
I

,/-r\

I
NUrAttt I

----

/(
f-

\

T 1t,4

a

III

I tt

a
a

NABA NKOF CHI

THECHIl{A
BUSIl{ESSREVIE!

t
r-laltl rrl' I\

t

- III
/ -Jl Iall

tlltrlu r-
[t! t-lIIII'

-ril--n rtlll
lE'rrrr--.

II
(ltf

tl-,
IITtrT

?

FINANCIAT FIXES

t

\ I
F

1

(

.a

?.<, a
&\ 7

I t,

/
.,/

TfI

j,



CEIBS r
fi
(fl

w
a

fr
ry

f/.

CHINA EUROPE
INTERNATIONAL BUSINESS SCHOOL

CEIBS MANAGEMENT COURSES FOR 1997

INTERNATIONAL MANAGEMENT PROGRAMMES

o China from the Iruide English
. Global Managpment Programme English
. China Expatriate Programme English

SENIOR MANAGEMENT PROGRAMMES

o Advarrced Management Programme English or Chinese
. Suategy & tcadership English or Chinese

FUNCTIONAL MANAGEMENT PROGRAMMES

English or Chinese
English or Chinese
English or Chinese
Chinese
Chinese

Engtish
English
English

May - 7 days
O€t. - 10 days
Sept. - 5 days

July - 10 days
S€pt. - 6 days

May&Oct.-5days
Apr.&Nov.-5days
Aug. - 5 days

fuly - 5 days
Sept. - 5 days

July - l0 days
Apr.&Nov.-4days
June - 4 days

. Human Resources Management
o MarketinS and Sales Management
. Intensive Finance Programme
o Production-Operations Management
. l'roiect Management

,UNIOR MANAGEMENT PROGRAMMES

. Young Executive Programme

. Effective People Management

. Intensive Mark€ting Programme

SEMINARS

Finance for Executives
Cross'Cultural Management

English or Chinese June - 3 days
English Nov.-3days

CEIBS is the first Intemational Business School in China. CLIBS is established as a parhrership
between Shanghai Jiaotong University and the European Foundation for Management Development
with the support of the Shanghai Governrrent ard the European Union. CEIBS has been running
successful management courses and research programmes in Chha since 1984. More information on
CEIBS can be coltected fuom httpy'/www.ceibs.edu

CEIBS' sponsors include: ABB, AIRBUS, AGROLIMEN, ASM, BANQUE INDOGUEZ, BASF, BAT, BAYER,
BP, CIBA-GEIGY, COURTAULDS, ELF ATOCHEM, FFSA, FRAMATOME, HENKEL, ICI, INC GROUP, LVMH,
McKINSEY, NESTLE, PHILIPS, RABOBANK, REDLAND, REUTERS, RHONE.POULENC, ROCFIE,
ROTHMANS, SCHERING, SHANGHAI CAOIIEJING HI.TECH. PARK, STTIC, SHANGHAI JINQIAO EXPORT
PROCESSING ZONE DEVELOPMENT, SHANGHAI PETROCHEMICALS, SHANCHAI SOAP, SIEMENS,
UMTED DISTILLERS, VOLKSWACEN, WINTERTHUR, ZENECA

. Special discount for applicaEons received within 1996 will be available.

Readas of 'fhc Chino Btsin ss Rcoi.tl)', rc?ly now aad reccive e COMPIJMENTARy BROCIIURE Contact Stefaan van
Haydoa\, Exeantix Deoelopneat Dtrector, CEIBS, Iiaotong Untuerslty,800 Dongchuan Road, Minhang 200240, Shanghoi PRC.
Tebphonc: +86 (O)21 64630200 Ext.2017 Far: +86 (0)21 64358928 E-moil: sr;hwydonl@eibs.sjtu.edu.or

Cornpiny

Counlry:

Nanrc

City/Postrcde

Telcphone

Title:
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-J O Winning Structurcs
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4 Ji Council Activr-ties
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4 7 Greening US Aid
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Trends ltaD tsSu:t

Shil)ping nlirsD:lte 'lung Cl)ce-ll$'ir \}:rs
(h()scn l() I)r Hong Krlngs fir'st rtticl cx-

e(uti\ c ()n l)ccentbcr ll. \\'itll ()t'cr-

$hclnring supp()rl l'r()nl tlrc lcrritorr"s
tl)rr.nr( l]rl\'r \(l(\1r,nr (.rrDrrillc(. lil,rll
r(.(eivcd J20 o[ Llrc J9U vllirl volcs cast,

rr lrilc, lirrrrrcr t lrir'[.lrr.trr r' \ :rnF l i Lr.llrH

rcteivccl 12 rrrtrs an<l lirrnrcr cilil scnlnt
rncl lrr.rsincssnutn l'eter \irr Ks'ong
ching cl:rinrccl a(). Sirx( l'ung hxs lx'crl
r\l)c( tc(l () rvin tlrr post cvcl sincc l:c
wus singlctl orrt krr e hanclsltlkc by Chi-

ncsc l)xn!' Sr.retirry Jiilng Zcrnin lt !.lxn-
uirn ll)() []rrting of lkrng Kong :rclris-

r.s l() (:hin:r llrc enrtorrnr'cntt'nt (,l'
'I ung s sclc(li()rl-iusl 90 r)rin!rter' .lftcr
v()linE \\'lrs crxttltlcttcl-lltrllr' (irorc as il

srrrprise. L'tcltcd. thc rlnll rc:tl (\aitern(nl
tlte :rnnotrttrcrttcrtl gcncltterl seentctl lo
hc:rnrong lrolclcrs ol (xcrscrrs ()ricnt
(:()ntrincr Linl: Ltd. sL<xk. shiclr jurnpcd
I pcr(ent l)v thc cnd of l)trsincss ()n l)(-
ccntlrt'r ll. _lung rcsign(d rrs chxinrlrn ()l'

thc sllipl)ing.(nnpirnv to run lirr <lticI
c\c('uti\.c.

()\(r ll)c l)ilsl 1i:\ nrontlrs. tlrc arriuhlc
'lLrng lrrs p:rintccl hinscll rrs u lrrthcrly

I)iltri()r \\'itll tnrtlitionul (llrincsc valLrcs

ulro lrrclers priv:tle rrrnscnsus Ituilcling

l() I)ul)li( ()trtsp()k(nncss. ()pinion polls
slx^v tlrat tlrc Il(m8 Konlt p<Dulrte uc-
((,pls th(. sr)-)cxr olcl -lung rs rt c|cdilrlc
learlcr, hr.rt omny noncthcless hlrlxrr
lclrrs as to *'lrcther tltc Zllelixng-l)( )rn,

llritish-cdu(xtc(l t)(rx)n \\ill lrc rtlrlc to

nraintlin II()ng Kongs aLrtononrl llier

.luly L Tungs cJnrpirigtl st:llcrncnls in-

di(rlc llr.rt hc 1\ill bc l politicllll' and

r'conornir'lllr' (1)nscrtittivc leeder. Ilc lr.
cusccl IIxrg K()ngs l)cr)r()crllic l)llnl ol'
lxing (t)nlr()ntxti()n:ll iin(l lnti Chinil, untl

in(lic.rlcd rhxt hc firnrrcd lurring rnl or-
glnizxli()n supl'nning intlepcnclcnce li rt'

