisement Lan', r'hich takes
effect in February, will ban ads for all
types of anesthelic, narcotic, toxic, or r.r-
di( )ir( livc drug:'-in(ludinB ( i8rrcttes-in
Chinu. nt:tss mcdia. lhe lJ$' als() in-
cludes truth-in-adveniscment provist)ns,
which prohibit advenisements disguised
as news releases. Phamraceutical advcr-
tiscnrcnts must bc accompanied I.ly a

warning thal nredrcincs arc kr be pur-
chased and used rccording l() doctors
prescripti()ns. Fcxrd anrl :rlcohol Jdvcnisq-
nrcnls will lx prohibited from using med-
ical tcrms or worcls thlt suggest use of
tlre pr<xltrct crn resuh in heakh lrncfirs.

-AtDte 
Sletvr$oi -Yang

- C|il lirt S levarl tktrri.,

of Pcrsonnel ManaScment credits the
"brain gain" to the increased numbcr of
Hong Kong companies offering en-
hanced tBining and development ol)por-
tuntir.i.

Neve(heless, thc territory faccs a long-

tcrm shonfall of r*rrrkers in the scn ice

sec'tor, according to a July reB)n issued

by thc Hong Kong governrnent s EducJ-

ti()n and Manpos'cr Branclt. 'lhousands

of new positions for lawyers, doctors,
dcntii'ls, leicherii, s(rcial workeN, admin-
istnt()rs, lnd nranagers are cxFcted tcr

Ix crcated by the ye,ar 2001.

The Chino Buriness Review . Jonuory- Februory 1995



I k,ve qriting thc letter for the Janu-
ary-February issue-l can boast of thc
plans we have for the coming year and
wish every()ne a 'Happy New Ycar"
twice--<)nce for the Vestern calendar.
and once for the Chinese. Editors rarely
have it so easy!

Acc()rding to the Chinese zodix(.
1995--ahe Year of the Pig-sh(ruld hc -a

year of plenty. when busincsses'i'ill
prosper...and generosity lncl goodwill
will prevail"-at least so claims the
Hong K()ng Tourist Association (HKTA).

The c"ver-diligent HKTA als() cauti()ns,
howcvcr. lhet rhc Year ()f the Pig is lt
tinre to guard against complacency.

Hete al Tbe CB,l?, we uke thc sages

seriously; not c()nlent t() rest ()n our lau-
rels, we plan to introduce some editorial
changes this year that e'ill challenge us

and lr,,Jncfri you. The impctus is the re-
sults ()f ()ur lq)c rcadcrsl)ip survey. in
which scveral hundred of you evaluated
our perf'omrance. I m glad to say thxt by
and large, the overwhelming majority of
our readem ftnd The CBRs covecrge k)
hc of intercst and value. According to
thc suncy, the r()p three reas()ns you
listed for reading Tbe CBR are:

I k) stay informed on thc latesl devel-
()pments in China business

I to assist in long-tcrm strutcgi( plxnning
I () gain insights ink) the views of tls
and Chinese leaders

sumnler found thlt Chinese clerical
$rrrkers cnrployed hy LiS represrnta-
tivc ()lncls in Beiiinll trxrk home an av-

crage ol Y2.6tl5 per m()nth in salary.
l-xrnuses. and sul':sidies-nrore tllrn l0
tinres the lrc\ mininlum wage.

Buying Power
A ne\r' rclxln fft)nr l\lcKinscy & (l().'s

Il(,nI K(,nF othce t lairns th:rt Chinr s

gro\\'ing consunrer ds.s--<r lcu lated trr
incltrdc only thosc uith lnnulrl incotrrcs

cxceccling Sl,(XX)-$ ill nunrbcr nl()rc
th:tn l-(t ntrllron bl thc ye:rr J01x) Thrs

will gi\ c Chin:l .r (onsuole r mrrk(.t
largcr thln the currcnt llS p()lluhlron.

l':tnrcla Ilaldingcr

ADVERIISING OFFICES

ASIA:
Korirrc Lom

l80l Yue xiu Buildino
I 6O- l 71 l-oclhorr Rool
Wonchoi. Hong Kong

Iel' 852/2598- 5702 Fox 852/2519.8982

NOfllt A nrca
Cind rvteeks

2300 Nin*r St. Sodh Suite 5Ol
Alingto,l, Y A 22204-2156

lel 703/892.0733 tox: 703/720-3652
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Letter from the Editor
Vith this information in mind, I have

designed an edirorial calcndar for 1995

that \l,ill feature nx)re case studiesi more
interviewsi more opinion piecesi and
Irroader, more thematic focuscs, such as

the "China Off the Beaten Track" fircus
of this issue. It is our hopc drar thesc ad-

iustments will truly result in a prosper-
ous year for us all.

Happy Ne$,/ Year. llappy Year of the
Pig, and G)n+xi facai!

llest regrrds,

@^"1"-g^a^",f-

r50
7@

,1,651

--o-
5,600

851,
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TETTER FROM THE PRESIDENT

Robert A. Kopp

New Yeor,

ld Story

HA Republicon

Congress will not

meon the end of
congressionol

pressure on US-

Chino commercio

relotions

crr \\'( g() ilgirini a nc$, (,oo-

grcss u ith l casl ol' ncs' pl.r\-crs

in ket cornnrittcc sl()ls and
dozens of lirst-linr('rs tfl iflg l()

Forcign Afflirs Conrnrinec, hlvc becn
verl' v<ral in recent trJrs in public cle-

nunciations ol Clrinesc policv and hhlv-
ior (rn veri()us issues.

A $'hole rangc of togrics already on
congrrssion:tl radar scrccns corrld he-
(nne inflated to firll-bkru'n clispr.rtcs s itlr
thc p()tential to lurnr tlrc slilbility ()f tis-
Chinr tics. Troulrle r.ould hres'ovcr Tli-
u'an s Push tirr rnc( av'd IiS lcr.litirrration

of its ink rnationJl steturc'. for instancc.
\flith key 'lai*'an supp()neni m()vi.lg into
in0uential forc'ign lffairs slots in the nerv
C()ngrcss, $'e can alnticipale m()rc c()n-

gressional dcnrands. sonre of them krud

and colorful. that the Adminis(rilti()n pay

less atcnrk)n b PRC sensibilitics \r,ith re-
gard to Taiwxn.

Vhether Taiwan s orrvn policics n ill
draw Congress int() Ihc ti y relnains to
bc seen. In a urrrsFcasc' i!'enari( ). Tri$ln
fx)liticiJns. driven principally l))' intc'mal

dcmanci.s lionr rn in(rexsingly succcsslul

opposition p n)'. \lotrld declarc in<lepen-

dcncc fronr the mxinland. prompting a
militirry reacti()n from thc PRC. Obvi-
ously. this urrr,rlcl be rn cxtrcmc cilsc; hut
thc fac t tlut it is :t plrtusilrle sct'nurio n'in
tirrces thc neccssitv rrf m intrinin8 a deli-
cale I'r:rlancc in the rc'latiorrships among
thc tlnited states,'[aiwxn, xnd China.

China s milit.ry devekrpment could
ls() llltrxct rrrlatile congrcssionll lncn-

ri()n. l\l()st tTS analysts ol Chinese milit:rry
all;rirs. r'hilc rc('()gnizing thxl PRC (lc-

t'ensc Irudgcts lnd technolrgical lcvcls

6 The Chinq Business Review Jonuory' Februory 
.l995

gct their l)c:lrings on unfamililr issues.

ljcr,, il any. of thc l-reshman ruentbcrs
ircllicvcd lheir vktories ()n their intcrnJ-
tional crcclentills or cxlx'ricnce, let llrrtc
their knoulcclge of (;hin:l issucs. S(). li)r
those of us inrolved in China business.

it s brck t() the drxwinll hrxrrd as u'e
u,ork to kcep Congress altunecl to lltc
fr.rn,lrrrcntll intr.'rests ol ll)c Artr(ricJn
lrusincss cornmunity in Cltina.

()ur goill is to cn(()urJge r clreful dis-
('us\ir)n ()f Chrne-relltetl ii':.ues in (:()n-

gress, in the full recognition that legisl:r-

tors'wr>rds nrxttcr n()1 onlv ll honrc, but

in Ohina.nd tlrc rcst ol llle worl(l as

wcll. Ir's a rough irssignmcnt. only J lt$,
years go u hcn uc harl a rlivitletl govcrn-

rncnt, Chinr issucs lcnt tltrntselvcs to pr>

lilical utiliT-llti()n. N()$. with Denx)crJls in

thc Vhite ll()use and Rcpublicans con-
trolling Congrcss, thc canrps:tre revetscd
lrrrt tlrt' p,:tcntial i,r lurninB (:lrin:r inl(,
d(rncslic political fi der is still rvith Lrs.

Llarl) crxnnrcnls from somc ncsly ern-

lToscrrrl lrtrlnr.tkcrs in thr. lottlt C,:n-

gress sugl4cst that x pcri( ()l slridcnt nr-
tiulxlislt rhet()ri(. witlrout rcglrcl lo lrou'
it plays in other counlrics, lies aheucl.

Sercrll ol the ncu ('1)ngtcsst)n1ll c(nnn)iF
tL-e lleJ(ls. in(luding the chairmcn o[ thc
scnlltc li)rcign Relltions lrntl Rttlcs c<lrn-

rnittecs lnd the ch:rirman ()l'lllc [k)Lrsr

\"6rt

,,il

.I

\

\



rlil l\ (.hln(s( (()n l)r('sr(lr,nt \()rk!(l ln-
i()nlilti()n \ ilh ()tlrer tr'nsir clr rrrtrl. in tlrc
Asl:r l)ir(ili( rt.lli()ns 

- 

c tl.:LrtrcsslLrll\ urllt
,,r|r tlr, rr,r.rrlr lsl.rrr,l. li, r,r.l,,r\. r. t (,, .

r. rr,, :,,,rrr, r r,,,,., r,., The US trode def icit ,,,1.. ,,, .,.,,,,, k,.
.rrr , \( fl lr.llr\1,'f,,t ||lt'- I.t,,.lr.r,ll ln,lt(,r'.. \ tt.

.rrL ,,r rrrr.rt,,rr r.,r,,,,,. Wtlh LhtnO ;ust might .,,,., t,,,, \lr\ \..,.,.

;ll;::,",il;iJ:::il' 
'po,k 

o proirie f
or otlrer such der'ckro-
nrcnr{ ( {)rtJ rriss(,r .r LOngfeSS'
n()is)' congressi()nxl rc-

a|t, rrn lhc ris(,. scc n() tl)acxt t() I lS intcr
csts l'r(rD lhc (,hincse nrilitary in thc ncrrr
r)r n]lrlI(rnr: (ltc)'('llc:r \',lri(,r) r)l rl.i:lnr-

z:rtir)nal rnd te(hnicll limitations on
Chinil s:rl)ilily t) pr()icct its p()rver. Still, x

sfx)nsc_

On thc trxde ti()nl, $'llilc thc continurr-
lk)n ()f,\losl Fxv()rc(l Nitlion (trlt-N) lrt(lr
status lirr China scons likcly. thanks to
thc Presidcnt s l}){ rcne$xl :rncl lr rlccp-
sc:lle(l Repuhlirin trrdili()n ()f sul)p()n lirr
c4rt'n tmcle, congressionll aninxrsitt coLrltl

fin(l ir ('(,n\'(ni(nl tllrgcl in Il)(,gr,^\in!l
t S lrx(lc defi(it $ith (ihinr. An cv(.r-ltrgrr
deficit figurc is thc kirrd ol lirrcign :rlluirs
''I!cr()id tlrrt lcn(ls rtsclf t() high-lcrcl
scrutinv Jnd, u n Ii r rt tr n a t e lt , to h iglr
s()un(lin8 li )reign B)lic1 posturing.

If (\rr dcFcil s'itlt Chinu cr)ntinucs t{)

cro\\'unrl aPproaches the lt,r'el r:l thc l S

dcl'icil \\'itlt -Jirpxn. cvcn tltc lcitsl \\ell-
v(rsc(l nlcn)l)cr ()l' (hrlrgrcss $'ill strcklcnl\,
bc hlking uhrut (:llinil tr:l(lc. -l'hor.rgh 

on-

.q()ing L'S dispules \\'itlt (:llinir ()\'er J((-cs-
si{)n t() lhc GAl l, intellc(luJl prop(,rl\,
pr()tr(Ji()n. lrnd othcr' trt(l( nlitt('rs nr:l\
[)c l)itlcr. tlrc\ urc lt,ss likclr' 1() (lisrupl
trS (lllinir trir(lc relllti()ns xcr()ss Ihc l)()1lr(1.

Tltt' I lS ttitlc dcfir'it u'itl) (lhinu. l)r)\\,(\er.
just Driglrt s;xrk r l)tuiric fire in Coogrcss.

pft)\'i(linE p()lilr( irrns exsv xnnnunift)n li)r

Iunilr\( l(Er\l:rli\(, (lli,rl\ .tq.lin\l ( lID,l
()n trll(lc ()f ()lhuf issucs.

So rnrrtlt lirl lhc l)lld news. Hcr-cs tltt.
grx neu,s.'l_lrc nru Cr rngrcss-lclrrlcrs
rund ncophvtes llik(-lI()t t,Lctr.d on e

d()r)rcsti( llljcil(h. xn(l it is.l sxli. I)et thllt
thr.'RepLthlicun lclclcrship rvill fixus orr

rkrrtcstir' isstres. I hlrr,e lrrguccl lix sontc

linre thxt the l:rst thing the I lS-(lhina rt,lu

ti()nsllip necds these rllt's is to lrr., pluctcl
lionl und c(nlt'r in LiS politir ul clixr)lrrsr,.
I[ (in]grcss c:rrrics thr()r.rgh on its lclclers
p()fesscd drtcrminlrti()D (() c()nc(,lttf:llc
on thu horne fa()nt, n)xn_v ol-thc urnr'crns
I hevc clcscrilttl nrdv n()t nllterixlizr.

In rc(enl ye:rrs, morrovcr. ncithcr
trxdc n()r Chinl issucs hevc bcen tlrc
sul)jcct of stricl pln,v linc divisions. On
kry votcs on NAf 'l A, IUFN, !n(l ll)c
(lA fl' I r(rl.ltril) R(,un(i. .l I)cIl,,( rJtic

rre ln
corrlcl hc tirrrnri in cech
pxn) during the lo]rd
Congrcss; trr the e\fenI
that lhe lrtrsincss com
nrunitY llralkrs its crse

firmly'antl cleurly on l<xrrning Chin:r pol-
ic)' issu('s, ue arc likell t() nrxkc x rcxl
differcnce in thc clelilrerrtions of the
l0.ith scssion.

So, krok Ior sonrc fllmbo1'unI ancl
evcn in0rnrnretorl tllk on China lronr
ccnlin slars in thc ncq'congresskrnal fir-
rrtirn)cnl. hul lxnk on nrorc bllencetl anrl
s()phistic.lled vie*s frxr] ()lhcr inllucnliirl
6gurts in lxrth plnics. 'l he congrcssionul
frcshnte'n Present il dillerent chlllengc:
llr('t(' i. ill\\'.r)\ tltt' tlr.rnrt' tlr.rt (.llin.r

rnighl (nrcr arllxin l)c('(rre thc soun<l bite
()f cln)tc ti)r p()lili(al nrx,ices Ixrking for
:r higlr profilr intt:rnrri()nrl issuc As

Cltinl itsclf epproechcs e prrir rl o[ politi-
cJl trxnsiti()n. the intcrsccli()n of otrr tsrr
('()unlrics (l()Drc\ti( :rl'l-xirs cxnn()t l)c
g'lrolly :rr oicled. Vc q ould hc kickling
otrrschr.,s il'\\c lh()oghl lhilt \\'llitt \\ent
(rn in ()ne corrntn,s srxial :rnrl politic:rl
lili rr rrs ,,[ rr0 intcre.l l, 

' 
tllc {)ll)(r n.tt(,n.

'Ihc lxrssibilitv ol sPilkrvcr li(rn thc t\\r)
countdcs (l(xrcstic rll.icndirs t() lhcir inlcr-
n:lti(mrl relxli()ns is still vcn rcal.

Jhr (:linl()n A(lnlinislrJli()n has r,' isch'
undcrsl(xxl tl)ut (()rD,]lerai.ll xn(l cc()-
n(nni('lics irrc xt thc ctnt(r ol'1lrt, r.'t:nr-

pl(x Sin() Anrcri(xn rrlrti()nr,llil). Il tlrc
rlrrtoric heurs up in lhe nc\ tlS p()lilicrl
envir(nllDcnl xncl I'S-(lltirrx rclxti()ns (xx c
Jl.titin b((onlc ir political rutlgcl. it u,ill lt
uP t() the I\lsincss (onrnrtrnitt' to nrake

tltc't.tsc' lirl r',)l)ri('lt. l('nB I( fl]l llrjnkins.
lln(l nlulual rcspccl. Al]tericlrn lnrsiness

hus the clepth, thc pcrsl)e(1i\'(. xn(l the
nt;rss ol rlircct rxl)eriril(r in (lhin:l k) xn-
(llor liS-Chinr rcl:rtions tluring totrgh
ti les l-ct s ht4rc r', c dont hlrve lo tlkc
()n this rolc. brrt lct s be pn,prrrccl to pluy
it lirllv i[ u.c hele to. ft,

y',re. you
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When The Center
Doesn't Hold

Nicholos C. Howson

It moy not be wise to

byposs centrol-level

foreign investment

opprovols

I Nicholos C. Howson is on ollomey
bosed in the Beiiing office of the

intemotionol lcw ffrm oI Poul, Weiss,
Ri&ind, Whorlron & Gonison.

(\1 rr llrr,\rrl('(' .ttr<l ttlltl,rt tttttnir t-

p.rlil\ i,l (.lun.r. l.rrcUn i,1\'c\li'f\ .rr('

Iting lskcrl l)) tl)cir Chincse piflncrs
or kx:rl olfir'irls tr) ('ircuo]\'(nr Chin:l s

I ntil r((c11tl!. tltc prt'ssttrt lo ktr.1>

f()reign in\r\lnl( nt rl)Pli('!lli(rlr' un(l(rr
l()cirl (()nlr()l h:rs lrccrr Iclt nlrinl\ l)\
lirreign rDulrulircttrrtrs lrnxiorrs l,r cslal>
li\ll i()inl r(nlurcs in (.1)inrr. ll(^\'cYer. ils

nr()r'(, ()\'crscls lt()l(ling a()ri)plrnics {)r

Iirnrls sc'ck t() ()llcr st()(k lltst'cl upon
r'('\'cno(s Ir()m I)ll(l t stlrblishcrl srrlr-
rirli:rr'r Ir,rrrt \'('rllt[('\..rr]Ll lrr tlt,. frrrt
lirlcign invcstccl pr()ic.ts kx)k l() ulilizc
trrr,.' largu-s<elc pnrjctt lin:tnr'c Lr:rns.
()vcr\clls e(lLlilv invcslors. lcnrlcrs, encl

lrll prrrlcssionlrls u'lro seck l() stru(ttrrc
in\c:,1nrcnts iD Ohiilx \\ill incrcasingll'
fucc llrcssrrrc li(nn l()clrl ()m(iirls t() kc('l)
l.lli:rpl)r)\:rls xt lhc l<xel levt'l

By the book

Thc "t()lrl in\'(slrrrenl" of lr pr-<fosccl

FIll gcncrxll\'<lctcrttrincs rvhich levtl trl'
thc govcrnmcnt lirrcign tlrck lrn(l invcsl-

nrcnt arpplrriltus hls tht lruthoritv lo r.x-

runrint' :rncl approvc thc Iclsibilitv sturlv.
(\)nlrx(1. irrli(lcs ol' lsso(iltlion, enrl rc-

l:lle(l cl(}(unrcnts firr a p:rrtic.Lllar projcct.
'lllc totll inv(slr)rcnl figurr', as clcfinccl in
(lllincsc larr', is tlle xgllrcgxlc anxrttnt o[
rcgislered (xpiul lncl clcht u'hit lt a vun-

lure n)Llst tllkc ()n () lLln('lx)n. lU()l'l E(l is

llcxiblt'as t() q,helher working c;rpilal
irnd ()thcr sh()n-tcrnr hrrrowings nccd bc

incluclecl within tltc tonl tigttrc tirr 1.lttr-

poscs ()l dctcrmining the xppr()l)rirtc up-

pfi)vxl ilutlx)rily.
tisuully, if lhe l()tal invcstnlenl (, r

vcnturr in onc of thc coasl;rl l)r()vin( es ()r

pulrli:'htrl lls's uncl [cgu[lti()ns. .'\t issuc

is tllc s(cnrinHlY clclr r'ttl rcrltrircntcnl
thut rrpplicutions li)r lll( cslll)lisllrn(rtl (r'
liricign-in\'cslcd cntrrpriscs 1lrltis) \\'ilh
t()tlll in\'('sln)(nt ()\er (c.lirin thrr'slrolcls
l',.. .r Ppr', rr L,.l l5 tlrt,\lrnr.tn ',1 li,r(rFn
lr.rrlt. lrn,l [a(rn,, lr( (:,,i,p( r.l lj{ rn
(\1Ol:Tli(l) :rntl the Statc l'l:r,rninl (1)nr-

rurission l SI'(l) in Ilriiing.
wllile Cllinu hxs l:rkcn stel)s ()vcr tl)c

past clecaclc to <ler-olr'<' e.(nt(xnic l)hn-
nirtg tr' tlrt pn)\rn('(\. l.r$'s govct'rtirtg

tl)c ('rirnlinxli()n :lncl xppr()\'xl (r' !'ll:s
hulc r'cnltinerl largt'lv r.rncltltltgcd sint c

tll.,v scrc lrd()pled in thc e:rrl1 lo rtritl
l9lios. Ilrcse l:rNs sct 'tolel invcstrncnt

thresholcls ol Sl0 milliorr tlrrougltotrt
nrrrrlr ol tlrr. lnlr'n(r'.rrt(l {Jll r1)lllx'n in

nr,,\t (,1 thc cr,:rstrrl Irr,,rin,'ts rrrrl rtr.rj,rr

nluni( il)xlitics. 'lltc tlrresholds cnllrle
ll('rjlr)tt tt' ('rr.trr( li,tr. iErr lttrt,ls :trt' lrt'itrH
uscd in c()niun(ti()n witlt fl)c ccnlrlrl
g()\,clnnlenl s clevelDnrcnt p()li( ies. lJtrt

nllrny-il n()t rnost-krcal g()vcrnllents
Irn,l I, x rrl-lcvel iorrrrnisri,rn:',rn (rrrcigtr

trld( ancl rcorxrrnic' c(x)pcrxtion (gen('r'

rlly knou'n as (lOl:t'E(ls) no* lsk lirr-
eign invcst()rs t() kecp new I;lli l)-
pr()vrls lrt the krc:rl lcvcl :rnd ewlty lroot
Bcijing. cven iI d()in!] s() c()nlr.lveilcs tlle
spirit and lcttcr o[ lxxh nationll ancl l,>

cal lcgisletion.
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in the municipalilics of Beiiing, Shanghai,
or Tianjin cxcecds $30 million, thc pro-

icct must I)e cxaorined bv and rcceivc a
fornral appr<rvirl cettificale ( pizh u
zhLngsbu) from MOFTIIC. A $10 million
thrcshold applics l() FIES in mosr ()f rhc
intcrior. lf thc t()tirl investllcnt is un(ler
lhe rclctant lhreshold. thcn thc, krcal
rgency ol the firrcign trldc nd invest-
nrenl apparirtus mxv issuc ir finll lp-
pror,al li rr thc vcnture.

If a sr,rl.)nrission (() MOF I'Fl(: is rc-
quirecl, thc ministr) is obligarecl by larv
I() (xilotinc lnd apprrve ()r disxppr()vc
thc FIE rpplic:rti()n \r",ithin x cenrin pe-

riocl. For cquitV ,()ilI vcntures lnd
u hrr ll1 [r r rc ig n - o \\'n (.d (ntcrpri:,(.\
( \wFOls ), MOFlE(: mUst resp()nd
within 90 davs: il has {5 drys l(, decidc'
on sttbntrssions [or trxrperatirr. joint
venturcs.

I)cpcnding upon thc nature of the
pr()iect, ()ther ccntral-level approvlls
may be rcquirecl by lau,<tr estaltlished
policy. For instance, the lnterim Regula,
ti()ns on lhe lise of Foreign Invc$ntcnt
in P()wer Conshlction, p()mulgated on
Mrrch -3(), 1994 by the Ministry of P<ner
Industry, give thar minisrry the righr r()

approve all fi)reign-invested p()wer gen-

cruti()n pr()iects. Similarly. all frrreign in-
veslment in pharmaceutical pr()iects
must be approyed by the State Phamu-
ceutical Adtninistration in Beiiing, even
though the contract and xrti(les for a

pharmaccutical proic'ct s'ith total invest-
ment under the relevant threshold may
receive final approval from the provin-
cial or l(ral COFrEC.

Local legislation on ti)reign invest-
nrent approval thresholds articulatc
lhese sume principlcs. For instance,
Shanghli municipal regulati()ns state
that the pr()ject proposal, feasibility
stucly, and initialed i()int-venture c()n-
tract and aniclcs of associ:rtk)n for p(r
ductive FlLs wth tolal investntent in cx-
cess of $30 millkrn musr bc submitted ro
MOFTIIC for approval. Thcsc clocu-
ments must tl$o be examined and corn-
mtnted upon hy the Shanghri Frrrcign
lnvestment (l()mntis.sion. and thcn sul}
mi[cd to lh( Statc I)lanning Comnlis\i()n
and "other relevanl otinistries and c(rn-
missions of thc State C()uncil. Legisla-
tk)n concerning the csttblishment ()f
FIES in othcr m:rj()r municipaliries and
pft)vinces contains similar language.

lncreosing inwslment
II a forcign investor applies for ap-

prol'al frrr rn FIE \r'ith t()t l invcstmcnl
under the relcvant thrcshol<|, lrut subse-
quently seeks k) invcst nrorc funcls or un-
clt'rt:tkc :t .rtoncj plrurc nlrirlr urll rn-

crclsc lolal invcstnrcnt ()rer thc
tlut.lrrrld. Ilr( .rpl)li(.ur,rn [(,r tl](. in
('r(.rs((l tr't:ll invc\ln1(lrl ,)tu\l l)( suh til-
tcd to trl()llll:C. not$ ithstanrling thc
()riginxl exllolinari()n lrntl ;rpltrrx'll b1, e

Locol officiols

ond COFTECs moy

wrongly cloim they

con decide when

ond whether to

submit FIE documents

to Beiiing.

local COFIEC. This requiremcnt appar-
cntly is outlined in an internxl ( r.,ib,r)
drxument circulared within N,IOFIE(: and
the COFTECS, but it has not yct been
published.

The concept is also ani.uliltcd in a I)c-
.cml)(r ly)l MOFTEC Explanxtory Opin-
i()n.()n('(rning (,nly VF()Es. Thc Opin-
ion states thxt if , \0/FOE is lo bc
estahlished in stages, the lolal invcslmcnt
rm()unt ti)r Ihe purpose ('[ dctemrining
the relevant examination ancl apprcval
authority is the agr{regatc of all the funds
invcsted ()r lxrrrolr.ed over each stage of
devek:pmcnt. 'l he samc Opinion also ex-
plicitly $'arns thal "No examinati()n dnd
approval authority may delilxrately re-
cluce the total anrount o[ investment in
order k) xvoid the provisions in the law
a()nccming lhc c()nlpcl(nac (rl' cxantina-
tion lnd approval."

Who decides?

!0hilc the circumstanccs neceli.sita(inl1 a

suhn1isst)n to NIOFTEC are straightft)r-
o'arcl, no publishecl legishti()n explicilly
indicatc-s which entity musl make the
subnrission. Vhile some krcll legislation
strtes th l lhc application nlust hrst he

submitted to thc Iocal COITEC for an ini-
rial revicw and should then be passed tcr

MOFTEC. in other locales there is no
menli()n of i.uch r()utinl4. Thc l:rck rrf any
clelr designation as to who has n.sponsi-
bility lirr forwarding an applicati()n ro
MOFI-EC allows local officials and
COFTE(:S t() claim they can decicle when
rnd u,hcthcr to suhmil FIE do!-utncnts to
Ileijing.

As l result. ltral-lcvel cntcrpris('s and

8()vcmment officials consistently try to
kecp project appr()vals awly [r>nr
l\4( )F ft:C :rnd ()llrcr (cntrJl nlinl5trics.
'fheir r-irti()n!le stetns f'rom fear of restric-
lions c()ntaincd in nati()nal industri:rl
policics, ns wcll as the dcsire to asscn
thcir indepcndencc l'(rnt llt(.c(.ntcr. im-
plsnrcnl thcir own developmcnt poli-
cics, and, in s(nD(j cases, tricle invest-
ment proiccls and revenues from central
:tLrthoritics. Localities arc also reluctant
to submit (k)cumenrs to MOI-TEC bc-
cause they perceivc it as a distant. bu-
reaucratic ccnlral-lcvel organ where they
do nclt have pcrsonal relationships or
c.ven much credibiliry. Thc opposite is

true of thc local-level COFTEC, with
which project sponsors mighr have a

long history of interaction and personal
relationships.

Although MOF]EC is by law limited ro
a maximum 90-day review period, l<xzl
officials worry that referring a panicular
proiect to Iteiling will involve l()ng de-
lays, whereas the local COFTEC will
move quickly to approve a profx>lied in-
vestment proiect. Even if MOFTEC d<rcs

rc'sgrnd within the specified time period,
it may raise ()biecli()ns ro the nc,gotiitted
documcnts or add funhcr requirements,
delaying the granting of a final approval
until such requirements are met. And
since any FIE proiect proposai or fcasibil-
iry study submitted to MOITrEC musr also
he approved by the SPC, rhe proccss can
be slow.

Groy orcos

In some cases, I<ral officials are cor-
rect in their view that forcign investment
approvals need n<>t be received from
MOFTEC. Of course, smaller investment
projects that fall undcr the relevant
thresholds need not be revicwed by
MOr'IEC. In addition. MOFTIC has con-
firmcd that as the relevant rules refer to
thc appr()val of p()ductive Gbe gcban-
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.{ir?g) }-lEs, "non-pr(xluctive ' enlerprises

may be approvcd by local CoFTECs, re-

gardless of the amount of total invest-

ment. Thus, l(xal authorities routinely aP-

prove real cstlltc dcvelopment Proiects
q'ith total inveslmcnl in excess of S-10

nlilli()n.
The L,gal situatk)n is lcss clcar with re-

spcct to foreign ioveslnrcnt in high$'ay,

rail, powcr gcneration, ilnd other infra-
structurc arelN. MOI-rEC hirs not yet cle-

cicled nhcther such endeavors art"prr>
ductive in the scnse ()riginally inlcnded.
(Tlle Chinese tcrm can also bc translatcd

ii\ -ntanulacturing. ) M{)sl f.)reign in-
ves()rs currcntlv pursuing such dcals-
which rypically involvt' larSe capital out-

lilys and third-part1' financing-takc a

conscrvative approa(h xnd scek MOFTE(:

appr<x,al-

In ()ther cascs, MoFTtlC can delcgatc

its fx)$crs lo Lr lo(al COFr!:C, even if x
produdive cnterprise with l()tal invcsl-
mcnt ()!(r thc rclc!xnt lllr(sll()l(l is in
v<llvetl. Such sccnari()s typically in\'olvc x
projcct that initially fell undcr thc lhrcsh-

old antl was approvcd at the lrral level.

but sr,rlrscquentll incrcases ils totJl invcst-

ment anl()unt ()ver thc thrcslrold. ln such

a cese. the bcal COI'TEC must subllit a

report k) IUOF'I'E(I stxting lhe circum-
$tirnccs surrounding lhc ficed t() in(rease

drc totill investnrcnt anxrunt lncl rcqucsl

ing lhat I|(XTEC (lelcgatc ruth()rity t() il

l() rppr()ve tlre additionrl invcstntent.
MOITEC will rcsgrncl in $riling l() this

rcqu(\t. ll lhc in('r(tsc tn invcstrrlenl is

snrall. lvlOFl'EC is likcl) to cc(lr lo thc l()

cal COFTEC thc xulh(rrity lo llPP()\'c the

cxpxnded p()ic(1, its long as it d()ei n()t

suspccl x svr'tcnr.rtt schtnte on the pan

of the Lral ilrthorilics t() cir(urnvenl ils

autlrrrrity.

Diversionory loclics

Onl) in lhe prlrticuliir sittlitli(xrs jusl

clescrilrcl cl<rs MOITI:C n()1 necd to cx-

.lnlinc xn(l al)provc lln:ll)pli(:tli()n li)r an

flE \\'ith l()txl invcstDreni (\'('r thc rclc-
vJnt lhrcslr()ld.'l'o Pr()lccl lllcmse lves

froor troublesotrrc cottsc<lttenccs ckrtttt
th(: r()xd. ti)rci8n invcst(ns nluJ l)c tl)lc
k) dislinguisll l>ctucen valicl e\ccPti{)ns

to ccntr:rllevcl rtpprovals encl the gron'
ing nrrnrlrer o[ lc'ss-tltlnJcgll st hcntes o[-

lcrrd bv lo<ll ollicills lncl purtncrs.
Sr,rnc.rrl tlrt llrt,jll (lnlrtr)()n l.r('li(\ l\rnE
tusccl lo arrricl IIOllliC lpltroral incltrclc:

I Dtvldtng the lnvestment lnto
phases Mlny local governments and
panners adv<ralc separatc approvlls of
t\\'() ()r Drore distinct phases ()f invest_

nrcnt. Nhcrcin thc invcstmcnt tm()unt ()l

cach phasc falls untler tl)e aPplicuble
thresh()ld Surlr pr<>jccts arc n()t t() l)e
confirsed n ith prcjccts originally costcd

rut u levc'l below the xpplic:lble tlrrcsltoltl,
h rre ventures u'hirlr liorD the surl rc-
(luire t()t:ll inrcslnrent signifi(antly iit cx-

There is no legol

bosis in Chino for

osset purchoses,

copitol contribution

swops, or

FIE mergers.

ct'ss o[ the rclevent approvltl lcvel. Onc

Shanghai flE $ilh .rn initi;tl t()lxl invcst-

nrent of more than $150 million, [<rr cx-

amplc. rcponcdly $'as cxamincd rtncl lp-
prrrrcd h1 tltc sh.rngh:tr Fr:rcign
Invcstrirent C(nnDrissirln in I setics o[ five

nelr-sinrlrlt:lnc()tls ltppn rvals. l-ianiin and

Anllui .lr.rlhr )ritic. lt.trr' :tls,t (1'lllnllllli_
caterl tlreir $'illingncss to prre'ccl in tltis
l-:rshion.

Such l schernc-*'itln\rt rn)' appiJrcnt

iustil icxt i( )n-:tpplics the Nord t()l!l
onll to the invcstmcnl of clch phasc,

luncl confuses lhc FlFi s pltvsitlrl plarrt ancl

rrssets $ith lhc lirlile(l li:rbilitl corporetc'

cnlit)'t() lr crciltcd lhrouglr the ioint-ren-
tUrC (.()ntrrCt :rntl :rni,lc. rrl :r:,srx.tlrtir:n.

Ilvcn il lhc (lis(rcl!'pllrscs ()f invcslnrent

r((llrlrc(l l(, (1fi\lnr('l .lrl(l i)l)cr:ll( acn:tin

.rsscls ilre indi\i(lu llv lcss tltan tltc lp
plicable thresholcl. the lrlt:ll investment ol
thc vcnturc will cxcccrl lhe thrt'shok!.
'l'hus. ir sul)nrissi()n lo lU()Fl'ltC is rc'
<;rtirc<1.

I Increasing the lnvestment
amounl-after aPProval Anol lrcr
c()ornl(tn strSgcsti()n fit:In kxal olficials

lrnd panncrs is k) n()lc lhc lotll invcsl

nlcnt in thc g()\'cnling cltrrntents ltt ltn
:llrn)unt un(l(r tl)t: lluesholcl. l'ltc 1'rtojc'rt
rcccivcs locrtl ltpprov:rl. tn(l ll)en lh('

panners quickly rcs()lve to increase in-
vcstmcnl ( ze 8zr) to the rcal level re-
quired. Like the phased approval ap-
proach. this scheme clearly vi()lates the

law, with thc urklcd danger lhal lhc ini-

tial invcstment {mount noted in the g(tv-

erning documents is ()ftco not even ticd
to a complcted fact<lry or producti()n
line.

This schemc is to be distinguishcd
trrxn a situati()n in qhich a gtxrd faith
cslinutc anticipatcs lhat a proiect can

be conrpleted at:r total inveslment
amount under the rclevant thrcsh(tld,
hut is then found to bc trxr low. In such

cascs, MOFI'EC officials have privately
n()le(l that tlrel will takc u hanrls-off ap
proach if thc rel'isecl invcstnrent t()tal

does not exceed 5-10 pcrcent of thc
original t()tal investment rmount. lf a

lx)na fide incre$e in total invcstment is

required aftcr rhc FIE is established,
NIOFTEC is likely to clelcgatc its P()wer
lo the l()el CoFItC to re-examine tlre
cnterprise-
f Mergiflg segarate FIE5 A third straF

egy hus thc sanrc (:hinc\c lnd firreign
plnners form scvrral flEs-{'ach with t(>
tal investmcnt trndcr thc rek'vant rhresh-

old-rrnrl then -mcrgc thc nr()t( (1:' int( t

()ne ()r rr()re FlEs after local-levcl ap-
provals lrlvc lrcn olrtainccl. Aside front

tlr( lr(t th:lt tltcrc i:' no k'g:rl lt.rsis in
Chinit I()r rl:'\({ purrlt:tsc.. c.tPrtll contri.

l)ution swirps, or FIli rrrcrgers. this
schcmc is cleitrlv a clumsl' ell()fl to c()n-

travene MC)F-l'liC ntles.