'l':lir\-iln ()r Til)rt ,ronr thc ttrriloq':tticr
1991. In llis xc((ptur)(e spccrh,'lung
cluinrccl tltlt lkrlg K()ng s<xiety has lt-
corrc t<xr lxrliticiztd in rc(cnl lcltrs, itntl
callccl on thc p()pulx(r l() strik( r l)ll-
.rrrc lretrvccn rrgltt. :tnrl,,lrlig.rti,rn.
H,r$t.rt.r lritting,!n tlr( tlxIlrr,,f unil\.
hc s:ri<l. Vc nrust pul usiclc oLrr rliffer-
rlr'ts lrncl 6nrl corunr<xr gnlr.tncl to buil<l

H()nH K(nrll togctlrer.'
'lirnE irli'r, cxl)rc\\((l ltt. rrt.lt t,, r,.trrrn

Ansrxr (lhan es clrirl setrelen-. lhe l'xrst
$'ith rc,sponsibilitv lirr tlrc dl,v-to-cllY
(rnning ol lhc g()vernn)cnl. Shoukl IJci-

lirlE. ,r. r'xlrr:rtt'tl. ilgrc( l(, (:lllln \ ((,ntln_

tuccl scrvite. thc Tttng Oltan <ltro w'ill

likcll bc n'elcorrt'(l l)y n1()st in Il()ng
K,,ng.rntl llrrultl J\ (Jp.rl)l( {r' rnirint:r,n-

ing tr(nlg Kr)ngs stxl)ilit,v rnd l)r()sl)cri1y
el'tcr tlrc ltanckrvcr. Nevcnhclcss, thc n\()
s ill hc rr:rlktrg :l tighl.()l)c lx'tncen con-
scn-arivc grlitical intcresrr' in ueijing rnd
progrcssir,c cl(nrcnts in Ilong Kong. ltncl

's,itl :rlso lrlvc k) reirssure kr':rl lrnrl lirr
cign lrusirtcsses Ihalt thc territ()ry's ftrle (r'

llr will he able to g ithst:tntl nhet is

likell'to lrc ln onslaught ol nuinlancl in-

t(.rci\ts (Jl.lrt li, (.lsll in .)n lll(: lerlilt)n"s
c(rrt(nni( slrcngth.

It is unclcxr lros'Trrng uncl thc prori-
sronltl lcllisllturc. rlhirt slts rttxen bv

lhc Selc(li(n (l(nnrlirtc( (m l)eccnrl)tr ll.
$,ill ((xndinillc \\,illl {ltc ctrrrcnl g{)vcrn-

ntL-nl hcli)( Jull lt s$crll c(nrl()!crsirl
issucs rurrcntl)' l)(ing dcl)irtc(l in llong
IronE.(\'rr) l(, l)ul Ill(rrr orr .r ir,llt.t,rn
(()urse F()r instxncr, tll()ugll G()\'ern()r
(lhris I)xtt(.rr rn(l thc l)cnrocrrli( I'x(y
l:oth congrirtrrllrtcd 'l'ung rrPon his sclcr'

tion :rncl plcclgctl ro *rrrk rvith hirn in rhc

lirturc. l)xlt(n hls publi< lt' ''rcnrintlccl'
'lirnt llrlr l)c is in .l)rrgc Lrnlil .lull l.
'lirng. noncthclcss. lrLclrtlv lurs clllcd on
llrL' l.l ^'r'nrlclt t,r uork $ith tlrc pr,,rr-
skrnul lcgislature (s(n cthing l'ettcn pro-

llihlts). 'lilnB has rlsrr (riticizcrl lhe I'rttcn

l.l()\ crnlllcnl s tlrbling trl- srrhvt rsion uncl

.erlrtrr,rt lt rlirlrttion lrLlrrrt th(' LegrsLrltr'.'
(i)uncil ( LrgC()). lltrn if Ltgco pxsses lhc
lcgislatron, Chinr lrxs tos'ccl to rtnnul it
()o lhe g()unds thrt such lcgislation nrust

lx' Irn 'rrrr 
lArrtr',1 lrr tlrt \Pcti.rl AcIrrrrri:.

lmlirc l,lsgi()n g()\ crnrncnt.

l, rr :rll 1:r.rLtrr ul l)urln,\( \. llr( \(l(11i,,n
ol thc L.hir:f cxcculivc irnd I)r()\'isi()ntl
leliislirture $'ill put un cml t() the clc(t()r.rl
rclirrnrs intplcntentecl trncler Covernor
l)illten. Thc (lu(sli(nr n()\\'is $1)i1 kin(l ()l'

s,vstcm u,ill takc their phce.

-l'tttt(ld ll.tlditRo

I'dnt(ld lldkli,l:t\ ii lh! dira'cbt ol lb(
Cittrttc il s lkut,rq Kotrg ofJitc.

Short tlrtt

ASIA IS HOT...
,\ nxti{)n\i(lc sune} (r'.1.{X)0 finrn(i:ll

tnlnrrgcr's antl n)rnagtnlcnt :r(c()unt:lnls
revc:rlcrl o1'rtimism ilnn)nB IiS cxponcrs.
Actrrrding t(r r sune)'releascrl last No-

vrrnber bl lhe C()ntr()llcrs C(nrncil ()l lhc
Inslitute ()l l\lxnilgcnrcnt A(c()Lrnttnts, 67

ltr('clll i,l-t : glolrul grx,rl. :rntl .tn'ic,(,t
(xp()rtrrs cxpcct to Inx)sl fi)reign silles

over lllc ncn 12 nlonths. Almost e thircl

o[ lhe rcsF)n(l('nts sxi(l Asia \\'is thc re-

gion D)osl r)flcn llrgcled lirr expanclecl

exP()ns.

torot's NoEr lUicllilrl l)()\\'Lllr. r c()ntril\rl-
iog aLrthrrr in tllc N()!clllh(r'l)ccer]rher
199() (,7J,(. wds in(\)rrcdly idc,r(illcd. llr is

ittrr,.'rttl1' .t r,rrrtirrp Pnrli ss,,r i,n lt( iiinF
t'nivrrsit)"s I:r\r' Ii:rcult) \'isiring f.o r lh(
N(:$' \i).k t:niversitr Schrxrl of Lrq'.

E Ilic Chlno Burlnos lcvlcw ht)ut!1t1 l1l,1ht)1 l')t)-

HoNG KoNG GETS ITS FIRST CHINESE CHIEF

...AUT CHINA IS NOT
I(,.,sLrlts l'rrnr tlrc se(1)n(l l)lll, ll\p()rl

Indi.irt()r Sun'ey. rclcilscd lxst O(l()l)cr.
in(lj('irte tlrxt seni()r cv(\rlivcs Irorn largc
(\p,,flill.l (,'lln.rnr(' l't,rsr',1 in li A.r.rn

c{)ur)lrier' \'i('$' lhr llnitcd Strtcs xs llle
nn)sl iml)ortxnl exln)r1 nrarkel this yc:lr

I':xponers I)llse(l in Victnltt], Indix, rlnd

trlltl:rysix !\'erc rspc(iall\' ()plin)isti( xh)ut
It)()-. lnll rro(cnJinlics i^'(r (r)nlrntrinS

lridr disputes $'ith thc ['nitcd stutes

rnl(lr ssnior exr(utives in (llrinl lcss bttll-

ish alrout the pnrspects lirr exports ro the

llnilc(l Strlcs. Lrxrking uhcacl five ycars,

lcss tlrrn 50 perccn( ()l rcsprxrtlcnls $'t're
,'l)linll\lii ltlrottl csP,,rt,rrcltr Lvcl. rn

Cllinr. Sri L:lnkx. 'l'uiurn. rncl 'lhailan<l,

citing ((n(crns xl)()ut l()ng-tenD p()lilicrl
c()ndili()ns
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BUSINESSREVIEWln the lcirr rhcad, tll()s('in sc'irrtir <rftinreh (lhinr-rclatc<l ncu's nrighl r{anl t<l

visit Illc ft)llowing \rchsitcs:
hnp://www.amcharLor*hv*71.t.' Anei(dl (.bqrulx'r ol ColtDt.'t\'! (Art-

(.:bam) in lloltl lior(:r \\'(jhsitc prusc.nt us(,ltl inf<rrmation r>n Arn()ham s Hong
K()ng l(rivities. inchrding Am(lhanr position l)up(rs. tips ()n iob huniing in H()ng

Kong. lrn<l :r list ()f Asi:l-rclilttd c(n'rtx(ts.

hnp://www.redffslLcom/BntrNT_CONStILTING,/-l hc Bn nt s (.hi,ut l:. tcr
luinntoll l:alulr* ((.4\./ \\elrsitc pnr|idcs u lil'cly cdu(Jtion on tlle (lhincsc 6hn.

t(le\isi()n. xn(i nlusi(' in(lustri(,s. IJr()\\'scrs c.rrt subsctihc electlrnicalh to tlrr
(;liYs (lhir)x l)nc(:rinmcnt Nc\\'s nx)ntl)lv nc\\'slctl('r. llnd (':rn il((-ess pr$t i\r\u(5
()n lin(.

hnp://w*ry.gl,obaMUager.cofiVvillager,/Cc.htmJ-(.iflr,(,,'(.r,i,/.r ()llcrs i(,lF
r(ht((l inli)rnxrti)n lin Asir. listing positirrns lxrth;rv:rilrrblc:rnrl \vrnlc(I. (irrrcnl
()J)cnings ringe lr()l]r lra(r)untlrnt I() rnginrer Ir: lirSlish tt.ar.lrr:r in (]llin:r,'l'.ri\\Jn.

t I( nlg K()ng. Singufx,rc. J:rl)1rn. .rn(l ()lhcr \\ixn .()urrtrics.

-'l i rl i I -L't'i t tt kr u tt

llc nqcaillr 4 rh Ui{/nilrr &rrrsrr Cotl'.il

tlfrf i+ih
tDtrot

Vancssa Ude Vhitcomb
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Jon Ho$..trd

lnl8 N SI NV' SniI. -l(,o
\\ .l\hingl('n. IX. .llxrJ(>5559

'l(l: 2l).2/ r.:91,1.11)

F-x\ ..1(rlltlll.(x,.1-.
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t,ttlVl ll) tvt'tllil 5r\

l1\' t L tt tn(nk:\ R(tn1t
\l-nn,ant*! n'htr td ntr t,rlnl

( fl[,, rrk( Irr {n r"rln .
lrn l \r l,trr nu$'6\ I orn('
(lr\ rhrrd$,trI l)uHrh(l r It*.h,nt lrtln4s Nc
,n1' {ntrrc. ,r rns(tr| ru6nn\d a tr* ( hh,] uatl
,rs Atnl nul l{ q)ntrr(J,r (nnf,lkcJ.tr \ \ h
rh( srn( Fmhn,,n ,'r rh( r !i h u xrnn.\\ ( ltrnr

rrl rntr[a D: rrr (7r( rl!' hr ft1h11 r \i ltrr lnFuna,
{ (nn.,lD (r unl.\\n .rkl

lh thn ln6rn\\ krttdt l\\N \!r 0rh1-r6e. h
orhli\lrd hinontlrl\ hr tl'r I \r llu lllirs ( r{n'l
lHla \ \.i.rr \\ \rn( lri, \r!rh.rl()n lx ,lrr'n'
5r5! r \r (1cL .l0rl r .re i ) . r r r ,r ,tr'fn'|n orxlr'zrir'

\1'n, rh\ t,^rr[. tirklrr\irilx Frn I)r ,lrlr,kh
riiul ,uiLnr ('rnr.t P!^rrrrr nrrr{ {.nrl /dJn\\
rhtrtrr.. r, 7lr, ( ,,,rr ,r^n 1\ t,nrr lali \ !nr1
\\ \u(. l(r) ur!,nnxntr! lx ,J[)r(]r559 l \,1

r \( h, r In!tr.5\ r !,u (,1 rrr_ \ll rll,rr ri
Y^.d l\\\ \,, .l6r-r.r. l S,\ \, rlrkrs0

,\nnLxl \ulh( nl)l{ '. rik\ r'}) | s/( ur!. 9trr) trnc.
uhtfin!nl.k.l.,InN{'6','l,nml'l',:5,Nta.lrl
I rr 3lr) r'm ,l trl rr, lx n\{,rhh rrd 5'( vk1

\ulBnpun\ r) Ir!, r rrd dr^rx,s &1r.n rr r
i.JuLrihr x\ rnri,rrhh (!,nrnhurr h nr ftd.fll tr,

All commeriol inquirier ord
rrnewol/pnhosc ordors rhouH bc rcnt

b tlE obovo USA oddrcss.

AOVITIlSllrG Orf rCaS

AS IAI
(;r)dirc) U u

I l(15. I I l-1. ( (: v1r lluil(ling
.lO2 J(lti Ilrnncssl Rd
vilnchri llon8 KonJ{

'l(l 851/-15() l- ll,-- l'xr 1.152l25-2 5158

NOTTH AMIIICA:
(iairln Stcwan I lirris

lSllt \ Sr . \U Slrt( 2(X)
\l'itshinBlr)n. l)(l 2(X)i(>5559

'l'cl lo.l/ 1.191)l t(l Ir;rx lo,l/8.llf,x)2-

PRC PRICES TAKE A HIKE

NEw INTERNET SITES FOR THE NEW YEAR

(:hinJs stxtc (l()uncil rn(l \linistn'r)l I'()srs rn(l 'l cle( ( nD,Iuni.:rti( )ns (trll)T).ln
norrnr'ccl chltnges in postal :rnrl t('le(()rllntuni(1lti()rls ch.rr.rles clti'trivc I)e(crnlxr l.
l(D(). D(nlcslic p(,rtdl (lurg(s in,.'rcasctl to i0./i.,? ($(1.(f)) per pir((,of ()(lin.rr) Drril,

up ti(rrr,t l0 /irr frrr l<rel rlelivcn end 20.1i,, firr other donrestic drlir cr1 . I'rict s lirr ur-

ban ltul talls went up 20 perccnl, rcponecll)' in ln xtlernl)t tr: ur,'oid a rcprxt o[ tlle
lrrs of Y(r billion (Sr2-3 nrillion) p( )stcd lxst )'err l))' l.lPT xnd (lhinr Iinitccl Jelecorrr-

uuni(ilti()ns Corp- (trnicon)). (llurges ti)r intcmirti()n;rl ulls, rDean$Jrile. ure h'ing rc-

tltrcer! by lrn l\ crill1c ()f -'10 percenl. Jlrc ncu rulcs f<rr intcrnati()nal cllls lre intenclcd

n) ouke 1Ul/1":' intcm i()nal (xlling artcs Dx)rr c()nrpctiti|c s'ith lirrcign intenrationll
telelrlxrne servicc pnrvi<lers. Arcor<ling t<) (}.tit.t l).til.t'. <lnrgcs [<rr a clll lnrrn China

t() thr Iinirc(l Stutes clropped li1rn S-J.l() per rninutc k) $2.21.