I Establtshing separate legal entltles
A virriirlx)n ()n llrc rcrgcr JPPr(u( h is k)
.reilc- scprralc F'lEs lo h()ld dislinct
groups of operlting assets. As rn attcnlpt

to :rt{)itl r'entr:rl uplTror':rls. lh(' strirtcg) i\
lcgirinrltc only if thc rcspcctivc l;llls
could plausihly own ancl opcr:rte distinct

industrial or nranulircturing f:rcilities un-
(lcnxking distinct l)r()c(sses, anrl if tlte
rntilics ilrc n()t nrcrgc(l aftcr rccciving :rp

pnrval.
It)r the s(ltcnre t() q()rk. resPcclive

l'llis sh()uld (x-cup) diflcrcnt sites, usc

scparrtc l,l(t()rics :rncl ccltriptDenl, rnd
cnlrr inI() lruc trnts-lcnglll c()nlrJ(ls
xnl()ng thcrnsclves. Iiaclt FIE shotrkl
hlve :r scprratelf ilpp()inlc(l h()ar(1,

Dunlrgcntcnl. ancl curpkly'ce prxrl unll
cJch (ntilv nllrsl l)c sul)ic(1 to x scPit_

rxtc i()int-\,cnture c(),rtr.r(1 xnd distincl
lrritlcs ol :rssocilttion. llltrh sltotrlcl
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nlain undcr th( k)c:rl
xppr()\'al thresh()ld.
I Bludng the ltncs
of approval author-
ity Pr()vincial and
nrunicipal authoritics
oulsidc of Beijing,
Tian lin. Shanghri.
and thc <oastal
provinccs incrers-
ingly assen thcy have
the power t() xpprove
FIEs with tolal invest-
nlent in .,xcess ()f S10

nrillion. Most ()ftcn.
such krc:rlitics clainr
that the poner has
been delegated by
,MOFTE(I hut tha I

tlrey have ,r()t yet re-

ceived the officiel err-

-

Foreign investors must

be oble to distinguish

between volid

exceptions to cenkol-

level opprovols ond the

growing number of less-

thon-legol schemes

offered by locol officiols

ond portners.

tinct fronr the rele-
vrnr C()FT F:C or
g(,verning ministry
may not be san-
guinc ak)ul rn ap-
proval strategy thar
clearly c<lntravenes

existing legislation.
For instance, the
relevanl burcau of
the Customs Ad-
ministration may
refuse to allow
dury-free itnfnns of
cquipment and ma-

terials f()r xn FIE
that has total invest-
mcnt over the rele-
vant threshold, but
no approval from
MOFTEC,

thorizing docunrentalion. Thus, it is not
unconlnron f()r pr()vin(ial <rfficials or ac-
tors from small l()crlities to claint th:rt
thcir COFTECS can approvc FIES Eith to-
txl invest r(.nt r)f up t() SJo ntillron. In t.ir-
tually every case, a check with M()FTE(]
in Ikijing revcals rhar such claillrs are pre,
mature, as is the hope thxt writtcn auth(F
rizati()n will l)e issucd an),time soon.

Wfior cost?

The risk involved in structuring an FIE
that contravenes the PRC'S statecl nrles
and pructicc will vary according to the
identity of dre foreign investor involved,
the imponancc of the pft)ject itself, ancl

the size of thc tolal invesfment. Il()w-
ever, riome risks are comnton t<> lll pr<>
jcct.s. 2nd nlny affect lhc vcnture s future
olrcmtions. financing needs. and intple-
rncntation of e silhle exit for forcign
sharch()lders.

As n() Chinesc law or regulation cur-
rcntly specifics thc penxlties to bc levicd
if a venture fails t() ol)tain a required irp-
proval from lleiiing, lltOFTtiC has sut>

Similarly, the Birnk of China or some
other domestic lender may b:rlk at prcr
viding krans or guarantces t() a i()int ven-
ture with lotal invcstment clearly r>ver the
applicahle threshol(l eithout MOFTEC s

xpp(,val. Thc Slrtc Administrrtion ()f Ex-

change Control could use the lack of
proper rpp()vals to hold a sharp srick
()ver xn FIE clc"slxrate to exchange zlr-
ntirbi eamings for hard cunency'.

ln such cases, pcrhaps nothing could
be worse f<rr a project rhan applf ing for
M()FTEC approval after thc f ct t() cleirn
up legalities. MOI'TF:C mighr well scruri-
nize the temrs of the tlell and decidc to
alter sorne critical lnangernents xt fonh
in the joinFvcntLlre or relatrd contrucls-
like l gulrlntced ratc of return fi)r the
Flli xnd its li)reign investor in an offtake
or slles agreement.

F()reign firms should rec()gnize that
JvotLnE ('(ntrJl-lc\ cl lpprov:rl ulso givr.s

PRC government units and/or Chinese
p:trhers exlraor<linary hargaining powcr
in their ()ngoing inlenlction \aith thc f()r-
eign in\,(st()r. espccially xftcr establish-

LATEST CHINA
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Every buslnGss is bullt on Umely
and accurate informatlon. For
Chlna r€ssarch or buslness. can
you atford golng wlthout lt?
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data, we provide customized
information & business services and

enhanced database products. Through
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China business information is at your
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China On Oisko Master: Latest in-
depth information of over 330,000
companies, manufacturers, public
institutions, government contacts.
China On Disk@ Databank: Current
rnformatron of 1,500.000 companies,
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government agencies (Chinese)
China On Oisko lnfoservice: ln-
depth data on 9,800 information
centers, libraries & publishers.
China On Disk@ Education/Research:
Detailed guide to 1 1 ,000 educational
& research institutiions
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- Market research
. Business promotion & services
L Financial information services
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China on DisI is a lfad! nur*. ofChiru Busincs
Rd"ources ar all dltrbase lilles are bilinqual
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maintain a scparate bank account and
lcgal personaliry, including sepdrarc rcfl-
istrati()ns and business licenses frofll the
relcvant burclus of the State Adntinistra-
tion of Industry rnd Commerce. Al)scnt
approvul frorn th(' StJte Administrxti()n
()f ExchanSe Contr<)1, tlre vari<tus entities
cannot balance foreign cxcha nge
am()ng themsehes. And, of course. each
venture s tolal investment amount
(noted on its husincss license) must rc-

stantial discretion in dealing wilh any vi()-
lation- The very uncertainly about tlre
consequences of going forward witllout
thc xppropriate approvll should itself he
seen as a risk. Ccnainly, any venture that
fails to gain the requisite approvals could
bc fined. And. *'hile mr actual cases have
been recorded, MOITEC has the poq,er
to cause thc clissolrti()n ofany f-lE.

There is xlso a risk that olher k)cal and
national departmcnts separate antl dis-

(lrintr Butincae Resourclt (b Ltd
Roi,n|3 l03, llon? Xong PlIIlr

IEE ( {rnnauehl Ro.d llrsI. Uong l\ong
Tsl: (t152) 2559,1.399 Frr: (8S2) 25J0-8379



foreign funds, techn()l()gy. and nxlnage-

ment expertisc. ll()B'cver. if thc national
government dc'cidcs to crack down on
pcrceived abuses in thc forcign invest-

nlent scct()r-()r if investment is no

longer welcomc from a panicular nation
lrxked in a trade disputc $ith China-
then Jny I'enture that has gone forwirrd
with incomple{e approvals will he an

carly an(l easy larget f()r reprisal. In such

a scenario. Chincsc aulhoritic's would
hlve trcmenclous pow'er to cunail thc
activitics ()f an FIE, especi:rlly onc that

c<>nrpctcs all too well witll a Statc ent(r-
prise. The unlucky foreign invcstor
would likely have littlc success in pcr-

suading allies within the local burcau-
cracy to plead ts case before MOFTEC

or the State Council.

Coveol inveslor

what, then, should a normally risk-
avcrse foreign investor do to get a prG
ject cstablished? First. if thc situation
warrJnts, the tbreign pany should insisl

that MOFTEC approval be sought, re-
gardless of what local officials claim.
MOFTEC is not the burcaucratic night-
mare portrayed by officials in the
p()vinces and outlying citics of China.
Very often, this characterizrtioo is a rc-

sult of lack of experiencc by kx'al play-

ers. or reflects the fears of middlemen
who have kxal relationships and a large

commission riding upon the signature of
a ioint-vcnturc contract.

The wary foreign invest(rr can insist

in writing that the local authority ap-
pr<uch MoFTEC t() ohtain ptrmission
to approve the projcct on its own. The
krcal approval auth()rity must submit a

f()rmal written report to MoFTEC, at-

tach its approval documents and tlre
FIE's supportinS documcnts, and ask
for MOFTEC's concurrence in the ltxal
acti()n.

If these solutions (hreatco ro kill the

deal, then tlre lorc'ign investor is well ad-

vised t() (,hllin expli(iI assurunces fronl
the ministry g()veming the Chinese pan-

ner that, in the event of a crackdown, the
venture v"ill be spccifically protectcd.
Vhile such a guaruntce may bc obtain-

ablc, it is less clear that it could be up
held if trouble actually arises. l'or extra
peac'e of mind, a foreign investor can for-

mally request in writin!! that the local
COFTEC forwirrd lhe application to
MoFIEC, thcreby ensuring that full re-
sponsibility [or non-suhntission is

squarely placed on the shouldeni of the

l<ral authorities.
Above all, foreign investors should re-

nrember the l)est stralcgy: Jct in acc(rr-

dance with stipulatcd proccdurcs. Tlre

Statc (i)uncil s rcpudiation of illegal de-

velopnlent zones last year and the ong<>

ing campaign against missed or overval-

ucd capital contrihutions indicates that

th(j risk of skining the mlcs is real. FIEs

simply make themselvcs trxr much of a

tergct. or risk recling ttxr ntuch lurglin-
ing fx)wer, when they act against statcd

grlicy and la*. ft,

Help

lnternational Strategic Alliances, Inc,
1265 Montecito Avenue

Suite 109
Mountain Vew. CA 94043

ng Companies Succeed
n China Since 1978

ment o[ the FIE. The rcsulting loss of
Ic'vemge for a foreign investor may result

in significant costs down the road-
whethcr through the failurc to achicvc
cenain economic henefits through ncgtlti-
atioo, or the headache o[ added rc'stric-

tions or costs imp()sed by govemmenl of-

ficials wlxr cannot lx- approached from a

position of strenSth.

An()ther risk that will increasingly
come to the f()re is that th(j venture may

expsricnce difficulties obtaining frnanc-

ing from prudent f<rreign hanks or in-
vestment funds. It seems unlikely that

any hank or fund acrive in China would
willingly lend to, or invest in, an FIE

witlr total invqstmcnt over $30 million
that Iacks the proper MOFTEC-issued

approval cenificate. Similarly, PRC coun-
sel to the borrower would be hard
presed to givc an opini()n with rcspect

to "due esublishment" and "receipt of all

appnrvals" f()r the venturc, prerequisites

for any loan.
A final risk, Icss quantifiable hut

nonetheless real. is that thc attitude ()f

tlre Chinesc g()v(mmcnt t() foreign in-
vestmenl might change. At prcscnt. Bei-

iing as well as krcal officials welcome

lnvestors should request

in writing thot the locol

COFTEC forword the

opplicotion to

AAOFTEC.

"We put years of e.rperience and insight to work
in planning, negotiation and implementation of
specirtc pojects and missions."

- George P. Koo, Sc.D, MBA, Managing Director

Former: Vice President. Chase Pacitic Trade Advisors
Managing Direclor. Bear Steams China Trade Advisors

Tel:415-969-1671
Fax: 415-969- 1673
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rePrescotatrves
during a three-
dav C()uncil con-
[erence in No-
vcmber. (:hinesc

Vi( e PrL,m icr Li
Lanqing wls ()n

hand to dclive r
thc kc)'n()te ad-
drcss at the Vash-
inSt()n evcnt,
q.hiclr rl'as co-
sp<lnsored by tlre
LiS Chaml>er of
Commercc. C()m-

merce Secretxry
R()n lJrown glve
the dinner spcech

ar thc galil ban-
quet. highlighting
the unpre(edc-nte(l opp()rtunity Chin!
represcnts f()r US invcst()rs an<l traders.

In addirion to leaming how to find ancl

finance pnrjects in China s lxrner genera-

tion, lclecomnlunicatk)ns, rnd tl-Jnsfprta-
tion scd()rs, C()uncil member c()mpJnics
u't're .tble to mt'et privutcly trith vi(c
golemors and executives from m(xe llun

Chinese Vice Premier Li lonqing, keynote speoker ot the Council's
November infrostrucfure conference, enjoys o momenl ol q
luncheon hosted by Alex Trotmon, Council boqrd member ond
choirmon, president, ond CEO of Ford Motor Co.

eiglrt provincc,s and mun icipalities
througlx)ut China. A dele€atk)n from rhe
China Council for the Promotion of Inlcr-
nati()nal Tr.lde, another c()-s[x)ns()r, came
rexdy to ncgotiate deals on m<lre than 42
pr()i(.cts around thc PRC. S(\'cr lmaior
c()nlracts were signed, including three re-
lating to the Three Gorges dam p()ject.

Toking
the Leod

on Chemicols
On l)c.ccmber tJ-9, thc (i)uncils

lleijing office convened an interna-
tional senlinxr k) chrify Chirur's ncw
chcmicJl-registration proccdures.
About 70 peoplc prnicipated io thc
technical discussions, rl'lrich were
aimcd at urging China's Nari()nal En-
vironmentaI Protccti()n Agency
(NEPA) an(l the Ministry of Chcnrical
Industry l() sinplify nervly issued
inrp<lrt clearance pr<xcdures f<>r firr-
eign chenricrl prorducts.

Al issue re NEPA's May rcgula-
ti(rns rcquiring firrcign manufacttrr-
ers ()r their ugents t() suhmit de,
uiled clata on cach chcmical they
scll in China and pay I r>nc-time
fee of lround S2.ofi) pcr producl.
They then recci\'(, x registrati()n
permit thxt can lx'uscd tr> clcirr tlrc
prrxluct thr<lugh (:ust(xns f()r fivc
vclrrs. lrorcigrl chcmi<al Conrpirnics
havii fr)und r'onrplilnce costl,t. and
di[li<ult, lrorverer, !1,](l clxinl thJt
rhc rlat:r rcquircd to fulfill Chinir's
rcgistr:lli{nr rcquiretncnls in(lLldcs
conlt<lcntiul in[r rnnlrtion.

'l'lrr-, (irrrn<il :tn(l tltr nlilj()r I S,

Illrr)l)r,iln, anrl.lalrancse r'hcnrical
c(nrlpunics rcpfcscntcd :rt tlt(. (()n-
ii'renr'c rccornrncnclerl that Chincsc
ollitirrls ntrtlifv tllc rrllistrati()n pro-
cctlurcs lo p()l(.(t p()prictilrv tnli)r-
Il]irIi()n, un(l trrgccl thlrt tunher nc-
g()ti:r ti()ns l)c llel(l rcg3r(ling
rcgistr:rtion li,t.s :rntl the sprcific
rhcrtricJls tlllt nccd to l)q regis-
tcrcd.

Council Exomines Chino's
Environmentol Agendo

'''l-lrc i<lca rnd nrlin tonccpts of
(,hina's Agcnde 2l rrill bc incorpo,
rJl((l inlt, Illr'\rnllr Ft\(.\-(,.rr Pl:ln.
..tirl l.rtt l't rzltt , (lire( lor ,)l (:hinx i,

Agcndr 2l Adnliniir:lti\c (:cnltr, irl il
I)cccr)lbrr ntcrting sponso(d b\- tlt(
( i)uir( il. l,iu nrcl $'ith r ckrzcn nrenrbcr
(,rnrl):llli(,s rn V':r.lrrngton. JX t(, rirs-

r rr\\ lllC {r.l (,n\'irrn)nt(.r)t:ll pr'ri(,(l\ [ri-
()ritizccl uncler Agcrr(h 21. (lllil):l s nl.s-
tcr grllrn lirr su\txrnil)lc (l(\,(lol)ntrnt
rr|cr tlrc nr:xt 15 \'qrs (rice 7h(,(.?rl?.

.l(tl)-Augusl 199-1. p.llr. l'lrc t)r()i(.cls
corr'r lr s'idc rrngc ol prohlcnts. in-
<1u<ling intlusu irl Irllluti()n. sustxinilblc
;tgritulture, lnrl ghrbul clinutr clrangc.

l-iu strcsstd thal China is prcparecl
to finlncc 60 Per(cnl of thc ovcrall
pr()iecl c(,str', ancl $ill l<xrk to intcr-
national sourccs lirr thc rcrruindcr.
Ilr' .ttl.lt'tl tlt,rt urrrr'h ()f Cltinit s

V:()rld Ill nk, Asian Dcvrl()pnrcnt
Bank. antl I lN I)e\,ck)ptncnt lr()grutn
lirn<ling rrlrlcl lr channelcd into the
pri()rit! pr()je(ts. crc ing n!\r' ()pp(n'
tunitics fi)r lili c(nlsultxnts in(l c(luip
ntcnt providcrs. llc xls(, n()lc(l tllJl
(.lrinil is (()nsidcring sclling up it:,
()\\'rl \'(.rsi()n ()l tllc t'S Superfilnd'
tr) r'lcln up h:rzlrrlous ancl Ioxit'
s'irstc site\.
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couNcrt AcTtvtTtEs
AAembers Snog lnfrostructure Controcts

S()nc J00 [iS business c'x(,cutivcs
I()oking for opponunilics in China s infra-
struclure rlevc.krpment mct with 150 se-

nior Chinesc Sovcrnmcn( antl inrlustlv
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I Doug Rondollond Piero Telesio leod

fie Chino Proiecl ot Boston-bosed
Northeost Consulting Resourc*, lnc.

They ossist componies develop shotegic
plons for Chino operotions.
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to consuming regions may be weighed
down with burdensome dutirs, fees,
and pr(ssurc to pay hribes. Foreign
companies that spent years building ex-
cellenr relations with the central govem-
ment and State-owned enterprises may
6nd these ties useless or even harmful.
a$ rancor against the center re-emerges.

ln the -l\{uddling Through sccnario.
the oveniding risk is created by govem-
ment instability, which could threaten rhe
stability of China's markets and after cur-
rent econ()mic norms- Foreign investors
could find their access to foreign ex-
change curtailed, for examplc, or en-
counaer other dificulties if their ckrse pr>
litical contacts suddenly fall our o[ [av()r,
even temporarily.

Insubility is not the pdmary problem
in the "Asian Power" scenario; rather,
excessive control imposed by a govem-
ment seeking t() use the ec()nomy to
firnher its political aims could hun frrr-
eign investors. Such an environmcnt
will favor cempanies that have close
links to the govemment, and may prove
inhospitahle to those thrr do nor. Trying
to break into a market or obtain financ-
ing without the govcrnnrent s ap-
proval----oven or Iacit-will likely lead
to frustra(ion, and. ultimarely, failure.
But Vestern frrms in sectors that help
the government maintain control at
h(rme and proicct its influence abroad-
such as atmaments, tranltponati()n, or
telecommuniclltions-coul<I probably
survive. lndusrries thal promote goods
or a lifestylc this government would
likely fron,n upon-flas f<xxls or popu-
lar music, for example-might have to
walk on eggs.

Although the Chinesc economy contin-
ucs its strong growth rate in the "Gk)bal
Pow<rhousc scenerio. tltere ilre mai()r
risks assrx iated with opcruting in ;l frec-
u'h(elrnB ec()n()nty whcrc thc c(rmpcli-
tk)n is intcnse. In all likelihcx)d. price will
he tht prirnrry besis rrf 1116p"1,11,rn
Chinas rcgulato.) lrcdics nill probably
not go lo.lny great length to protect
lrrand namcs, intelleclual pr()peny, or
othcr pr()prietary asscts. lmitators qill
al-xrund. offcring inferior consumer and
industrial products sinrilar onlv in appelr-
,ncc to lh()se sold by thc tnai()r compa-
nics. A frec-q,heeling cconomy u'ill als<t

bring llx)ut greiltc,r risks in thc financial
markets, as the safcguarcls built ol'er tlre

years in the \0(/est and Japan will be lack-
ing or inadequa(e.

Managing these various scenario-spe-
cific risks will depend on a panicular
company's goals and corporate charader-
istics, as well as on the industrie:r ir oper-
ates in. Fast pay-back projeos will be a

safier bet than long-tefln invcstmcnls in
"Muddling Through," for example. A
business with close relations with na-
tional and lcral leaders will be relatively

Are we oll being

overly opiimistic obout

Chino s future?

insulated against the xenophobia that
prcvails in thc "Asun Powcr" scenario.
And, inyestors with several regional ttases

will be able to respr)nd better to the sep-
arated markets in "Fragmentation" than
those with cenx-alized operations.

Shohgirs for mo*a emy

Since no one can know in advance
which of rhese---<lr tny other-scenario
will come to pass, a foreign company
considering invcsting in China must lirsr
decide why it wanrs to be in China and
whar types of risk it is willing ro take. As-

suming thar a company believes rhe po-

tential opponunitics ourweigh the sks,

thcre are two hasic strategies t<l follos.
The first. testing the water,'involves

Fx)slp()ning mljor projccts until therc i:'
greater confidence about China s future
directk)n, but has the firm makc an initial
cr)mmirmcnl to estalllish its prcsence in
the Chinese markcr. Thc second strategy,
"diving in,' requires a company to bet on
crne of lhe future scenarios and act ac,
cordingly (.see Tre CrR. Septemherocl(>
ber 1994, p.10). Thc company assumes
full ri$k if a differenr scenado cmerges.
However, i[ its het is c()rrect. thc c()m-
pany gains thc benehts of being an early
player in the market.

The amounl of risk associatcd with
each of these two strategies is, again, dc-
pendent on the conrpany and thc indus-
try. On the one hand, ln oil compaoy,
ser..king trr pluy u mrjrrr rolc in Chin:r
would probal>ly c()nsider the tesrinl{-rhe-
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watcr approach too passive, since the
lack of a major commitment to China
could shut it out of one of rhe last re-
maining repositories of large-scale oil de-

Fx)sits. On the other hand, a consumer
goods company that relies on the emer-
gence of a large Chinese middle class
might be ill-advised to risk diving in be-
f()rc it is cleJr lhal such a middle class is

in fact taking rq)t. Regardless of which
strategy a company chooses to adopt. it
can take a number of actio[s to reduce
the riskri ass(rciated with its choice.

Coutious fir* sfps

Thc greatesr risk associated with the
testing-thc-water appr<rach is that a com-
pany will lose out on lucrarive opponuni-
ties to more fearless competitors who opt
to divc into the marker. Firms taking rhe
more gradual approach can mitigate the
danger o[ losing the first-nrover advan-
tage ifthey follorl a feo,guidelines:
I Learn about ChtrE Only compani(s
actually doing business in China gain an
understanding of rhe subtleties of Chi-
nese culture and business practices-
krowledge nccessary lo avr)id col,rly mis-
takes. One US company leamed rhc hard
way thal it should have paid more atten-
tion lo l(rdi customs \.hen it lxunched if.s

local ofhce s <lperations on China's grave-

sweeping holiday. Lt,t-al residenLs and of-
ficials avoided the grancl opening, believ-
ing the date tu he an inauspick)us tim(
for the Americirn company to be se(ing
up opefati()ns.

I Talk yourself up The righr sorr of
puhlic reLti()ns cJn Jnracl grxxl husiness
partners, governmcnt officialli, and in-
veslors-and help build a markct, too.
Launching r puhlic relations campaign
extolling y()ur company's viflues over
other foreign companics will raise your
profile and help convince govemment of-
ficials and prospeclive business partners
that vour company has the best mix of
Icchnologies, marketing skills. and man-
ilSem(nt cJpahilitics frrr lxal conrlitions.

In rddition, hxving rhc riglrt contacrs
cxn impart a favorlhle inrpression of
rour comprny s capabilities, even if )()ur
firnr has yet to set up l<ral operations.
S()mr. ()f thc m()st su(('(ss[ul foreign
companiei in China have tteen known
to hire l<ral personnel t() reprcsent their
intercsls at go\:ernment and industry
functi()nii. Visits b) a CEO can br panic-



ularly hclpful in estahlishing personal
contects with governmcnt and business

leaclcrs.

I EstabUsh a local pr€s€nce vhedrer
()r n()l J (1)ntpiln)' is rearlr trr inrcst in x
China venture. in nt()st circumstrnces es-

tahlishing a krcal office or even a snrall-

scrle cxport ()r imp()rt venlurc can
dcnxlnstrate c()rp()rrte c()m,uil,nent t()

China. Having a locll presencc also
givcs thc f()reign firfir a track rccord
upon whirt to huikl. rrsrrally:r plus in
thc eyes of the Chincsc llovemnrent and
p()tential pxnners *ten thc titrre conres

to comrnit to a more suhstantial long-
temt inYcslmcnt.

Base.l o extet\.itv irteni?1./"s u'ilb <trcr
7a) let ding (,:hiq e]{/c,r.r it? l,llJin(\s. 8(x.
.'ntm?t , rcsearch iL\lilulc]t. dnd q.ade-

itiq bolh in lbc ( ttit?d Sl/dlcs 4ru1 the

I,RC, ue ltdtv ctit$tnrctc.l Jltt' scet,/,rios lo
dqict Chito i,t tl.tc )v.tt 2olo. Tl)c fitr-
pos.'oJ lbesc scerutios is ,tol lo pr?clicl

Cl)ita s i.nurv. bul to lLsenl t\Diotls lx)s-
sibilili.'s thdl cafi bclp ,n uag.'ts (ryxt,kl

tbeir tlrilbi,tg tlx\n Clrint.

. SHUTING THE DOON
In rhis scc[ario, China s lailurc to sustain

itr pilce of cconomic grotth in the htc
1990s (auses a prccipilous drop in tltt'
stlndarrl of lir.ing ancl nukcs thc' popula'
ti()n wxn of rcli)rnls. The <r.rllapse ttf tlrc
econorn) ivirs ftrlloscd lt1' cifil strife,
p(nnpling an authoritarian nriliten' gor-
crnmenl lo tilke ()\cr in the hopc ltf
restoring order.

Thc govcrnm('nt, bllrning lirrc-igrrcrs

lirr dre llrilrrre of ccrrnorric refirnrrs. hllr
nithdrasn Chin:r fronr thc internali()nlll
arcn:1. (i)ntads $ilh llre ()utsidc \\'orld
havc lrcn reducccl trr r orinirDunr, lc:l\.
ing onlv a [eu'lirrt'ign \-cnlurc:' in indus-

trics considcrccl vitirl l)\' ihc g(,\'cmrn.nt
sclere rcstri(1i()ns on thc all()(xti()n ()f

lirrcign csr h.rn8c l).rtc r))J(l( oprrrtrng tn

tllrinu r rrtttlllr irttPos:ilrlc l','r li,r('lgn
a(nuplnicJ. l\l()st ()\'erscls (lhintse ha\c
rlrunckrncd lhljir uxp(,n-()ricnle(l in\ cst-

nr(jnls, cllusing r shxrp dcclitlc tn expons

Ilcc:rrrsc ()l ils stxgnxnl tc(,n{)tnv.
(.ltinJ rcnlair'ts a lers-clcvclol^-cl corrntn.

tn

\\ith nr()st rural regions pnclicing lrlrdi-
tionirl aSricuhurc. The parantount c<>n-

cerns o[ thc population are food and
housing. Populalion gros'th and migr.r-

lron Jre (ool:rined. but <-rnll bv dl:lctrnian

measures ()n thc pan of ruth()ritics. The

country's infr-lstructure rearains inxde-
quate ancl antiquated.

. FNAGMEMATION
ln this !'isi()n of thc ftrture. scvcre cc()_

nruric disparities iLru()ng dif'fcrent Plrrts of
Chinl havc causccl politic:tl and s<rcial

stril'e. In its $'lkc. China has hnrken trp

in(, \'inuall!' auk)n()D'rous rcgi()ns $'ilhin
a ltrrrc nuti,tn:rl tc(lcrJli(,n: c:tch rcgion

prrrsues its (x!n ec()n()lrli( dcr'el<>pmenl

p:lth.rnd rnrrinlains a scpirrirtc ll(x'cfll-
mcnt. lcg lslslcm, and nililiil. Regionrll

forccs gu:rrd lxrrdcrs aglinst rnlrssi\'c lnl_

nligrtti(rn t()m ()lhcr rcgi()nr irncl occa_

si()nirl miiilurv skirmislrcs lrrcak ottt.
Guungrhrng. l:ujian. I k)ng Kong. ltrd 'lii-
\\'Jn llhc l:lltr'r l\\() lllvrng lrcrrrlttc setni_

independcnt l)rovinccs ()f Chini) ,rt
xnrong lhc llrst lo .ieek ancl ol, tain imlc'
pendcnt st:rtLrs.'logelher. thesc pr^'irltes
li)rnl thc (()unln s rlt()sl pt'ospcrotrs te-
giorrul bkx.

llciiing, ricucd l)\' (nrlsi(lch ils il s(:il
of tornrlrliorr rrncl cconootic' nlisturntgc'
nrent. nlrrninltllr rcnr:tins thc crll)ilJl ,)f
(:hina. hul its le:trlcrship i\ \ccn !\.1 "PJ-

prr cfirl)cr()r'. 1)cspil( ll(lings ()l ntislnlsl

Irtrrtt'lt Ur'rirttlt :rnrl tltr' r.rrtrtrs rt'(iorr:'
\ithin (.hinl. tlrcrc is slill !l (() sctls[ls

anl()flB the gencriLl lx)pulatk)n tlt:tt China

sh()uld continue to exist Js J nJti()n in ()r-

cler to rrt:rin po$'er lml prestige in lhe
rlorld.

V ith their [rce-s her.'ling e.r,nonri('\.
lhe ri(h c()astnl rt'gions offct exccllcnt
()pportunilicr' lirr foreign invcst'lrent.
Thcsc rrgitns arc Jctile in intcmationlll
tradc and corrrpcte u itlt eaclt olher fcr<r

cbusly tirr lirrcign rnarkcts. P(x)rcr intc-
ri(,r r('Bl(nrs, in ( (,nlrasl. rr.'tttltin r'tr rnr tllli_

calll insuletctl from n'orld a[[rirs lnd
s(nnc rct!in auth()rit rixn gt}\crntncnts.

other inl;tnd regions lurc helter, us

c(llnonlr( pr)\p(ril\',!n(l ()l)l)r)flunilics

spill oler from c<xstlrl nreas. wilh lhe de-

vcltryrrent o[ helr.,v and light industry,

somc of the ilrtcriot arcas lxgin ttl hlos-

sonl. ntttclt likc thrir rnrtrc Progrcsrivc
colstal nc'iglrhors dirl carlicr. In sotnc

crses. hr>s'evc'r, the iu\llrPositi()n of
ncalthl'lrrd p(x)r rcgi()ns lcl,,ls to itle<>

k)gi( :ll ln(l eeon(nDi( conllirli.

O MTJDDIING TIINOUGH
This sccn.rri(, envisions Cltinr's politic:tl
lc:ldcrsllt) as hcacling in no dclr clirt'c-

tion. l'()liti(xl stmggle. ilt al) lelcls of gor -

rrnnrtnt lnd srthin tltc rnrlikrn. ('(,nlin_

ucs t() pit lr pr()'\a cstcrn frtction ltglinst r
nl()rc (r)n\(n irtivc. nati()ntIsl aliquc sc(k_

ing t() nriniruir< fi)rci8n intcn'.nli{)n ilnd
(')i(fl 8rc.rl(1 r(nlr.ll :tlllh(,rrlr 'lh(r( ii. in_

tcnre rirllrl' :lDr(nrg tllcsc t$() flr(lions.
rvhich are cssenlirlll'qulsi pxflics. s()nrc-

tinr(':' this ri!'xln spills ovcr inlo nrass prr

Chino 20r0

Toking the plurye
C()mpanics clr()osing to jump in rather

than test the China nrarket cxutiously
tcnd to hxYe a dcfinitc vic\\' of what the

lirltrre will lrring, and are prepiLre<l to act

accorclingly. 'l'hese firms need to takc
clilfcrent steps fr<lln thosc'just nlenli(n]ed
t() nrinirnizc the risk of l)elting ()n the
\\'ron8 s(cndri(). A f,rreign teler'r rttrnrtr n i-

c.lir)ns.r)mp:lny thrt trulv l)qli(\c:' in

thc "Asian P(xver" \'ieiv of China, f<>r ex-

ample, nu1'create a strategic pannership
q'ith the St tc-oN nccl telephone monop-
ol; in order to lr<r>me China s prclerreci

foreign supplicr. If thc (lk>[>el Porver-

trorrsc sccnario werc'to unf<rld instcad,

this compan) might lrc lefi behind us

competitors move in to offcr highc"r
value-added services such as mobile
telecommunicirti()ns.

A nunrtrer of lctions can reduce the

risk of ending up in troublc should the
wrong scenark) evolve:
I Exchange h6tagEs ln $is str.rtegy, a

foreign c-ompany invesl.5 in two joint ven-

tures at thc samc time $'ilh drc sanle Chi-

ncse panner: only one venturc is lo,cated

in Chinr. u hile the other is in the f()rsign
panner's home country. lf lleiiing cxpr(>
priatcs the foreign panner's China invest-

mcnt. the lbreign compan.v $ould al lcast

bc left with r.laim xgilinsl its panner's

l6 The Chino Bu:iness Review . Jonuor/ - Februor/ 1995



investment abroad. In all likelihuxl. the
Chinese partner would be willing to
swap assers to maintain access to hard
currency marke.ts outside of China- The
foreign panner adopting this approach
uould also enjof Sre3ter bargaining
power in minor disputcs oith its Chinese
venfure.

I LlDlt your fura[clal stal.€ Minimiz-
ing your equiry inv(stm(nt in China
helps reducc cxposure to both political
and business risks. The foreign pany's
coniributioos to a Chinese venlure can
consist of technology, management,
skrlls, lncl experienc(', rrlh(r thiln iust
cdsh,

Companies pursuing business in China
have a gnlwing number o[ financing <lp-

tions at their disp()sal. If the inlestment is

large enough anrl thc krcal panner is a

State-owncd enterprisr, lhe Chinese go\-
ernment miglrt issuc financial glrarantL'es

for the proiect. Private investment banks
also funcl projects lhat promise high rt-
wards. A joiflr vcnture sith a crcdiblc
record in China and lhc ability t() meet
foreign listing requirenlcflts rlight cven
be uble to scek funds for a n]ilj()r capital
expansion on a st<rck market <>ut.side of
China.

! Befrlerrd the government Furure sce-
nJri()s nuy n()t tliffcr rnuch fr()m t(,J:ly ln

one regard: as gritical shifu in China <x'
cur, companics have to be prepared to
ride out rhe changes. The primary chal
lenge in the China of ton]orrow. how-
ever, may be figuring out which govem-
ment leaders-and at q'hich level of
government-to hcfriend. ln lhe -A\ian

Power" and "Shutting-Ihe-Dq)r" sccnar-
ios, a strong cenlral govemment controls
the economy. and foreign investors with-
out ckrse ties ro Beijing run the risk of
not receiving adequate urilities, lak)r, or
even market access. [n the "Fragmenta-
tion" outl()ok. provincial and local gov-
emment bqlies have the pr>ner. In the
''Muddling Through" sccnario, power

liti(:ll prolesls and bkx)dy c(rnf()nlxlions.
The altemating influences ()n govcrn-

nrcnt perroclicalll prrsh th< country in
()ne direclt)n or lhe ()ther: liberaliation
or cenlruliziltion of economic and fx)lili-
cal acti!'it,. fhc rssult ()[ tllis ((nrrpetition

is errutic e('()n()nic gr()\\lh. Chinil s L,con-

oml nroves b1 fiLs ancl stans, shifting bc-
t\\'ccn pcri()ds o[ prospcrity antl ltelt-
tightcning. Ntr,enhcl<'ss. the lxrltirhcc as

s'cll as hrrsinesses hlr'e karned to cn-
(lurc llris in5l l)ilil.i'.

l llough thc Clrinesc golemnrent real-
izes that lorcign tnlde rnd invcst,r)cnt arc
nccclc<l to sustuin irncl btrild the counw s

c(()n(,lr\'. thc dcFr(r. lr) rr'hirll f()rcrNn
p:lni(ip.rti()n is encouragcti dcltcntls on
lllc Fadi()n ol the day. hcccl rvilh an un
('(rlJirr fulrrr(. SIrl(-r,\n(Ll (,ot(,rprtrr(.{

tend t() cnar)xch rrpon cach ()lhcr's turl
lith rc,<klcss alxnckrn, mlking it tlouhlv
imponrrnr lhxt forcign 6rnrs chrxrsc thcir
(:lrinc\c I).rfln(r\ \\'illl Il)(, lt)x,\t ('.rr(.