Pr(cs lor nrrrl Lral calls :rlsr *ill lx redutcrl lrt an undixtxctl Jnl()uul. sin(-e

srvitching ecNiprncnt is olicn situltecl in rr xn lreas. rrr(rl culls tend k) hc roulcd
tlrrough the n('ilrcsl cit) lncl lirrnrcrly scre chargctl at knlg (lislJncc Ert(j'- fh('sc ('rlls
*ill now lre consi<lcrecl l<rel. c'r'en i[ ft)ulcd lh()ugh s*itrting c<luipttcnt io (ilr(5.
-ltlephr:nc instullation chrrges nr(. Jls(, to l)c rcducecl. lnd thc g()vcmnlcnt lrxs cn-
trrr,rmgecl ltul fx):'l rtn(l tclc((nnrrltni('ilti(nrs burcrLrs tr) irnl)r{)\,c scn,icc anrl rectif1

instances of or,cntarging.
ln other pricc-relute,cl ncrvs, in I)ccemller, I)eiiilrg s ( ivitixn-usc tir(,I priccs in( rersrd

lr! as much as l(x) l)c(cnt. (iral prices in ltciiing fi)sc consiclcrahlr'. tnrDr alxrut YtlS

(510.2+) pcr mctric ton t() YlrS ($17.u.'l). Tlrr. prit'e ol honcvcorrrl>slupc<l lrrirlucncs
rusecl lirr c<rrking ancl hcrting nill also incrr:ase l)c<uust, of a r()ughly ll)U pcrccnl
jurrrp iD tllc cosl of flls coel sincc l*)J. rs \\'ell xs ()ther incrcascd pftxhr('ti(D (()r'ts.
-l'he .()sls of alkrcllecl rncl llxrvc-phn c<rrhing ges <loubled, jumping lixn Yll.ri0
(S1.3-) to Y22.4) (S2.lJ) per trnk. rntl Y2.r (S2.tt9) lo Y+lt (55.18) per txnk, respcc-

tivch. \(hilc the ltlinistry ()f G)xl Inrlustn'hus noi conrnrcntccl ()n thc rexv)ns f()r lhcsc
increirses, ahirll l)dil.t,|.Jtd lJciiittg filr4o rep()ne(l thlt thc in(rr.'ascs xre inl('ndc(l t()

rctlucc lrelr'1'fircl cor1surttption during lltc \\'inter r)r()ntlls lrncl 1() re|crse hc:rq krssrs

in lhe scctor. l)cijing otficills prcdi(rcd tlut tlrc cit\'s tircl-pr( xlu(t ion firnrs rvould hrc
Y1.23 l)illi(nr (Sl.ilt orillion) in lq)6.

-l.tit.llcl)uiicls

kti,t -ll( Lrt ie|\,1r l,r.ri,l€,ris .r/r'ison J1rf ic(,s a\st)ci e, l.)tt nce lh' ioirk'd th.,alutlcil s

Vi$liitgkrt tfli(.,.

A550CtArE EOtTOt
Kirstrn A. S)'lvi:strr

l5sllTANT EDtTOtS
(:,llh(rin( (;.lh

'ldi lxvnr( K3nris

lho Chlnc Bu.ln... R.vl.w htrrtt,l llt',1tt)1 tt)t)-
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of opportuni$,

for the US and

China opms

T n c.rrh l)cLrrnl)cr. nr\' frrcnd Phil l-inc()ln. thc An]criclln c()nsul gtnerltl in Ctr;tngzlxru. $ls
I f,tt".t ,n u ht':rtl.,rt .,,lli'i,rn ,n Guangxi. the rtrton(xr()tls rcgion on Gulrn8d()ng Pr()\incds

I \\cstern l:,rrLjrr I'hil l.in,.r'ln uas a highly cxpcrienccd, quiet, krrowleclgeable forcign sen'ice

J- ,,f6ecr \\lx' l)! t)(h) s \tindxrds rt,ent *'ly l.lack in his $()rk \\'itlr (lhiner hc tvas lxrslecl as ln
cc(nl(xl'lic c()nulcrcill olficcr in the llcijing IrS l-iris(rn Olhce in the exrly 1970s. lncl also scrvecl in

nlipci. Seoul. incl Sydncy. I u'orkcd q,itl't l'ltil inlensivcly in thc glanrtlrless priipxrxtory txsks leading

ro the scxttle APti(l llinisteri:rl \lccting in 199i. ind cxnlt: t() kno\\ \cll his (auli()tls lrut clcar-t'1cd

:rpproach to Ameri.! s relati()ns \\'ith Atiiir io general ancl Chinr in Pxnicular. I was htrnotd to lcc-

lurc in the cl:rss on tiS-lllsl Asi:l rehtions ltc sulrseqLrcntly taught et the Nltionil I)cfcnsc tinilcrsiry.
rnd Council nremlx"rs cnir))c(l e $onderful session \\'ith l)hil onll':r $eek ()r 1$o ltlirre hc headc'd

{)ut fi)r hi5 assignrDcnr in Gurngzh()u.
l'hil l-inc(rn dic<l wlrile r:n cluty in the senict (r'resgnrsil)le:tnd nraturt relati<lns lxn|cen thc

t nltc(l Sutcs xnd (lhint. Thi:i finc n n clcrrrled nunr- ol-tlre lxst 1'clrs of his qtrecr tlirectlv or indi-

re('llt l{) this goal, ancl sl$' n lot in tlte 25 ,vcut's fiottt thc Slunglrai C(n)rtlttniqtla' to tllc cnd of his

lifc. llis rlrccr. likt t S rclations uitlt (-hinrt, $'rts e \rrrk in pr()gress

.Just l dr)'lhcr I learnetl the sad nervs ()f l'hils l)lssinla. rt ruerttlt'r o[ Congrcss P()inted ()Lrl xl rr

C(\rncil rtrectilg lltxt 229 nrcnrl)rrs of thc Ikrr.rsc of Represcntatiles in tltc' ncu losth C()ngrcss hxve

becn clctterl sin(c 1E).1. ln txhcr s'ortls. il rllrti()rity {)f tlle ll()usc has ltcn on dut} ()nl} si,xc tht
Ircight ol thc tnrubled l)()st l'ixnilnnlcn rehtiot'tsltip bctrvecn tltc Llnite(l Slrtcs au(l CIrinrl.

At thc s:r,nc lit]rc. thc rnmxrnccrncnt lr(nD luxnillt lhitl Prcsidcnl tlill Clinton ancl l'rcsitlcnt ,lilng
Zcnrin $rrtrkl erclrangc sletr visits in thc next t\\'() \'elrs lus Inet !\'itl) !n c\tril()rdinlrv bltrragc ol'

criti.isnt xnd cvcn vilr.rl)er:rtknr in the Arrrcricrn nreclia. Il'tc anticil'ratctl presi(lenlixl visits. tollctlter

rvith tlre intcnsiliccl roLtnd of cuhinet-levcl exr'hangcs ttnclcr ua1' sincc the suntmct rrf 1996, lrt I
paniitl rcalizJti(rl o[ \lut nrost (]f the []S busincss cornnrtrnitt', along rvitlt l lrroarl spcctrurtt ttl'