O ASIAN POWER

In lhis sccnario. Asiat s tq{) nlli()r p()\\'ers,

Chin.l .rD(i -J.lpJn. rn.rintJin :rn inl(,n'(. ri.
valr| for lcldcrshil) of thr Ptcille Rim.
(lltrD.r l':rckt:cl lrr :.rrl::,t:rntill rc,'norrric
xnd tntlrtJn prN'cr, (l(rtrJn(ls .rD r'\'('r-in-
crcxsitt8 r(,le rn AsixD rrlf:tirs. Bolsterecl hr
lh(: (a(nr(xni(' strcn$h ()[ p()rpcft)us cth-
ni. Chinesc coDnlunitit-s lhr()uglt(\lt Asix.

Chinx's influcn(c extsnds rvcll llc)ontl its
g<rgnphic lxrrdcrs.

Chinr is drircn l)) a visi()n of itself as

thr leirr.lcr ()l Asix 'l-his tisiou has
i'lr('nslllcnc(l tll(. .lurhr)rit\ r'[ thc Bcitrng

l{()\'crnrnent rclalivc t() ltrr|inci;rl ;rnr.l lo-

cal governments. To lchievc China's
goals, economic fllighl is a pri()rityi to
this end. Beiiing has firnned ln industrial
plrnnins hod) <omparrhle l().lapan (
Ministry of Intcrnrtional Trdde and Indus-
try during the 1960s and l9l0s. Vhile
go\'emment sds lht:rgcndil. husrncss is

viesed as a Frs'erful trxrl ro llnher rhc
lcadeship's ambitions.

Thc Chinese populrlion is asked bv
Ueiiing tt) nrakc sacrificcs-such as cn-
dure linrits on *'lges and rcstrictions on
impons anrl c()nsunler goods-ro help
thc countr) cl.rirn J d{)minrnt r()lc in
Asia. P()pulation groslh ,nd migrrrion
arc kept in chcck bl various forms <rf

g()\'ernmcnl intcn,enti()n. L bor uili()ns
arc irls{, strictl}' c()nlr()lled.

Tlter(' is l lrcrrlcn(h\li in('rc.r\s in in-
trr-rcgion.rl trrclc ls thc nurk(.t\ r)l lsiJn
c(()n()tltics eontinuc l() gro\'. 'l'hc Eur<>

pern Ilnion lnd N,A,lrl'A har c contributed
t() this rcgiontl tra(lc g()\\1h l'rv incrcls-
rn8 thcir (,\\'n r(,sln('lxlrljt on Ar,i.rn inr-
pons. l'()rcign invcstnrcnt in China lrorn
()lher,{sixn countries is givc.n preli'rcnee
()rcr invcstrl(nl front (,utside Asia.

O GLOBAL FOVERHOUSE
U'itl) irn in([lstriirl lusr dc|rxccl tU hlxrr-
ancl skill-intensirc industries. (lhinx Ilxs
llccrrntc ln c(r)n(rnic \Lll)erp()\\'cr lLtllv
i lrEr;rlcd into tltc sorkl ca()n()nr\'. A

lrttgt .rnrl gros ing rnl(.rnJl r.lrk(.t (r)nlirr.

Ltcs to lrrcl trrrnonric tlcvclulrmcnt :rnd

l)ro\l\(.rrt\-.1\ rrr.ll .r. tletnlnrl li,r rrrr-

pons. Ea(rr()nric gr()$th a()utinucs l() l)c
str()ng. llu:,iness (\1lc\ tr( n)itigJlcd l)\'
c\cr incrcusing sxles l() e\lx)n nlJlk(l\

In thc eyes of most o[ irs populatk)n.
China has hcen restored lo its rightful
placc as onc of the world s great pxrrvers.

Econonric dcvclopment hns givcn lhe
urhJn p()pulJIi(rn :t sttndxr(l of liting
conrparable to thlt of Soutlr Korea in drc
mid-l9ttos. As inc()mes havc risa'6. pqypu-

lation gr(,wth lus l:een contlined. Thc
growing middle class has become accus-
k)nled to high-qualit!' c()nsutrrer goods.
The rurll popr,rlllkrn hls llso benefitcd
fronr rising inconres.

Brtrh the Fovcrnnrcnt xnd miliuo rc,c-
()gnizc thrt continusd ccon(nric gains arc
criti(:ll t() their p()liticrl legitirDirry. while
econonrit' nrrtt(.rs r(nuin }teiiing'r pri.
rlrirrl c()nccrn. it ltas gradulrlll' grlntcd
(itizcns s(nnc potiticul frccdorn. .{s I re-
sult. tlte nrid<lle elass is rn()re politicizctl.
lalxrr is rrrganizcd. and fumlirnrcntal civil
liltnics urc guu nlec.d l lrough nrl <lt'
nrocrirti( in tlrc lill \\'estern sense. a firrnr
of represc'ntirti\c lq(^'crolncnt hils l)ecn
intrrduecd:rr lrorh thc centrll irncl
pror incial lcrtlr. A tolerutcd ()ppositi()n

l)xm hds crncrgc(l irn<l its rcprcscnt:rti|es
halc lrccn clcctctl to ussrntlrlics. tl'rouglr
n() (ntc cxpe('ts it will c()ntr()l the n!ti()n:tl
g()\'arnn)cnt in thc nc r [uturc.

Cltinr prrrtiriP.rtes lullr :r. .r nr:tjor
p()\'cr in inlsrnJtion:rl clrganizations and
n)rkcs its inllu(n.c lclt. dx)ugh it is (xrc-
ful not to llrx ils nlilitan nrusclt'. lt lrrrs

surpasscd _ll1'[n in industrial ()ulput and
hili' l)c(trn!, the $orkl s orajor tracling na,
li()n. F()rci{n invcstrircnt lus btclr lilL.ftll-
izcd. \\-ith 100 fxjrccnl li).cign ()rvncrship

lrllorr'ccl in urosl indrrstries.

-l)(,ug R.ulk l at,ul I'ient Tr{*kt
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shifts altematively between opfnsing fac-

tions in Beiiing and berween local and

cenlral Eovernmenls. making it particu-

larly difficuk fcrr foreign inves()rs to ,ug-
gle all the riglrt connections. Therefore,

compani€s need to keep a close eye on

political developments and should not
neglect a Chinese leader who falls from
gracc. es he could h< back in power in

the future.
! Make yous€lf Impqtart The more

imp()rtrnt your lrrrsiness is lo China s

economy, tlle m(rre the Sovemment is

vesred rn your firm s success. Evcn in
the "Shutting-the-Door" nrqlel, the nrost

severe o[ the sccnurios, foreign husi-
nesscs in essential industries such as

telecommunications and encrgy can sur-

vive in China. Foreign firms can makc
themselvcs indispensable by ensurinB
that their investmenls upgrade an entire

industry sector, rather than a single
plant. The Soverflment is also more
likely to prorect proiects involving large

amounts of capital, as it would be a ter-

rible loss of face if these proiecti were

to fail.
In any of the scenarios, h(rwever, wise

investors are careful not to give away too
much too quickly. A US pump manufac-

turer recently leamed the hard way of the

danger of transferring advanced technol-

ogy too readily to its Chinese ioint ven-

ture. After the joint venlure shned manu-

facturing the Us company's proprietary
line of pumps, the Chinese partne'r
prompdy introduced a competinS Iine of
similar products, which sold at a frac'tion

<.rf the joinr venture's prices. Foreign com-
panies should maintain tight control over

crlical technoloSy or components, but
need to plan for a gradual flow of new

technologies, producLs, and skills to keep

their products at the cutting edge of the

Chinese market.

tiloinloining Reritilily

Today, China's future path is far from

certain-none of the frve scenarios can

be excluded. and other outcomes are

SrnerucrEs FoR Busmnss SuccESS IN CHINI
An on-site executit)e program for senior ffiandgerc uho baue responsibility
for deueloping new market opportunities in the emerging Chinese econofiy
April 30-May 74,7995

KEY PROGRAM FEATURES
. karn how business is really being conducted in China

through off-rhc-record mectings with kcy government
and business lcaders.

. Gain access to the network of Chinese officials whose
jurisdictions and decisions will impact your busincss.

. Enhance your undcrstanding of thc protection of intcl-
lcctual propcrry rights, the enforcement of tradennrks
and copyrights, and thc Chinese concept of "intellectual
properry. "

For fu*her information, cofltact:
Office of Executive Education

The Amos Tuck khool of Business
Dartmourh College

Hanover, NH 03755-9050
Tel: (603)646-2839 Fax: (603)646-1308

. Lcarn firsthand, from thc most successful foreign firms,
how to set up markct entry strategies, dist bution net-
works, and joint vcntures.

r Meet with Chinesc economists to lcam thc rcal facts
about thc rcforms that are changing thc economic
landscape.

Sponsored by

TUCK
AT DARTMOUTII

o-I UFTS UNIVERSI IY

The Fletcher School
of Law and Diplomacy

74!

It1ilw

r8

possible. Vhether a company chooses to
test the watcr or dive riSht into China, it

should keep a constant check on the
busincss environment and political
trcnds. vithout careful monitoring, a

c<.rmpany might remain stuck in a peren-

nial test-the-water mode a$ all its com-
petitoni swim ahead. Monitoring also lets

the divers know whether they are on
track or if mid{ourse correc'tions have to
Ix made.

As evcry manager knows. thr: futurc is

teeming with unknown ri$ks-as well ar
()pportunities. Thir' is cenainly the casc in

China, where momentous changes are crc-

curring at an unprecedented pace. Some

of the uncertainlies may appcar less

daunting if a company is familiar with the
polential risks and stratcgi( s lbr managing

them. Granted, scenarios do not necessar-

ily prtend the futurei they merely depicr

different views of what the future may

hold. But they are valuable in making us

think explicitly and creatively, as we ex-
plore the implications of "vhat iP" *'

Chlna B{dno&r Forum
U.S..chln Butlno!3cgurcll

Ihe Chino Business Review . .ionuory- Februory 1995



FOCUS

k n n CN

As the coost grows more
interior moy not seem so

Serge Vermo

expensive, Chino's
dounting ofter oll

rapirllv dcvcl<ping infrxstmclurc. B) cdnpxrison. lhc Ilinist,l

VER TT{E PAST I5 YEARS. 1\ITI(]H OF CHINA'S
f()reign investment has g<tnc t<t coastal arels, where
tirrcign finrrs *,ere aniirclcd h) prefcrenlial tax p()li-
cics, eilsy access to trained lalxrr, xn(l the regi()n s

e\,cn hettcr invcstnlent ()pp()nunities in
the liture.

Tfie coostol bios

Beiiiog s goal of l)rioging rhe inhnd
economy up to speccl may not he clsy.
as its Jxrlicies lrave long flrvorecl dtvel-
opnrent r:f the coast. 'l hc krgic lrhind
thc c,Hrt:rl stnlt(,15 r\iljr lltxt (.(r)n{rnric

growth and del'clopntcnt'"rrrr.rlcl gr:rclu-

llly trickle inlancl to the interior re-
gions. The (o:rstrrl .rrt,ls, u hir lt :rlrr.adv
hrd belte"r infrlslruclurr: concliti<lns
thln most inl:rn<l areas lo lxgin q,illl.
were funhcr lrrxrstc,tl in lhe l9tios h)
tlrc estrl.)lishnrent of Spccill Econrxtr<.
Zones (SEZS). ()pcn (i)ilstill (lities. .lnd
llcononric ancl 'lechnologir al Devekryr
nlcnl Z()ncs ( L:TI)Zs)-llll ()f which
rvcre dcsignccl k) ltr:lct li)rcign invcst-

nreDt (.s(? 7I)(,(,IJR, Novcmber-De(cmber 1991, p.l{).
'lhc spccirl zonc policy paid off very well, ar leasr f<rr

coirstlrl arcas. (llrinas overall GNP gro\\th ratc avcraged 9
pcrcrnl ()\'cr the pxsl l.i years and cl()se t() l -.1 perccnt in
199.1. l'et, though Gulngdoog s econonty greN by over 20
pcrccnl thxt vear. inlancl pr()vinces likc (;uizhou lncl Ningxia
regislc'recl (nrly 9 and l0 pcrccnr gro\.th. resFcrively. \flhile
thc c(rastal cconomv hes lrcn ntarkecl by value-acldcd, ntar-
ket-(lri!cn inclustrics. tlrc intcrior ccononrv rcrruins largcly
cxtrilcti!'e with vc4, little vrlrre-addc.d prrrluction. olfering
tcrvcr econonric opponunilies lor the tecnring population.
Inlpr()\'elrlents in :rgriculture n]cchxnizati()n. trllnsp()nali()n,
and comnrunications, rn()re()vcr'. iritve only macle ntltny f_lrmt

of Frrreign Trade and Econ()mic C(x)p-
eratt)n (MOF|EC) calculatcs rhar for-
eign invcstment in the inrcri()r-Inner
M()ng()lia. Sichuan, Guizh()u, Yunnan.
Shaxnxi. Gxn$u. Qingh i, Ninp(ia, irnd
Xin jiang-reachcd just over 62 billion
in 1992. a merc { perccnt c>f total [or-
eign invcstment in China thtt yetr.

Thc l,RC s intcri()r is cagcr t() attritct
ororc ti)reign inveslolcnt. Beijing is also
l<xrking for wlys to lxrrsl cc()n(,mi(
gnrrrth in thc inlund pr{)r'in(cs. Jnd is

planning to improve thcir access to fi-
nlncing through the creation of thrce
spccializccl blnks establishecl to pr<>

vide loans firr irgricultrrrc, import-ex-
port. and infrasra.rcturc (lcvcl()pntcnt.

lleiiing's dcsirc k) cncor.tnge grorth
in the intcrior rctlects tlrr-- ncecl to rc-
cluce tht- sizc of Chinl's largc floating'
p()pulati()n of uncnrplol'etl nrrll urrrkcrs, m:rny, of s.hiclr
strclnr lionr lhc interi()r into lilrgc coxstill (ilies in scarch ()l'

nrrrk. Aside lnrm thc new spccillizctl l':lnks, tl'rc centrul got.

Jonuory- Februory 1995 . The Chino Business Review

Loo I

ernmcnt has intr rrced [lcasurcs t() enhance lxrrdcr tradc.
open inland infrustruclurc tnd oil and gas p()iects ro forc'ign
pxnicipation. end inrpnlYc tllx in(cntives f()r fbreign in\,estors
in mai()r ilrlilnd citics. Thcse chlnges hlve alreacly nrade Ihc
interior nl()rc .ltlrltclive k) f()reign invesk)rs and may generate

I Serge Vermo is o senior proiect monoger ot The M.W.
Kellogg Co., on engineering/construction subsidiory of
Dollos-bosed Dresser lndusfies. He is olrc president of
Sinokellogg Engineering Co., o l,onzhou-bosed ioint venture
with Sinopet lntemotionol thot speciolizes in the
engineering, design, procurement, ond conshuclion of
peholeum, lNG, pekochemicol, fedilizer, ond other
processing focilities.
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rocus
w()rkcrs rcdundant and incrcxscd lhc
nu,|lh( r .)l Pc(,1)l('s(eking ((1)nr,rlli.
()pp()nunit) in Ihe co:lstirl .lrcas.

'Ihe in(nne gap bctwcen (()rstrl un(l

inland pr()vin(-cs has ;tlso incrt'esetl tlra-

lllrticrlly. ()f6( ixl prcss rcP()ns n()tc lhal

thc strndard ol living in Chin(sc citics
has in)proved sultstantially since 197u.

but arc lcss glowing al)()ut the situali()n
in nrrel inlantl rre:rs (.s(? 'flit,(IBR. N<t-

vc nrber- l )eccml)er 199{, p.22). whilc
url).rn pcr crpita inc(nrrcs in l99J aver-

aged Y2.3J7, rural incomes averaged
only Y921. ()thcr indicat()rs of werltlr,
inclu(ling c()nsumpti()n of nreat and
eggs, als() reveal that livinS standards

Jrc nluL.lr Ir)wcr in tlrc interi.rr tltan in

the wcxlthicr co slalcities.

Chino ot o Glonce
I HEITONGJIANG 9 SHANGHAI 17 JIANGXI

Pr 4-rtrlatiorr
(;l)P
InrP()ni

!:xP{)rts

.16..i r)rill(nl
Y102.ti l)illi()n

:rl,()01..1 olilli()n'

S l.8J l.l milli()n'

Pr4rulltiou
(;l)1,
lnlp( nlr
Ir.xp()nr

I I r:tillron
Ylil I lrillion

Sl().();r)rlrilli(nl
S lJ.9llo nrillrrrn

I,( 
'pulxti(n1(;t)t,

lr)lPr)nl

llxp{)n\

J9 f 0)illi(nr
lr0.-2 l)ill(nr

S221.() nrill(,n
S8riJ.8 nrillkrl

2 JIUN I O ZHEJIANG 18 SHAANXI

I,()pulation
(;t)P
Imp()ns

!:xBn1s

25.6 nrilli(xr
Y(rr.l hillion

S63t):,r',;11,,rr'

S 1..30(r 8 rnillion'

l)( )PulJtt)n
(; l)1,
I0rlxrls
l-\l)()ns

tJ..i rrrilli, rrr

Yl()9.u hillirnl
Sl. l lo nrilli( )r1

) r,J20 )illi()n

Pr4rulltirrn
Ct)P
In)p(nls

tixlxnli

Jr i ll)illir )rl
Y()l ; l)illi( lrr

:il)l) |]rilli()n

r(){)i ) rrrillr(n1

3 UAONING I I IUJIAN 19 HUBEI

l\ )l)ulirtr()n
(; l)P
l,nln n1s

lirp,,ns

r0.1 rnilli{ r'l
] l60 H l)illir )n

:i'.l.lJo nrillirn)

-{6.1l0 0)illi( nr

l)opulxtk)n
(;l )P
Inrp()fls

flxp()ns

-Jl i nrillr,,n
Y95.r l)illi(,r)

Si.0,r2 nrilli()n

S5.ltl5 rnillirrn

l)()l)ulilti()n
(;l)P
lnrl)()ns

I;xp()ns

i() i rnilli(nl
\ I ttB I billion

S l J.lo ririlli( nl

{ I r)S(r nrilli( nr

4 HEBEI 12 GUANGDONG 20 HUNAN

I,()pulxti()n
(iI)P
lnrlx)ns

E\p()ns

(r.] rnilli,rrt
Yl?.9I)illk)n
$J6() nlillr()n

S l.9q) milli(,n

l)()Pul.rtion
(iI)I'
lnll)(n15

Irrlx rns

(r(r rnillion
Yll r billiorr

Sl9.91x)rnilli(nl

.i2r.(I)() Inillr(nr

l,r )pulili( )n

(;l )l)
lorl)( )fls

l:xp(nrs

(r2 i ntillorr
Yl I r.0 l)illirnr
srJ() rlilli,)n

$ 1.(r l0 nrrllirrn

5 BEIJING 2I GUANGXI

I\)puLrti( )n

(lt)t)
In)p(n1\

lixp(tfls

ll rnillion
185 I l)illi( )rl

S l...lt3() nrillr()rI

S L100 !rlill!(nl

l)( )pul:rli()n
(;I)P
IrDlx,ns

li\lx)ns

l.l J nrilliorr
\'.r5 5l)illi()n
!iai),nillx)rl
56io ,uilli( )n

I,{)l)ulJti()n
(; l)1,
lo)p( n1s

[a\lx]r1s

.l.l. l rnilli( )n
Y8.91)illi()n

5r.16 milli(nl
Sl.lli nrilliort

6 TIANJIN 14 SHANX| 22 HAINAN

P()pulation
GI)P
Inlp(,ns

f:xfx)ns

1).J lillxnr
\';l) .t l)illi(n1

S5,(.)0o rilli()rl

s6.({x)rDilli(n)

P()nulxli(nl
(ll)1,
lnlfx )(s

l'l\fx )ni.

J0.l nrilli()n
Y(r t.(r hillion
S2oJ nrilli()n

S6J l llrilli(nr

l\)pulrti()n
(;l)1,
ImP()n\

L.rB)ns

r)r llll( nl
Y.ll) i l)illion

S l.()(rl nrilli(nr

Sq)2 nrilli(nr

7 SHANDONG 15 HENAN 23 NINGXIA

l\)pul:llir )n
(;l)P
lnrpons

lixl)()n.\

It6.r orilli()rr
Ylr0.l l)illi(nr

S1,52{) nrillirxr
S5.9(Il rnillir )n

St).5 tilli(xl
Y liu l)illi(nl

S559 rrrilliorr

) l.J6() nrillir)n

It)pulati()n
(; l)P
lr]rlxnls
llxl)()rIs

l\)pulxli( nl

GI)P
Inrp()ns

tl\lx)t1:'

5lllillii)n
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SJI J nrillron

Sl I I ..1 ntilhrrr

8 JIANGSU 16 ANHUI 24 GANSU

20

6().6 rnillir )n

Y2-5 5 billion
S.l.-.r I nrilli(,n

Si.9i9 orilli(nr
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tocus
Ewning fie score

'Vhilc the SEZs har.e met and ex-
ccedcd lleijing s expectlrlions regarding
the infkrw of firrcign capital :tnd creation
of highcr living sunclarcls in the coastxl
:lrcrs. tlle Prr)n)i\q lhxl llle\(. (('()nomiC

ber of policies b give the inland econ-
omy a txxrsr.

First, Bcijing has extendcd the open
city concept to selected krations in the
interior. Some inland cities are now able
to offer thc slme ()r nearly lhe sJmc in-
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benefits would trickle inland has not
been fulfilled. Chinese economic plan-
ners, wcI aware that funher disparities
betwcen cr>astal and inland ccon()nlic
growth rates could lxxe long-term risks
to so(ial stabiliry. have prescribed a num-
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vestment incentives as the SEZ5, EmZs,
or coastal cities. In some inland cities, lo-

cal govemments have been given broad

discretionary authoriry to enad leSislation

to encourage foreign investment. ,{s a re-

sult, thr:usands of cities all over China are

vying to attract foreign investors.

Not all of the promises offered by local

ofhcials are legirimate, though, and for-
eigo investors €n exped central aulhori-

ties to continue to scrutinize the conces-

sions offered at the local level. L<rcal tax

authorities, for example, can offer con-

cessions on local income lax as long as

rhe investmcnt is in a specially dcsi8-
nated area, but they cannot reduce the

tax owed to the central government with-
out the State Council's approval.

In part because some local govern-
men(s were offering tax inceotives bc-
yond the scope <>f nalional laws, the State

Council in early 1994 closed about 1,000

of the 2,700 special industrial zones set

up by local govemments to attract for-
eign investmen(. Prospcctive fi>reign in-
vestors should first consult MoFfEC's list

of officially approved zones to avoid get-

ting caughl in an invcstment projecr in a

"pseudo" economic zone.

Beiiing has al5() tried k) devel()p the in-

land economy over the past few years by
opening up sectors or areas prcviously
off-limits to foreign investment. For cx-

ample, foreign investors can now pursue

onshore oil and gas drilling opponunities

in the Tarim Basin and other inland areas
(see Tbe CBR, July-August 1994, p.8). tn
addirion, central authorities have sought

to encourage trade between inlaod
provinces and countlies on China's bor-

Beiiing hos tried to

develop the inlond

economy over the Post

few yeors by opening

uP sectors or oreos

previously off-limits to

foreign investment.

deni by reducing tariffs and re-establish-

ing transpon links (s(€ p.2(r.

L(Dking to pick up the pace of inland
development even further, Beijing an-

nounced in April 199,i that the three spe-

cialized banks would prioritize loans and

alloc'ations of funds to the intcrior. As the

Statc PlanninB conrmissi()n re(oFnize\
rhat thc infl()w of foreign cJpital to China

will bc insufficient to fund all of thr:

c()untry's infraslnr(ture need". ChinJ s
nc$'State Development Bank (SDB) is

likely to focus on thc inland provinces,

leaving the wealthier coastal areas to rely
on commercial funding sources. SDB om-
cials, who are cunendy reviewing poten-

tial proiects around the country, are re-

portedly prioritizing four areas for
lending: infrastructure, including develop
ment of railways, highways, and commu-
nicatiorls; raw material industries, such as

steel, coal, chemicals, and oil; new indus-

tries such as electronics; and agriculture
and forestry.

Ille drov,fqcls.,.

Despite govemment efforls to boost in-

frastructure and economic development

in the interior, economic disparities be-

tween (oastal and inland areas continue
to be a disincentive to foreiSn investment
in the Chinese hinterland. To some ex-

tent, foreign investors will contioue to [a-

vor the more familiar coastal areas no
matter what government policies are in
place to help the inland provinces.

Currently, only a shon list of inland
cities are allowed to offer the same pref-

erential tax incentives of the SEZs and 14

coastal ciries. Foreign invest(rrs in
Changchun, Changsha, Chengdu,
Chongqin8, CuiyanS, Hefe i, Hohhot,
Lanzhou, Kunming, Mudanjiang, Nan-

chang, Naniing, Nanning, ShenyanS, Shi-

iiazhuang, Taiyuan, Urumqi, Vuhan,
xan, xning, Yanchun, and Zhengzhou
now enjoy a 15 percent general enter-
prise tax rate plus a full or panial tax
holiday of 3-10 years. Foreign-invested
enterprises (FIEs) established in remote,

economically undeveloped areas can
also qualify for a 15-30 percent tax re-
duction for an additional l0 years. FIEs

elsewhere in the interbr generally fall
into a JJ percent standard income tax
bracket, but ntay qualify for some tax
holidays if they are p()duction-oriented.

Aside from the select citics iusr men-

tioned, more than 25 high-technology
zones, mostly in the interior, are al-
lowed to offer technologically advanced

enterprises tax advantages similar to
those provided by the SEZs. These high-
tech zones are located in Changchun,
Changshr, Cheogdu. Chongqing.
Fuzhou, Harbin, Hefei, Lanzhou, Nan-
jing, Shiiiazhuang, \feihai, !0uhan, xian,
Zhengzhou, and Zhongshangang. Ven-

tures in these zones that are designated
by the Statc Council as high-tet'hnobgy

CHINA or BUST

Expanding your proftable hrsiness to Asia's fastest growing economy
need not be by chanoe. Proven experience will help you separate the
three C's in China: Culture, Connection and Corruption. Partners in
Hong Kong since 1972 with experience in computer, medical,
pharmaceutical, industrial products, construction and real estate
investments. AVAILABLE CAPITAL.

ZIMMER INTERNATIONAL, INC.,
54 Vanderbock Lano, Suit€ 121, Mahwah, N.J. 07.130 USA

201 {91 {824 FN( 201 -8.[&81 21
ln Hong Kong E52-385-4081 FAX 852-3856089

P.O. Box 71158, Kowlooncentral P.O, Kowloon, Hong Kong
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()r nc$'techn(rogy enterpriscs. lor ex-
xmple. xre eliSible for a reduced tirx
rate ()f 15 percent. Equit) i()int venturcs
with tcrnrs ()f l0 ()r m()re yeirrs and dcs-
ignated u high-teclr enterpriscs are als<l

entifird to il t\\,(Fyear t1lx holidev. stan-
ing u,ith the 6rst profitable !tar. []nler-
pflscs l()c:rt((l elscuht.re in th(.int(rii)r
pr()vinces. lxrwever. ckr n()t eni()y Jn)
of thcsc advantlgcs.

In\'csrotent incenti\.cli lsidc, tltere llrc
rnajor <liflerrnces betu een the (rrastxl !r-
ces lLn<l thc interi()r in thc dcgrec Jnd
pacc of intilstructurc (lcvcl()pn1cnt. l-or
exaruplc. thc lack o[ clecp$'ater pons in
thc intcri()r cotrld pose a prohlcnr firr
venrurcs rel)'ing on imponrd inputs ()r

pl;lnning to exp()n [n)sl o[ tlrcir output.
F()reign inY(sk)rs in lhc intcrior nttrst also
eflsurc tlut thr existing $ater supply and
elc(Iricity grid cxn tr)(et thc nccds o[ the
propose<l plunt. Ilorc()\'er, intcri()r Fllls
locatecl fur frorn a railhced nrey have
high transportalion cosls. lLs poor rolcl
nel,rorks in llre inleri()r gcncralh,nlexn
tr:lnsp()rtxti()n by tnrck is skr\-.

...ond bonuses

v'hilc lhe ll(k of infrlstnrcture cen
makc running xn inhnd i()int \,cnturc
eostly ilnd difn(uh, tlrere:rrc clecicle<l :rd-

vilntigcs t() eh<xrsing en inlancl lrcalc.
i\llnf inland inveslors, for ex mplc, find
lhcv cnj()) lrttr.r u<'r'css kr I(\'Jl. tnunr('i-
pll, lnrl PnNincill of-hcials. rvho are al-

Though inlond officiols

con generolly be

counted on to opprove

proiects, they moy be

reluctont to moke

decisions thot involve

i nterpreti ng centro llevel

licies or lows

perccnt o[ the Chincsc llopulltion lives
in thc int(rior. Ilstalllishing new ventLrres

in thc interior can pn>r'idc I ground-fl<xrr
()pponunit), f<rr pr<rluction-orientccl cn-
terpriscs tlut utilize k)w-(r)sl labor rrnd

locally available inputs-slrch as agricul-
tural ancl lirrestry pr()(luctsi-to cnter lhc
Chincse nrxrkct. ln Yunnitn I'rovince. firr
ex nrplc, industrics related to canc sugar
ancl tobacco procluclion erc likell,t<r
tlrflr(. C.rns l)fi,\'in('(. $'itlt tts rir ll nlin-

J Rl w.rs tsr.rblished to help Anrt,rican conrpanics

! with thcir busirress vcntures in nr.rinlirrd (jhin,r.

I ()ur slrcngth lies in undersl.rnding (.hina's businr'ss
.Z .rrrd political environment fRl has reliahlc
information ahout the competition. We.arefully analyze
manufitcturing opponunities, distribution channels and
joint venture relationships.

lRl hns creJred its own ni< hc by offcring a conlprc
hensive range of specializcd t'xpertise. 'l hroug,h rhe
combination of our presence in rhe United States and
(lhina, JRI is uniquely positionecl to cultivate gltrbal
partnerships. Otrr,rffiliate offices maintain close ties to
the business community and provide effcctive support
services for ongoing projecrs-

JRI can arti(ulate your concerns to (lhina to help bring
about quick results. Our success stems from our "hands
on" approach.

lRl has the advantage of a working relationship with
key facrories in mainland China and a broad oetwork
of business and government conta(ts.
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laws strictly. which may mrt $'ork in rhe
foreign investor's favor.

Despite such drawhacks, forcign in.
vcstors should n()l ign()rc Chioa s vast in-
land areas lhogether, Js more than 75

crdl reservc,s, may lre a grxrd l(xatk)n for
l nrctal-prrxcssing j()int ventLlre. !!'hilc
Xinlilng *ould l.)e a bcttcr bet for a

w( x )l-pn x\.:,slng in\'cstmcnt. In ( hcr in-
Ilncl provinces with lmple forcst re-
sortrccs. pulp lnd plpt.r vcntur(s tre ! i-

ablc opti<rns.

loboc bone ond boon

Onc mxi()r re{s()n f()reign invcstors
m )' \\ant t() l()ok inlxnd is the ample
suppll of lalxrr. welclcrs, fitters, nusons.
rnd cxrpcnters. [rrr cxlmplc, ure rcadil,v
lvlilahle tlrroughout many inland
pr()r'in(cs. l-alror trrrnover, a problenr
thr()ugh()ut China. tends to tre much
krwcr anlrng Lrnrikillc(l interi()r u()rkeni.

Whilc supplics ol scmi- and unskilled
Iabor rrc rnrplc. Iinrling an<l kccping rhe
righl (lhincse personncl xl thc nliddle
lnd upprr nunirgcnlent levels can fu a

rcal challcnge in the interi()r. tndi\iduals
with nrln:rgement skills tcnd to be much
nt,trc ttp\'.trtllt nt()l)il( tllJn l,tllcrs tn
Chinr, l]nd olien prefer t() w()rk in the
coltstal lreas. ln ()rdtr to lttr:rct and re-

titin qualified mxnirgcrsl an inllntl ven-
turc s,ill nn)st likely have to piry ir hard-
ship irllowlnce. in aclclilion to thc base
j.:rlJn' xn(l :'tiln(l.lr(l sul)si(lici,. ln tdditi()n,
sonre harcl-tGfill p()sili()ns ma)' c(xDnrand

pre,niull) o[ up to .r5 p(rccnl ()i,cr the
base sllary. Vrges for scmi-skillcd and
unskilled uorkcrs in tltc interi()r tend to
be substantially klver tlun those paicl in

rnost ulu'ays eigcr t() ACc()nlm()-
date FII:S. Except in centin ilress,
provincial ollicials in inhnd arels
mry !ppr()!c pr()i(,cls inv()lving
less thxn S l0 nrillion in invcstnrent
vllr.rc. *tile their c()untc,rpans in
rrlrsllrl areas gcncrally havc <liscrc-

tion over proiects involving any-
thing un(lcr S.l0 tllilli()n.

'l-lrorrgh inlancl otliciills (an gcn-
e(tlly hc rrruntr:d (tn l() itppr()\'c
proicrts. thcy nrly lt rclttr'tanl l<r

ntlkc deciskrns lhxl inv()lve int(,r-
pretinE ccntrill-lcvcl policics or
h$s. I)uring thc fcasil)ilitv stlrgc,,

li)r exxmple, utcn ln lclrln<e nrl,
ing fronr the l<xll ux burclu re-
g:lr(ling the enterprisc's unlicipated
tux burdcn is rcquirccl. thc l<lcll
lxx ilrthorilics nrul preli-r kr rcfcr
lhc mxttcr to llciiing. ll pushc(l t()
rnake a clecision. kxal authrrritics
re apt t() intcrpret the relevlnt
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coastal alreas, however, v> the venture s

t()tal wage hill can still end up being c()n-

siderably cheaper than that of a compara-
ble investment on the coast.

ln addition, employee housing, a ma-
jor headache in many coastal cities, is lar
less of a problern in thc interior, where

ht>using and land costs lend to bc oruch

cheaper. At the stan of an equity ioint
venture, the new enterprisc will likely atr
s{)rb most of the Chinesc panncrs exist-
ing employees, who gcnenlly have thcir
own hr>using already. The ioint venture
may lx, expected to provide an additional

housing subsidy, Ixrwevcr.
The practice of "poaching skilled

managen and cnrployces is lrconring as

common inland as it is in the cuastal ar-

eas. For the moment. though, this prac-

ticc tends to s'ork t() !'[Es' favor, :rs for-

cign vcntures arc able to lure skilled
prcrsonnel away frorrr State-o$'ncd orga-

nizJti()ns l)y promising highcr sularies

and <>ther pcrks. The ncw Labor Lau',

which estehlishes th( righl of ('nlcrpriscs

to imfrrsc- fin{nci.ll penalties on empkry-

ees lcaving a 6rm bef<rre Iheir contracts

cxpire, rnay help curb enrpkryce ;xrach-
ing (sce me clJR Novcmbcr-Deccml)er
1994, p.161.

Reolities of expotiac lih

Staffing:ln interior i()int venture with
cxpxtriatc personnel can lt a real chll-
leng<. particuhrll il' (\t( nd((l rssign-
ments arc involvecl. Most vcnlures rc-
quir( aI lcrst a few qualificd expatriatcs

to train. nunaSe. or dircct the vcnturc's

affairs in China. The most experienced
personnel, however, tend to lt middle-
agcd. married individuals who may not
he, enrhusiastic ahout rel(xating to a re-

mote area.

shon-term assignments for frrreigners
(usually less than 90 days) tcnd to be

treated as busineri.s trips, and require no
spcial perks. A.rsigning foreign managerc

f<rr long-term assignments in China, how-

evcr, requires special persuasion. somc

Lobor turnover, o

problem throughout

Chino, tends to be much

lower omong unskilled

interior workers.

expatriatc manaSers may lr reluctant to
txke a p()sition in a renlote inland cit)
where [er| f<>rcigners livc, though otheni

miglrt uclconrc rh( oppo unity lo inr-

mcrsc themsclves in Chinese socicty. t Ip-

lifts (a prcmium for taking the overscas

rssignnlent and working in x hardship
lrca) and a workweek adiustment to
co,npcnsate lbr the longcr workweek in

Chini are usually reqtrired. Thesc addi-
tk)ns rypicxlly add up t() about 45 pcrcent

of thc c'xpatriatr's hlsc' sallrl, in tlte
coastal prolinces. hut alxrut 55 percrnt

Western lood ond enterlqinmenl con be hord to find in interior citier like Yichong,

which relies on smoll bootr to trqnsport people ond goods lrom lhe coosl'
l'htut tt'|t1ri t,l lI|ntltt lkthlutko'

24

for assignncnts in the intcrior. Other
paymenri, such as living allowances and

forcign taxes, are usually made krcally
and can add up to another 35 percent o[
the base salary.

Firms considering sefling up ()pcralions

in inland China musr be aware of thc re-

alities ()f expatriate life there in order to
hclp thcir staff adiust as painlcssly as pos-

sible. Panicular faoors to n()te arc:

I Poor trarBporlarion llnfts Travel tcr

and fronr inland to\r,ns is m(rre difficult
than withio coastal areas. but lras bcen
grcatly alleviated by the creation of nu-
merous Chinese airlines ovcr the pxst 6ve

I'ears. \,Iyhile hooking inlernal flights is

usually n<x grssihle from abroacl, a lcral
company representative should be able
to book scats with a copy of the idcntifi-
cation pages [r()m thc exP triatc's Pa$s-
port. Cxncellations and delays arc fre-
quent, panicularly al sonrc of the smaller

!lirpons.
Given the somewhat disnrrl>ing satety

record of China s nclx .lirlincs. some cx-
pxtriatcs opI to travel by tmin rather than
planc T in tnps l() nn)st inland tlestinu-
rions in Chinrr, though chcepcr than air
travcl, rcquire considcrablc planning and

long hours of trlvel.
FlEs in the interkrr should providc' ex-

p:rtriatc staff with a company van and dri-
\'(.r I(, e.rsc l,rcll trlnsprrrtltion
hcarlaches. Asidc fronr performing rou-
tine business lunctions. driters can help
with personal tasks such as grtrery slrop-
ping and other claily neccssities, and can

concluct <rcaskrnal sightsceing trips on
wcekcnds. Having a hired c(nrrpany van

or crr can bc <krublt inlp()rtanl if lhc
vcnturr is l(r'ittl((i ()(tl\i(l( .)l lr,$'n,)r In ll

l(x.llc $,ith little puhlic trxnsp()nati()n.

I Fsw houslng optlons ln nrin,v inlan(l
to$'ns, ar'comnr< tthti()ns li)r (xpatri:ltcs

can hc cxtrc'rrtcl_v lintitc(l- In s(nnc l()\\'ns,

thc onlv choicc is k) stxv in the Chincsc
j()inl-\'cntrrrc pllrlncr's (onrpxn\' gucsl
ll()Lrse . whi( h crn nlcrn xuste rc-and
not-ncccssurilv chcrrp-kxlgings. Anr;tlter
()prion is xn olclstllc, Russiun-buih hotel.
suclr ls thc triendship lk)tcl in linzhou.
s(rr]c'cilies h:rvc Dcwer 1)r Il(nlli K(nrg-

stvlc hotcls tllll ollcr sonrt'u'hrt lrtter lir
cilitics. such as tlrc Kun,Iing H()lcl in
KunmiDB, rhc.Jinjix,lg llotcl in (lhcngdu,

or lh( Jin(hcn8 ll<rtel in Llnzhou. A

nr()rc t \p(nslvr' (,pti(,n in!r)l\c\ h()(l\ing
stlfl in l Holichv Inn or otllcr Anlcricln-

)/",
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sryle hdel, if available, or in new expatri-
ate housing units developed by the joint
venfure.

! Antlquated communlcations net-
wofks Inl nd joint ventur(s. Iike thos(.in
coastal a&?s, Senerully luve intemati()nal
and domestic direcr-dial capabiliries, fax
and telcx machines, copying machines,
and ('(nnputers. IJut Chinese rnJnllgers in
thc interior tend to maintain light contr()l
over rcccss k) ()ffice equipment, \r'hi(h
can make il difhculr for cxpntriatc man-
agers Io gel their $,()rk d<lnc cfficiently.
Coaulunicati()ns oursidc of the <ltice are

a diffcrent st(,ry altogcthcr. pxrticularly
for expatriatcs living in t gucst housc.
wherc tlre number ()f outg()iog ilnd in-
corring plr('nc lincs rrc linritctl. Suyirrg
in a hotel provides the best access t<r

l<>ng-distancc communicatk)ns. and al-
lon's thc frrreign husinesspcrson to tllkc
advanuge of cheaper intemlti()nnl direct-
dial rates and even nlake collect calls
back lxrme.
! Foor heahh cat! facllitles ln tll( in
terior. me(licrl facilities arc <>ften sulutan-
rlarcl. Mljr:r citie' strclr:ls Vuhxn. Kun-
ming, and Chengdu gencnrlly havc nxrrc
nr<rlern hospitals thrn othcr inland kr-
calcs. In nro$t cases, cxpatriates n'ho hll
scriously ill sl'rould he stahilizeri lnd
evacuated ro Ileijing. Shanghai. or
Guangzhou---<rr cven H()ng Kong. Inrcr-
nilti()nrl c\':rcuxti()n gr()ups such xs SOS

ilnd Asi Entergency Assistrncc ciln pr(>
vrdc fist lnd relialrk.eraru.rtirrn senite
$q! The a:BR. Novcmlrr,Decernher 199J.
p.{6).

1o cope uith orinor healllr proltlcms,
for< igncn should lrring lh(ir ()Bn l):lsi(
mcdicxl supplies, incltrding over-the-
coLrnter drugs or trcalmcnls for
headaches, nausea. cokls. n)in()r cuts.
antl stonrach pxins. Exprlrillcs rre als()

xdvised to crrry thcir mcclical records.
particulirlv iI they harc special hr:rlth
('()ncL,ms.

I No tnternatlional schools 'lherc is lir-
tle or n() Westcrn-st1'lc sclrrxrling arail-
;rlrlc li:r forciSn rhiltlrcn in tlrc interi{,r.
Sonrc prrcnts nlaV wxnl ft) cnr()ll tltcir
children in ltul schrxrls. ot use ir (()rrc-

sponrlencc schrxrling s,vstclll l() tca(ll cle
nlenlary-:rge childrcn at horne or in the
hotel. Ol<lcr chilclrcn shoulcl he lefr rvirh
rclutirc:. r'r plrrcctl rn lr,lrrding:.chrrrls rn

lhc honrc c()rrntO.
I Culture shock Sornc tirreigncrs, par

ticularly th()se poslcd fo rcm()te areas ft)r
extended pe ods, long f<rr the amenities
of home. Evcn in the inrerior, ge[ing
Vestern-style f<xxl at foreign joint-vcn-
ture hotels is gencrally not a pr<>blem.

Il()wcver, an expalri.rtc staying at a guesl

house nrust get used kr local culinary fare
unlcss imgxrned Vestem ingrcdicnts are
available-and tlrc c()ok c!n be per-
suaded to cook \i/cstem nreals.

While a few t()wns, such as Chengdu
and Kunming. now have' karaoke bars
and dancc halls, enlertainment in most
inland touns is almost non-existcnt.
Many joint vcntures, thercfore, provide a

recrc:ltion r(xnn with x VCR and a steady

supply of ITS videos, along with other
forns of recreltion. Othenvise, expatri-
atcs in thc intcrior must lx' able t() enter-
trin thcmsclvcs by going sightseeing or
attending or hosting banquets, watching
Chincs< telcrision. reaLling, c,r pllying
ping F)ng and canl games \r'ith (lhinese

friencls.

Dorn flre rcod

If llcijing is ahle to providc more luncls

ton'ard the inlcrt)r's infrustruclure devel-
()Prnenl, t|iln]\P( 
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tions links to these areas will be vastly
irnproved. The ll00-900 million inland
residents may als<> find their standard of
living improves quickly. Regardless of the
rale's at whiclt per capita incomc and
purctasing power increase in thc interior
provioces, this regi()n may be the real
p(arl in V('slern markeling strrlegies.
Finding ways kr produce and distribure

Br )o(L\ lr) c()nsunlcrs in Chin:r's intcri()r
qill hc the rcal key to success in rhe
China market.

At prescnt. thc intcri()r's nraj()r
strengths are its low land and lebor costs
and proximity ft) nalural resoltrc.-s. For-
eign (ompanies kxrking to set up enter-
prises utilizing l(x! to medium technolo-
gies and requiring considerable labor
forces q,ill hnd thcmselves hesl suitcd to
set up shop in thc interi()r. As the iofra-
stnrcturc of the interior provinccs and la-
hor skills of inland t'orkcrs improve,
mcdium lnd high-technolrgy indusrrres
uill llso finrl suilahlc investrn(.nt sitcs in
th(. interi(,r. Evcn if I pros6x.cri|c fr rrcign

investor prefers the coast. he should ex-
anlinc thc inland areas to see h()$,they
compare hefore deciding on a final p(F
ject l(x!ti()n. ft,

DOING BUSINESS WITH CHINA

For a detailed brochure please call: (2121779.1822
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Frederick Crook

Chino's border
provrnces ore

torgeting their

foreign neighbors

! Frederick Crook is qn economisl ol
the US Deportment o{ Agriculture ond
the oufior of six books on ogriculturol
production in Chino. The views
expressed in this orlicle ore his own
ond do not represent those of the US

govemmenl.

I I ii::J'illl,,,',ililfi,"Jlf illI
L,l :l;:l;r:,;.l:T;:; rl r:r;ilt
ralhcr thxn of cconr:nric prospcrity. V'itlt
tlrt' hrerrkrtp rrl' tltr li:rttrcr \r)\icl l'ni(nl
anrl thc clrrlution ol bcncr rel:ttions $'itlr
Victnlun :ln(l Indil in 1991. honctcr.
lxrLrn<llrics th t hld l)ccn closccl lirr
1'c:rrs bcg:rn t() rc-()pcn. Oross-bordcr
trrdc (cxp() s rnd i,nports l)etwcen
(lhinl xn(l neighhrring tr>untrics)xs \\'cll
rrs <lirrrt lr,rrtfcr '|Jdt'|(lihia nkl()tt. ttt
krcllize,cl lunr'r or cash traclc akrng Iltc
fronticr) cxpln<lcd r:r1>idl-l as a rcsttlt.
lxx)stin8 cc()n(rrtic dtvck)pnrcnt in rllany
()l (lhinl s isolxtcd horder lreas.

-lllc PllC n()$ sharcs u l'xrrder u'illr 16

Asiun l<ralcs: N()nl) Korca. Russiil, l\l(r't-
g()lix. Kazrkhstan, Kyrg)'zslan,'l a jikistan.

AfUha nistin. I'xkistnn, lndix. Nepxl.
IJhutan. l]trrmr. I-xos. Vietnxnr. lvr(ao,
lund Hong K()ng ( sr.L milp). V hilc trilde
$ith ll()ng Kong un<l lU;tcito has krng
lrrcn .r rnlrt,rt ('(,r)rPi)nctll o[ (.lrinrr .
glrrlul tr:t'-lc'.,.',,ntntcrr'iel trrrn\rl('ti()n\
$itll the ()tllcr xrexs lril)l(d fr(,nr SJ.-
l)illi()n in 1986 ro Sll.8 billion in l99J
(.\r,(, (hilfl ).

'lhotrgh c(rss-lxrrclcr trx(lc likely lell
sliglrtly in 199.r (lu( t() r1t:rngcs in go\,
( fl)rrr( nl ( tr\lr)rrl\ r(gltl.lti('nr iIl ( lliltx.
Vir'tnxnl. Rossix. ltntl ()llter lxrfticr coLrn'

trics. crors-lxrrder lrlclc is lrctrnci lo cl-
Pund o\,cr the l(n18 (cllrl.ls (ihinx ilnd its

ncighlxns \\rn-k ()ul trJ(le l:l( iliLilli()n 11)li-

cics. Al thc salmc titltc. nerv lxrrtlrr cross-

ings will expantl intiastnrr'turc clc'r'clop
nrenl opp()nunities an<i ftrsler nc$' rrilns-

pr:rtation rrncl < ornrtru n icrt ion links trr
(lhinr's inlxn(l arL':rs.'Ihesc tirs should in

rurn help facilitate trrde in an clen $ idcr
mnge' o[ lirrcign g<xxls.

Opening fie geles

Iirr much of the I'RC's hisk)ry. its lca(l-

erslrip s()ught to exen control over thc'

countrys lengthy lirncl l:xrrde'rs: in thc
1950s, Bciiing closcd the bordcrs rlto-
getlrer to consolidate its powcr ovcr Chi-

nsi\(, lcrrilon. Thrrtrglr trrrdc restri('ti()n{
in somc bordcr regions wcrc gradu:tlly
rclaxccl, conllicts u'ilh India in 1(X2, thc
s()\'iet I ni()n in 1969. nd Victnln] in

1979 lccl to arrued chshes and closed
lnrders ekrng tlrose tkrntiers.

Alt(r thr' rltath ol Vao Zetlong in
197(r. Chinrr's nc$ leudcrs con<Lrcled tlut
greutL-r panicipati()n in tltc glohal econ-
orny $'es essential t<) cc()n(nllic gro$th :rt

honrt'. lncl mlny of the i$()lati()nisl b<)r-

cler ;xrlicies ucre grirclttally lhanck:ncd.
'l'hc l>reirk-up of thc tiSSR in l99l and

tlrc sulr.,t'tlucnl s:'l:ll)lisllrcrtl (,I llr( in-

clependent stirtes ol Russin. K;rzlkhstln.
K!'rg!zs(rn, and 1'rjikistan grcltly lcss-

encrl tcnsions ltlong China s northc'rn
hounclurics. (lhinu rcsumcd dipklrrlrtic
rcluli()rrs $'rtlt !irtnJl|r in l()()1. nJrinr.i
thc uu1' lirr tltc rr-opcning rrl lrordcr
(r(,s\irlJ.l\ rn Ytrnr)Jrr irn(l (;trilnHri
pr()\'in('cj'.

7,AXJ
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\vth strategic issues declining in im-
portance, centrxl authorities publishcd
regulations designecl to promote cr()ss-

border trade in the fall of 1992. Ak)ng
with relaxing c<>nrrols ovcr the issuance
of impon xnd cxpon visas, Ueiiing de-
creased tariffs on Ihe impon of cemcnt,
timber, chemical fcrtiiizer. and orher
commonly traded g<xxls. Expon license
rcquircrnents were elsed thc f()ll()sing
year.

As a result of tlrcse changes, China's
cross-border trade in 1992 rose 4.1 per-
cent over l99l levels, rexching $8.U bil-
lion. In l})3, the volume of cross-lnrdcr
trade increascd a further 36 percent.
China hes gcn< rally enjoycd a surplus in
its overall cross-bordL'r tradc, though I
risinS trade deflcit with Russia has (on-
tributed to a cross-lxrrder trade deficir in
recent years.

Who trod6 urhoP

From the mid-l9ti0s to 1992, China's
cross-horder trade consisted primarily of
small-sralc ,Darket transaclions in k)rder
(rwns, I<xll baner rade. and tBde con-
ducted by firms sanclioned l.ly pruvincial
authorities. Much of the trude eas c()n-
ducted hy Ohina's minrrrity populrtion:
some J0 different ethnic groups live
akrng China s krrders, in some cases split
from lheir relativcs by natbnal fx)und-
aric\.

Thc primary playcrs in cross-border
tmcle began to change in the early 1990s.

4s tleiiing sought to incrcase tradc c()n-
ducttcl thrr:ugh SlItc-()wncd cnt('rprjsc:i.
A plcthor.r of trading cnterprises quickly
cmerged in t()wns along the horder.
'lhough nrrnrinllly und(r tleiiing's direc-
tion, manv of the new tr:rclcrs cml:raced
thc profrt rlx)tive, bringing atrout largcr
sctle cr()ss-b()rdcr trans:lctions.

These traders import a rangc of rarv
nraterials and inclustriiLl grxrds through
r'nrss-lxrrder tratlc. ancl cxp()n a varielv
of agricultural xnd industrial products.
Incrc{singl},. nruclr of thc l'RCs trtde
with idiacent countrics is c()nductc(l ()n

internati()nxl tcrn)s rxthcr lhan ()n a

l'rancr hasis. (lash lrJnsactions arc l)r-
c(nning nrorc <omnxrn. &xh Russia and
VictnarD. f()r cxlmple, hirvc- lgrcc<i to
use thc.fxa[ lirr mr:st krcllizcd borcler
tradc lBnsactk)ns to skirt the pr()hletr)s

carrscd by' Ih('ir ()$n rlpidll tlevelrring
currcn('ics.

cross-border trade decreased somewhat
when Russia placed new restdctions on
private traders, shifting the bulk of the
trade back into the hands of State trading
conlpanies.

In 1992, Heibngiiang's border rrade
btalled $1.5 billioo, about twethirds of
China s total krrdcr trade and one{uar-
ter of China s total trade with Russia. In
1993, the province had 1,400 trading en-
terprises empbying over 100,000 work-
ers. Ileilongjiang expons grains, pota-
tocs, fruits, vegetables, bccr, sugar,
tcxtiles, garmenls, shocs, and other con-
sumer goods. It impons timber. indug
trial chcmicals, chemical fenilizers, steel
products, and machinery from neighbor-
ing countries.

Jilin Province also exports corn, soy-
hearrs, and consumer g.xlds t() l{onh Ko-
rea and Russia. The province imports
chemical fcrrilizer, machinery, spare
pans, and steel. Jilin's primary port is

Hunchun on thc Tumen River, which
flows th(rugh Russia and Nonh Korea to
thc Sea ofJapan. The tlnited Nations De-
velopnrent Pnrgram hopes t() encourage
the development of a 1,000 sq km re-
gional economic zone at the mouth of
the Tumcn. If intemational funds to de-
velop thc, zone materializc, a new pon
will likely be built, further expanding
links lrtwecn countries in Nonhcasl Asia

and tlre rest r:f thc worlcl (see The CRR,

March-April 199J, p.6). Chinr, whk.h has

invested Yl billhn (3175 nrillion) in infra-
structure in thc Tutncn region in thc past

fcw yr.ars. is scekinB t() usc rh( RussiJn
p()n at Zarubin():lnd the North Korean

1986 1987 1988 1989 t990 I99I 1992 t993

SOURCE: CAino's Cusroms Stoistics
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China's cr<xs-horder trade (not includ-

ing Hong Kong and Macao) accounted
for only l0 percent of its total trade with
Asia and less lhan 1 percent of its global
tmde in 1993. Nevertheless, cross-horder
trade is an imponanl elcment in thc ecr>
nomic development of Chinese border
regions. Hcre's a ltxlk at the main actors
in China's cross-tx)rder tradc:

New border crossings

will expond infrostructure

development

opportunities ond foster

new tronsportotion ond

communicotion links to

Chino s inlond oreos.

I Tbe Northeast
The majoriry (7.1 perceot) of China s

cross-border tradc'is gcncratc'd by the
no(herstern provinces of Heilongiiang,

Jilin. I.iaoninS, afld lnner Mongolia. ln
1991. Chinx shipped $3.f billion to Nonh
K()rc:1, l\l()nl()li:r :rnd Rtrs.ilr, lrntl rm-

I)()nc(l Si.J hilli()n \\'onh ofgrxrtls Russi;r

is hy lirr lhc l.rr8cst trJding p:lnncr. Sin(F

Russian cross-bordcr trade iumpcd 50

Pcrcent in 1992 and r funhcr -30 pcrcent
in 199.1. In l9().r, In,$'(\cr, Sin(>Rus\ixn

Billion $
t2

Chino's Totol Cross-Border Trode



pon at Chongqin as ()utlets lo the sea in

thc intcrirrr.

Lia()ning Province's main l)ordcr trnde

p()rt is at I)andong on the Yalu River.

Fronr there. com, soylx':rns, lextiles, c()n-

sumcr goods. machinery, and electrical
products are lruckcd int() North Korea.

The rL-turning trucks lrring frozen sc'alixd
and rice hack lo Lixoning. In 1y).1, $lJ5
nrillion wonh of goods passcci thnrugh
l)anclong.

ln Inncr Mongoli:r. Manzhouli and
t.rcnhot. rlilull tosns on thr. Rttssi:tn

:lnd iU()ng()lirn lxrrders, hancllc nruch of
thc tra<lc arrangecl by centrill Sovernment
tra(lin8 corp()rxti()ns aud s()mc kx-.ll lx)r-
der trarle. In 199J, thc tuo touns han-

dlccl ne'arly $10{) million in exports ancl

ovcr $150 rnillion in imp()ns. Manzlxrulis
[rr.t rntcrnati,,nul tr.rdc liir, heltl in Scp

tcnrhcr lq)J. q':t\:ltlcn(led l)) .: hlll l)u\i-
nesspeople fr<)fi l9 countries. Cash cleals

r('P(,rlc(lly xtl)r,ur)l(J t(' SJ8.- Inilli()n.
while barter dcals involving exp()rts ()l
(.hincs( Llclins.tnrl [rxxl prt,dtrets lirr int-
p()ns ()[ feniliajr and ruachinery totllccl
$l.9 billion.
! The Northwest

China s l99f cr()ss-l)()rdcr trade q'ith

countriet to thc north\r'est t(nxled S1.6

billi()n. accounting f()r ab()ul l.l pelcenl

o[ all crrss-lxrrdcr tr.lde. ln the spring ()f

1994, l)rernier l.i t'cng visiled K;rzakhst:rn

and Kyrgy'zstan, signin!l rgrecments to
f'osrer trade and cconomi( devekpnrent
with tlrcsc countries. Clrina als() signed a

friendship lrerty wifi l\|ong()lill in April
l(r'1, and is investing large sums to dou-

blc-track thc L:rnzhou'Xiniiang lilil line to
cxPxnd IrunsP,)rtxti()n rutttcs tr) RussiJ

antl I')urope.

Xnjiang s crossJxrrder tmdc nlore thun

doublcd fnrm $-J00 ntillion in 1992 lo
$7tt5 rnillion in 199J. The xuk)n(nnous rc-

gion imp()ncd chc'mical lcnilizcr, (()tl()n,

ircn orc-. and constnrctk)n nliltcrials, and
( xponed rrrinly \uEJr. f(nxl. and liglrt in.

clustrial grxrcls. xinjiang hrs opcncd up
tlinc roitd crossings:rnd onc rlil(rad cn-
rry along ils 5,400 knr boundary with
[,]()ng(rir, Russia. Kazakhstrn. Kyrgyzs-

txn, Taiikistan, Afghxnistan. Pakistan, and

India, as well as ninc non-governmentxl
lx rrder markcts.

An eiSht-day tlrumqi Economic rnd
Trade Fair highliShting tradc and invcsl-

ment al()ng thc Chinese l)()rder \e'ilh

Mongolia, Kazakhslan, rnd Kyrgyzstan

nctted deals worlh over $1 l>illkrn in
199.1. ()thcr prcss re[x)(s lhat yclr noted
rhrt a Hong K()ng firnl plans to br.rild and

manage thc Ka Chau llorder'lrade City

near the K zakhst.rn lxrrdcr. The project

will includc lransportati(rn, trade, and
general commcrcial facilitics.

I lhe Sourh
'l-racle llrws ilcr()ss China's s()utltern

[r()ntr(r llJvc lr'cn skrq'<'r to rtsrttnc'. in
pan l)ecause of lingering sccurity (()n-

Trode flows ocross

Chlno s southern frontier

hove been slower to

resume, in port becouse

of lingering security

concerns olon

border.

g h
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ccrns along thc horder. Nevcrtheless,
China s 1993 tradc with India, Nepal,
Blrutan, La()s, Vietnam, and llurma t()-
talled $1.(r hillion. or 1J pcrcent of
China s total c()ss-lx)rder trade.

In July 1992, chinl and India signed a

Ixrrdcr tr.rdc pro(xol, dcsignating I)ulan

in Til)et and Cundi in India's tlttar
Pradesh as lnrder market sites. As a rc-

sult, sin(Flndian trade more than dou-
blcd fronr $264 million io l99t t() $650

nrillion in l9|().i. Last July, a Sino-lndiatr

trade accord providcd regulations for dtc
estal>lishrnent of bunks in cach of the
tB,o c()untries, along with expandccl
shipping xnd trade services. 'ltlc tw() na-

tions also agreecl kr work on a douhlc
taxation lre{ty, and China pledgetl t<r

imfxlrl iron t>rc, coffec beans, and col-
ton and textilc machincry. lndia will l)uy

rcsins, mercrrry, tircs. and trolley huscs

fronl lhc I'RC.

Elscwhere on lhe southern border.
China and Burma agreed in l9r9] to rc-

open consulates in Mandalay and Kun-

ming. A SincBumrcs(' lxrundary inspec-

tion coormittec is working tcl resolve
()uf,standing tx>undary problems bctwcen

the c()untrius. (:hinr Jnd Llos likc$isc

signed an agreemcnt to settle tx)undary
disputes along their 240-km common
lx)rder in 1991. latcr that year, an agree-

ment was signed to lay lhe foundati()n
for scttling lxrundary disputes along the
SinoVietnarncst' border.

Chinesc benefici ries of these arrange-

ments includc 'l ibet. which conductcd
S1tI9 nrillkrn wonh (rf lDrder tr.rde with
lndia, Nepal, Bhutan, and llum)a in 199.J,

and Yunnan, which has /i.060 km lx)r-
der with Ilurmx, hos. and Vietnanr. Yun-
nan currently has.i StatcJevel pons of
cntry, 12 provincial ones. and 92 local
pons <>[ entry along its l)ordcr. ln 199-1.

Yunnan's cross-lxrrdcr trade rosc t() $ l.l7
billkrn: direct lxrrcler trade ac(()unled li)r
$.198 tDilli()n of thrt total.

Yunnan s lrorder trade involvcs the
salc of curecl llarus, tin, te:r, traditi()n.ll
medicincs. tcxtiles. batterics, dctergents,
shocs, tixrcl, bc'vcrages, clcctrical :lppl!
ilnces, stecl. glass. ccnlcnl. and t>tlrer

consumcr gtxxl-s and l)uilding materials
to lJurmr, [.:r()s. and vietnanr, as wcll as

indircctly to Thailand, lndia. Ilangladesh,

Nepal, Malaysi.r, and l)akistan. Yunn:rn
prinlarily imports timher. icwclry, iade,
rnJrinc prxlu(ts, peanuts, and fruits from
its ncighlmrs (s({, p.30).

ln 199-1, Guangxi I'K)vincc's cross-bor-
dcr lrade rose k) Sl.l7 l)illi()n. of which
$400 million wxs direct b()rdcr trade.
The provincc s 1,020-knl horder with
Victnam has 20 points of entry. Cross-

bordcr rail scrvice has reliunred, mrking
for easier c()mnunicati()ns bct!!ecn
Nanning. Gu ngxi s capital, and Virt-
nam's llaiphong, the ck)sest deep-watcr
port. Cuangxi, likc Yunnan l)rovince,
trades a wide variety ()f consumer and

construction goods with Vie'tnam.
Guangxi Pr()vince even publishes 7he

Gt'ealer Soulhutest Ecouornic Jounual J

publication designcd t() l>oost border
trade in the rcSion.

Ifie economk bancftts

AII of these gains $,ere due in largc'

pan t<l rapprochements on many lonS-

standing border issues, which reduced
fears of military threats emanating f()nr
border urcrs. Though lJciiing remains
somewhat concemc'd alxrut ethnic distur-
bances in Xiniiang and Tilrct and the pos-

sibilily of a pan-lslamic movement
spilling across China's westem b,ordcrs, it
app(ars t() see long-tcrm lcx:rl econonri<'
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growlh xs the kcy to ensuring stabiliry in

its hordcr regions.

Vhile the ()pening up ()[ txrrder trade
r()utcs has letJ lr: grelt econonric gains in
many rcmole areas of China, this trade
Jls() has imfx,nant l()ng.tcrm implicati,)ns
[<rr US busincss. Improved infrastructure
along China's lxrrdcrs may tiJnslale anto

business vcntures involving not iust US

and Chinese partners, but vietnanrcse.
Russian, and olher players. Tht'expan-
sion of cross-l>ordcr rail r>utes will also

mcan that firms 1lill evcntually have
greater flexil)ility whcn shipping go( s to
and from these regkrns. 1'hc opening up
o[ fornrcrly closed transportalk)n ()utes

t() Europc, thc Sea ()f Japan, and thc ln-
dian Ocean may rlso orsrn lower tr.rns-
ponati()n cosls for Sino-l IS ioint ventures
kxrking to exgrn.

US firms nray find new business <lp-

p()nunities in Chinr's push to devekrp
better interi()r transfx)rtatk)n and commu-

nication netBorks lo suppon its gr)wing
lnrder trade. ThousancLs of kilomcters of
highways and rail lincs are under con'
\lruclion t() link interi,rr ar(as in ChinJ
q'irh border posts; Us consultants and
r'quipment providcrs nlay b'c' ablc to sell

g<xxJs and sen'ices t(, assist in the devel-
opment of tlrese new links.

Jilin Provincc, for cxamplc. plans to
invcst in pr()cessing f!cilitics, b()nded
ruarehouscs, banking and commcrcial
services, and utilities to supp()rt its
growing crossJrrrder trade. Ne$' p()n
and Custorls facilitics are bc'ing built in
Mohe and Hu ra c()untics in Hei-
l()ngjiilng Pr()vin(e. uhilc crrnstnrction is

uncieruay on ne\ pon facilities and a
new !irp()rt in Fuyuan County. China's
nonhemnn)st fx)int.

Both China and RussiJ arc hastcning k)
build the Tumen-Makharino railroad t()

link China's Nonheast with llussix s Far

East. This line will evcntu.rlly c()nnect

with nain Asian trunk Iines. allowing
freight trains to travcl from thc Pacific
coast through Nonh K(,reJ and Russia

int() China, and then on to Mongolia,
Russia, and Europe.

Along the Hcilongiiang lxrrder, town-
ships on hoth the (lhinesc and Russian

sidcs of the boundary are quickly up-
grading tr.rnsfx)nati()n infrustructure. k)-
cal invcstors are pouring in money to
build up port facilities, improve tc'le-
ph(rne c()mmunicalions, and construcl a

suspension trridge linking Raohc'on the
Chinesc side with Bikin City in Russia,

which has a marshaling yard tbr the
trJrui-Siberian ftilway.

\yorkcrs in Heihc City. Heilongiiang,
have hegun building the first highway
hridge across the Hcik)ng River. Vorkers
arc alxr completing the llcian-tlcihe rdil
line to c()nncct lhe port at tleihe \aith thc
rcst of China. Rail()ad officials expecr thc
Iine to carry -1.5 milli()n tonnes of freight
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!NTERVIEW

A Closer Look ot Yunnon

Ri(b i miu)r\l otd.[tttst rcxun:ts lt
lt cdh i infrdslrl('!ur?. l'u,lDal
Pfitt'ince htder:; Sichudn b lhe ru)rlh
d .l l'icltrun, llunnu. cttul li()t lo tbe
sutll.)- a'BR,4$isl.t,tl lllik llicbtkl Ils|
sP(&t,u,ith I'unttott I'ice, Gorcrry)r Li

.lia gt,tg ulbut lhe pnntince's du'ekt1t-

CBX: lktt signllitn ir h)ftk:t tr(t.lc k)

Li: 'l'herc rrc nou. hundreds of ncu lxrr-
dcr lradc cilics and markets scattercd
along China's s()uthwestcrn frontier.
l!'ler<tants conre frrm all over the u'orlcl.

About .10 percelt o[ all ft](i8n inyesl-

menls in Yunnrn arc locatccl in thc lxrr-
der lrre:rs

CBR: llrrr nunn.ftDt'iku itlt\,tl&l (tk'
!r'i.\t'\ ( I:ll\) .tn'll){t? Dt l ,t,td ?

[i: 'lltcre ltas lten r lurgc incrcrsu in
tlrt r.rtt ,,I l'i,r(iSn invr:' n( t in
)'(rnnln in thc p:rsl thrt.c, ycars;
l)ct\\ecn lt)-lt ()1. (rtl\ -J I:lli.i \\r.r( sct

up. There are noq lrtxrut 1,000, nr()re

than hrlf of uhich are ll()ng KonB
inl'cstmenls. Th!' tlnited Stiltcs lrxs 57

Fll:s in Yunnxn.

p(nl is hc,n8 Lrplirx(led k) p()\'idc dirr(l
llighrs trl tI(nrg K()og. Singap()re, rnd
()lllcr cilr(:' in S()ulhc.lst Asix.

CgR; V lr.tl llctls dttt ll)? l)r()t trtcidl
lt)t\nu,!ttl l.t I tt) iD\rnnv i Jiu.\tnl

Li: Vt have invesled ckrse ro YlO bil-
lion of our o\\,n mooey and ln cqual
amount (r[ central govc.mrnent funds to
inrprove roads, r.rilways. :lir[x) s, and
telccommunications. ln the ncxt l0
years. n'c plan to invest anothcr Y20 bil-
li(m. \ve are currently revics'ing p()ten-

tial invcslmenlr in p()\.!er plants. high-
u':r1s, nrilu'uts, und rirpons Thc Asiurr

l)cvel()prnent llank is consi<Jcring a
prr4'xrsal to lend Yunnan $150 ntillion
to l)uild l 2{X)-krn highqry linking Zu()

Hong ancl Daili. The other $350 rnillion
ncedecl t'ill coute front the central g<x'
crnntenl ancl ()ur ()wD sollrces. Ncw
ra ilu'ays bet*'een KunnlinB and
Nanning ls n'cll as other nuin lincs arc
llx, un<lt,r c()n:,tnl(1i{,n. Klrnnling \ Jir

For AAore lnfo
Yunnan Commislion on Foreign

Trade and Economic
Cq)pelation

Liu Jing, director
Forcign T.ade Building
576 lkijing Road

Kunming 650034

Tel /87r-112-8175
Fa* 1S/871-31+3(69

China Southwest lnvestment
Promotion Center

Hou Kunming, diredor
Foreign Trdde Building
576 Beiiing Road

Kunming 650034
Tel:8h/871-317-7898
F rx : tl6 / ll7 l -3 I 7 -677 5

in 1+)5. S(nnc nrultilatcrul funds oill no
ckrutrt lt funnelecl towarcl projects in the
bordcr regions. including a 5150 million
Vorltl tlank ltun approved l:rst sunrrner

to build a high*al linking Irnrnlqi xnd
other citics in Xinjixng.

In the South. (;hinx s central g()vern-
ment is invc-sting xn estimxte(l Yl0 hilli()n
(S1.6 hillnrn) to r,r;.rgra<lc Yunn:rn s truns-
portali()n sc(l()r and h(x)st the province's
c(nrnrunicali()ns links uitll Victnanr and
llurmr. In thc first six nronths of 199J,

tcntral lnd pr(^ incial aullr(rrities investc.d

Yl..a l)illion ($22-i trillk)n) to cxprn(l the
rirp()n in Kunnlin8 lntl builtl nc,rv road

rnd rail links. in(luding:r .1.750 knr ()xd
thrt will conncct Siclruan, (luizhou. ancl

Yunnln pr()\'incrs t() Ilurnu. Itos. antl
Vietn!m.

Tluiland. Irxr. is lrrking to help builcl
roacls Ihrough Brrrma l() Yunnan l() cx-

pand tht' flov,' of trade. A 52J million
grant fronr Australia is funding the con-
structi()n ()f thc Mckong River bridgc,
which will link Thailafld, Laos, ancl

China. In April 199J. the Sino-llurmcsc
tlighway. which hacl been ckrsed f<rr.10
years, tlas re<rpcned. Thc 93-kn road
frorn Zhangfang in China k) Bhamo on
the AyeyLrru,ady River *'ill allou Yunnln
tcrdcrs t<, ship unrl rer't'ive prod\rcts lionr
ports on lhc Indiu Occan.

.Just as expandcd trxnsportati()n link-
nges $ill hx)sl trade, however, c'nhanced

cross-horder trlde uill impro,r'c the ac-

cess ()f Cllinesc rnd rlher Asian pr<xJr.rc-

crs ttr gLrlrirl rn:rrkets. lhcrcl)\' incr(.ilsing

tlrc conrpelition f()r t:S firtrrs. China, l(x),
rvill frce tougher c(nnpetilioo from cx-
pons from its ncighhrrs und other for-
eign countrics. ()n thc imp()n sidc. ir $ ill
likcly try to limit purchascs to building

maleri ls and ()ther g<xxls in slxrn supply
in the I'RC.

lnto fie 2 I st century

Jhe axiotrr that the citizens of lrvo
c()untrics are better off i[ trade flows
ctsily berween them has cen inly b('cn
lxrm out in d<lzens <)f Asian nations. ()n
the local lcvel. for cxamplc, ()vcr
100,000 Chinrse farmers ulong thc lxrr-
clcr har'c conlractc,tl to grou, gnrins, soy-
beans, ancl vegetxbles in Russia itnd
Kazakhstan. ()n lirrger scalc, the ()l^-n-
ing of closccl borclers around the pe-
ril)lt( ry ()f (:llinJ lrJs lrrxrste(l r't'onorrric
clcvekrpment in rcgi()ns that had liltle
prospcrts for de-vel<)pnrcnt l0 years ago.
Ovcr lhc long terrrr. in(reascd trxde
fl()$s promisc l() stimul:rle iurlhc'r
gro\ .th aloog Ircfi sides ()f (lhina s lx)r-
tlt rs. t
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Peler Moclnnis ond Mo Ruii

n g Sets lts
on 2000

N

g hts

t Peter Moclnnis, formerly generol
monoger of o lorge iointventure print-
ing press in Chino, is the president ol
Centremo* Consultonts, o Noniing-
bosed consulting firm helping Westem
componies invesl ond monoge opero-
tions in Chino. Mo Ruii is o proiect con-
sultont for the Amily Foundotion in
Noniing.

hou'ever. will hal'e to contend q'ith a

nrunicipal governnrent mired in rcd tape

lnd skr*cr to ntove on nurket an(l cnter-
prise refornrs tlrln rts countcrpirrts in
m()st coaslal citics.