Anterican Iiteign 1'xrlitv uncl Chinl specialists. havc l:tcn urging lirr s()ntc tin)rl: tl)t resk)rittioo ()f

nrrrnul lrig-porvcr relxti(Ds l)ct\r'cen the nlo countries. inclu(ling rt?ulitr. (lignillcd ((nnn)unicJti(n)

at thc lli8hest le\cls <;n mlttlers o[ c()rlllrl()D c()n(trn.
We shoulrt rytplllrrtl thc dcciskrn ol ln)lh (()Lrnlries leeclcrs to cxtencl tltc counesies of nonrtll

nrxj( )r-c( )u nln' relntions to clch <xhtr. [Jul sc hud ltttcr eppleurl krurlll'. Ihe ch()nrs of.rilicisnl.
ccntering ()n thr rrld tlrt'Drcs ()l- l\o\\'lo\\'ing () Bcijing :rncl Selling ()ttt ll'gln hetirre lllc ink \!xs

dn, ()n tllc iuilnillr llnn()uncrnrcnl. I'urr *'ceks aticr plssing thal ntilcst()nc on the pltth l() rc\t()rc(l

I s Chinx diJl()gue ancl cnltln,.'cd nrutttll conlidcnr.e. l:rrrrrlhlc contnrenl;tn' on thc pr()grcss k)-

$'lrd rr-nornulizlrtirnr ()I I iS-Cllinx ticri \\'xs iD !)rcci()us sh()fl suPI)ly.

vhit is Ll()ing ()n hcreT

first, le.rvc panisrn lxritics Isidc. 'l'ltc Us-(:himl Ilusiness Count'il is nonlxnisan Jnd n()n1)()lili-

cal. encl so is '17)c Chi,t.t lJu:;irrcss &T 'rerl 'lhc Chinu isstlc in reccnt ytxrs ltrts ntx lx'cn e pttrcll' plr
lisirn (rre in Vrlshington.

Ratlrcr. I tlunk th:rt lirr sonrc Artrericans-uncl. I lcnturc t() gtress, firr s(rllc acl(r's in Chinl xs

rvcll-thc haselinc pc(epti(n ol nonrrrl' lls-Cl)inr rclxti()ns is nos'lhe posl Tirtuirnnl('n PcrceP-

E fhc Chlno Bu.lro.. Rcvlcw ltt)r)t,nt t\'i))it,r t't)



lirnt. Every ]'r'ilr. llr()rc Anrcrrr'lrns in thc
l rS-Chinl (l rliL-i()urnirlists, l)ul)li( ()tfi-

t iuls. o't n lrttrinrsslxrrplc- -r orrr( t( ),ItrL'

1!lrh\, on (-lrinlr issrrcs in tlrr alirDillt ()f
t{)nlionl:rlion .rn(l (lisalpp()inlnrcnl thill
lrls so olicn 1.lt'rvurlcd the rclirti()nship
sinee 19139. Ii)r lllosc thus ll(.ullurltc(l to
slrir.lcr'r< f . lrrinksnllrnshiP. lhr( !ls, .ln(l
tlrnrcstic polititrl inlll0lrtrillion r\ tht
rrornrel s'lr'p ;rncl ucli of t S-(.l1inlr rclil-

ti(nrs, signs ()l un inrpr()\'cnr(.nt in hil!l-
t r'.rl rellrti,,rrs rl,r)' \(rrrr :l rl:t gr'r','tr. sign

l)l cithcr n:rtion:rl crpiltrluli(nl ()r krss of
strillegic (lircati(,rr.

'l-his is not t() sxv thrl lhr l)Jsl li\'(
yc:rrs havr not gitcn lrcth si(lcs groL,nds

l()r ( ( )n( crn .rl:, ,r rl t.rrlr trtltt r'. rntt rrti,,ni,

rn(l thrt tlS-(lhinu relxti()ns in I997
should return <rxrrplc'tclv l() rrhxt thc)
\\'(r('rn ll)( rrrxl Irxt.. Tlrc t.oltl \\.rr ir
ovcr: Chinr's cc()n()n)\' entl ttrilitarY
porver ltavc grorvn encl intprcssed the
\\'()rldt genuinc rlislgrerntcnts ltevr' sur-

l:rtcd lret*ccn (,trr t\\'() c()trnlri(s in re-

(cnt yc!rs thll \\1)uld harc trrrtrl:lcd the

\\'ltcrs cvcn if tlrc greet dehrrtlc o[ l9U9

hr(l nut (rc('rrrr((l ltut thc l.trt rtrn.rtns
lllxt the posi(ivc tone ()l llS-(llrinr en-

c()unters in lhe l9tlos br'c(nres l nlore
(listJnt ntcnn)ry' in the mintls ()l' vclea:lns.

ilnd is unkn()\\rt k) in('reasinil ntrnltrs of
Dewer playcfs in thc game.

As s'c eot(r' 1997, \\'hal g<rcs up coulcl

still conrc ckr$'n. 'l-lte t\\1) L()\'crnrllents
lr.rvr nr.rtlt' ,r l:rlx,rr,,rrs .rn,l strll tcnt.rtrvc
,.it.rsr,,n t,, rt'.rtlt,,ul t,' c.r(h,rlkI in ('r-

\ilily. l)Lrt lh(j :r.lrirvc ent r:[ lxrsitive re-

srrlts in the c(nDing ycxr is n()t $ cenlinly.
'Ill(rsc of trs wh(} ltlv<xate nn)st crlergeti-
cullt' fi.rr intprorrd lntl stthlc cotnntercial
lrnd cconontir'lics sce thc lr'gitrnings of
xn opportunit,v to help nurvr lhc tlnitcd
Srxrcs awily lj'om thc .lnnurl M()sl Fx-

\'()red Nirti()n,No Spetial 'l rcrtrncnl
(tlf\ \51 ) rt)l)r()glx, B(rt (1, 'i.( (\:tnti-
n.rli()n ()f ll)c hrrrdlcs ahc:rcl prcr'luclcs

tompllccncl'. //r things go lltrllv uitlr
ll()ng K()ngr /Ii \,( see rr() s(rl)stxntive
pr()llress reJs(nriLl)lv cluicklr in thc \1'I1)
r( ((.\\x,n I.llk\. /l: (1,nEr(,\.ii,|l.rl r,]!r:lr-

l.lilri()ns int() llk'gccllr in:rPp()Pr i.rtc .\siu-

t,nnecttd politir:rl funtlnrising rrclgc
Nith substlnti\( (lcl)ltrs (^,cr llS (lhin:l

poli(yr //r lh(' prr(cplion t:rk(s cven
(lccl)cr r(x)t irl (ithrr (()r)ntn'thut rhe ill-
$ill ()[ reccnt vrar. is thc ncac\sJn'stln
cl:trtl rrf nornrul hilutcrrl rr'lutionr: :tnrl.

rrlrle ull. I/jin thr p()liticrl lcnclcrship on

r..itlrt,r sirlc of thc I'ur ilic ()ncc llg.lirr (r)n-

tlrr<lcs tlt:rt tltc risks oi rct(hing ()tlt ()tll-

\\(i8l) th( hcncflts. tlrtn nc litr'c :t lrxt
rlrlxrrlrrrritr ol rrt.rj()r Pfi)Poni(Ds.