Untoppcd potenthl

Naniing hrs ir ri(h hist(,ry. having
scrvcd l0 tintes as the tapitrl o[ virrious
kingdoms or dynasties over the last 2.500

yerrs. Now. it cnjoys a high standard of
living rntl the polirital prestigc of heing
the capitrl of Clrina's third wealthiest
p(x'in(e, Jiangsu. r'hich had a GNP of
ncarl) YJOo hillion in 1993 Naniings
GNP for that year vas Y32.6 hillk)n, a 17

pcrcent incrcase ()ver 1992. The city 8en-
eratcs rouglrly 15-20 percent of all
provincial relenue, and its enrployees
eam 20 pcrcent of allJiangsu \A ages.

Despitc irs trigh level of econornic ac-

tivity. Naniing renrains relativcly unex-
plored b;' foreign 6mrs. Vhilc Shcnzhen.

Shanghai. ancl otlrer (()astal citics look iln
early leacl in (;hina s cfli)ns t() anrrct for-
cign invcstmcnl, Nilniing remainc'd vcry
much in tht, slxld()ws. A &)mestic indus-
trill lr:rdcr. vital lrnnsfx)niltion and co,n-
nruniciltk)ns huh. stralcgic nrilitary stlg-
ing gfi n rn(1. Jn(l inrfx)fl xnl nruntrfireltrring

basc. Nanjing devoted .()mprmti\cly Iinle
time ()r cncrgv k) s()liciting forL-ign invcst-

ril(nl in thc c:lrl) l(' !nid-lc)80s. Sinc(.

l9titl, houclcr. tlrc citl'has inrpr()1cd its

inl'rx\Iru(trrrc. *irlplificrl its lirrcign in-
vestnrent approval proccclurr:s. and set

3l

nii

A new oirport,
exponded port,

ond high-tech zone

could tronslorm this

oncient city

anjing, in Jixngsu l'r()vincc, is

primed to bscome a u'orld-
class city. tly the end of thc'

century, China s fomrer capital
phns kl doublc in size from 120 ro 2{J
sq km: c,'t:rbltsh indtrstriul srttr.llitcs in
file ncarbl' counties: huiltl an interna-
ti()nal xirport that can acconrntodatc
1l(xring 7e7-400s and 6.5 millkrn passen-

gcrs annullh': cxpand its po(i and dc-
velop ne* nnd and rail links to Shlng-
hai and Ueiiing.

Nxniing s evolution int() a 2lst century
citl u,ill be dctcnrrincd by the grorth of
ils cxisting industrial cntcrprise s-such as

Yangtzc Pcrrochcmical. Nxniing Aulo
V()rks. the I'anda Group (clcctr()nics),

and Nr n jing Turbinc-antl nurncr()us
high-tech anrl ccononric zones that huve

hecn sct up in the last six years.

)'d, th()ugh thc rruniciprl g()vcmDrcnl

'lelcomes f<rreign investnrcnt t() alssist thc
citv,n rerching ils llo:lls, it d<rs not go
()Lrl ()[ its way lt> attract firrcign firnrs. In-
dectl, pcrhaps thc greitcst dislincti<:n be-

twecn Nxniing ancl othcr [lirj()r Chinesc

cities is lhe r.rrnfitlencc ()f its ()fficials thilt
tlrcir ci(y is a linchpin of thc national
econornt,and:ts such. its (lcvck)pnlent is

lxlth a provincial xn(l nationrl prioritv.
Thcrc,lirrc. l{) lhc crlcnt thit lhe intercsls
o[ a toreign <rrrplnl coincitlc n'itlr the
intercsts of lor:al o[ficirrls. thcst inrest()rs
lrill Iinrl grxrl ()l)lx)nunitr(\ i,r \Jniing.
|inrrs sinpl) kxrking to cstlblish Ihern-

sclves as playcrs in llle regi()nll llr rkcl,

I
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rocus
up ccon()mic devekrpment zones to it-
tmcl high-tech industries.

Even u'ith thcsc improvenrents, Nan-

iing's business infruslnrdure cannot corn-
pare with thar of Shanghai or lleiiing. Brx

these factors obscure Naniing's funda-
nental assets-its imfx)nance t() the d(>
nlcstic c(on()nly Jnd its kxJtir)n. NxnlinF
lies 300 knr wesl of Slranghai on lhc
s{)uth bank of the Yangtze River, right in
thc middlc of the lusin supplying thc
bulk of East China s f<xxlstuffs. The cities
akrng the Yangtze Rivcr have hecome :r

priorit,v firr Statc planners'next great
'dragon <>f devcloprnent, witlr Shanghai

as rhc dragon s hcacl. Nrnjing the neck.

und Chongqing the lril A fcw t]ciiing
planners even foresee rlre eventual dcvcl-
opnrent of a continuouri megakrpolis he'
trvcen Shrnghai and Naniing.

Nanjing s locrtion is also crucial to
China's interi()r markets. Thc city's
Yangtzc River Bridge carries all highrvay
and rail traltc bct\1'ecn Shxn8hdi on the
coast rnd Wuhan 1,810 krn uprivcr. and

tion, and third in the manufacture of
trucks rnd ar.rtos. Accrlrding to a study
con<luctc,.l hy centrul 8()vcrnmcnt rnin-
istric,r rn Dcccmhcr 1992. NJniing ij.

China's fifth most pou,erful industrial
center. Since 1949, Ueijing has plowcd
nrore rhan Y18.9 billion inlo 70 key pr(r
iccls in the Naniing area. accounting f()r
nrore thxn 36 pcrcent of kn l capital in-
vcslment. The ciry itself investetl Y30.6

hillion in light and hca!ry indusries dur-
ing the same time period. helping build
tl)c Yizhcng Chc,ni(xl Fir^\-r C()., ClrinJ s

largest chemical fiber plant. and Y:rngtzc
Pctr()chemica l, thc country's larSest
pctr(,(*hen cal finu.

Nrniing officials believe future cco-
nomic Srowlh rvill stem fr<xn expanding
thc city's succcsslul industries, such as

electronics. auto, and chcnrical produc-
tion. Other scctors \\,ith gro*th potential

inclucle construction matcrials and light
indusrrixl products, cspccially textiles. []y
2010. Nrnjing officills hopc to dcvel<>p

the cit), into a trade, financial, tcchnol-

European Community officials an-
nounced in December that they will es-

rablish a Europe Science and Technol-
ogy Park in Puk()u lo supp()n 14 ncw
investment proiccLs there.

Pukou is authorized to offcr slrcial tax
and invcstmcnt in(ntives to attrad ne$'
induslrics such ls rrkrtics, bi<>engincer-

ing, and devckrpnrent and pr<>duction of
high-tech materials for the construction
xnd clcctronics industries. Cunently, for-
eiSn-invested enterprix-s (FIEs) located in
llukou enj()y a tw(Fyear tax holiday surt-
ing with their first profitahle year, and an

income tax brcak fr<nn 15 to l0 pqrcent if
nrore thrn hlllf of thcir ou(put is ex-
poned. O(llcr txrnuses for Pukou-based
entcrprises includc tariff exemptions for
imp()ncd inputs used in cxporl produ(.
tion and accclcralecl depreciltion for
equipmcnt used for developing ne*'
technologies.

lnlrsstructurs the uook link

Ilcfore Nanjing can leap into thc next
ccntury, however. it musl undergo exten-
siv(' intrar'rructuR modcmizali()n-pJ11ic-
ulJrly ()f itj, pon untJ airpon frcilitics
From 1949-93, capital spending on the
city s tr:lnsp()n and telecommunicati()ns
rnfr:lstru('tur(. emounlr.d l{) YJ.-t hilli()n.
Inlestmcnt in basic infrustructure relating
lo \!.lter. gas, ilnd other utilitics topped
Yi.9 billion cluring the saure period. Nev-

crthelcss, Nanjings infrastructure is still
tunrlerdevekrperl, rcsulting in procluction
and tmnslxrnltion tx>ttlenecks.

To help overconre thcsc ol)staclcs, thc
city hirs cmbarkcd on an mhilious pr(>
grJm ()[ inhastnrcture improvements. Ma-

frr projects include:
I Nanitng Port Ao cxtensivc, l5-year
dreclging project to cxpirnd the 9U-km
long Naniing p()n-rhe c()untry s sixth
Iargc'st-will begin this yexr. Port (?pac-

iry is slated to increse f()m lhc current
60 million t()nnes annually to 76 nrillion
tonnes hy 2000 rnd 149 nriliion ft)nncs
by 2020. 'Ihe secon<l phasc of the Nan-

iinlE Pon cxpansion will include tlre con-
struclk)n o[ r .30-bcnh decpwilter fx)n in
l-()ngt.ln. T he ncl\ p()n \r'ill cventually bc
lrble lo accommodute the largcr vessels

lhat now dock in Shanghai.

NrniinB l'()n's ncwly l\rih Xinshcn8il\'ei

Forcign Trude Ilartxrr is capable of han-

dlinE 25.000-tonnc ()(eln-g()ing vcsscls.
'Ihc harhor accomnl()diltes regularly

rls() connects rolcl trulfic u ith thc largest

rlilrrrad rrrr'lrlling larJ rn Er.t Clrirrr.
Thc bridge s lrcighl rcstricts \'cs:icls lxrScr

thiln 10,(XX) lonncs 1r(nn plssing lrcncath
itr all lic,ight firr points firnlrcr \r'cst nlust

lr off-loaclcd in NxnjinS:rrld shippcd ()n

snraller vcsst'ls.

A skong indushiol bose

l,oculion asiclc, Nanjing ulso has a

cornl)xrxti\'(l\' (leve[1)ecl industrial core.
'lhe citl' rlnks secrrnrl in tcnui' ()l'
(lhina s elcctrrnics lncl clrcnricul pr<xluc-

()gy. and infomati()n centcr l)y mrking
tc-leconrmunications and scrvicc scckrr
deveIrpment top priorities.

Pukou. a Statc Council-a pprovcd
Irigh-teclr zone in Nanjing, will bc a cm-
cial factor in the city s effonri t() lrttrrct
forcign capital xnd trans[<rrrn itself into a
high-tech developmcnt ccntcr. l,ociltcd
in a 16.5 sq knr arel nonh of the city.
lhc z()nc c()nlatls a T.riqan investmenl
rrcx, x univcrsily lrntl rcsc':rrclt clistri't.
ancl a ccntral aclministrative area rvith
banking. Custonrs. ancl hotel senices.

Populutio :5.1 million
GAP Y12.6 billion
Auemge Pr capitu incone: y5,454 W ye.rt
'lotal rptail l/tles: I 14 .2 billion
'fobl p"rso,t.tl saLings: Yl l.4 billion
Fbtyign di,w;t itunst r4rrr $2.3 billion contrictcd

$700 million utilized
/r4rrrsr $260 millk)n
.tgr,ds, $360 million
,llaior irulustries: Ele(lr<>nics, automotivc manulacturing. Irct(xhemicals

All st:rtistics are l<rr yc:rr-end 199J.

S()rrrccs: .lLrlirr,izl )iurlxxth o[(,lbiw .199r, Nanjing nlunicipal governnrent

N At o Glonce
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focus
scheduled conniner shipping services k)
HonS Kon8, Japan, South Korea, SinSa-

pore, ()ther Soutlreast Asian pons, and
the Mediterranean. A Yl00 millkrn dedi-
cated wharf for automobile and truck
shipping is currently under construc'tion
and is expected to handle 300,000 vehi-
cles annually by 2000.

I Nanltng Atrport Uy 1996. ! ncw in-
temati()nal airfx)n will (onne(r Naniing
with major cities around the world and
expand annual air cargo capacity fronr
the current 10,000 tonnes t() 120,000
tonnes. Thc cxisting airport handlcs
flights to China's m:ri()r cities, but has

only a small international rernrinal firr
fliSlrts to H()ng Kong. The first strge of
thc nc'lr'airpon, already undc.rway, will
cost Yl.58 hillion and is lrcing funded
by the provincial and municipal govern-
mcnts as wcll as the State l)evel()prrent
llank.
I NanrinS-Shaa8hai Expressway A

new express\1:ay, also scheduled to he

completcd in 1996, will crlt the scvrn-
hour drire beru cen thcse lq() .ities in
half. The joint-venrurc projcct uill cost

Y4.76 billion. with Y680 million slated t()
come tir>m Beiiing, Y1.89 billion frorn
I{ong K()ng investors. ancl the rest to be

r:rist d lhrorrgh tllc ral( ()f s( ('uritres.
vorld llank expcns cstimatc dlal dxilv
trafnc on the t<>ll road *'ill be ckrse to
,30,000 vchiclcs by the year 2000. In ad-
dition. lhe NaniinS Ring R(rld, r new

express highway designed to alleviate
trafhc congestion by pruviding an effr-
cient way to bypass the city center,
opened ahead of schedule in the fall of
rw.

By 2010, Nonling

officiols hope to

develop the cily

into o trode, finonciol,

technology, ond

informotion center.

I Ya'tgtze Rlver Bddge Thc city plans

t() turther lxx)st Pukou by lrr,rilding a new
bridge jtrst west of the old onc. A

Malaysian contractor, Chcngong Success

Croup, has been a',r'ardcd lhc $145 mil-
lion contract, which also inclu<les con-
structi()n ()f ! 1(r-krn highwav t() c()nncct
thc lrridgc t() nuj()r road\\irys. 'l'he pro-
jcct is sclrcclulccl to be completc'd l)y the
year 20(X).

lnvcslnrent zone brrcr

As p n of the city s industrial iLnd infr.r-
struclure nrlke-over, thc municipal nd

provincial govemments have, approved a

number of ecooomic zones to lure for-
eign investors. starting wirh Pukou in
1988. The provincial govemment subse-

quenrly approved eight additional zones,

bringing total capital spending on special

devek:pment zones in Nanjing and irs

oudying areas to more than Yl billion by
the end of 1994.

Among Naniing's development zoncs
is the New Pon economic development
zone. adiacent to thc Xinshengwei For-

cign Trade Harbor. vith its own rail spur
to natbnal trunk lincs, the New Pon of-
fers easy access to intemational and dG
mestic shipping. ln 1994 Iniziarive Lom-
hardc of ltaly signed r $150 million
contract with New Port to build a 1,000
sq m international exhibition center,
scheduled to open in 1999.

In June 1992, Jiangning County, south
of Naniing, initiated a 9.1 sq km eco-
nomic developmeot zone that is nos'
home to 107 companies from the United
States, Japan, Sweden, Hong Kong, and
Taiwan. Total investment commitmcnts
are in thc neighborhftxl ()f $5t10 million.
Thc county, q'hich has spenr close to
Y370 million to build thc first phase of
the economic zone, expccts the infra-
structure for the final 6.tl sq km to be
completcd s<xn. Thc clevekrpment zone
is situated in a prime location mid-way
betwcen Nanjing and the pllnned airpxrn
on the periphcry of the ncn, ring road.

'fhe newest developnrent zonc in the
area is the Naniing Vallev project. which
h:rd its ribbon-cutting cercnrony lrst
sumrner. Unlike thc ()ther g()vcrnnrent-
sponsrlred zoncs. this pr()iect is a,oin(
vcntrrr(. l)ct\l'ccn th(, Stirt(.{)\\ n(d Xilln-
lin Sktc Agriculturc and Gftzing Famr

!rnd Allrnli( tiulf Asi.r Holclings \\', :r

subsicliaq, of Us-hascd Atlxntic Culf
Communilies Corp. Acc()rdin8 to thc
proic.t s mirster plan. Nanjing Valley
rill occupv 15 sq klr of lancl f<rr high-
tech and light industriil usci c(nrrnlcrcial
rnd offir'e sites: high-densitl lnrl luxury
rcsiclcntial silcs: h(,tcl and rcI{il l.rcili
tics: x l)usincss. truclc, und cultural c'cn-

lcrr rnd ('()nlnrunit) filcililics. Evcn
tltouglr tlrc zr:nc tlor':' nrrt offer in-
vcst()rs iflccntivrs nv nl()r( favorable
thrfl th()se l\':lilirblc in ()thcr pr()vincial
zones. thc presencc of x tiS pxrtner
{'ith nunagement knos-hcxl could lre
a stnrng clran ing card.

Noniing Port is slobd for o mojor overhoul thqt will more thqn double ix copocity.
I'l\)tt) tt),/rh,\t t,l l\'h r lkt<litt^

Jonuory- Februory 1995 . Ihe Chino Business Review 33

=fr:_,,

rE,

.1

n 3It
tr

r '.^

-I

pi

L-E

t

!

t'"
,T--lIll



FOCUS

Foreign lnveslment in Noniing

By Country of Origin

Other Asion
countries'9"/o

' Ausl'olio, Jqpon,
Mocoo, Singoporo

Qlher' 7"/"

Construction 4"/"

' Agriculturc,
educotion, hcolth,
reseorch & developmenl,
lroniportqtion

Conslruction
532.4 million

By Registered Copitol

Orher' $88.6 million

' Agriculture,
oducqlion, heohh,
rcscorch & developmcol,
Irqn5portolion

SOURCE: Nonjing Municipol Stotislics Bureou
NOfE: Doto is cr.rrrent os ol August 1994, bosed on o somple o[ 2,607 enterprises

\Vhilc Pukou is the only zonc to havc
receivecl centrallevcl appnlval, fir,e other
€conomic dcvclopnrent zones in thc

Breiltcr NJnjinS :rrcl hlsc llcen given
provincial lpproval lo Sr:tnt prefcrenlial
treitmcnl k) lbrcign inveslors. l'(ral gor-
<'rnnrent offiei:tls .li'rcn th.rt th(, pr(,rin-
cially approvetl developmenl zoncs-
though thcv ire nr)t State Council
approvcd-rr'ill not bc vulnerable tcr

cmckdowns by llcijing.

Asion ftrms leod the pock

lly -lunc I99.r. Nxnjing s cc()n()mic de-
ve[rprnent zones harl ttrxcted -]51 li)r-
cign investmenl pft)iecls \\'itlr l(nal con-
tracterl vrrlue ,)i i8i0 millr()n. F()r(.ign
pxniciprnts in thcst'zones includc large

conrpanies like Ericsson of Sweden, Akzo
l'hlrma ()[ tlolland, ]bto (r -lapirn, Pel>
sic() In(. ()f thc United Stales. Siemens of
Cermany. unrl Northern lclecorn of
Canada.

Despite this irrrprcssivc list,70 pcr-
cent of foreign inveslnrent in the NJn-
jing irr(r llJs <rrntc fronr.nrull .{rirrr
c(),nl):lnics ( slr, ( llxrt ). cspccillly fr,:rrr
'[aiq'an. The str()ng T:li\\'xn presencc
cxn l)e ttributcd lo the ckrse ties of thc
islrnd s rcsidcnts to Naniing. $hich

'ervc,.-l rs rlr(' \Jti()nJlisl (.lpit:rl lr(nn
l92tt-37 ancl again fr<>rn l9{5-.19. An-
()ther rcason nly bc that oversels Chi-
nese businessptople hrve lrcn quick r<r

rec()gnize Naniing s strategic role in the
dornestic econorny, while kral ofhcials
6ncl it easier to thr l)usiness s'ilh entre-
prcncurs wh() shxre r sitllilar culture
ancl l:rngulgc.

Although Nanjing s locati()n in thc
Yangtz-e Rivcr Vallev is its greatest asscl.
ironicxllv, it mav also lx the pri[rary rca-
vrn f,rr thc cit) \ lxtc strn tn a[rx('ting
Vestcrn investment. During thc 1980s

and exrly 1990s. trS firnrs in panicuhr
wcrc not eJgcr t() c()pe wilh the rclative
inconvcnicnce ol doing business in thc
interior when r'iIies on tlre c()ast wcrc
:rnxi()us t() accommodirtc tllcnr- This rtti-
tude wrs nr:rrle nJinfully clcar Ir) NxniinE

in l(r&r \\hcn its pl:rns to ircl up :r i(,int
vcnlure u itlt .l largc Arneri('an computer
((nrrpany wcre scumlcd at thc lasl minute
whcn th( t':i si<le rlecidcd thir NaniinS

could not offcr suitJblc livinl{ or cduca-
tionrl fxcilitie.s f()r expatriltc fxmilies.

'lrxlal', the city is still we'rk in these ar-

eas, although { one-rooll internationrl

USA
11"/"

foirron
?e/"

Hong Kong
51"/"

Reol Estqte
151"

lndustry
687"

Reol Ertots
S43O.5 million
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Rest of world 97"

By Sector

(ommerce 67"

Commerte
386.5 million

lndustry
$963 million
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lized. According to the annual meetinS
of the Naniing Municipal Party Cornmit-
tee last O(Iober, toral utilized foreign in-
vestment in Nanjing is proiected to
reach $l billion by 2000. Municipal
leaders also estimate the city's GNP will
hir Y86 billi()n by 2000 and Y250 billion
by 2010, for an annual growrh rate of 1l
percent.

Presently, although Nanjing's growth
rates are high and it offers tax and orher
incentives similar to those of other ma-
jor Chinese cities, the city is not an ex-
traordinary bargain. Iabor coss are rea-

sonable, but not markedly cheap. The
city does have an unusually high per-
centage of skilled workers, though,
thanks to the largc number of universi-
ries and research insritutes in the vicin-
ity. land is available, but it is not much
cheaper or easier to lease than in other
developing areas of China. According to

chcirper to start operations. Since
Naniing has many universities and col-
leges. there is no lack of manpower,
and the pay scalc for workers in the
Naniing area is lower thrn in Shanghai
or Cuangzhou. Also, our factory is
locatecl near our primary market, mak-
ing sourcinS raw materials and distrib-
uting the finished products relarively
easy

Thc maior disadvantage is that Nan-

iin8 has no modern international air-
pon, thouSh ground and sea trans-
porlation links are convenient.
Sc'nding products by air freight. how-
cver. is a nrrjor lrcxdache, as there are

no clircct overseas flights except Io
HonS KonB. Thcrc is also not cnough
rcsidential housing tirr cxpatriate staff,

and no rerl schools f<rr lbreign chil-
dren. i\riln) vestcrn l)usincsspeoplc
lrave ulso c()mplained tlrltt the city
should publish its conrmercial rules
and regulali()ns in English J() that ft)r-
cign investus cxn understxnd them.

ANoniing Experience
.\eu: lb* lnse.l Grul Pwnp hrc , orc
ol tbe uvrld\ laryest ptxlucars of huhts-
lri4l-t4s., ptmp\ qprur.s Nanjitgs t)ld.
esl loreign-int'eslcd Joinl Lvnlut? Ge(
The CBR, M.t June 199). 1t.44). .thtcc
19a6. Na,t]ing Goukls I'uDtP C:o. Ltd.

bus lxor pnxlucing dc4ruell arul sult-
nkrsible turhi,te Punps lor irrigatlion
.t tL*'in clettrkal 1xruvr uud <henr
..al plq ts CBR A\si\tdnt F.dib| lllichsel
Hsu tetottb'spohe tti l Yung Cbishutg,
tbe Joitt t,citt.re s Bencral managcr,
dbotn (;o lrls pcrc.plions oI Na,|-ji,tE

he sire lot its .i.rint &nufiv'r

Yong: !i'c first tried to negotilte a dcal
in Sh:lnghri \r',th th(j nrunicipal IE()r'-
emnrent, but officials lhere u'crc <h.rg-

ging thcir fcet.'l'hen rvc trlkccl to
NJniing l)c('p\r'(.ll Punrps Vorks ancl

tllc Niroiing flruni( ilxl llotcrnllreflt,
hotlt of qlti.fi \\'cre l'Jr rn()rc cntllusi.
:lstic xbout the p[(ricct. (]oul<is o$'ns
l5 perccnl ()f tlrc i()inl vcnturer ()!rr

CBl: wberc do ytu nnrkt .1our pnfi-
uclt?

CBR: lthclt arc the .adtr,uktges a,vl .llt-
atlrantages of md ufacturinq tn
Nanjine?

Yong: l.:rnd .()sls ill \:lnjinq Jr( lo\\'er
lll,ln rn Ilr( rr,L.t.rl .ucrt.. rr.lkirlg il

INTERV!EW

primary "school" was established by ex-
patriates in 1992. vcstem firms have in
vested in the city nonetheless. some,
such as Philips, have come in order to
panner with specific Nanjing 6rms. Oth-
ers, like C(ra Cola and Purina, seek to
establish a regional presence io the
Yan8tze River Basin. Few foreign in-
vestors use Naniing as an expon manu-
facturing base since coasral ciries like
Shenzhen and Shanghai offer more con-
venient access ro international trade
toutes.

Over the last six years, foreign invest-
ment in Nanjing has risen dramatically,
in line with the growth of the national
economy. In 1993, Naniing approved
1,340 foreign-invested enterprises (FlEs),

more than the total number approved
frcm 1979-92. Foreign investment com-
mitmenls stood at $2.3 billion at year-

end 1993, with $700 million actually uti-

Br<xrke Hillier Parker Research, land in
Pukou coss about $40 per sq m, com-
parcd to the minimum S50 per sq m in
Shanghai or Suzhou industrial zones.
FtLs looking for an inexpensive piece of
real estate lcrated near an i[temational
airpon may not find much to set Nan-

iing apan from a dozen other cities.
Nevenheless, Nanjing's strategic l(xa-

tion and imFx)nant role in China's inte-
rior will not diminish in the future.
when ils infrastructure proiects are com-
pleted, the city should become more ac-

cessible to western investors; as eco-
nomic development spreads to China's
interior, it will do so primarily along the
Yangtze River. Nan,ing, like its si"ster city
in the Uoited States, St. Louis, should
find itself acting as the gateway to the
country's westward economic expan-
sion. k

panner, Nanjing Dcep$'cll, oi{ns 45

percent; and the Nanjing Trust and
Cr>nsultancy Co. of thc Bank of China
owns thc rcmainder-

!(/hen we smned, ne coulcl pnxJuce
1,000 purups annually. Non'r'e have

4fl employces and a pr<xluction capac-

ity of m(xe tlran -1.000 units. V'e manu-
facture 90 perc'ent o[ thc pans rve necd.

Yong: \l'c scll punrps all ot,rr (,hinl
l)ur nlainly in Jixngsu l'r()\'irr(c. l'lrin)'
per<'ent o[ our output is cxfx)ncd t() thc
ITnitcd Stiltcs. the ]\tiddlt Eusl, and
Southcilst Asir. Our tr()ss s:rles in l99l
\\'crc Y26 rrlilli()n (l SS-3.1 nrilli()n) .
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Th in king

I John Brennon

t John Brennon, formerly lhe commer-
ciol ond e<onomic offtcer ot the US con-
sulob generol in Chengdu, is currenily
wifi fie Siote Deporlment in
Woshingron, DC. The views expressed
in this orticle qre his own ond do nol
reflecr those of the US govemment

E) ;:::'.1:[]l::J,lll:::l : 1,,';,.lI

f( runitic,, for sir lruan. the lergcsr
I \pn,tin.. in thc intcri{,r. ll)rce
ycars rgo. Sichuan s maifl cxfxln was silk
and it$ primrry fi)rcign invcstors \[,cre
smlll firrns inv()lvcd in the frxrcl-prcress'
in8 industry. Trday, Sichuan is last be-

coming a leading exponcr ()f el('ctricrl
and electr()nics products and Vestern
firms are invesling in a growinl numher
of large-scnle j()int venturcs in telecom-
munications, clectricily generution. phar-

maceuticals. aerospace. and other high-
tcch inclustries.

Ncvenheless, the pn)!ince continues to
have an image problc'm with foreigners
and Chinese alikc. On the onc hand,
Sichuan is viellcd as l havcn blcssed
s ith ahundant agricultural pr()du('lion.
g<xxl '"valer resources, and natural defen-
sive b()undarics. On the other, it is scen

as a hinterhnd largely cut off from thc
rest of China. Iloth views havc some va-

lidity and Sichuans split personality,-
whilc rnasking the prol'ince s real poten-

tial, suggests thlt thcre are pluses and nri-

nuses t() d()ing business there.

An industriol legocy

ln temrs of gcographi(' Jrca. 5i( hlran is
hy far thc lirrgcsl pr{)vinc( in Chrna s

Southwcst, \rllich sprns an xrea equal in
sizc t() the $'estern United Strtes. Vith
100 million pcoplc. Sichuan is also
China s m()st px)puk)us pr()vince. A lush

agricultural plain surounding Sichuan's
caplal, Chengdu, is home to 70 perccnt
of thc pr(rvincial p<>pulation. Almost all
major rivers in China flow through
Sichuan, providing the province with
one-quarter of the PRC'S potential hy-
dropower resources. Sichuan also boasls

China's large$t gas fields and 40 percenr

of its proven narural gas reserves, as well
:rs the largest deposirs of titanium and
vanadium in thc country.

Given the apparent predominance of
sichuan s agricultural economy, many
outsiders may not be aware of the
provincc's diversc and well-develope.d
industrial base. Sichuan's econ()mic out-
put is in fact equally divided among
hearry industry. light industry, rnd agri-
culture. While 84 percent of the
provincc s populalion works in agricul-
ture, slowdowns in agricultural ()utput

are pushing 2 million people cach year
to seek johs in industry. This trend is

likely to continuc,, as Chinese workers in
Sino-f<lreign ioint ventures can easily
earn two or three times the Y700-900 av-
erage annual farm wage.

Sichuan's industry has long enioyed
special ties lo thc tjnited States. US ser-

viceme n-sla t ioncd in Chengdu and
Chongqing. China's capital frorn 19JU-

45-are still fondly rememherc'd as pr<>

tectors from the Japanese lx)mhing raids.

The war with Japan laid rhe foundation
for key industrial sectors such as nrachine
tools, autos, and aircraft, all of which

I

Em-'-l d

( I

36 The Chino Business Review o Jonuory- Februory 1 995

Giont Sichuon

Province plons

to become

Southwest Chino's

economic hub



FOCUS

were c()nccntrated in Sichuan and other
intcrior regions since Shanghai and most
of the N()nhcast were tx'cupied by the

Japanesc. The s,anime industry formc-d

thc basis of thc provincc's cuffenl indus-
trial(apacity.

The \0orld \Var II experience also
firnrly established lhc n()tion that
si(huun sJs u hlven srfe frorn li:reign
invasi()n. ln thc lX)os, xfter thc Sin(FS(>

viet split, the Chinese governnrent set

up stratcgic inclustrial birscs in the intc-
ri()r. fJr Ir(,tn llle lllr(.irr rrt lggrr.ssi()n
from eitlrer thc S()\'iel llni()n ()r thc
llnited Stxtes. Sichuan hcame the ccn-
ter of the "thircl line.' r Maoist policy
that callcd t<:r the creation o[ parallel in-
dustries in China s hinterlands. tlnder
this stmtegy, lruge industrial plants were
rclocatccl from Shanghai. Uciiing, and
thc Nonhetsl l() thc interi()r tluring Ihe
late 1960s and carly 1970s.

'l'hc' influencc of thir<l-linc der,ekrp-
rnent wrs felt across Sichuxn. as the
province dcvelorrd independent mxnu-
farturing caprcity in vinually evcry scc-

tor. Complcte indusrries were trans-
plantcd r() Sichuan, including plants
dedicated to the mrnufacture ol steel
(Great \(/all Stecl. Chrngdu Sexnlcss
Tubc), c()mrnunicrtions equipment
(Chengclu Cahle, Xinxing Instruorent),
petrochcnricals (Sichuan Vinylon). and
clcctricity gencrati<ln cqul)ment ( l)(n1g-
fJnH lirrhin(). lhircl linc cnlcrprises rn

thc prrrrinrc lr('quired rnrn,rgrrs fr{,nr
coastal cities to lnilcl ancl run thr plxnts
and scicntisls k) staff resc:lrch and devel-
opmcnt ( R(tl)) facilities.

-lixlJt. rnrxt rrf Sir.lruuns third linc rn.

dustrics remrin intxct. The pr(rvincill
governotcnt has attt.mpte<l to lrci;rPt

thcse tnrrlilrr,nal Slirle-r )wn(\l ('ntr,rl)ri{c\
t() thc neu, lxrkd cn!'ift)n 1ent ()f tlrc
l()(I)s l)y l({ling rlrcnr r(,lin(luislr (cnJin
s()cial functi()ns ilnd strerrnlinc lhcir
\\'()rkfbrccs. Sornc, likc Donglang lilec-
tric. hrnc llred q'ell in Chinr's rrore
()pcn. c()n)pctilivt, cnvir()nmcnl. hul
nrxn)', such as N(). 2 llea\') Mxchincn.
r(r)rJini] dr:lln ()n \lxtc 6nilnc(\ l'r(Ain-
cial ruthoritics have tricd t() privatize
ll)(s( n)()n(y-h,\cri' (rr ('()n\.(jd llrern inl()
joint-strrk c(nnp nies. l)ut with lirlitcd
slrcccss-fcw inv(sl()rs :rre \.!illing t()
l)u)' thc l)l()ated Iinrrs. panicrrl:rrlv tlrose

in dcad.cnrl \((t()rs Tlrc (;h()nB(ling

Knitting lvlill. frrr cxan4rle. lilrntl r buyer

ated a university with <>vcr 26,000 stu-
dents, the largest in thc PRC. Much of
Chim s nuclear rnd aL'rospace R&D fa-
cilitics arc also located in rhe province,
in(luding r fusion research centcr, the
country's largest wind tunnel, ancl the
counlry'ii ()n l) atm.)sPh(ric tcstinS
chambcr firr iet c'ngines. According to
Sichuan authorities. nrany trained pr<>

fcssionals from these universities and in-
stitutcs remain in the province, despite
thc lure of higher-paying i()bs (rn thc
coast.

neighhorhood ()f Sl0-{0 million, and
c()nsumcr clcctr()nics exp()rts ar()und
$100 milli()n. []l((rning investnrent.s by
[,ianl()ng, ! nc-\ ' telec()mmunicxti()ns
firm. shoulcl furtlrcr expand Sichuan's
elcctronics induslry. Pr(xlucti(rn ()f light
inclustrill gtx s such as textiles and ap
parel is inhihitcd by Sichuans distance,

from major pons. which makcs it diffi-
cult firr the pr()vin(1, to competc- with
coastxl cilics. Ncvcrthcless, I lS-basecl

Bugle llo)'and othcr fi)rcign garrncnt
makers havc ()pened tnsnufircturing fa-

cilities in Sichuan.

1hc pnrvime s ,'llrme()us univcrsities
and civilian and nrilitary R&l) institu-
1i()ns nrakc it rvell cqr.rippecl to host
high-tech ancl lllilitxry-rypc cntcrpriscs.
Imp()rtJnt rclli()n!l canpuscs aod re-
scarch t-a( ilities for several tuinistry-run
institLrtir)ns. sutlr rrs tlrc S()ulh$cst InJli
ture of Comnrunicltions undcr thc Min-
ii'lr) ()f llililwrvr,. Jr(, l()cirt(d in
Chcngclu. In April 1994, tlrc mergcr ()[

lhe Chcngdu []niversity <:f Scic'nce and
ltchmrhrgl end Sichuan l-hiversity cre-

Although Sichuan has succccded in
lmlstcring its ccon()mic 8()$'th ovcr lhe
past dec{dc, the gap berween nrral ancl

urbun arc:rs es lvcll ils coJrtal :lnd int(.ri(rr
prolinccs is widening. As a result. as

manl'as 6 million uncmpkryed peasants

have slreanled ftur Sichuan s rurul rrei$
to maior coasral citics in rccent ycars.
putting prcssure ()n h{)using and s(}cial
wclfare providc,rs in thcsc (ilies. Cenlr.rl

lc.aders lerr the disparit)' bcrwcen thc
c()xst and inleri()r areas c()uld threalcn
the nation's s{xial stability.

As carly as 19t90, provincial and kxal
leaclcrs l:ad already lrgun to vojce their
(li:'(r)nl(nl $ith n:rtion;rl B)li(i(s thxl gi\c
tllc c()astal areas atn advilntage ()vcr the
intert)r. Thc ccnlt.Jl g()vefllnrent's recog-
niti')n thrt 'refrrrnr;rnd opcning ;xrlir it.s
shorrlcl apply to thc interior as we,ll as the
('()Jsl (':rnrc Iirllouing l)eng Xiroprng.i
uell-publiciz-etl trip i() Shenzhcn in Janu-
ary 1992. Latcr tlut sunlnler, Ilcijing de-

thrcd tlrc nraj()r Ylnglz(, lli!'cr crtr(s. in-
clucling Chongqing, '()pcn in the sarne
way as coastirl cities. As result,

Populatbn: I 12.5 millkrn
GDP YlU6.6 billion
Auerage Fr cupita income \ I .434 ?er year
'lbtal re,ail utles: Ytl} .tl 6illi<rn

Tdal Prsotal tal'tr,gs: y71.4 billion
Forvign .lift{t intLstner?L $7.6 billion contr.rded
/rrA)rs:: $ l.l billn)n
Erfxrrrs: $1.7 billion
Mdjor indtLslries: n rchine buildinS, mining, electronics

mdrllurgy. chemical cnginccring. farming

S()urccs: lJrls (,hirrd, Sl.tlislicdl IedrlM)koJ Cltit.t 199.1

)

Sichuon Profile

ll
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only uhen thc g()vcrnmcnt assumed the
plant s retirenrenl ancl pcnsion <osts and
alkr*ed the nes'invesl()ni to firc twr>
thirds of thc workl<rrcc'.

Picking up the poce

Crrnently. SichuJn s lelding industrics
arc (lrct()nic and elcctric.l grxxl.s. nra-
( hine ry, p()wer gcncruti()n cquipnrent,
huilcling ntaterials. ancl metallurgy. Pro-
ducti()n ()l clectnr'll lnd clct'tronic
grxxls hirs increirscd <I.rickly, with 199:l

exports o[ elecrri(al equipnrenl in thc
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INIERVIEW

Cpen-Armed Sichuon

Pu: 1he province is a grxrcl pluce t<r

invest h(rcausc il i5 rich in nrtural
res()ttrccs. Our hy<lropower resources
are conrparallle t<t tlrose of Clnada, and

Sichuan is hornc'to Chinas largest nat-

ural gas fields. ]lletlls and nrinrrals,
including ir()n, r'anatliunr, mirngilncse,
golcl. non-fcmrus mctals, linrcstonc.. lnd
grlphilc. :lrc lhunchnt. (;ovcrnmcnt

Jxrlicics llso rnlke Sichuan a grxrd placc

lilr f<rrcign invcst<lrs.

Sichuln rvelcorrres all types of lilr-
eign rnvestmcnt. Lilrge l'S. Gernrxn.
Sing p()relrn,.lapilnese, ancl othcr f<rr-

cign ('{nnpxnies are illsl n()$'c()nring t()
Siclru:rn. Iht. l)r(\'in('(,'s l:rlxrr forcc rs

()0 nrilli()n slrong. including 1.5 nlilli()n
technicians rnd cn8in(ers.

Currcntl\', ()\'cr li(X) pr(,ic(Lr are seck-

ing firreign c(x)perilti()n, including pnr
ic(1s in\r)h ing Scner:rtkrn ol hvclrrr lncl
thcrnr:rl power: construclion of high-
tr'x!. nrilroad. .rirp()n. and n'hrtrf f:rrili-
ticil an(l pr()du(tion of clr-ctronics.
telcaonllrlunia:ltkrrs. nlrchinc.n. ortll-
Iurgy. ilvixti()n, end othel cquipDlcnt.

Morlin: ll,,a tnttttr.fi'rctqtt ttrt,stctl
ott..tl)t t\t'\ t l:ll:., ' .tt7' tl\-ti Itt\i.lt tttt'

Pu: 'l ht nt'Irlr'5.(){xl Irllis (urrcotl\'
()t)cr;tting itr Si(1lul!n rt prcscnt a total o[
S r.9 billion in LrriliTe(l invcsrrncnl.
Alx)ut 1-0 rlc I S \e,ltrrrr\ ] lrcse ltrr s

:trt irtvr'htrl rrt llrc prrxluctron r'I r.[.t-

r]rrxrd drill l)its, l)clrxllcllri(Jls. tclc('(nn
s\\ it( hing cclLriPrncnt. lil)cr ()l)li(s,
c(.rn(nl. dctergunt. l[rlo gclr:i. pltlrmrlr-

ccuticals, sofl drinks. rntl mincn! srtcr.
InvcstDl(nt in st-rl ir't. industries is also
grrs ing lnd \1c xnlt ipatc llx)r( iDvcst-

nrrnt in thc finlrrcial ud rctail sc(r()rs.

liS invcslnrent rrnks filth l)clrind
'lili\\iln. flong Kong. Singap()rc. rrn(l

Iilpan.

Morlin: ..t p|inort' Lt)lL!,1 ol ('.\

/rl!,Jkr,J r.( ll1.'tttlil lrilii ol txlxtltittc
ht)usi ! 4Dtl s. bt)olitg ll hal tr
-\iLhudfi s l)latrts l!) t)u,r\'()rn! 5lr(n7at,rtt-

it !s i lhlAL' altt'ts,

Pu: l:\prtriatcs crtn buy a housc lirr
:rln,Lrt sslr.l,(,(l in scvcrul kx'xtr()ns in
(.hcngdu. Ve huvc lx'cn cxpcrirnentinS
qith schrxrl ()pti()ns li)r cxpetriutc chil-
rlrcn. 'l'h(sc tltiklrcn nr;rl enroll in l
Ohengrlrr stlrrxrl knourt as (;u:lng\':r.
q'lrt,rt, t I:rr.cs lrc t.rrrght Prirrr.rrilv irr

Englirrh llrr sclrrxrl is vcn succcss[rrl.

rn<i tlrclc arc pluns t() ()pcn sinlil;rr
schtxrls clsc$'hcrc. ()ldcr e\l)alriirte
chilclrt.n art. nelcortle to attcncl lo<:rl

univer\itic\

PU: ll il I S (r)rtl)irrlr {l()( s to Sir'lrLrun. I

rrrll nrrlit. srrr(, ll)irl it is intrrrlurcrl trr

For AAore lnfo
Sichuan Provinciil Pe()ple s

Government
Pu llaiqing, vice govemor

J0 Du)'r.r n Street

Chengdu 610016

Tcl: t628l660.14 59

l'ax:8628,/666-4815
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t\zt
'Il)e tost !x,Puh)us a:hi ev lDl)t,i,.c.
-\icltuut ttffers Ji'rL'iL,t cttrtp(ttties d

.\l t t l i t t. t t 
S - L: 11 i 4 Il t t s i t u:ss (.b l, t ( i I

l.tlslttrrs rtr/r'lsrrrl: usstttittlc. rlisc'ussed

lh! !rr'(tt,ittc. t httsittss cliDt.tl( ill,
Si.l.t di I ice Got\,r1to| 11t Ihtklilll

l,lorlin: ll,/r l s/,rrllr I .li v i,\t t .. ) D t pt t, t i $
i t t t'(sl i t t .\ t b t kt t 1.,

Nk,liin2 t t, tht utttu.qr SiLhtrtn tta.qts
.t)t,qxit't.) tful^t'r{li'ru1 il th! d'ltktl

Pu: \lirrkem in ru()sl Sl;rte-()\\'ncd cntcr-
priscr crm alx)ut Y5(10 u nxrnth in thr'
provinr ial crpitll. uhilr nr:rnxgcrs e.lrn
rl)()ul Yl,(X){). Ilut all housing. meclical.

irnd instrrlncc henel'rts arc pnrviclrcl trv

lhc \\'()rk unil ln ,()int 1cnturcs, work-
rjrs errn lrh)ul Yl.2t)l) r lr']()nth. l)ul lhcv
pav lirr housirrg anrl other lxnefits on
tlrcir rrsn Sonrc (:llinss( rnanlgcr:, in
Irllts n curn lx'nvecn yll),fiX]-15.00() a

rrx)nth if tl)cir perlirrnrancc is t'xcep-
tionallv grxxl.

l,lhslin: t' th,tt',rttytltitt.tt y,,tt u'rtrltl lilt'
h) k'll lxlt'rlitl I \ r/x1^/.,\'

rrrcuninglll. p(ncntixll) pr,fitrrhle prrr
tccts. I w()ulcl bc gl:rcl to talk t() tlS
c()ntplnies 'lhr:t shorrkl rlv) visit \\'ith
th(. Si(huirn C()rnnrissi()n ()n [i)rcign
l'raclc itnd E(on()u'ric (ixrpcnrtion, the
Sichuxn ()[fi(c lirr thc linc'ouragcmc,nt
of I'orcign I[\'rstlllcnl, lntl thc Siclrurur

l,r(,\'in icix I Ic()n()lDic (lonrnrission.
LJrgc liS c()nlpdn,cs sh()Llld chc(k ()ut

lhc provin.c lhcr)scl\'(s. l)()n l lxkc lrr)'
sord on horr's,onclcrlll Sichuln is: to
slc il ()n \1)Llr ()\\'n.

Sichuan Commission on foreign
Trade and Eoonomic
Cooperalion

Zhang Yingwen, chairman
Chenghua Road

Chengdu 610081

Tel tfi?A/ fi3-4133
Fax 1t628/3314675

Sichuan P()vincial Econ(nnic

Commission

Cong Zhaoxiang. vice director
15 Y()ngzing tane
Chengdu 61fi)12
'l'el KtAl/ Mt2-159i
Fxx: 11628l($t-9+2u
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FOCUS

Chongqing, the larSest pon beyond the
Three Gorges and Sichuan's oldest com-
mercial ccnter, experienced a maior iump
in foreign investment commitments--{13
percent of the ciry's 1,142 ioinr-venture
cont.acts were signed in the last t$'o
yeani

Few other concrete changes have
been made to speed the interior's
gr()wth, though Bei jing's pro-growth
rheioric seems to have unleashed the
energy of sichuan leaders t() devise
schemes to ensure the provincc does
nd fall behind the rest of the country.
ln toth 1992 and 1993. Sichuan's GDP
growrh registered douhle-digit gains.
close to the national average o[ around
13 percent. lnJlation rates also averaged
around the national rate. Clearly,
Sichuan is not a rocket leading the way
like Guangdong, but neithcr is it an an-

chor holding the PRC economy back. lt
has steered a solid middle course, grow-
ing apace with China as a whole-mrt a

bad position io one of the world s

fastest growing economies.

Eyc on infr,o*rruc da,elopnent

Sichuan is extremely eager to attract
foreign investment to help it catch up
with the coast and modemize ils infra-
strucrure. Though Sichuan s steady ecc>

nomic pertb.mance sh<luld make a fa-
v()rable inlprei'sion on forcign
companies, its relative inaccessibility re-

mains a maior problem in attracting for-
eign investment. Sichuan is equally dis-
Iant fr()m both the political eenrer in
Beiiing and the economic powerhouse
cities on the coas(. The roughly 2,000

km thar separate Sichuan fronr coasral
px>ns make the province less than ide-

rween the two cities to less than six
hours. Industries in Chengdu and else-

wherc in the province $hould thereby
benefit fnlm imp()ved acccis to the re-
gion s mxin inland pon at Chongqing.
Airport improvcments in Chengdu and
other citics in Sichuan are planned, but
air freight capacity is marginal at present

and is not likely to increase appreciably
in the near future.

Sichuonese hove

been on the

culling edge of

chonge ot mony

criticol stoges of the

post-A oo ero.

The massive Three Gorges hydrrrclec-
tric dam will be a mixed blessing for
Sichuan. which will nced to rekxate al-
most I million people from the pro-
posed reservoir area al<>ng the Yangtze
River. Though it will probahly decrease

the availability of centra! government
funds for other Sichuan infrastructure
proiect$, the Three Gorges proiect will
funnel money directly to the province
for development of thc reservoir area,

constructi()n oI new towns, improve-
ment of inland waterways, building of
the dam, and acquisition of electricity
transmission and generating equipment.
If the proiect goes forward as plannc.d,

it should create significant investment
and salcs prospects for foreign husi-

An coger technocrocy

The championinli of infrastrucrure and
economic developments by Sichuan's
leaders is not a particularly new phenom-
enon. Sichuane$e have been on the cut-
ring edge of change at many critical
stages of the posFMao em. Deng Xiaop
ing, the primary architect of the PRC's

economic reforms, is a native of the
province's Guangan County and Sichuan

is also the home province of Yang
Shangkun, the former first vice chairman
of the Central Military Commissbn. For-

mer Premier Zhao Ziyang also served as

Sichuan party secretary in the lale 1970s.

Curcnt sichuan Govemor Xiao Yang

has a proven rrack record as an advocate
<lf economic reform and has taken a

leading role in attracting foreign business

t<l the province. Xiao, formerly the mayor
of Chongqing, used the panial autonomy
Beijing granted to Chongqing as a "sepa-

rately planned city" (jibuo danlie cbeng-
sDr) to attract foreign business and tum
the city into a major manufacturer of mo.
torcycles and light vehicles.

As liovemor, Xiao is known as a tire-
less lobbyist for Sichuan in the ever-
ficrcer compctition for infrastructure capi-

tal and foreign investment. He has
pushed espc<ially hard to obtain central
govcrnment funding for the Three
Gorges project. Many of Sichuan's eight
vice Sovemor,.i alrc enjoy close c'ontacls
with foreign businesspeople, especially
Senior Vice Governor Ma Lin (who will
soon retirc) and vice Governor Pu

Haiqing, who has rcsponsibility for the

ARBITRATION PROBLEMS?
Have you had trouble collecting an Arbitral Award (against a

Chinese entity) granted by the Arbitration Institute of the

Stockholm Chamber of Commerce, CIETAC in Beijing, or other?

It's not too late, you may still collect 1007o.
4747 North Ocean Drive. Suite 223
Ft. Lauderdale, Florida 33308 USA
Tel: 305/785-2228
Fax: 305/785-0656

Contact: Robert R. Aronson
ROSS ENGINEERING CORP
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ally suired for expon-oriented indus
tries. which have propelled thi
growth of South China.

Gradually, however. pon and rail
tr.rnsponation links are improving. The
Chcngdu-Baoii railwry. Sic ltuan s prin-
cipal c(rnnection to Shanghai and the

coast. is being double-tracked. A ncw
rail linc to the Southeast. which will
link Sichuao to the deep$?ter fnn of
tseihai in Guangxi Pr<>vince. will be

avaihble r',,hen the Nanning-Kunming
railway is completcd in 1997.

A nc$ highsay. Jllo neJrinl4 (t)m-

pletiofl. will link Chengdu and
Chongqing and lulrc tra\'€l lim( h(-



FOCUS

development of major infiastnrcturc pn>

iecls (.r(? box).
I'rovincial officials sa,v thcy havc thc

authority to appr<>ve f<>reign investment
projects worth up to $30 millk)n. \r,hilc
Beiiing must app()ve proiects excecd-
in8 that amount. Though Beijing has
sho$ n s(rme desire to increlsc the lrr-
tononrl o[ rrfficiuls in ll)e intsri()r l(' ini-
tiate and app()ve de:rls on the sarnc ba-

sis ns tlre opcn citics. it has indicatcd
thxt it will n(rt lurn a blind c1e to unau-
th()rized c( ()non)i(' exp(rintcntJli()n.
Sichtran. for exrnrple. was the sile of
several livel,v but illegrl st(xk nrarkct$
that \\'crc quickly closed down in 1993

on orders lnlm the centrll g()vcrnmenl.

Ma*et ureoknesses...

Thouglt Sichtran is defcrcnlixl l() Ilei-

,ing on nlaj()r p()licy issues. it is genelilll)'
vie\ed b1 (entrrl auth()rilies xs "the big
l)()\'('n tllc lrtrrk in tcrrrr. of ccrrnonrjc
ancl industriel devck4rrnent in Southsest
China. llut fragnentation among soruc of
Sic hu.rn s nl:lnufltaluring in(lrlrtric]i i\
pr()\ing ! p()hlcnr for f()reign jnvcsl()rs

and go\:cmnlent planners rtlikc. as thc,re

are ferv econonries o[ scale. For cxarnplc,
the Prr4rlt.s Liberrti(rn Afl)r\'. tl)c Minisrn
of lvlachinc-lluilding lnduslr)'. and thc
Chini Niltionirl Ac()niluti(s Corp. lll own
autornohilc. tmck. ancl light vchiclc nran-

ulacturing t'lcilities. Thcsc plants lrave
kr\\'output rnd pro(ir.rce rnanv dirc(tl)
(rnnpcting prcxlucts of sulrstanclarcl qtul-
iq. lrut t..rrh nrinisrq (l()\cl\ guartls its

o$'n prodrrction.
Dcspitc China's grrr$'ing clemanrl Iirr

cars. Sichuiln hls no Plans t() cons()lidlte
its manulacturing cilpicit)' lo conscne
capitlrl lrnd nrxkc use o[ errrnonries o[
sclle ()r (t)l]lnt()n olxrkcting strallegirs l()
salisfl llrc regi(nul nrarkct. l)()vin(irl au

th()rities h:rvc crclted institutions such s

thc Sichu;ln Office ()f Auk)nrolivc ln(lus-
Lry to inlprovc c(x)rdinxti()n \\ ilh (liffcrcnl

ministries lnd fick)ries, l)ut progress hus

bern slou'. Crxrr<lination :lnlong cnter-
priscr in th( Jer()splcc scck)r hils lx'en
nl()rr, succcsSftrl.

Although oun\ in thc pr)\'incixl lcrd-
er..ihip unrcalistically' \'ic$ li)reign cxpit l

as a quick fix for such stru(tur:ll proh-

lems. gcnuine opponunitics for synergy
hct$,(cll cxlsting sttta cntcrprises n(l

forcign ('nlcrpriscs \\'illr dr:ep p<rkcts rnrl
high lcvcls ol lcchnologicul knon'lros do

exist. Companies sceking to help China

mrxlemize its airpons. for exanrple, may
$ish to set up joint ventures in Sichuan.

since the pro\.inc.rs nlilitary-related enter-
prises offer tlte highest aviation cngineer-
ing standxrds rvailahle in the PRC.

...ond shendfis

tsy Jll indi(Jlors. f()rei8n in\cstnrent is

intlecd on rhe rise. In 1993. siclluln ap-
pror,c-d 2.3tt5 contBcts-up lll pcrcenl

US flrms, the third-lorgest

foreign investors in

Sichuon behind Hong

Kong ond Toiwon, were

slow to locote to Sichuon

bui hove been moking

greot strides in the lost

two yeors.

from 1992-u.onh $2..i billion. Through
the finit half of 199,i. Sichurn aurlrorities
claim &r have lpprove.d a t(nal of.1,300
foreign-invested projects. i\lultinational
[irms in rhe p(rvincc nos' include
Y:rmahx, Briggs and Str.rtton. hahel, and

Ik Donnell I)ouglas. Despite the gronrng
numbcr of forcign pr<ljects, adequate
housing rrnd schrxlling for fr:rcigncrs is

extrenrely limited.
I S firms. the thircl-largest forcign in-

vcslors in Sichuan behind tlong KonE
and Tai$an. uerc sloq to locate to
Sichuan but have becn making l{relrt
strides in the last Nvo years. For exauplc.
L S linn:' have h('cn JCti\(' in lhc d(\ign
of Sichuan s xirp()rt iorproremcnts. thc
upgrading o[ the prt>vinccrs gas ancl e,n-

crgy industry. and in providing consult-
ing uork lirr tht C he ngdu -Chongqi ng

high$ay pr()icct. [](nh the cnergv and
highwry proiccts rre l:lcing tirndcd by the
\(orld Bank.

The truc key to frrreign businc'ss cx-
pxnsi()n in Sichuin $ill de;rnd on dre

lubiliry of Sichuan authorities k) ratk)nill-
ize critic:rl industrics such as tleclronics

and thcir qillingness to permit foreign-
ers to panicipate in infrastructure pro-

lects and eam adequate rates of retum.
Sichuan has an ambitious plan for devel-
oping hydropower dams along several
rilers in the westem pan ()f the province
end would probably be open lo foreign
inlestment in these project$. At rhe same

time. government officials have not
ruled out i()int-venture projects in the
construction end operation of thermal
powcr plants. which may provide
quicker returns for investors than the
dan, .

There is also a strong marker in
Sichuan for consumer goods. Chengdu,
for instance, ranks near the top of all Chi-
ncse cilies in terms of pcr capita con-
sumer spendinS. The cily hrs al1lays had

a lively retail sector and its residents,
though their incomes tend ro be lt>n'er

thrn those of residents in coastal cities,
spcnd a higher pcrcentagc of their earn-

ings on clothing. entenainment, pemonal

care products, and other items. Western
pnxiucts have a special appeal that has

not b€cn lost on l(rcal rctailers.

Thesc producls are featured in sevcral

nel' Chengdu ioint-venture depanment
:ilores thrt ('rn c(),npcte with tlrosr'in
Beiiing in ternrs o[ merchandise and
decor. tls-t)"lscd Concord i$ the joinFven-

turc panner in one of the upsc'ale depan-
ment st()res rnd Taiw:rn s Taipingyang.
which operates the .lapan-hased SOGO

depanment s()re in Taipei, has also set

up a depanmcnt storc in Chengdu. Us

busincsses tlrat supply pnx.luct-s tcl the re-

lJil sc(1()r in rxhcr pans ()f Clrrna-rn-
.'luding thc Co<e C()la C()., Pcpsic(). Inc.,

lnd Procter & CJmhle-:lrc xls(', reltin!{
up manulacuring and distril,uion ogrra-
tions in Sichuirn.

The pr()vin(c's lcadcrs arc confidenl
that Sichuan $,ill continue l() post indus-
trirl groqlh closc to the national average

in thc near futurc. Gro*th l ill Ir prr>
pelled bl the domcstic ec()norny,
thr:ugh f<rreign invcstmc.nt will phy an

inrponant role. Agrictrlrural Browlh rdlcs
\\'ill c()ntinuc to l:rg Ixlrind thost.ftrr in-
dustry. t ut this should not hrlc a direct
impact on forcign investoni-rlth()ugh it
rrrav be a problenr tirr the provincial and
national g()vernnrcots, Regardlcss, a

nrarket tlut represents r p()pulxtion of
over 100 millir>n cannot bc ignored <lver

tlte long 1(m1 *,
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Reoching lnto
All Corners

sltr]GI ScottKennedy

F rom word
rocessors to

condy, the

BeiIing Stone Grou
is moking it oll

p

I S<ott Kennedy is o reseorch ossislonl
speciolizing in Chino ond Eost Asio ot
fie Brookings lnslitulion in Woshinglon,
DC. He wishes to ocknowledge the
ossisbnce of more thon lwo dozen
former ond current Beiiing Sione Group
employees he inlrerviewed for this
onicle,

h rcstigiotrs Chinci,( Jnd inlqmxtionJl

L/r, ornDlller frnn. rmred $'ilh \lal(-
l- of-the-rrrt technolosr. Jtlrrcr((l
! l,r*" (r)\\ds r rh( ihin. tn,.-,,-
tional (i)mprrter f:xhil)ition in Ucijing last

August. Thc Beijing St()ne GroLrp Corp..
one ()f Chiua s lelding elect(rnics compa-
nics. displaved some of tl:e li)rcign-milde
personal computcrs (l)Cs) it dislribules as

we ll as its ou n dcdicated nrrrl proccs-

sors ancl a nrtrk supcrnurket lined wifh
thc r'ontp:rnr"s l:ttest clettrotrir rlslt rcgis-

lers. But rrtc,n I g()t int() ll tlrxi to le:lve

thc exhibitirxr hall. the driuer, shaking his

hcacl. told nre tlral Stone is not irs goocl

irs il used t() bc- \\'hilc rnan,v (:lrincse

u'ould likcll' agrcc' u ith thc clbhic. rherc
is no dcnving thlt tlrc Stonc (;rr)ul) is il
rclati|e success s()q in China s qucst to
lx'cotltc a rn:trkel economr'.

Heaclquartered in lJcijin8 xt rhc llainan
tlolel (\\1lich it ()I\ ns). Sknrc's cxpcricnce
is svntbolic of thc triLrnrphs lnd pitlills of
(lhinr's cxperirDcnts $'ith free nrarkel
principlcs. (lhincs!' cntreprcneurs. includ-
ing thc' grcup s founclers. l>rrke [rc'e o[
thc centrllly pllnneri ctonornl in thc
l9ttos ()nl! to llLcc thc evcn lllorc (hLrnl-

ing tlsk ()l suniving in !n incr(,xsinglv
(ornpclitivc nrarkctplucc. I-aunched in
IlJ\' l()8.t in rl lt(riing fir(L()r\ nrcctinri
roorrr lrv a handful of ry<4rlt rnrplrryccl
in Slrlc cnterprises rnd rcs(arcll insti-
lules. St)n( nos h;rs ovcr.1,100 cnpl()\'
c( \ q ()rkinii in rrtr'r ilt sttl:sr.lilrtcr
throughout Chinx. II()ng K()ng, -Japiln,

p
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Australia, and the United states. Most of
the suhsidiaries act as branch sales of-
fices, q'hile a dozen factories and re-
search & devekrpment ( R&D) companies
form iLs prr:rCuction core. Eleoronics ac-

count for the bulk of the company's
20,000 differenr products. though the
group has diversified into fumiture. appli-
ances, and vitaminrF-and s<xrn plans ro
prtxJuce candy as well.

The Stone Cnrup s Chinese name, 5i
lbrrg, ('ones from the phrase si long ba

r/a. meaning to cxtend to lll four dircc-
tions of the Bl()he. Thougll Slone remrins
largely a domesric cotnpany, in receot
years it has expanded its reach l))'divcr-
si8 ing int(, ne\r' pr(xlucr areas in order to
c()mpete wilh revived Slale enterprises
and sophisticated foreign firms. Stone
may have lost some of its original luster,
but it remains on course to transform it-
self inro a larger, bolder company that
cln endure in China s rrcky eleoronics
market.

Out in front

Stone s history. though bricl is impres-
sive. The company *as created by \0an
Runnan. Liu Haiping, Gong Ke-all of
wh<'rm have since left Ihe company-and
Shen Guojun, the company s current
(hairman of the bourd. Durn Y(,ngii,
Stonc s president since 1991, loined the
company s<nn after it was created.

Rcgistcrcd as r collc(li\'( enlcrprisc
(jiri) in the Ueiiing Nc$ Experimcntal



Zone for the Development of New Tech-
nology Industries, Stone is often mistaken
for a private company since it operates
with such a high degree of autonomy.
The company is considered a "people-
owned peoplc-run science technology
enterprile' (miny)u minban @i qifd, a

designation that has no bearing on its
ownenihip but confers a higher degree of
autonomy than usual for coliedivcs. As a

collective, however, the Stone Group as a

whole is not permitted to liquidate its as-

sets or conduct a share offering that
would result in the transfer of maiority
conrol to private hancls.

Stone's forays into China's infant com-
puter industry began shonly after it was
establishcd in 198,{, when it designed
software that would allow a Brother
printer, which was being distributed in
China bv Mitsui. to output Chinese char-
acters. A few years Iater, Stone entcred
into a contEctual relatbnship with Mitsui
to write software for tr S-series word
pr(\'essoni and distrihutc thcm in Chinx.

ln 1987, the two companies ser up a i()int
venture lo manufacture the word p()ces-
sors, which remain a c()re Stone p()duc't,
Unlike many Chinese partners. Stone
contributed more than labor and a fac-

tory sitc to the proiect. The Chinese com-
pany's technololry was a critical contribu-
tion to thc venture, 75 percent of which
is owncd by Srone.

Anticipating the success of the ioint
ventures word processors. Stone created
a holding company to ovenee and con-
solidate all of its suhsidiaries. The new
Beiiing headquarters provided overall
guidance and coordination of thc sub-
.ridiaries' production, distribution, and
sales netq'orks. Uy allowing eaclr sub-
sidiary to focus on the development and
sale of differcnt products, the company
gained the benefits of specialization
rvhile achieving economies of scale.

Aside from beconing onc of China's
first fully intcgrat<'d high-tcch crrrnpanies.
Stone achieved many other "firsts ' in the
late l9U0s. The firnr was one of the first

Chinese companies to initirtc user tl.Jin-

ing lnd after-sales serviccs. and currently
has over 100 training and olaintenance
facilities around thc country. Stone phns
to expand the numl)er t() 1,000 centers
within the next few vcars.

St()ne was also onc of the fint Chinesc,

companics to recognize the value of pub-

lic relatioos in enhancing its image. Stone

has donated computer equipment to
schools, sponsored computcr program-

ming comp€titions, and given money to
an Salleries and social science publica-
t )ns.

Abrrve all, Stone was a pioneer in de-
veloping a corporate culture thar would
motiv-ate ils workers. It created a man-
agement tr.rining institute as well as a

separate social science think tank, re-
flecting the intellectual leanings of
Slone's fouriders and the company's
sense of sr.xial responsibility. Deliber-
ately countering socialist tenets of pr<>

duction, the company stressed fronr the
outset the imFonance of each individlal
employee and embraced the notions of
tcchnological innovation and fair com-
petition.

Stone management linked salaries to
performance and gave employees oppxn-
tunities to develop their own idea.s. The
company replaced the phruse'iron rice
bowl" with "mud rice bo*'|,' a subtle
way of letting staff know that the com-
pany's survival was dependent upon its
pcrformance in the marketplace and that

employment at Stone w'as not necessarily

a lifelong affair. Stone employees seemed

ro relish the chalJenl;e of this new E'ork-
place environmenl; a 1987 in-house sur-

vey found the overall satisfactioo rate
among employees to lre 99percent.

By year-end 1988, Stonr's future
icxrked limitles-s. Sales reached Y840 mil-
lion, almost rwice the previous year's tG

tal, and profirs vxred ro Y60 million (se
chan). The company boasted two dozen
subsidiaries with 800 employees, all dcdi-
cated to turning the Stonc Group into
"China's IBM. Just around the corner,
however, lay huge challenges that would
sorely test thc young company.

Wcollreriq fie $orm

The first of these was surviving the
events and aftermath ofJune 4, 1989.
Some of the company's leaclers and em-
ployees, as well as members of its think
Iank, panicipated in the aoti-govemment
demonstrations that spring, prompring a

sharp government crackdown on the
company. The People's Liberation Army
briefly occupied Slone's headquarters,
and the Chinese Communist Pa(y (CCP)

unden<nk a l7-month investigation of
Stone's fi nancial dealings.

It is dimcult to quantify the impact of
the Tiananmen experience on Stone.
Three membem of its senior management
flcd the country after June 4, and the
think tank e'as disbanded as well. Sales

dropped for a shon period rfterJune, but
rebounded fairly quickly. The CCP in-
quiry revealed no financial wrongdoing.
and Pafty conservatives seemed content
to make an example of Stone by subject-

ing it to intense scrutiny and harsh
rhetoric. No retaliatory action was uken
against the company itself, perhaps he-

cause the Chinese leadership did not
want to destroy dre best-known symbol
of is economic reforms.

Stone's Performonce
Totol soler (ItAillion Y)

3,500

1987 t988 1989 t990 l99t 1992 1993

3,OOO

2,500

2,OOO

1,500

o
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A much more impo ant facr()r than
'fianann)cn in shxping the post-1989
St()nc (;()up was the entrgencc ()[deep-

;xx'keted. resuscitated Statc-<rwned cnter-
priscs, *hich werc s()()n follo,.l'cd hy
deeper-pockerecl and far nrore market-
sa"1 foreign firms. t-lntil lhe late l9tl0s,
drc Chrncsc gov( mnlcnt h3d kcpt f()rcign
c()nrpxnies out of thc d(nncstic elcctron-
ics mxrkct. provicling Stonc with l goklcn
opfx)nunit,v to 8()w and pr()sper. In the
1990s. howcver, f<rrcigncs rverc lll<lrved
t() compctc with d<>mcstic clcctronic pnr
ducers, allrit mrt on an cntircl)'equrl bx-

sis. rWhile this ne!l'conrpetition clid not
rc(hrce S&)ne s nurkct slu&-St()ne's MS-

series still holds over flo pcrccnt ()[
China s u<lrd-process()r nlarket-ncE
playcrs such ns llcijing lJniv!'rsit)"s
F-oundcrs (iroup (l]cicll I'angzheng). the
Clrinese Academy of Scienccs Legen<l

Group (Lianxiang). dle Minislry of Elc(-
lr()nics Industry s (;rcJt Wall C().
(Chrngchcng), and tirrcign firnts suclt as

AST, C()mpaq, Il)lU, Micr()soft, nd
Accr-flled lhc void in the n.sccnt c()nr-

putcr h.rd$rre lnd soltwtre n]arkcls.
Thcse firrns raisccl inclustry stlndlrds lrnd

nlrct thc ;-lopulace s :lppctite f()r high-
lcch prodrrcls $a.,'lbe a:lJR, Scpternlrr-
Oetrrlrcr l9()J. p.l{). Ilv 1989. Sr(}n( \
biggest challcngc' hecamc keeping up
\\'ith thc nc$c()mers.

A strolugy fur the '90s

1hc company"s nrain resp()nsc l() this
cornpclilion has bccn to diversil) its
pr<xluct lines and intcnsify its roopcrx-
lion with fi)reign p.r(ncrs. \X:hile St()nc

rcrnrins pri[rarily concernccl witlr the
clcctroni('s scck)r. it is l(x)king lo pr)(lu(c
rrnrl scll rr uiclrr rrrrgt, r)l inti)nnxtion
tL,chn()l()gics. Thc complnt s k)l) rn()ncv

crrncrs include:
I Vord processors trls-serics u'()rd
pr()ccss()rs. frrr which Stone has rcccivccl
s$'enl nxli(nral aTr':rrcls. are asscntbled al

lwo ioint vcntrrrcs jointll managed $'ith
lUitsui lJciiing St{)nc ()1fi(e Equipnrent
lrnd Sllcnzhcn St(nrc ()fficr'l'cchnokrgt'
Equipmcnt (i). (SOlEC). 'li)gcther, thc
t.,rrr l_rrctrrries hlvt ln lnnual pnrluction
clp!citv of.10.000 unils, nr:rking St()nc

thc largest nunulxdurer ()f Chincse-char-

lr'tcr rvorcl prr)cess()rs in the s'orltl.
llrough thc (iltincrc l'C lnirtkcl is gr(^v-

ing quicklv, Slonc bclicvcs thcrc is still
irnll)lc (x)nr lirr Ixsir'',r'ortl pr()ccss()rs.

Recent Stonc models, u'hich conre with
(),nputational and graphics al)ilitics as

ucll as highcr-qrralitv .t'rccn rcsolLrlirrn

irnd printcrs, arc- clesigncd lo mect thc
needs of the average office urlrker or <lo-

mestic h()nre uscr. 'lhrough iIs sub-
siclilries rncl clistrihutors. Stonc lras s<>ld

over 2(n.0(O $'ord process()rs since l9116.

I Computer printers Sronds inilirl suc-

ccss rvith thc tlr()tlrcr printer wirs fol-
l()we(l in 19137 bV thc sxle of OKI dr)t rna-

tril printers. which lrc asscrnblcd
tltrough a sulxontract()r. Sl()nc rls() dis-

trihutc-s Epson. C:rnon. Ile*'lett Packar<I,

and Ihrnatla printcrs in China. 'llrc ccn'
Ierpicce (rf St()nc s printing husincss,
tlrough, is the Shcnzhcn Shrnt(Dg l'rint-
i,rg Flqut)nrent ioint ventrrrc, l'oun<led in
O(1(r)er 1991 l)\'Sl()ne. Milsui. rnd Fu-
jitsr.r to pr<xlucc prinrcr hcrds fi)r Stone

N()rd pr()ccss()rs as rvcll as 2.r-l)in d(n
nlitrix prinlcrs.

I software vhilc Sronr is ir distril',r(()r
Ibr i\licnrsoft. I.rlrrs. ancl otltcr largc intcr-
nJlirlnxl ( r)rpilnic(. il Jls(, sng.lgc\ in
softqlrrc (l(j!'cl()prnent ()[ its orvn. ln
1989. Sk)nr lilun(Jlcd !.()mpulrr tvpeset-

ting systcnr clevek4, cl for sllrall publislr-

c,rs of l'xroks and olilL;uines. Aficr record-
ing strl)n8 s:rl('s rnitiirll\', \tr)nL'lus sin('c

lost tlte ntarkct t() il rn()rc ldtlntetl s)'s-

tcnr clevelopecl by the Founrlcrs (iroup.
ln ltirrch 199.i, St()nc Rich Sight (Sl{S).

a st()nc joinl vcnture li)unclcd in |cl',ruiIry
l99J \\ilh ll()ng Kongs Lifrng InlcstrDenr
Ltrl., camc out q'ith \\'inlUA-l'E (recentll'

chlngcd to Ri(hVlli l-1l (ll)incsc lltn-
guegc phtfrrflrr li)r trli.r{)5{rr's U/indr)\\'s
()pcrirting cnvir(mlrrcnt- Llsl Scplcnll)(r.
Stonc lnnorrnr.-ccl lhxl thc Slxlc sllrtisti(lll
llurcilu lr:rd nnnrcd RichwlN lllc strndrrd
()pcrxting sYstcnr lirr tlre lrurceu s I)Cs n:r-

titxr$'irle. Ilc'r'ausc it is cornpltihlc $ith ;r

strnd:rrd rx(hinc cotlr lirr Asiln Iln-
ltuxgcs (lSO l{X)16). Ricll\\'l\ clll rl\()
handlc dtxunrcnts in Korclt1 :rnd.,rprn-
esc. SRS is also pllnning to clevclop a
(lhincse ()lx'[lting cnvir()nnrcnt li)r ( )S, 2.

(:hi(Jg(). Ililcint()sh. and lni\ s)stcnrs
I PeNonal computers Ston( is il (lis-

trilrrrtrrr lirr (.r,nlpirq :rn(l tll( ( rclui,rr('
,lt'.rlr.r [,,r A]N'T (.rnrl)utcr\ in CIrin.r

Stone also sclls South K()r('iln- an(l Iai-
rv:rn-nrl<lc l)(ls tll:rt uru instellrd \\ith In'
t(l Jt() tn(l .ttl() r)ri(r()pfi)(ess()rs. In irn at-

I(rnln t,, l)r( k inl,r lt.rrrlNurr'prrtrlur'tirrn.
Stonc llnalized r j()int-venlur( irgrccnlcDt
\\ilh (l(nDprq in lulr l99l l() lx()(lu(c

l)Cs in Shenzhen-nrxrking C()nrp!q s

l rr:'t-t rtr Ii,reign joint-vcntur< l,ln r,.lur.1 ion.
'lhc cntcrprisc bcgan proclucing (iom-

paq-txand I'Cs tr) l)c mxrketc(l in an(l
outsidc (lhinu hst August. Production this

\1'Jr is (xp(\'lcrll() lor:ll JS0.0{,O unil\.