\\'c lrxre slri(l in (irdier n()tc5 tlrxl lx)lll
si(l(s rlust rcl it lllc li)uudrli()n r)l tiS-
(lltinx rrllti()ns is t() c()ntinU( t() l)c
slrcnglhcnc(I. \\'l() is r .xs( in l)oint: il

tlt( (li!(tr:,\i(nr\ in lltc ncrt lcrr otl)nths

rIr not ricltl rlclr und visiblc ltrogrcss
tlr.rt L.rrlt .rrlc,.rrr I),,flI t,, ln ll. {li, k,\tiL'

rliscrrssirxrs, r:trl1' x'srrlr.rtion ol- tltc ltrlcs
.,ion Plrhlenr \\ill n()t ()(cur. II slr{)ng

I)r()!r(s5 (,n \\"1() is n()t nrx(le. l:s
I)r()I{rcs\ ()n l)('t'rllilrlcDl \lrN. \\'llich
\\(,ul(l rir([ri!! (1 ) nSrcsi'ionll l etrron, u'ill
lrc thlrt nruch nrrrrc clifficult t() xallicve,

:rntl prospcr'ts [<)r $ i(lcr-nrnging inrl)r()vc-

nrrnt in thc !il:ll t S (lhini rehli()nship
sill ltc tltat nrutlr gxrttr.

As Lrsual. ue lruvt work to tLr il tltc
p()1trcss rcgisterrd in the pxsl ciglrt ()r

nin(, lll()nths-thc rcstlmpli()n ()l lliEh-

levcl govcnrnrrnt c(xrtilal.\. Ihc rcs()!rnd-

ing ll()usc r()tc in l:l\1)r ol mrrnltl lrlde
$irh (lhin:r :rtrer rh( JUF\ \ST (lcl)rlr l:rst

spring, lncl thc cvi(lcn('c ol rcncwe<l
vig()r in th(j V''l():l((cssi()n n(H()lill-
tk)n:"-xrc () lrc shcltcrccl krrn the lirncs
ol intcnsc Jnim()sit\-thxt produac n()tlting

:ur(l (ncl no\\hrrc 'J'hosc of trs 'sho hltre

rrrgttl. lrrguccl. ltnrl cren clanroretl tirr
tlrese gxirls neecl to s1)elk sui)ngly in f:t-

r,,r rrl irrntrnttcrl. t&tltJttr' .tttl tl*tr-
,ir,,zrrlr,zl lirnrrrcl nn)ti()n in t'S-(ll)inr rclir

tirms in l(D-. \'c knr nv fronr ()ip(ri(n(c
tl)irt vig()r(\ls :rclrrxurl of enhxn('(d .ln(l

nn)rc stirhlc l'S-(lhinrr relxli()ns nlxkcs ir

cliffcrencc in thl ptrhlic ir(nil. llut wc
rrkc n<rhing lirr grrntctl. \\'e hlrc:r figlrt
rn$ ( l).lnic t,, slr,,rv th.rt .ln ,lh('rlr.ltrv( \'i
sirrn oi nornrel llS (lllinu rrl:rti(rrs-n()t
sinlpl) the posl-'l irnrnn)cn vision. l)ol thc

krngel tcrnt !n(l nx)rc hlllxnced c\l)c(l1t_

ti()n {)[ c()nlli('l :ln(l ((x)pcrltli()n. rctrclt
;rntl uth';rnt-t' h:rrcl Trrrrk xnd trhinriilc rc'
rvur,.l ultich I h'lilvc our fricncl l'hil l-in-

coln shelecl----<en uguin takc rrxrt. Iluiltl-
ing,,tt tlrt rltrlir.rrtLl rr,,rk,,1 !(lcrur\ in

tll( l'S-(lhinl frcl(l-in g(^'ernnlrnt :tnd in

llrsrnt.ss :Llikc ne ntttst tkr uitt s'r'r'rttt
n{)\\ l() supp{nl tll( iirnller inrpro\cnlcnl
()l 11.rrlistic US-(lllinil r(,1:rlion , unil to Prc-
v(,nt tl)c (lc.uilI]rcnl ol pr()n]isi,rg initirl-
Iiv(,s tlLrl nc\\1r,Ir(rr nright liril lirlly t<r

.ll)l)r( ( r.ll( .rrr(l ('nlr(rrt'll((l (l(lr.l\krr\ lrl

lx{lr rrrtrntrics rloukl lx- onlv trxr hltppl
r, , Llisr h rlir. ft,

Srudy Businrss

nnd Chinn AT ThE

Ur.riversiry of
Michiqnn Busirurss

Sckool
A uniquc interdisciplinary program

combines an MBA lronr a lop-runked

busincss school with Ianguage and

are studics training liom the pre-

micr university in Chincsc studics.

Learn about business in China tiom
the world's leading authorities whilc
getting up to eighl rnonths of
intcrnship cxpericnce.

w F-ull Michigan MRA *'ith an
intcnwtioutl ftx rts

v lntegrated tltrct-t*tr <trriLtiunr
v l) tited progrdnt siae en-sure:;

cI()sr fu(u|t\ int?rudion
U Vulwble work ultrrience it Asiu
v l,ull MA in Chirsc sudie.t
u hiotsiw. persotutlitd instrutitt

it stauktnl Chitcse
U (\nryretitite .linotL'iul dd pot-kugr':

v L:.\d4lent plercncnt recoftl

Fi)r an inlbrmational hrochure or
nppliculion nlaterials. e{)ntrct:

Brod Farns*onh, Direclor
Crnter for lnlernalional

llusiness Education
tlniversity of Michigan

Ilusiness Schfi)l
Ann Arbor 1\Il 18109-lLll USA

Telephone: (-l l -l) 936--19 1 7

Fax: (lll) 936-1721
Inrernct: bradleyd(@ullrich.edu
Or visit our web sitc:

http://www.bus.umich.edu
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/i C'l. cn atul Stcltltert ('. 'l funuts

7T\ h" l)e(L'rDl)ur I'I,l) ,)l)tning ()l-stctrritics rrrirk('ls in Shcnzhcn rrntl Slten8hai nturkcrl onc ()f

I tlx rtr^t rltlr,n.rnt ,,[(:l)in.r's linanciul rclirrnrs. Js ll)( l,RC g{)\'cnlr)]enr inlrndc(l l()usrlhc

I .t, \ k n r.r rk(ti' I, ! ltr'lp rt rcrhu nr untl l:rrgc, Statc'o$'nctl rntt'ryrriscs ( S( )l.ls ) lx,( ( nn( or( )n, ( ( nr-
J- Iu,li\c inlcrnirlr,,n.rll\. l|\ lr\{ing ()n sl()(k cxallxngus. S()Ls \\'()ul(l lrr.ulrlc to atl(r11 cltrrncs-

tir. ancl lirrt'igrr cilnilxl. gliill lrcccss to lirrcign tcclln()l()g), rn(l xd()[)t ir)trrnllti()nxl accorrnling end

l()ng-lcnD inv('sl,]l(nl ol)li{)n l()r (.hinesc citizcns. *ho lurv( irn (stin)xt(.(l Y.l - lrilli(m lS.r 15 l)illt()n) in
llnk sln ings.

'l'he six-\'!rr histon ol thc ncu (.hincsc sk)i'k nrilrkcts llJs l)(.cn r<r'kr. lr()rv$'cr, antl c\l)crinlcnls
$ith orctscus listiltgs uls() lruvc nrel s'ith rrixrcl srrcccss. 1'hr, lTrr:r lrrli)lnllrncc of thc Stlrtc s((t()r lln(l
the slx,r'1-r:tcc ol S()E relirrtns. ltlrrng lith lll( l.t( )\'crnm(nt's lrc(lucnl p()lic! chlrngcs end unalclr insti-

kr:ts. Inrlccd, tltc futurc lrelltlt of tltesr nturkcts <lcpentlr on lhe g()\'crnrl(nt s irl)ilir1't() srrl)ilizc thc
rnrlrkct:, l)\' estxl)lishing Inrl enlirrcing ne\\' scruritics rcgrrllti,,Ds. speecling up s( )li reii)rnrs, Incl clinti-
nirting p(riri( :ll interleren(e.