Diversiffcotion monio

Aside frrnr l'Cs and word processors,

Stonc manulactures and sclls ()thcr inf()r-
nration technology producrs, including
Sparc-bascd n'orkstatk)ns, grrphics canls.

t)r rppv disks. facsirnilr nrrrchlnrr. copicrs,
and unintem.rptable fx)wer supply (t iPS)

syritcnr$. 'l'hc companl, has also nroved
outside tlre ofhr:e equiprnent nrarket lo
produce lntllor distributc a $ idc \,ariety
of othcr prodr.rcts. including oscill()-
scopes, senli-conducor p(xluds, lluorcs-
ccnt liSht hallasls, satellite dishcs, air con-
ditioncrs. ancl po$'cr gencralors. In

Jinu.lry 199-t, St()ne signed:rn agrecmcnt
with Matsushita ilnd Milsui to p(rducc
lighting fixlures in lleiiing.

One of Stone s nrosl lrighly tor.lted
products is its cash register. s'hich thc
comprnv hegan Dllnutacturing in 1991.

Thc Chincsc g()vcrnnlcnl has lx'cn con-
sidering rcquiring rctailLrs t() purch sc

cash registcrs that lutomltically cllculate
thc new value-addcd tax (\'A'l'), und has

.rppr,intc,.l l\\'( ) ('( )nsofl iil. onc invr:lr'ing
St<>ne. to rlevelop thenr. ,{s Stone alrerdy
has completcd a mtdel lhlt can Pcrf(,mr
llris litncti()n. it stands l() cilpture thc d(F
nlcstic mxrkel-if lhe g()vcrnnlcnt s re-
quirenrent is atk4xcd. According 1o St()ne

estirmltcs. annuill salcs could rexch 2 nlil
li()n units ovcr thc ncxt 10 ,vt rs if the
policv is io)plcnrcnted. Stone is:rlso pan
of I sclrlr:rtc gor'cmrncnt xpp()inrcd con-
sofliurD l() dcvclop a c(nDpulc.rized lxx
auditing s1'stem.

'li) plve thc $'lly li)r filnhcr divcrsificr-
ti()n. Stonc Ele(troni( Techn()l()gy Ltd..

J).rr(nt ('[ lrJlI th(. gr{)up s sulrsidilrirs.
sas listc.d ()n thc Hong Kong St()ck Ex-

ch:rngc in .hrl) lq()i.'lh('l;(t n)illi(,n-
shrrc issue hnlught thc t()till nunlb(,r of
shxrcs issucd publicll and privatel)- l)y
th(,sul)sidrrry r(, h{)0 rt]illi{)n. l-h( R(,ijing
St()nc Cr()Lrp orvns 5ti lrrcent of all thc
sharcs. ancl iUitsui is the seconci largest

hol<ier. rr'ith 2 lxrccnt.
Thc ll<xrg Kong sharc issuc pn>r'iclc<l

St()ne \\'ith ncs,clpitll. 1lhile the srrb-

sidi:rry's ability t() nrcet forcign listing rc-
qtrrr( Ir( rrl\ sltrrul<l intlTrotr' lh( (;r()up s
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clrances of recciving m()rc fin.lncing fronl
forcign banks. Togethcr. thc slock issuc,
joint venlurcs. ancl diversificltion plans
reprcsent r massivc xttempt I)y Stone to
gain and hold market share against dt>
nresti( and lorcign riv:rls ()ver tlle I()ng

term.

The conrpany hls also strivcn tr: get
back in the grxxl graces of Olrina's politi-
cal clitc. Foll()lling rhc cvcnt$ ()[Junc
{th, Stonc repudixlcd Wxn RunnJn and

lhe prt)lest m()\'ernenl. lrroke all links to
rts thrnk t.rnk (\r'h()sc 0rcnrhcri' w(,rc i l-
prisoned, lrut hxvc sincc l)ecn relrase(l),
and cstirblishcd a (-CP c(xrnritlee !!ilhin
lhe c()mpxny. Finall)'. St()nc mrn:lgement
has lirnitecl its pul)l,c c(nnmenls k) cco-
n{,mi('reft)fln i\{Ues. \ll} ing ,r$':rt l'r ,I
broacler srrial topics.

'I'hcsc efforrs seenl to l)e plying off.
St()ncs lOth Jnnivers!ry l>rochtrre fea-

tures pi(tLrres of Prernier Li Peng and
Prcsidcnt .lrxng Zcllun t(,urrnF 5tr)ne s
main sk)re in Bcijintl. Public praise has

also c(nrre from Stlte Sciencc end'Icch-
n()lo8)- (i)mnrission Chaimlan song _lian

and Vice Chxirman of thc All China Fed-

enttion of Tr:tde rnd Comnrerce Hu l)e-
ping, son of thc late tlu Yaoblng. In July
1994. Slonc E'rs thc only high-tech pco-
pl(l s nln collcctive to be lwarde<i thc
(iolden Ilrrsc A$ard li)r ()Lllstanding en-

tcrprises.

A rc|raot from innovotim?

t0?hilc thcsc [a(k)rs might lcad some
r(Jd(r,' to r.ull thcir l,lrokt'rs. tl:r:rr rs u

ntore sobering side t() St()nc s future
p()spects. St()nc is no longcr considered
l:y nrost inrlu.trl r,hservt,rs to lx, (lhinr s
''hot" conputcr company. lts difficully
c(nDpetin8 lbroad-the crxnpany lras ex-
poned onlv l feu'tlrousantl word prtxes-
s()rs to Hon!l Kong anci Singapore-
stands ilr shxrp c()ntrirsl t() the Legcnd
Group, s'hich sclls large numbers o[
m()lherb(xr(ls on foreign rnlrkets. 'lhe

c()filprn\"s cxpansi()n into nerv lielcls hls
irlso lc-<l to the crc:rtion of st'verul ticrs oI
rniddlc nlanxg(nlcnt. skrq,ing rvorkcr acl-

!'3n('en)cnl rnc! s'r.rrkcning ('(,r))nruni('J'

ti(nl l)ctween nut'llll{e n]ent anclstafl
Some tliscnchlntc.cl Str:nc employces

irlso com;rlain that tlrc company has di-
vcrgcd fr(nr its ()riginirl (()rp()ftrte (uhure.

wlrich emplrasizcd tcchnokrgical innova'
tion xnd pr(xluctk)n. ancl has instead Ir-
crrrnc'.rn clcrlrr,nir's departrttcnl rtrtrc.'

tly late 1993, at least 200 technictuns and

managers, some qith PhDs, hld repon-
c-dly left Stone to ioin f<rreign firms. l)uan
Yongii, u,hile n()t directly refuring this
''brain drain. assens that Sronc had 14

employecs wilh I'hDs on staf[ as of
March 1994.

Anothcr dilenrrna facing Stone head-
qu:rrtcrs involvcs lhc Scneral rlanagcrs ()f

the (()nrpany s regional subsi(liarics. llc-
(:u.l\(' Str)nc suhsirlrarics arc (i)ll((tiv(\
with local g()vc.nments,rs thc ullimale
''ou'ners," gcneml nranagers of lhcsL' sutr-

sidiarics rre n()t ussured of gaining e<luity

in thctl To b<xrsl short-lcrm prol-its.
orany managers push non-St()ne itcnts xt
the e\pensc of Stone pnxlucts; es r rc-

sult, thcy make morc rn()ney f()r lheir
subsicliarics, hut less revenue flo,r's hack
to Ilciiing.

A mofuring corglomerofe

Stone has alreatly taken steps to <leal

with these issues. li) improve employce
satisfirction, for example, n)anxgemenl in-

stituted an acft)ss-thc-tx)ard p:ly increase

in early 1994. St()nc Cr()up headquxicrs
rlso increase(l its supcrvisi()n ()f sLlb-

sidiaries hooks and denrandcd greatcr
sul)sidiary lllegiante t() Cfi)up p()lr(ics.
'l h( gen( rJl menugt rs of the sul)sidiirrrer'

wcrc givcn shares from St()ne's reccnt
H()ng K.,ng issue, thcrcby provicling
the,n with a greatcr stxkc in the long-
tenr suc(ess ()f tl)t entirc Stone Gr()up.
Finally, Stone is in tlrc pr<xcss of seting
up chain storcs across the country that
n ill l)e undcr the dircct (r)nt[)l of Gr()up
hcaclquaners. If they are successful, the
slorcs shouLl reducc thc (iroup's dcpen-
dence on tlrc p()tcntially $,ay$ard suh-
sidiarics.

'l'he criticisnls against Stonc's tliversifi-
cllti()n and exprnsi()n plans rnay l>c

s()mc\i'hrt cxagger:rtcd. lhc venturcs filr
bcyoncl Stones c()re areil ()f cxpenis('-
srrr'h lrs prrxltrclron r'f tlrndy :rntl vit:r.
nrins-xrc susllcct nd shoulcl pcrhaps
lrc reconsiclercr.l. llut tlre rrther problems,
such as kxr mirnv rnicldlc nunagcrs, irrc

c()nlr)1()n anl()ng cnlerpriscs that gr()w s()

[lst. ln tacl. St(n're refcrs to thcsc ailnlcnts
rrrllcrtitcll ils hig cnl(rprisc Jisc:lst:
ld., qi.x' hiuq. ln Slonc s case. llowcver.
cnrployee sitis[.](ti()n issucs mly hc
nr()r( c()lrlplcx.8ivc,n llre drx m:ll ic
cllanlacs in China s husiness cnvift)nnrcnt
\in(c lhq (lnnpxn) rvrs t'rculeJ Slorrc is

For AAore lnfo
(i cncral inlirrmltion uhout thc

lJciiin!i Stonr. (;r()up (xn l)c ()h-

rrinc(l l(nn il\ lleijing hcx(l(luJncrs
or l lrxrg Kortg srrlrsitlian

Ile iiing Sk)n( (;roup (i)$.
Shen Gu()iun, chrirrnxn
Duan Y()ngii. presi(lenl

l5llaidirn S()urh R() d

lLridian I)istri( 1, l0(n80 lleijing
-fcl: t(rlr2i(r-i55{)
ljex: ti6l .15(r-27.11t

Sk)nc l-ll(clr()ni( -lcchnologt l.trl

Aor_v lru. cxccuti!c dirc(lor
2; F. K V:rh (lcnlrc
l9l.lil\'x R()ad
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no longer an idealistic trailblazerl it is

merely ooe arnoog dozens of fiercely
c()mpetitivc firms fighting for survival. In
this lighr. thc fact that many Stone em-
pkryces arc somewhal crcstfallcn and
necd to be r*cnergized is understand-
able-hut thcir worries should not ovcr-
shrdo* the fact thxt Sft)ne's leadcrship
hrs navigirtcd the changing tidc of
China s econorny rather *cll.

Th()ugh st()nc s diversificilti()n has lcft
it l(x)king increasingly Iikc a Japanese
congkrnremte in nrinialure. in many $rys
Stones cxpcricncc has parallelcci that of
lllM. its l()ng-timc syrnholic idcal. Like
IllM. Sr()nc has hld to adapl to upstans
with cvcn nrore advlnccd tecllnol()gy-
or bec(rore ()bs()lele. To its credit. St()ne

comparcs favorably t() ils idol. perhaps
s() nlllch so thxt Stonc rarcly n()tes this
rspirati()n anynrorc. I[ the company can

aflract and keep quality talent, imp()ve
centcr-kul trxrrdination, Jnd clxdry its
ownemhip, the Stone Croup will lt sev-

L,ral steps cl()ser k) crossing the rivcr" of
c( (,n(nni( rcf()nn. i,



Foreign Trode Firsts

Helen K. Ho

Chino's new

Foreign Trode

Low improves

tronsporency, but
olso leoves the

government room

to intervene

n July 1, 1994. China's first
Foreign Trade Law went into
effect. The law, passed by the
National Pe()ple's C()ngrcss,

treaties rnd agreemenls. Cenainly, much
rrf the languegc rn lhc n(w law u consis.
lent with intcmational practice.

At the same time, h()wcvcr. the law
contains provisions that reflect Beiiinla's
unease with losing too much control
()vcr (:hina s (xtcmal rrudc. The.,e provi-
sions give the govcmment great leeway
t() restrict trade for indefinite periods,
and *'ill do lirtle to reassure skeptics of
China s statcd intentbn t() open its mar-
keIs. Neverrhclcss, thc law d<rs open
the, d()or for ccnain libcr:llizationli-such
as illl()\fing fr>reignc'rs t(, establish trad-
ing crxrpanies---{hat could bt, beneficial
in the krng run.

Tlren ond now

In the past, when China's foreign trade
was conductcd solely through State-
owned foreign trade corp()ralions under
MOF|EC (or its prcdeccsgrrs), the c'entral
governmcn( had t()lal control over tirde
mafters and tseiiing felt no need to pub-
lish laws clarilying the rights and obliga-
tions of thc various panies involvcd in
any givcn transaclion. As China hegan to
rnovc l()ward a markct-based economy
and MOI-TEC hccame thc regulat<>r,
rather than owner, of the country's for-
eign tradc cotities. the govemrnent real-
ized a national lan c<>uld help it exen
somc trrntrol und disL iplrnc over th( pri-
vatc and scmi-priv te complnies newly
cngaSinS in f()rcign tr.tdc. Various drafts
of the law circulttcd in the capital for
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ment, ond Fode.

the highcst legislative body in China, pro-
vides a legal framework for the Chinese

IEovemment, through the Ministr)' of For-

eign Tradc and Econornic Cooperation
(MOFrEC), to regulate foreign trade ac-
livities and orSanizations in China. The
new law is signifrcant in that it is the first
piece of conrprehensive trade legislation
ever publislrc<l in the PRC. lintil now.
China's foreign tr]de lras l,)een controlled
through internal (trcir ) administrative
rneasures or obscure policy pr()n()unce-
ments. Thus, while thc very promulgation
of thc law c()n\tilut( s an impr()vcment in

th( transparcnq of ChinJ s llEal r(ginle,
the broad s<ope and vague wording of
the ncw F()reign Trade Law mcan ftrreign
firms must await implefirenling regula-
ti()ns currently heing drafted by the
MOFTEC lelqal depanment to ascenain if
the law really will havc any impact on
China's lbreign tBde pmoices.

l'hc tinling of the new laq,'s releasc
should lle of little surprisc. given China s

great determination to entcr thc Gencral
Agrccrnent on Tariffs and Trade (GATT)

ls <quickly 3:r possillle In pJn. rhc l-orcrgn

Trade Law may hclp Bcijing s effons to
cnlqr the GA'l'l_ or its su('( cr'i'()r regime,

the \?orld'l'r.rdc Organizxti()n (\fTO), a.s

it indicrr(s (:hina s willingncj,\ ro ()p(n iri,

trarle regime and ahidc by intcrnrtionxl



years beforc lleiiing's desire to join the
rVTO as a founding rnembc,r finally gave

MOFTEC lhe impetus to move forward.
The resulting Foreign Trade Lxq,con-

rains {4 a(icles, but many details will not
become clear unlil the implcmenring re8-

ulations Jre promulgJtrd irnd Statc Jdmin-
istmtors arc forced to interpret ancl apply
the law. DepcndinS on the dircctions
taken in thc implcmenring rcgulatt)ns, the
Iaw could serve ls a st()ng foundation for
China s effons to lnjcome integnlted into
the intemalional econony. or it could be

used as a legrl hasis for lleiiing to crect

non-tariff barriers to free trade.

Ihe bosics

Some anicles r>f thc new law. for ex-

anrple, state China is cornmitted to trade,

while othen provide the justifications to
re$tdct it. Article 15 declares China s gen-

eral commitment to an t>pen and free
trading syslem and permits the free im-
pon and expon of g<xrds and technol-
ogy, but adds a caveat: "excepl where
otherwise provided fcrr hy laws or admin-
istrative regulations." Anicles 16 ancl 17

oulline lhese limits rrn free trade. givinS

tseiiing the abiliry to restrict or prohibit
the impnn or ex;xrn of gcxxis and tech-

nololry when issues involving national se-

curity. balance of payments, health and
safety considerations. and other spccific
areas are concemed.

while rhc lJws of many countri$, in-

cluding the United states. also give their
governrncnts the flexibiliry to exen sover'
eignty over foreign trade practiccs, most

operate within a system of considerablc
checks and halances. ln China's casc.

howcver, lherc is no separati()n of
power-Mo FrEC writes and aclministen
the rules goveming its own aclions. Thus,

Article 18 alloqs MOFIEC unilaterally. or
together $'ith relevanl Stale Council de-
panmcnls, l() de( ide ()n ln intcrirl hlsis
trl restrict or prohibil thc import or exfnn
o[ azt'grr or technology at 4rr] tinre.

LJnlike protective llS trade measurcs,
*'hich allow for regular reviews ancl re-

v()cation ()f reslrictions if the original
s<lurcc of injury has ceased to cxist. the
nes'Chiflcse law drrcs not specify any
timc limit for MOFTEC to rcvicw, rene\r'.

or tcrminate restriclions on trilde.
Since the State C<runcil s operations

lnd dccisrrrnmlking pr',((srie\ renrain
shroucled in se(rccy. thc ncw law esscn-

tially pcrmits thc Chincsc govemmcnt to
take *hate'ver measurcs it deems appr<>

priite t() cunail ()r prohil)it foreign trddc
inclefinitcly. Taken at face vnlue, this
would seem to be contradictory to the

AAuch of the low's

longuoge seems oimed

ot putting on o good

foce for the GATT.

spirit of the CATT/\?TO. But sincc
China s admission to GA]'T/W.TO will
likely hinge on irs acccpring a very de-
tailed proto(ol of accession, thc current
loopholes in the law-if they are ad-
dressed in the protocol-may not be as

ominous as they noll appcar.

Reciprocol tode heolmcnt

On J m()r( fx)silivc note, lhc F()r(ign
Trade Law contains provisi(rns tlBt un-
derscore the Chinese govcmment's com-
mitmeot to enforce agreements it has

reached with forcign cr>untries. For ex-
:rmple. to acldress ongoing discussions
with rhe tTnited Strtes over intcllectull
pnrpeny rights infrinr{ements, Anicle 27

pu,ides that any enlity cngagecl in the
inrp()fl and cxport of goocls and tech-
nokrgies shall not. amonS other things.
''infringe upon intellectual p()perty riShts
prrrtected hy the laws of China. Horl-
evcr, lhc Foreign Trade Law does not
provide for spccific sancti()ns Jgrinst in-
tellectual p()peny inhingcrs.

ln other sections of tlre new lar\', the
language sccll]s aimed explicilly at
pulting on a go()d face for thc GATT. The
Gencr.ll Pr()\'i:ik)ns of thc, law. for cxanr-
ple. cxtcncl the conccpt of nrutuirlity !o
Chinils tradc rclationships nrth forcign
countrics. The la$ c()mnrits China t()
granl preferential lrdde lrealmenl k) coun-
tries 'in accordlnce \'ilh internali()nal
tre:]tics or agrcemcnrs t() which lchinal
has acceded...Most Frvorcd Niltion (MFN )

treatmcnt or national treatnrcnl lshall h(
gnntcd) on the basis o[ the principles ol
firutual bcncfit and rcciprxit). Thc c()n-

ccpts of l\'lFN lntl national trextment,
hrxl,ever. arc nol dcfinccl in thc larv.

Adopting the concept t>f "nalional
lreatmenl," a principle embodied by the
GAT'I, miry prove difficult in China-and
less than grpular with sonrc frrreign c<;m-

pa ni(i.. For( iNn.invcsted cnterpriscs
(FIES) in China have grown accrrskrmed

to nurnerous tax breaks. while Slatc-
ou'ncd cntcrprr:,es cnjo) advanlagcs rn

terms of access to ra\' nuterials, energy
supplies, and d()mestic markets. Neither
FIEs n()r Stxte enterprises are likely to
want to give up thcir relative benefits.
Acting on the principlc of natt)nal trcat-
n)cnl. lhcr(f()r(, will prohahly rcnrain
onc of Beijing s krng-term goals.

Protocting domoslic industries

The Foreign ]'rJde Laq,'s eff<rrts to du-
plicatc intcrniti()nrl tradc pru('ri(cs give
Chinese government officials the opp()r-
tuniry to safeguard domestic producers
from impo( surLcs. impons priced below
normal values (dumping). and impons
subsidized by Jn exponing countries. Ar-

tirlcs 29--'tl lddress thesc c()nccpts in
broad tcrms, but provide fcw details;
MOFTEC reponedly is dr,rfting rulcs that
*'ill clarify thc system China wishcs to
put in place.

Since Chinese expons have recently
confronted nurne()us anti-dumping and
counlc'rvailing duty investigations in the
thited States and European Community,
xrmc trade analysts view thcse safeguard
provisions as littlc more than an effon hy
BeiiinS to give its industries the legal
meilns lo impcd( inrp()rts of forciSn
g(r)ds. tlntil thc implenrenting rules are

relelsed and put inlo practice we can

only speculate es to Beijing s true m()tiva-

tion. but it is cenainly not unreasonable

for China to scek to protccl its n'urkcts
from got>ds dumpcd or suhsidizcd by
()ther c()untrics.

In adclirion to intrtxlucing anli-dump-
ing safcguards. lhe n(\ hw ruthr)rizcs
Bciiing lo inlp()lic sanctions to c()untcr
"me sures of a discrinrinatory nature
JEJrnsl Chin:r" wrllr respc(t I() forr'l8n
trldc. -Ihe melning of disc rirnina tory,
howcver- is not rlefinc<l in thc law ancl

rn v give B(iirng r.onsiclcfirlrlc latitudc in
xpplying sanclions. As tlle Forcign Trade

lr$' t|Ji promrrlgillcd on Mav l]. 199 r--
lwo wceks bef<rre Presidcnt Clint()n's de-

cision lo dclink China s Ml'N status fron
hu,n!ln rights c()nside rati()ns-the liln-
grr:rgc rn thc ncN l:rrv $'ls rrr()st likely in-
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cluded to strengthen China $ lcgal posi-
tion in future disputes. The US govern-

ment, for example, cites the Jackson-
Vanik amendment to the 1974 Trade Act

as thc legal hasis for its annual revie$' of
China's MFN status. China can now point
to iLs own legislative code to respond in
kind to US "discriminatory" acrions.

A new role for foreigners?

Onc (',f the most significant protir'i()nr'
of the Foreign Trade Law is thc introduc-
tr()n of a ncw cnlity called thc forcign
trade operator (FfO), which is the only
rype of entiry authorized t<> engage in the
impon and expon of g<xrds or tcclmol-
ogy. Anicles U-14 include no nrention of
nationality requirements for FfC)s, per-
hxps signaling China's willingness to lx-
gin all()wing foreign companies ro com-
pete with Statc-oq,ned trading
corfx)rations and dorncstic trading conr-
panies.

'fhe Foreign Trdde Lrw defines an FTO

s a MoFfEc-approvcd legal pemon or
()rganiz-ali()n engaged in foreign tradc ac-

tivities. FfOs nrust:

! poss,rs" lhcir ()wn narncs und rrrgani-

zational structurcs;

! involve dremselves in lbreign tmde;

! hlvc thc srte, c:rprtal. and proft.ssion-
llr ncct,ssary t() (rl)(rate lherr f()r(.ign
trude lusiness, andt

I ,.rrmply uitlr rrtlrcr tonclitions:,peci-
ficd in llns or adminiritrulivc regulati()ns.

According to MOFIEC Minister Wu Yi,

ovcr 7,(n0 trading cnterprises u,erc cn-
gagecl in firrc-ign tmde in China in lE),3. lt
rs nr)l )('l ( l(:rr \\t(thcr Jll ()l thcsc firns
*'ill lutrrmltically quillify.rs FTOs ()r
n'lrcthcr elch nrust hc examincd hy
MOFTIiC for approval. 'lhc prrrcdures to
he useri firr qualif)'ing fortign firms to
cngxge in lirreign trade, which rvill not
lx, knos'n unlil the irrplcmenting regula-

rions li)r FTO li(enscs lre complctcd, rvill
tcst (lhinx s c()lnmilmenl t() thc (()n(cpt
()f "nxti()nal trcatrDcnt.

To <lualify rs an I.l(). thc nc,, law
slrys xn cnti(y mlrst llavc il Pr()\'sn truck
record in thc import-exporl l)usincss (ci-

lhcr diredly ()r thr()ugh its agcnt) or grs-
sess lhc ncccssarv grxrcls to inrpon or ex-
p()rt. Since foreign trading firlns lrlve
lx.en restrictccl trom lirrcign tru(lc a(1ivi-
lies undcr the (rrrrent s)sterl the arilc-
ri(nl ()l p()sscssing I pnrvcn tnrr'k rcr'orcl

in (;hinl nlight rlnrsticllll lirnil thc nurl-

ber of f<.rreign firms able to qualify as

FTOs, and the scope o[ business they can

engage in. Vlrile a limited number of
high-profile f<rreign fimrs may eventually
achieve FfO sratus, China s willingrlcss t()

alkrw a broad spcrtrunr of foreign-hased
FIOS nlay be years away. MOFI-EC will
reponedly publish irnplernenting regula-
tions covering lhe grantin8 of I'TO li-
censes l:ltcr this year; the rulcs should
makc it clearer q'he'ther and which for-
eign finns will be ablc to act as FTOs.

i'lo neur o dispre sdlqmnt

Another issue of concern to foreigners,
dispute resolution, receives no mentk)n
at all in thc new law. lt is doubtful that in

the foresecable future foreign trade dis-
putcs involving laovemnlent enlities can

lx' Iitigated successfully in Chinese couns
bccause r>f thc lack of a 'separation of
por\er" d(rctrinc. The Chincsr- iudiciary is

a Strrc ()rgan and will generally align it.
sclf with Srale interests.

Yet mcdiati()n and irrbitration-ttrc
preferrcd means of dispute resolution in
China-nray not be sxtisfact()ry t() the ag-

grievcd f<rrcign pany e'hcn the (;hincsc

gr)lcrnmcnt ()r it:' c()n)merciJl entit)'is
the defendxnt. l\.lediators g.,nL'rally seek

conlpronisc solulions to avoid displeas-

ing a po*crful Chincse rrrinistry if iI hirs

dircct stakes in thc disputc. tlut if the ag-

gricved parq'seeks to settle lhe dispute
in xn intemxtk)n l fr:rum. the Chinese dc-
fendant may'be ablc to use lhc \'.rlluc
rvording of tlre nc\\' la$ () his aclvrntagc'
in chellcnging tlre validily <>l ths a\\,ard
or judgnrcnt in (;hinx. A Chincse prrty
sith the right (r)ntJ(1s. ((,uld. [(1r in-
stJncc. xrguc tlMl thc contract in dispute
is unenfrrrceablc lrcause its inabilitv k)
firltill thc contract uas clue to Statc rc-
strictions outlinccl in thc li()r(i!ln Trnde
Lrw. Such tactics llrvc l)ccn uscd in the
pxsl- ln 1992. J c()rp()rJlc rrnl of the Chi-

nc\c g(,\'crnnlcnl r(si:'le(l Jn Amcri(Jn
c()nrprny s lltlempt to ex(cutc a deliltrh

iLrdgnlcnl f()r frlud end lrrclch of con-
lrxct. cr)ntcnding that it \\,as pr(rribitcd
bv China s StJtc Sccrcls A.t lo dis(l()sc
llte n'lrercllxruts of its essets.

An eye on sewices

ln somc rlu1's. thc nc$ fl)rcign l't:rdc
Lil\\' hclps clarilv Cllinr's p()riiti()n on
sottrc rrl'tlte issut:r r.risc(l cluring ong,riltg
(;A'I-l t:trilf :rnd prr:tocol ncg()ti:llions.

The law's expanded dehnition of "f<rreign

tradc" to include technology and intema-
tional trudc in serviccs as sell a:' the im-
pon and export of grxrds appears ro an-

ticiprtc China s cvcntual memb(nihip in
vTo.

Howevcr, there is litde evidence that
China is poised to throw opcn its scrvi(e
industries-including firance, insurance,
tmnsp()nati()n. toufi sm. rel(c()mmunica-
tions, consulting, and engincering ser-
vices-to foreign competition. Anicle 22

stalcs thxl China "shall promote the grad-

ual dcvclopmcnt ()f inlemati()nJl services

trade, but Anicles 24 and 25 describe
several broad circumstanccs in wlrich
China s trade in serviccs may tr restrictcd
or prohibited, including the catch-all
phrasc, "whcre prohibition is provided
f()r in laws or administrativc regulations,"

In a press bricfing in May 1994,
MOFTEC Minister \vu stated that the new
Foreign Tradc Law can only lay down
lrroad principlcs in lh( Jrea o[ serviccs
becausc sucl'r tnde is still ! nes'under-
trking for China. Ileijing s ambivalence
tou rrd op<'ning up Chint s mJrkcts lo in-
ternationll tradc in services pnrbably re-

llccts thc PRC s dcsirc to prolect these
rclatively inefficicnt. undcvekrped indus-
tries fr<xn foreign conpctition. l(onically,
internxtional scrvicc providcrs $ ould
lik<11 prorc inslrurn(nlal ir) rerolvinS
many of China s existing [xrttlenecks io fi-
n:rnae. lrxnirrx )fl:llk )n. lrnd l(.1(c()ntmuni-
cati()ns.

A slep hrword?

Alth()u8h thc Foreign Tratle Lau'has
Ite,n in effcct for six nronths, fen Chi-
nc* truJc rlr.rllrofltic\ scrn) lo l)c pllyinH
nru(h altenti(nr t() it. M()st appe]r pre()c-
( upic(l inst(,r(l u irll (jl)in:r s UATT n(g(,ti.
ali(rns. Alth()ugh ()nc nril, cxpcct drat thL'

price of GATT/\VTO admission will in-
r,<llve dtc ackrption of legislalion to clarify
rrr supplement tbe Foreign Tndc l,aw. ul-
tinrxtcly, sr,lc(essful irrrplenrcntation o[ an
opcn ancl fiec lrade rc.gimc in China dc-
pends uporr the rvillingncss and ability of
all lcvels of thc Ctrinese governnlcnt k)
rupholcl such a systcnr.'Ihc ncrv h* lays
a fountlution for (]hinese iruthorities t()
trclle a frec trilde frginre. As of yet.
Irorrcvtr. it is l(x) s(,t)n to tell whetlrr.r it

rvill hcronrc iust ilnother addition to
(lhina's growing rcprnoire of rvell-intcn
ti()nc(ll)ul rclxritch l(x)thlcss liws. ft,
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Accounting ond lnsuronce

OTHER

Americon lnlernolionql Assuronce Co. [td., q unit ol Americon
lntemotionol Group lnc. (US)

V'ill sell lrcrrltlr rnrlltcirlrnt insulrncc polrtrr's tlrroLrglr.r lr.rnk
io slrrnglr.ri lo {) r

Generol Accident PtC IUK)
()l',erttLl rr'lrrc.cntrttrr(r)lli(( irr lLilillll lo 9t.

Agriculturol Commodities ond Technology

INVESTMENTS IN CHINA
Aerolink lniemolionol lnvestment IPIEI [ld.
lSingopore)/Huohng Food lnduskiol Groop Co. ttd. (Zhuhoi)

li,rrrr( (l llLrirl( rrg l,irl r ( )il l{(.llrri,rg l'l.rnl i, )rnt \ r-lrt ur(, lr )

,rrrxlLrrr',r.rlrrr oil \l-i|1!lli,)n lr) tll

OTHER

Jopon
l)()Dirlr(l hrnds t() clcvcL)P grlrin prrxlrction in sl]:rnd()ng iln(l
Anlrui provin.es. 56 5 nrilli()n 1.)/9 r.

Bonking ond tinonce

INVESTMENTS IN CHINA
Govemmenl ol Singopore lnveslment Corp. {Singopore), Mingly
Corp. Ltd. IHK). Morgon Sbnley Group lnc. {USl/Chino
Nolionol lnveslment ond Guoronlee Corp,, People's
Conskuction Eonk of Chino

l's.rlrli'lrL tl (.lrrn.r Lrlr-rn.rrx rr.rl (:.rl)rl.rl (l( ,|I) l-lLl. irrt( r1r.rrr,,n,rl

in\(':lrll('rrl l).rnl rrr ll('rtrrrg. )lOir nlrllr)rr. (Srn!.rl)()r('- i' .

1lh:- i | 5. ii l'l.l( io , ) lo () 
r

Siemens AG (Germonyl
li)fin(\l Si(rD.n: l-ld ((il)in;r) \lx)ll) r)\\ncd suhsirlilrt'to
p(ni(lr in\$l,rrnt crrlrilrl t() Si(nr('ns i()inl \cntur(s in (:llrnir

10 ()r

nbb.*,oto,,sd tl',q,ghor, l!r' BO( Bonko{Ch,rc CAAC CdJ AJon@ Adm'nnFond ol
Ch'rc, CNAIEC Cn,@ Noiool Aubhor,a 'npod E^Fd (dp . CAIIC Ch'rc NdEd Ado
Tdh.olos, lFporl.Erpod Co?. CmC Ch,^o lnr.moho@J rru, ond ,n6rhn d Corp i C|IS
Chiio l.t.horionol T,ov.l S.ryk6, CNOOC Chino NorionolOfflhor. Oil Corp.; EIOZ
Eto6'c ond rdhrchsi.ol D@lopm6r Z@, CBC: lndud,iol ond Commarciol Bonk ol Chlno;
MPI Minnry ol P6r! ond T€lcdnuni.oft*r, NA: |ror AEiloblc, NORh]cO: Clino flodfi
lndu'h'6 Cdp PEI Po, ond r.k(@muni(otor. P0O( Ped.i Bo"I olch,m, SEZ sp.<El
tcorcmr ?@. SINOCHEM Chno Mroftl Chn'.ol! lhporr Erpod Cdp S|NOPtC Chi@
Ndiionol P.tdh.mi.ol Corp., SINOTI,ANS: Chino Nori@ol rq.ign lrcd. I.onrpo.torio. ColP l
Src, Sbi. Plon.in€ Cmmuson; UNDP: Unibd Noton. D6€lopm6nr Prog/om

CHINA BUSINESS

7bc aBfi l)) sending the inli)rnr;rti()n () thc rttenti()n (r'lhc ccll()r.

SALES AND INVESTMENT Seplember l-October 31, l99d
toreign porty/Chinere porty Arrongemenl, volue, ond doh reported

OTHER

Citibonk NA (USl

Installt.rl .\-llls rn Shunghili t() [rcilili|tr n\tDtitthi Llslt
\'itlrtlru\\els. lirrrrl trunslt|s, rntl helaocc iorlrririrs. I(r 9l

Commer:bonk AG (Germony)
( )p(nt rl lrmrrr.l r ollir U io Slrrnglriri l(, ") r

MM5 lnternotionol (US)

t )PL n<rl,,llltL' rrr \lrJrrgh.r ll) 9l

Mo€on Stonley Group lnc. {US)
( )l)r'n( (l ,,lll( ( in IJciiin{ li)1)r

Notionql Westminsier Group (UK)
( )l)t'rx1l (,1,i( (' in 5lr.rnglr.r l{) ') I

Union Eonk lSwitu erlqndl
( )l)( n((l rel)r( \r'nlirli\ ( (rfi(( in Slrirnglrxi. l(r 9 l

Bonque froncoise du Commerce Exterieur (Fronce)
( )p(rr((l rel)( r('rlluli\ ( ( )tli(r in slrirrlllhrli. (-) 

') r

Dewe Rogerson lnc. IUS)
()l)coc(l,,lfl(('\ rr) Il(nlg K(rrglrr(l \lrxn!hiri () ()r

Stondord chortered Bonk (UK)

{ )pcnrtllx.rrl( h otlirt in(:h(oJ.tLlu ()()t
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CHINA'S INVESTMENTS ABROAD

Shonghoi lntemotionol Securilies Co. Ltd./NA {USl
Ii )fi n(,d Sll.roglrir Inr(rnrri(nrrl 5(tlr rtr( s \(,nlr r\rlrcrir'x Irr(

Ioinr \ u,rturr in N(\\ li )rk l( ) l)11,\ i(l(' ur\ cslrrr( rrt l)iurkirrg
\( r\ i( ( s lr )r rr\('\tnl(jll\ rrrl() xn(l lr(nn (:hinil ll) t) r

Chemicols, Pehochemicols, ond Relobd

Equipmenl

INVESTMENTS IN CHINA
Avery Dennison Corp. (U5)

\\ ill lrrriltl .rrr rrillrr.ivc. 1:r,,,:hrctirrn lrl.c in Krrnsh;rn. ncur
Sh.rngh.ri iJ(l rrrillii,n Ilr () 

r.

Ajinomot'o Co. ln<. (Jqpqnl/Sichuon Chuonhuo Chemicol
lndustry Corp.

linnx(l ( . I l r r . r r r I r r r . r \jin( )rn(,1,l (i ) t-l( I jl,inl \ ( nllll( l(,ln]}([r((
hsin< \lrnrillion l.l.r|.rn-(, ,l'}R(: 1(t' )i) 9r



Sondoz Chemicols, o member ol Sondoz Group
{Swir.erlond)/fioniin tlo.5 Dyertuf{5 Foclory

lisr.rl)lr\llr(l t,)int y(Dlrrrr lo nLrnuiuclurc rlvc.lirr rLrnrr'sti< uncl
o\ ('r:( rs rrrrk(ls 9 () 

r

sRl lntcrnotionol (US)/Chino lnt'ernotionol Chemicol Consuhing
Corp.