MARKET FTINDAMENTALS
Secrrritics rlrilrkcts. u'hitt h:rcl llst opcr:rlc<l in Chinx in tllc l:ltc l9.l{)s. \\'crr rc()pcnr(l in l9fil

\\ ith the issur ()l-Lrnttll g()!(jmnrcnl trexslrn lxrncLs (T lroncls). It trxrk nclrrlr, fir'e n'rorc veurs. lrol\-
cvcr. Irclirrc thc gor,emntent cstablislted e snrall ovcr-thc-t'ountcr orltrkct thrt elkrrvecl inclivitltr:rl T-
lxrncl ownem to scll thcil lurlclings to Stutc bunks in sevcnrl (lltinesc citics. 'lltc first pLrblitly issrrc,cl

strrk-firr llciiings Tixn(lix() I)L'pxrturcnt sl(r'c'-in Sept(orl)cr l9tt4 acrLulll rcsenrlrlecl a lx)nd issue
rus the shurcs plid interesr enrl s'qrc issucd lirr a tltrce ycar;^'.rirrl. t nlikc x lxxrcl issuc. tlurugh. the
inleresl rlltc,,r,lrs not firctl. Iltc lirst crltrirncnl.ll g()\-cn]nrcnl-xpprrx'ecl scctrritics ntarkcts $ere tlre
Shcnzltcn Scrrrritl Exchxngc (SZSE), opr:rrctl on Deccnrhcr l, I+)0. xnd lhc Shangh:li Securit)'Ex-
(ltange (SSll). opcnecl on l)ecenrltr 19. l$)0. Iwenry-lirur olllcr cities havc opcnccl lcgk)nitl trxd-
ing fl(xns sin(c 1990.

'f\\'() t)prs rrl (lhine,sc coruplrnl sharcs are lvailablc ()n tllc (:llinesc rrlrrkcts. "A slures lrt rrrnt,
nron sttxk shxres sirnihr l() sllxres in dtc I initctl Stalcs. c\((l)t lhlt lhct'err lleilublc cxclusivclt t<r

Chincsc .itizcirs rtnd ere prir'ccl i,'l ,l,Irlirilrl (RlVll). B shares ere legallv lr.lilrrblc onlv to lirrcign in-
!cst()rs:rn(l arc pricecl in tiS <krllars in Shxnghlli lncl in Ilong Kong doll:rrs on the Shcnzhen ex-
cltenge. Ihrtlt typcs of shatcs rcl)resent cqurl orr,ncrsltip in (llrincsc c()mprnics. Illr scparxti(m ()f lhc
t$() nlrrkcls rcllccts the Cltincsr govemntent s dcsirc t(; ntininrize the p()ssil)ilit,v ()f foreign c()nlr{, of
kc) smt!- cnlcrprises. ltnd Pn'r'cnt tirrcign nr:rniPLrlation of (lhin!'s rcl.ltivcl) snrlll anrl irurllture srrrk
nurkcts Ihc ill( ( Dvenihilil| o[ tlrt Clrincst' (\rrrcncl' lirr cupit:rl xcc()unt (rxns:rcti(x']-s rlso lllcilihtes
tlre seplration ol A irnd Il sllarcs.
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Other sc(urilies lrildcd in lhe Shcn-
zhcn iln(l Shanghili mxrkets in(ludc cor-
porate bonds (including c()nvcrtible
lroncls): T-lxrnds $ith sfxn lndingi repur-
chase agrecntents (repxx)r futures tmdingl
other snrall markets frlr invcstment funds
(sirnilar to tlS closed-cnd funtls)l lnd
\\,arrants and rights. AII of llrcse inslru-
ments are traded t<4ether with A and ts

shares on thc single trading lloor of each

exchange, using highly autonuted proce-

dures sinrilar to those uscd in the NAS-

DAQ narket in thL- United Stirle$.

In addition to sharcs availahle ()n the
domesti( nrarkets, slrares ()[ 22 large
Clrinese conrprnics (caclr with totJl s-

sets ()f m()re th n Yl billi()n). calle,d 'tl'
shires ()r "Red Chips, tr de ()n the
Hong (6ng Stcxk Exclunge. Acc()rding
to recent press rcpons. sonre H-shxre
companies ,re planninS shonll't() issr.rc

convertil)le bonds in IIong K()ng-
b()nds th:rt (:ln be convened int() sharcs

of common stock prior to x specifiecl fil-
turc chte. One (lhinesc vcnturc is listcd
direclly on lhc Nr'w York Sl()ck Ex-
(hungc t ltrilli:rncc ClrinJ Aul(,mr)tiv('
H()ldings Lld.), and 6ve ()ther Chinese
compilni(s (Chinx l'ire ll(r(lings Lr(!.,

IK Chor Chinl Mot()rcyclc C(). Lt(|.,
Iluxncng P()$ cr Internati()nrl, Inc..
Shanckrng fiurncng Po*'er Dcvclop-
mcnt (1o.. l,td.. and Shxnghai Petr()-
rherrricll tir. U(1.,. Jrr. listr'(l irr Ar)(n-
cxn dcp()sit()r)' reccipts (ADRS) on thc
Ne\\' Y()rk exchange. -lw() Chinese c()m-
panies have issr.red convenible lxrnrls in
l-uxcorbourg. ln(l an ()ct()bcr 1996

ilgreement witlr L()nclon Sc( urity Ex-
<trnge olli< iels should all()\,(lhinesc
culpanies t() list ()n lhc I-()nd()n cx-
ttange in the nt:ar filture.

'[he numbcr of companies listing
sharcs on Chinil's tq1) cxchitngcs hts
l>cen gron'ing stcxdily. lly tht: cn(l ()l N(>

verrf)er 1996. tholrgh. thcre u'ere ()nly
.r8t A-shrre Iislings ()n thc l\\'() cx-
charrges-205 ()n lhc Shcnzhcn cxchangc
rnd 279 in Shanghai.'lhcrc $'crc lis Ii-
share listings rlk)gether ({J in Shenzhen

and i2 in Slungh]i). Thc trxll cornbinccl

c:rpitxliz ti()n (the total ol lhe nrxrkcl
pricc pcr shar,- of elrch corrrplrnl' nrulti-
pliecl by thc total nuorlx,r ()f ()utstrn(lin8

shxrcs in cx.h iistcd conrpirnv) f()r A
shircs w:rs Y1.06 trillion (roughlv $l2ti
billionFY562.J l)illi()n ($67.ti l)illion) in
Sh:rnghai rncl Y.r9rJ.7 lrillion ($60.2 l)il

lion) in Sh(nzhci. lhe comhinccl B-share

nrarkel c l)iklizi,rti()n st(x)d xt )JJ.7 bil-
lkrn ($,i billk,n). Y12 billion ($1..i billion)
in ShanShxi dnd Y21.7 billion ($2.6 bil'
lion) in Shrnzhen.