\\'ill i()rntl! 1xor rc[ tonsulting scn i((s l()r lh( glrlxl (h!1ni(rl
irxllr\lN () ().r

OTHER

Generon Syslems, o subsklhry d Dow Chemicol Co. (U5)

l)(.signitr,d Ir.rrriin lligh'l(.(h S(i(nti6. Insll'trnrcnt (]).. Ld. t()
(lislrilnrtc il nitn)Bcl)'llcncrxting tncnrl)ril,1r t!-(,hrl()log\ in
(:lrin:r.9().1

Consumer Goods

INVESTMENTS IN CHINA
Errelte Dyrno Austrolio, o tubiidiory of Esselte AB
lAuskolio)/Dolion Pen Co.

ll\r;rhli\hc(l ilinr \(.rrrUr( lo l)r()(lLr.(.:l:rlxnr.n fr()(hrL1s. lo 9r

Scondinovion Fumiture Co. (Swedenl/NA (Beiiing)

Il\txhhshc(l lltijing s(.lnLlirlrr! iu rl Iirrrit(rr((l() ii)irrl \(1'ltlrr.('
S l .l rltillxnr lo 1) I

fimes Publishing [td. (Singoporc)/tlA (Shenyong)
Ii )flD(d Liir(nrin.rt llnr(s \rnllu] I)rinl(rs l.l(l jointrr'nttrrr't,r
pnrluc(rh,xrl lrirrks S2 I rnil|rxr (Sin!:rl)()r( ;l',, I)lt(.:rr)f,)
lr) 9]

OTHER

Pierre Cordin (Frcncel/Kunshon Sporls Shoes Uiongsu)
l)(sign:rt((l KLrnrll]n Sporrs Shrts to lrt tlte sole (llrinesc
prr rlru cr lnd drstr'ilrutrx (r' I)r(,rr( (lur(lin spons slx rr: lirr
tlriltlrtn t) I)r.

Pierre Cordin (tronce)/Shonghoi Shengdo Shoe Co.
I)(\i1r,ulc(l slr:rn!lr:ri :lr(nil(le slx)r'(i) to lt tltc s(rlc
pr(xhr(r'r Jn(l di:tril\rl(,r ( )l l')i('r rc (:urdrl lc.rtlrer slurcs lirr
tlri rrn. 9 \) r.

Elechonics ond Computer Sofiwore

INVESTMEMS IN CHINA
Advonced Micro Dwkes, lnc. {U5}

\\'ill cstablish s lxrlh rxrrrcrl sulrsicli:rn in tll: Suzlrou
srnitrp()rc Indosrriirl l'rrk lo |nxlurc. nri(rprrrccssors end
scnri(rrnduclor prtxlucts. S19 nrillir)n l0 9r.

Generol Elcrtrk Co, (US)

\l'ill li)nn lx)l(liDg ((nnpan\ in Shirnghiri t() prrvicle senrcts t()
(;L t)int y(nturc:\ xn(lrlfiliirtc\ in (:hinir 10 91

Hiiochi Ld. (Jopon)

Il\tltl)lislr(l I IitJChi Chirr3 Ltd. () c(x)r(lioxt( nrrlcrirls in(l
c(luip[)cot purchlrcs. r. \cll:rs linan.irl r]lilnlgemcnt li)r
llrlirchi()pcnrtr)ns in Chinr. Sl5 milh(nr. l0'91.

lntel Architectur€ Dwelopment, Shonghoi un of lnhlCorp.
(USllitong Communicotions Co. lBeiiing)

\\ ill j()irtl\ ( )p( n ln ('\lril)rli(n .( nt(r in Il( ijinL t, ) slx)\ ( r\c
lrrtcl nctu'rrrking anrl c()nli'rcnainB prx[r(ts. l() 9 r.

Torhibo Corp. Uopon)/Huoiin Ehctronics Co.
lisrrlrish((l i()inl \c,'rtr.uc lo nr;rnulnclurc.srrric(nr(lu(t()rs,i'r
rurrrlio uncl r rclur (1urp0r('nt S25 n)illi0n l() t)l

Aseo Erown Boveri (Switerlond)/Beiiing Redifter Plont
li' ,11 In )t rq.\lllt l,n\r \\\r( r\ ( :', I' r I \( nrLl|L. r{,

l)r(,(hr(( (li!lilxl A(. ro(l l)(l(lrir(.s li)r.\llli clt.rr.,Lrptcl st:rnchrtl
runLl .r stcrr :rl)Plieution\ qlo urrllxnr () ()l

Germon Deutsche Aercspoce AG/Chino Aeroopoce Corp.
li)|r])rd Iiufrr\slu(u llnllrfl i()rnr vcnrrrr( () (lcreI)p l lrrgh-
(.rl).l('irr \illcllit( l(,r lh(] (lhint\r rrrxrkcl S r ;li nrilli(rr.t) ')J

IBM Chinq Co., q unit of lsM Grp. lUs)lilong Communicotions
Co. lBeiiing)

llslrl)li\hrd.liknlg lnli)fl nxlir)n N(l\ork Il( s('xr.lr iro(l
I)(\(l()pr (nl (i() to dcvcbP eo :rch':rncerl tletu nr'trr rrr'k lirl tlre
(;()l(lcn llri(lg(' l)r()i((1. 59 nrilli(nr (Ls:5lI',"1'RC:50'r,'l () ()r.

IBM Corp. (US)/Greot Woll Compuler Corp. lBeiiing), ainghuo
Univercity (Beiiingl

loirrrI rt lt.rsul t]lrrn(sr\(r\()nr,()5 I {)pcrirtin! \v\tcrD i,r
llriiin{ 9 9r

Mohushiio Ele<trorio Corp. Uopon), lvtotsushitp Elerttic
lndustriql Co. Uqponl/Huo Xu Microehchonica Co. (Shonghoi)

I_,nrn((l SlrxDtlll !lxlsu\l)ilr :crni('(nxlLkt()r(i) i()irrt \enlLrR'
{() l)r(i(l[(( \(rrri(on(ltklr)r\ 'i'16 i rnllLrnl (.lll)xn:i1", -2i],'
t)lt( I I f,, ) () ,) I

Microso{t Corp. (USl
()p(ncd r Rlril \t()rf in IleiiiDs 9 9.r

Microrc{t Corp. (USl/l-egend Compuler Corp.
.l()inll\' rclc.rs(.(l Micros(rl DOS (r.22 in llcijiog.9 9i.

Tqndem Compulers lnc. (US)/Chino Greqt Woll lndustry Corp.
Iisr.rl)lish(.d (lrcxt \\irll N(xrst()l) C( rnputcr 'li,chool( E{ l-I(1.

ir)inl \L.,rtuIc t() pr(nrr()le ilrtd s(ll l-xnLlrnl I)r()ducts irl (lhinx

OTHER

Kyocero Corp., moker of ccromic pockoges lcr integrcted
circuits Uoponl

()lr('n.d :r r('ln1\.nl:rti\( r)t6.r' in Shirnphri lll ().1

Digitol Eguipment Corp. (US)

lnlr)([((d tlre Alpll.r A\l'-ll]6r rDi(()pr(l(ess()r in (lhinir

Engineering ond Conshuclion

INVESTMENTS IN CHINA
Allied lnduskies lntemqtionol Ltd. (USl/Shonghoi Cement
lndustry Group, o subsidiory oI Shonghoi Generul Building
lrtoteriols Corp. Lld.

ll\r.rl)lislr(.(l slr.rngl)li {lli((l (:cnrdrl (.()rl) l-kl. ir)inl v(nlur('lr}
I]l1lnul]( trrrr a( nr(,tl 5()nlrllunt. l0 91.
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|{A (US)/i,lA lHenqnl
Irrnlnr(l i()int \,clrnrlt in An\rnlt t(, Pr1)(iu.( ((nnlx(l Llis(s S I

tnilli(nr 9 9r

WM €orp, Dishiburion 5A {Switrorlondl/Booding Propelkr
Plqnt, q divisior d the Aviotion lnduskies of Chino (tleber'l

t-:r(rnrhc(l Ilu()dinF lluirnri \\'\l Sp(n1\ Il(luiJ)nr(nt ()) Ll(l i{)inl
rtntLrrt lrr nunLrtut'lur( (rcing li)rt\ Sl -1 nlilli()r1.
I S\\ ilz! rl:tn(lrttl"}l)R(-ri]f,) ().()I



lhlh Heovy lndustry Co. (5. Koreql/Beiiing Forklilt Plont
lisr:rl)lished ln iiinS-lhll:r (i)nstnr(tion llrchio(,n (lo. I-rd. i()inr
vrnlurc to pnrlur'r her! \' c(nrl\tructi()n nuchinen. Siti nrrllion
(S Kr)rex:50','PR(l:50rir) 9,I r.

Loforge Coppee Co. (Fronce), NA (HK}/NA (Beiiing)
list;thli.ltt<l \rngtu Or'nlrnt (j(l ir)int \(.ntLrr(,1(, nIn( lintcsl(,n(
.rnr.l pr<xhrtr lxrnlJnrl.rrD(or Sl:() nrill()n.9 tIr

OIHER
RIKI Arsciotcr lnc. (US)

Created architecturul plan fi)r Xiao Yun Intemalional lnduslrial
Perk in Wcifang City. Shand()ng Provincc.9/91.

Food ond Food Processing

CHINA'S IMPORTS

Tech-rrto* lx. lUS)
Sold lnd shippecl mext-processinL plant ro Chitu. $1.2 million
9/9't.

INVESTMENTS IN CHINA
Codbury Srhweppes Co. (Austrolio)/Beijing Agriculture ond
lndurtry Corp.

Llun.lrc(l l(,inl r(oltrrr l() p()(lu(( (:rrtllrun tlrxrrl.ttc
p,1)([r(rr $J0 nrilL(jn. (luslrirlirr:5' ,.PRC:"?i']o) lo 1,r.

Chioo Chin Enlerprises Fqiwon)/Beiiing Huodu Wine ond Food
Moking lndustriol Co.

IislJl)lish((l KinF (iirn Ii(i i()inl \,('nturr to pflxlLrr'r lulurir li;r
S{llrrlr,irsr 1\i.rn nLrrkcts lo.1) t.

Womer-lombert Co. (USl/Escodo lndushiol Ltd. (Guongzhou)
li)rnr('(l i()irrl rcnlLr('to I'trrirlrrr'c tum .rnrl r'xn(h' rn (:l)inir I'Jo
nrilli(,n 1(l 9-l

Asio-Pocifrc 8rcwing Co. (Singopore), Heineten Group
(Nelherlqndsl/Hoinon Beer Co.

\\ ill jointlt lruilcllxtut.n in Ilrrn:rns.linprrr lnL[stri]l
l)c\ e|I)rnerrt Z( )n( l( r rrtrrnrtlucturr' 

-l'igcr rnd I lcinckc n lrr.crs
958 orrlli(,n.9 9.1

Jor tlennessy & Co. lFroncel/Guizhou fttootoi Distillery
\\ ill ;orntlv tlcrcloP o\'( rscrs rnrrkcls li)r rrr)liri () r) r

Wolls Beiiing Co., o iint venture between Unilever PLC {UK,
Netherlondsl ond Sumslor (PRCI

\\ ill c(nrslnr.l :rn irt'r'r'r.ern licton ncxr shxnrll1.ri S50 ntillrorr

OTHER

Guongzhor trilo-l.oy Ltd., o joint venturc betwcen PepsiCo
Foods lnlemotionol {USl ond Xin Jioo Agrkuhurcl C.o.

Will Jrr.xluc( (:hcexrs h (;u:lngrh()u. 9.9.t.

frtcDomld's Corp. (US)
()prncd :r rcstlunlnl in l iunjin. 9 9 t.

lrlochinery ond Mochine Tools

INVESTMEMS IN CHINA
IIT Coq. IUS]/Jinbei Motors Co. {Shenyong)

F:slll)lishcclj()int vcotur( t{r nunul:r(lurc se$,tgc puo)ps. $1.1

nlilli()n (t IS:f)5ixFl)lt(:: l5tk,) l{)'()1

Hibchi Zoren Corp. [opon)/],lA (Dolion)
Iislrhlishe(l j()inl \'(jnlurc t() pft)duce stccl fi inss fi)r ships.
$5ui.tI)0. Uupan:iooi'l'R(l:5012,). 9/9.t.

Shinko Eleclronk Co. trd. [opon), Shinrho Corp. Uoponl/fioniin
C'enerql ft'lochirrcry ond Electric Co.

Iistxhlislred 'l'ixnjin slrinko til(,ctri( (i). Ltd. i()int vcnturc k)
prrxluce chrtch hnkcs lirr plrot< ropicrs :rncl industriel
[ra(hin(q. SJ.I nrillir)n. (.,xpxn:)6.]\,, TrrrFl,RC:lJ.8L). 9i91.

Siemens AG lGermqny)fiioniin Power ond Eleclonic Corp.
Estahlishcrl jt:int rcntrrrc k) pft)du(e clcdri( tnlnsn)irisi()n
e(loipl)( nr. S ltl.8 nrilli(n1. 9,9.].

Mehls, Minerols, ond Mining

CHINA'S IMPORTS

Shochen & Henshqw, o Weir Grorp compony (UK/Ezhou
Porrer Plont lHubeil

V'ill suppll strx kl rrrl co:rl.h:rndlng nrachinr's :rnd cril-t'ar
r.ltnrpt rs S l I Drillxn. lo 9J.

CHINA'S INVESTMENTS ABROAD
Chinq l,|otirnol Complele Plont lmport Export Corp.
Grwp/Ministry ol Conslruction lBurmo)

\('ill scll 5.(I)0 t(nncs ofst(el tnr:,ses k) (rn)s(nr({ I l)ri(l8c (^rr
lh( A\,(\'ilr1\'r(h Rir'(.. 9 9l

Pockoging, Pulp, ond Poper
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CHINA'S INVESTMENTS ABROAD
Tioniin Municipoliry/lntemotionol lnvestrnent Co. (Egyptl

\\'ill lruikl:r rr.rr[.r(rrl(.r ro Ii.i.l!l)r lo 9 |

Environmentol Technology ond Equipment

INVESTMENTS IN CHINA
Electrolux AB (Swedenl/Yodu Corp. {Beiiingl

Will cstelrlsh joint rcr'rtrrrt kr nrrnuf:rctrrrt rrittr'r purifi ctli()n
xppli:rnccs. (SNcdrn:6(I'rl'R(l: l(lli,). 10. 9 t.

OTHER

Wosle Monogemenl lntemationol |US)/Grrcngzhor Conrtrrxlbn
Commission, Guongzhol Environrrenlul ond Sonitotion
Adminirkatinn

\\ ill pini( ip!rc in u t!:rsibilitv study orr thc conrtrrx'ti(rr ()f
\\ilslc-l() (nerg)'fir( ilnics l0 ().i

fuion Derrelogrcnt Bonk
\ti ill pn r idt' kren tt; inrpnrre the rvutcr supplv in l):Llian,
l-ii!(rring I)r( )virlcr Sl60nrillion 9'91.

Concfiour {Fronce)/l,iqnhuq lShonghoil
Will ()p('n j()int-venlurc sulx.nnnrket (b'tuncc:i5rli,PRC:.t5'li,)
(),(),\

CHINA'S IMPORTS

Kooltech (Scotlond)/5ino lnvstmentr Ltd. (Shonghoil
rokl llr:r.'r' cr r rlt rs li rr u\r in l)illirrr. l-ir(rring l)n 

^ 
i|( i:

S t0r){x)0 l(1 9 r



INVESTMENTS IN CHINA
S€on Poper Co. (US)/Shonghoi Poper Corp.

\\'ill i()inll\ pfl)([r(.c k)ilcl plpcr () 9 r

Petroleum, Nofurol Cros, ond

Relobd Equipment

CHINA'S IMPORTS

Elf Aquihine (Fmnce)
Will scll 700.000 ()nnes of crude ()il l() SINOCH!:M. 9/9.1

INVESTMENTS IN CHINA
Elf Aquitoirc SA (troncel/Chino Petroleum Corp., Shonghoi
Shenergy Co.

\,ill i()intlv l\ril(l r(finioJ.l (rr)rl)l('x in slriroshei S2 ((r hillion

l obil Petroleum (liqnjin) Co.. o unit of I'iobil Corp. {U5}
lislrlrirlr(d llol)il l']ctrolcun)'l'iiroi,n (i,. \\,lr{)llv ()$ncLlvt'olLr(
to pr<xlLrcr lulrric:rtinr oils and grcescs SJ(l rrillt)n 9 9 1.

Shell-Chino lloldings Ud., on offfliqc of fir(h Royol Shell
Group Co. lNettedonds)/Chino Aviotion Oil Supply Corp.

(lrrxl(l 'l ilnirn lnlcrnilti(nlal Sl()rilliri rnd lirosp{)fl.lltnr (i)rp
joint rentun to lrrriltl rrn ()il lrok :rn(l keri)senc prpt Lnc frorn
'firnjin t() llriijog Airl)rrrr $.15 9 rnillroD (N(ll('rlxmls.t(l'1,
l)ltc:()(1,.,, ). 9 t) r.

INVESTMENTS IN CHINA
Dermik l,qborqtorir (Usl/Shondory rttedicol University
Yunmen Phormoceulicol toctory

I;runchrd SllrndongJ)emrik PhJnn:r((\rli.al (i). Ir(1.,(,int
venlurc Ir; pnrclur'e nrcdicinc lirr skin clisce\(s. $r-2.1 rnillxnl
( trS:75rrrl'RC 25')1,). l0/9r.

No\lo Nordlk Biobchnology C'o. Ud. (Denmo*)
Set up brrrnt,h in l-irniin () pr)du(c (.nz)1nes lrnd insulin Iin
in(lustrixl usc S2.r.l tnillr(}n l(I9r.

Yqmonouchi Phormoceutkol Co. (Jopqnl/Shenyqng tlo. l
Phormoceuticol Foctory

llrlil)li\hr(l j(,ir1t vrnlurt l() pr(xhr('c ulccr'(r(llnrcnl iln(l ()thcr
(inrgs SJI5 nrilli(m. (.lxpi n:8(ln i"l'R( l:.1()'1, ). l0 9r

Becnon Dkkinson & Co. (US)/Suzhou Phormoceuticol C'enercl
[sul)lishcrl j()int rcntrre in rl]c suzlx)(r siogr)p()rc In(lustrirl
I'urk k) p()(hrcc disp():ll)h sfrinBcs Sl.- mill(rr. 9 9-]

tlohlund Nycomed AS lllorwoyl/Shonghoi Huoihuq
Ptnrmoccuticol Fqctory

llstrl)lishe(lShxnlllrei \y<r rmctl Ph:r rnut flr{it:r I (i). i(,int
\r'nlure t() nrJrruli.trrr( r)(nl-i(nrt ('{)nlrirsl agcols.
( \( )^\ .t! .(n)',Fl'RC i(tr,) 9 9i

Power C"enerolion Equipment

INVESTMENTS IN CHINA
Siemens AG (Germonyl/Shoonxi Eooguong Eleclronics Corp.

lrilil)lishe(l i()iol \cnturc () or:rnula('turc :ind sell cornportenrs
t() p()\\'er tre,rs,rlis\i()n Frids. 57.7 nlilli()n. ((;ernr:ln)':(illr
l'lt(::{{)oi)). l0 9.r

Wlle Group (US)fiongsu Prwinciol Po,rrer Bureou
u ill j()intlt l)uild a ,rxtur:rl gas-lutltd po*tr s(xti(m. S2..1

hillirn. ( L;S,r(l'o-PR(l:-3tI' ,) lo'9t

C,C. Wn:ton & Co., lnc. (USl/Shonghoi Ruisi lniemolionol
Engineering lnveshrcnt Coniultorxy Co. Ud.

Sign((l lcllcr ()l inrent to l\rild J 2.5(x)t1u' nu< lclr p,rucr pllnt
ir) si(lnran l'fi)vincr. lilol)illioo 109,r

Enron Corp. (USl

will l)uild I)oNrr l)lirnl in Ilxinrn in(l sell rlc.tricir) 1() llxinxn
Ial(ctri( l'o\\ r'r (i)rp 9/9:l

Sithe Energies lnc. (USl/Beiiing Shunl Ihermol Powcr Co.
li)rnlrd il)int rcnturc to huild lnd nrrnlge r l0()i\lw co.rl firecl
c{)g(,nrr:rti()n plxnt in SI)un}i (inlnt\ Srs rnilli()n. 9,9r

OTHER

Asion Developnrent Bonk
Will provide loan t() thc Hunrn Lingiinten Hydropowcr Proiecl
lo c()nstruct a 240Mw hvdr()p()wer plant on thc Yuanshui
Rivcr. Sl l6 nrilli()n. 9/94.
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OTHER

Tolqyo C,qs Co. (Jopon)

Opcn(d represcntdlive ()fn(c in Rcijing. l()/9{.

Unocql Corp. (US)

Op(ned r(prcsenlati!c olhcc in Ilciiing. 9'9 i.

Phormoceulicols

Ports ond Shipping

INVESTMENTS IN CHINA
Itochu €orp. Uoponl, Korpike Trcnqoriolion & Worehousing
Co. Uoponl/Shonghoi Dochong lnduslry Co., Shonghoi Occon
ShipSrlng Agency

EstJhlishcd slunghxi \'.rnhux lntr'r'neti(nllll (la18() Logislicr' (i).
j()inl vcnturc l() hrndlc int(m:rli(n1ul ('()nlxincr lfltnsP()[xri()n
enclslrrrage S lT li orillion. 9,9.r.

Koworoki Kisen Koisho tine (Jqpon)/Sinotronr liooning Co.
Iistul:lishcrl K-S Shipping l,t(|. l()int \'('nlure lo pnrri<le lccrler
5cn t e l\ t\\'e(rn.lxpxn xn(l l)alixn. (.lxpan:5tIr,Fl'RC:i(Pir). 9, 9r.

OTHER

Nippon Koiii Kyokoi Uoponl
()l)encd oth(! in llcijing. 10 9.1.

Property lvlonogemenl ond Development

INVESTMENTS IN CHINA
NA IHl(}

Ii)rrDr(l l fi!c c(xr)prn) ((,ns()niuo) t(, invcst rn rn oflicc encl
rcsidentirl lx )!sing (( nr)plcr inTirnjin. SJ5 5,Dillxrr 10 9r.

liong Kong Ruilo lnwrlmcnt Co. Ud. (Hrc/Chino Reol Btore
Development Co. (Beiiing)

\,ill (r nrslRr.r.lil]gnli I,lrzd. \\,hi(h w ill in(trd( xp.lflr)(nts.
oltr.cs..rncl cntt,n]innlcn! irod seni(.c (cnler\ S6{) lillI(nr.



Kerry (A,loltrysiol/Dolion Generol iterchondise ond Texlile
Fobrics Groups

\\ill tr)roll\ build thr sh;rngrr'l:r Il(nel in D;rlirn ll) 9{

tlondor Proper| Co. (HK)/Beiiing chooyong Po* Development
Co.

LrLrnelr(l (;rc(nllk( (ilRlcn $til r nrillxnr () 
9.1

Nkhii Co. Popon)/ilA (Dolion)
Iitrn(rl i()int vcnlur( lo conslrrrtt rt clrpltnrrttltt strrrc uncl ht,tcl
c:lrrh( l).lliiln tilih\rr\rirtior] (.,.1t)rn -(I' ,l,l(;:Jt] ,).9 9]

OTHER

World Bonk
will pr()vidc loan Io esublish h()using nlirn.gcnlcnt
corpomtions ilncl huilcl houses in Beijing. Chengdu. Ningfxr
end \':rnt1Li. S'100 nrilli()n. 9/91.

Telecommunicolions

CHINA'S IMPORTS

Alcocl Bcll, o suhsidiory ol Alcolel"Alsthom lfrqnce)
\(,1(l li\r r\lcrl(,1 l(lrllr \ll r( l(plr('n(' ('\(hunsrs I() (-hin.r
\ li (r rnillr(nr l{) () 

r

AT&T Co. IUS)/Guongdong Post ond Telcrommunicolions
Adminsholive Bureou

\\'rll lr,li,.i:rrir.lt'.:tligrt.rlr.'lcrtr'r,rtrr rr,,rtr'lrinq. lrrtlr.1lr'r'(l
,jl)(1 ('pll( r,rn\r)r\\i,,rr srrttrrrs..rrxl urhun<ctl.,,lis.rn orL'r
tlrr'nrrt llrr vt.urr \ir)rl rilli,,n l(,')t

INVESTMENTS IN CHINA
EellSouth Corp. (US)/Chino United Telccommunicolionr Corp.
(uNrcoMl

L:run( l)( (l ir )irrt !rrrtLr'( Io \(1 trp .(lltrlilr. s irr.I s.. :rnrl I rrrg
(li:lJnrrlcl(pln)n( n(t\\(nL\ in ll(ijin!rn(lIirniin lll ()l.

Siemens AG (C'ermony)/Chengdu Coble Shoreholding Co. ld.
|\t.rlrr h(rl )r(ln(]rri ( )plic:rl I'rl)( r (::rhl( l.t(l ir)int \ (nlurt lo
p|orlrrcr. lill r.oPtir. rrlrl(' \-lornillron ((l(nrr.rn\ ilf',-
l)l{( t:irrL,,) lr) r)r

OTHER

Sprint lntemolionol (US)/Bciiing Posl ond Tehrommunicolions
Adminisholinn, Shonghoi Post ond Telecommunicqlions
Adminishotion

Uslul)li\lr'rl \tlfirrll.ink to lrrr rr irL: lntt intr .rr( r\s tlrr iLrglroUt
(lhirl.r () 9l

Wellfleet Communicotions, lnc. (US)
( )lx n( (l ,,lll( !' ur Il, r;rrr1 '1 '1 '

Textiles ond Apporel

INVESTMENTS IN CHINA

Tronsporlolion

INVESTMEMS IN CHINA
Hondo ,ttotor Co. (Joponl/Dongfcng t'totor Corp. lGuongdong)

lirrnrerl I)rr gltng lIrndl Aur(nDi)hil( l'ill1s (]() Jorol v(nru(, in
liuirh(nr t() l)r((lLrc( ilut() pir s Sl(l ririlli(nr. ll) ')t

Unde AG (Germony)/Xiomen Forklifi Truck Plont
llslrl)li\l)(l l-rn(l('-\irnxn linkliti'fnl( k C(,rl) Ltd joinr \L.nlrr(
Lo rnunulllctu[c lir|klil(\ SJoo rnilli( ((](finirn\ 5;",,P1{(, ti",,).
l() 9r

Lucos lndustries (UKl, Mondo Mochinery (5. Koreol/Longfong
Broking Air Compresrcr toclory (Hebei)

I ornr(l 1rrrrt \('nlrrr( 1,r l)r!ltr(. (|\( lr[rk(' \I] -') rrrilli(,rr
rl li.]o,' \ K(r(ir {il,.l)li( lrr ) l(} 91

Toyoto Moror Corp. [opon)
Will cstrlrlish u t(lrnicxlce (r in Tirnii,r l() x$ist in tl)(
clcr'elopnrent lnd nunuh(lur( (),' c(nnpon(nts ancl vehicles
l{),9-1.

UI Auiomodive, o subsidiory of United Technologies Corp.
{USl/Dongrfeng Motor Co. {Hubei}

linrrx(l II\l)1 .\( \ur(,ll((rri( (,, l.r(l t(,Irl \(ntLrR'l(,
L[.rgtt,rntl rtr.tnLrl.tctLrr(',rr]lrrrl"lr\!'(()r)rln'rxrrl\ lo')r

Vority Corp. (USl/Iioniin Engirr Wod<s
F() Drd i(,inl \cnt(rr( t() lt1)(h(c l'crkins ('ogines lirr inrlustrirl
roll J(rk) ilpplr(utr(nrs. l{) 9 t.

Yomoho }lotor €o. [opon)/Toizhou forcstry l,tochinary Workr
Uiongsu)

ljslrlri\lr((l.li.lr)8so l-inlui YilnlJhir II( )t()r (i). | )inl \ t'nturr t()
nnnul:tture rtrrrorc'r'tJt, cngines. Sl I mrllx)n. (.llprn:J;","
l'RC:65'!,,). l() 9.r.

bcos Aerorpoce Systerns (UK)/Chino Notionol Aerotechnology
lmport Expon Corp.

Iisllrl)li\h((l t(,rrll\('rnrrn rre.r r Slr:r rrglt.ri tor]1.u)ulJ(lur((1rg|l1(
a(,rtln,l\,rn(l(l(dri( Jl()\\'('rE(rr(rirlxrn \!5t(,rrr\. () (ll.

Motsuo Bridge Co, Uoponl/NA (Zheiioryl
llslill)lisll(rl i,)inl \rntLrre to r}Prrutr trrll fi)J(l in llu/h()u :-Zr
rllilli( 'rl 91.)l

NA (Jopon), NA Uopon)/l.lo.I Motor Vehicle Enlerprise Group
lChongchun)

lir rr)('(l,\uli) r\ir ( :r)ndilr(nl(r (:i) Lt!l i(nrn \ (nror( t( ) l)r()([((
r'ondr'nrtrr, rr:r|or:rtoIr, rrntl lr Lrtorr rolrilt .rir .{ Jll(llt ir xr(r\ Sll
rrrlli( rl ,) () l.

Pockond Eleckic Chino, lnc., o unil of Generol Moiors Corp.
(USl/Boicheng Automobile Wring Foctory Uilinl

li't:rlrlislrctl l'jt(L.r1l lil(\tri( lluI('lrr,rtu l.trl t,)inl \(ntur( t(,
rn.rtrul.rrlur( (l((tfl(.rl rr'.t('nrr, rgnrtion clrblcs :rnd \rnng
lr.rnl(ss(s S l(l rlrrllr()n

Somrung Aerospoce lndurtriol Co. (S. Koreo)/tlA lBeiiingl
li,flrL.(l .l ( ( nrs( fiiurn $ rr lr .J I oIh(r \ rulh K( )f(,xn ( orDl)ll i(\ t( )

([r(l()t)ir lOOs(rl l)x\\co1r(1irt irt(]lrinr \l .ll)rllr(rr 9()1.

Yomoho Motors Co. Uoponl, NA Uoponl, ifA U"pon)/lll
lisr:rlrlrslrt tl ( lll,nBcling I'i E.h.rn 'lX ( l.rrlnrr'( l( 'r 

(:r ) i(nnt
\ rnllrr( l( ) lxr ,(lLr( (j .l,1Ll s('ll rll()1,)r(\!l('(.Il)Lrr(t()!\ i t..]

rI]illi(nl ()()r
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VF Corp. {U51, Fomous l'lorse Group (Hl(/Tsishqn Textiles
lmport Exporr Co. (Guongdongl

li)rlDcd (;rr.rrgd(nrg I:rrsl)irr1 l.(.(,(:l()thIl)g(i) I-kl ir)iril r(nlrrrc
t{, nrrr)uli(lL[( ]n(l ricll lxc itlr,r\ in (:llinx. 9 91.

OTHER

lcon trtox ln<. {USl
()pcnc(l (uL{ in llciji0g 9 91.



Zt Friedrichshobn AG (Germonyl/Shqnghoi Aulomolive
lndustry Corp.

listil)lrslrr(l ll: \lr.tnglru slr'(rinr(i) l-l(l il,int \(nlurc l()
Dlxrrrrl](turr' :l(rf irril s\st(nr: li)f (:rrs ]rrrl li!lrt l,,trrk\ \ r(l

rrillr(nr 'l()l

CHINA'S SALES ABROAD

NA (PRC)/lsuzu Motors ttd. [opon)
\\rll r'll urrtorrrrrtrri L.r\trrr!5 lo()r

5onleng Bus Co. (Iioniin)/NA {Colombiol
\\rll\(ll lrr)liulr l)u\(\ e t)r

OTHER

IM-Skypok-Sinotrons, o ioint venture belween TNI Erpress
Woddwir|e (Ausholio) ond Chino Notionol toreign Trode
Tronsporiotion Corp.

t)Prrrrrl ollictsrn I)irliirn, 5h(nrlkn,.rn(l lilnjrn. Irr 91

Toyoto fttotor Corp. flopon)
( )l)rrl((l shl^\r(xnrr irr Slrtrrrlr(n Ir) ()l

NotionsBonk Corp. (USl, Sumitomo Bonk Ltd. (Iopon)
\\ rll prorrLI lin:rnrirrg I)ir.kirgr tr, (]lrinr S()Lrlh\\r\l Arlin(s l(,r
tlrt prrr,lr.rsc,rl \r\ llt)(irr!.rir.r.r,i \x)t ntillr)n r)')l

Miscelloneous

INVESTMENTS IN CHINA
Worner Bros. (US)/Chino Film Distribution ond Exhibition
lmport-Expod Co.

\\ill torrrll\ \r'lc.l \\.rnrtr Iir,. lllrr\l(,1)( (li\lril)rrl('(l in(;hrrr,r
1r) 9 l.

OTHER

.lL lntemotionol lnc,, on ogent lor overseos Chinese-run
newspopers ond television sl^otions (US)

i)lxn{'Ll 11prr'5cnlirti\((,lliLr irr ll('riiru lr) ') I

G.D. Polond Distribution Center, o ioint venture behrveen
Guongdong tight lndushiol Produch Co. (HK) ond Nonfong
lncrnolionol lnvestmenl (PRC)

{)n(rr((l tr.r(l((rrrt(,rrn\\.lr'.lNt(,.rs\ist(ilrnL.\(.((,rrrl).llri('s
,l,rirtl lrLrrint s. rrr lrrl\tr'nr l:rrr'l)(.9 t)r

lntn'l food/trqde/sq[ety PhD, 22+ yrs
w/ US govt regulotory ogency; exten-
sive PRC bockground in imp/exp,
heolth, ogriculture, reloted [ields;
senior ministry-level ossocioies in
SACI/CCIB, MPH/CAPM, MLI, PRC

Embossy in US & elsewhere; strong
connections in Guongdong,
Shonghoi, Beijing re: food produc on,
regulotion, sofety, lobeling, trode.
Conversotionol Mondqrin, strong cul'
turol knowledge, & deliverqble con-

THECHINA
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Clossified Advertising
'1818 N Street, NW
Suite 500
Woshington, DC 20036, USA

PhD U Chicogo in opplied sblistics,
lluent in spoken & written Mondorin,
seeks opportunity to opply skills.
Contoct: Tod Woddington, Tel/Fox:
312/75?-7725.

CIASSIFIED AD RATES

$l 0/line, [our-line minimum ($r'O).

36 chqrocler: per line, including oll
spoces & puncluotion. Submit only
tyFewritten ods ond send with poyment
6 weeks belore issue lo:

PRC notive, US res, MBA, 8 yrs exp,
:eeking posn in mktg/soles/mngmt in

PRC. Long lerm. Contoct; Chon, Tel:

7 1 8 / 20 4'21 24 or 861 / 205'8449.

US MBA,4 yrs PRC exp: JV set'
up,/pro j mngmt/mktg/industry/govt
conlocts. Long: Mondorin, Contonese,
Eng. Skong mngmt/mktg skills. Seeks

intn'l bus posn. Conlocli Mr. Chen,
I el / F ox 2O8 / 389 -9 529 .

nections. Additionol exp w/ GATT/
WTO, NAFTA, CUSTA, EU,.JOPON,

Koreo, lndio, Pokiston, N. Americo,
others. Seeking sr. monqgemenl posn
w/ estoblished firm for US-PRC
trode/iv's. Iel. 301 /622-4679.

Chinese, US perm re!. PhD/physics,
1 I yrs in US. Set up Sino US iv
(Beiiing) from scrotch. Gool oriented.
Trovel/reloc ok. I el: A0 4 / 633'301 A.

crAsslFrEDs In the
Next Issue
of lhe CBR:

r GATT ond the WTO-
ll'ltu l c l.r u r t,qcs a n'
itt stt tn'.f i tr Ii.\
c( )ntlxt lt i,{?

I Eximbonk's New

Finonce Guidelines

I Results of fie Council's

1994 Chino

lnveslment Survey
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I Technology fronsfer

.l(lt ic(.fi)r c()ntl)(t1t irs

ttlxttl lo si,qn ()n ll.)c

rlr tttttl li t tt,

POSITIONS WANTED

55



,
o
I

1

I
I II

75 years hter weh back whre we started.
Back in I919, a newAmerican-

owned insurance company began in
a small offtce in Shanghai. Within 10
years the company had grown into
a group oflife and non-li[e insurance
companies throughout China and
Southeast fuia. And rhis year, AIG
celebrates its 75th anniversary back
in the land where we first began.

But AIG today bears little
resemblance to *re original Shanghar
company. We are a global insurance

and financial services organization
with capital funds o[more than
US. $ l5 billion. We operate in approx-
imately 130 countries and jurisdictions
allaround the world. and we have
the largest overseas network oIany
U.S.-based insurance organization.

For two years we have been
back in China, through our branch
in Shanghai, and business is growing
rapidly. There we provide an array
of li[e insurance products, personal
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accident coverages and business
insurance products.

Seventy-[ive years ago
Shanghai was considered the city
oI opportunity in East Asia. And
it is again today. AIG is committed
to growing with and in the land
that gave us our start.

For more information. call
Mrchael l.D. Morrison in Shanghar
at 8621-279-8568 or fax to
862t-279-8569.
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AIG World leaders in insurance and financialservices.