Thesc figures revcal tlut China s se
curities nlarkets are relatively small.
cven (()nrpirre(l l() ()lher dc\cl()ping
c<>untry skrck mxrkets. []ut a largc jump

in nrerket c:lpil.rlizJti()n rs rrnlikely in
(lhina. xs thc !!()verunent s listing p(>
cedurcs :rre quite curnbersome. The
Stilts Planning Cllnrmisj'i(ln. lhc ChinJ
Securitics (inirmisskrn (CSC) under the
Slate C()uncil, thc China Securities Rcgll-
lat()ry C(nnmissi()n (CSRC). the Statc
C()nmissi()n f()r Restructuring thc Econ-
(xny, the Ministry of Finance, xnd olhcr
ministries iointly sct a yearly capital
quota to liDit thc number of nt'r'list-
ings. F()r cx.rnlplc, the value of the total
rlrrole lirr ncr,r'sh.rn's tr, [r'isstretl l'r,rrt
mid-1993 thr()u8h nlid-199.1 sxs Y5.5

billion. rrith the pilr value of nes- sh:tres

sct at Yl per share, s() thal 5.5 hillion
new shires colrlcl be issr.retl during thal

Pcri()d.
Thc,se b< ics xll()cxlc pxrt of the en-

nrr,rl qrrrl:r lo (..r(l) prr)vin(c lirr thc is'

su:rnce of initi:ll public ()fferings (lP()s).

1he lTrrrvince lhcn srlcatr' ((),nl):lnies

from lmong lhose lhxt h:lvc applied, l)as-

ing their dccist:n on lhc rn()unl of the

yearly sltarc'capital rlttot:t, lncl *hether
thc c()nlpJny is in x sect()r thilt h:rs lx'un
targctcd Il thtl cntrxl g(rvcmnlent rs 1l

dcvelopnrcnt priority. Aftcr nrxkiog lhcir
sclcctbns, the p()vincial aulhorities sub-

mit their re( (nnmcndat ions t() tlre (lSC

and (:SR(l for final approval. Thc firct thal

thc g()vernnlent, rxthcr lhxn investn)cnt
blnks or othcr finan(i l scrvi(es lirms.
sclects conrpanics t() be listcd under
sc( )res the rcalty that the dc(ision xb(ut
ul)irlt (,)mPJnie\ Itily is\uc rhirre\ is

hasecl less on (()nrplny frrndamcntals
dlxn on polilicll concems, inclucling the
ccntral govcrnmcnl s d$irc t() strcngthcn
Slate<r$'necl c()orpJnics in ccm:rin rtrule-
gic industries.

thtil rcccntl),, the shinShli cx.hilnge
uils alx)ul tt\ icc thc sizc ()[ thc Shenzh(n
cxch:rngc. [>ut is cr.rrrcntly ()nlt alx)ut 20

percent lxr8er in tenns of mxrk(t clpiLll-
izJti(m. 'fhr Slllrnghli txchungc reprc-
scnts :l nlorc nJli()nxl market. th()ugh
nx)sl ()f its listecl companies tend to bc

nrcdium-sizccl S()Es \\'ith lotal assets ()vcr

Listed conpania

are chosen bl

the goumtnmt based

hrgely on Beijingb

fuilelopment goal.s.

Y'U) million fnxn the Shanghai industrial
region. In Shenzhen. in c()ntrast, tlre
listcd companies tend ro be slightly
smaller than those in Shanghai and gen

errlly are locatccl arouncl the Shenzhen

Spccial Economic Z()ne near llong Kong;

mrn) ,)[ lhc Sh('nzhcn-li\tcd (lnlrpJnics
lre involvcd in real estate.'Ihe m:riority
of conrplnies listecl on lxxh exchanges

rre State{\r'nc(i. but non-Statc-owned
conlpanies such as the Yan-Zhong Indlr-
IriJl C(,.. rln(l iornt \cnlrrr('\ srrt h .rs Qrng-
Ja,' lJrewinl( C{). rnJ Sh(n-N.rn El(clric
Power. arc als<: listed.

In 199(r. Shenzhcn be'gan to list more
({Dlpxnies fr<xn tinher alielcl. regrnedly
in rn:rttenlpt to comp.le with Shrnlihri.
ltrr exlmple. Nonlteast I)harmaceutical
(in\rp of Shcnyang, Liaoning Provincc,
listccl sharcs on thc SZSE in Junc 1996.

Shenzhcn is expe(ted l() [ttrilrl rlore
ll()ng Kong ((nDmercial and relrl eslate

investr)ents rlier July 1997, u'hen llong
Kong rcvcrts lo l'R(l rule. Shlnghai, lirr
itr' p.rn. is lt,,rttt to tltc intr(uringl) int-

F)rtant Pudong Ne$ Arca. \\'hich hxs irl-

rca<ll crttcrgt'<l as a leacling c(nurrcrcixl
lncl industrill hub. and is n'ell on tlrc
!\'ay t() re(lairlrin8 its fomrrr rolr as th(
finilncixl mpit:rl of Chinir.

REINING TN THE MARKET
Fr(n thc drxrk($ lx.ginning. rhough.

lleiiing has grappled will) thc ncccl to
purstre lirnher rcforms while ke'eping l
tighl hrrn(l on nrrrket ()pcrrti()ns. I)R(i

Iirt[rr rn.r(lc:.trrt. [,r tx..rrrtplt. llut ncr-

ther intlir.itlual Cltincsc nor frrrcign strrk-
holclrrs rvorrltl lx,alrle to gxin r (()nl(r-
ling inl(rest in ilnt listcd c(rnpxn). ()nly

xlx)ut 20 p( ('cnl ol trxll shares arc ttrclc-
alrle on cithcr thc Shanghai or Shenzhen

cxchxnl{rs. roughly' l1l pcftrnl o[ \\hich
alc A shxrc:' lrnd 2 pcr.cn( of stich arc

Il sharcs. ()f lhc rer)laininA untr:rcleublc

llrr Chlnc Butlna.t R.Ylcw /ti,k /1 lttrlttt\ tt)')' 9



Feut of Chinab suae*rful

priua te or j oi?t t - uenture

conpanies are lisled on either

of the luo erchanga.

80 pcrac,rt, J0 [)cr((r]t erc o$'nccl bl lhc
nlli()nJl. pr()\'incixl, entl local gorern-
ln(]nls 1_Stllc-()$'ncd slrercs ). arrd i5

P(rL(rl .rr( ,r$nccl lr) (:hin(.( in\lilu-
tions t leg:rl pc,rson shares ). usualll,
(nhcr SOI'-S- lhc rcnririning 5l^-rccilt rre
rctlined b1'thc issuing cornplnics uncl

their cn)pl())'ecs. of thc slrxres thrt urc
trrdelblc, ltO percent ure, hekl hy tlre
roughly 20 milli()n Clrincse individ[dl in-

vest(ns. l0 perccnl rre helcl by Ohincse

insliluti()ns su(h lrs enlcrpriscs or eort't-

nrcrcill hanks, an(l l0 pc(cnl rrc li)r-
L-ign<)wncd ll shxrcs.

R( ( JUs( tl)(' lrsl(L! (:hrncs(' ('( )nll).urc\
arc choscn l)y the go!'crnmcnt lxscd

S()lis. li)r cxxnrl)lc, nranagcrs nrust arl

h('( l(, \l,ltc-sct g,,:tls rLr,lt Ji r)rilintrin.
ing high cnpkryrncnt levcls, uncl thcir ac-

c()untinS ,nell)o(ls olten lrc not lnscd on

intcrnationllll ucccplecl pr:rcticcs.
'lhough shurchokL.r rcctings xrc hcld
runnurlly' lirr lirte(l S()lrs, slterr. holdcrs
havc rclatrrcll lrttle inpul in rrrnpanv ric-
cisionnuking untl linns gcncmlly'ert, nrx
r'en l<countablc rr shlrcholclcrs (.str 7hr,
(.llR..lxn(rxr)'Fcl)mrn 1996, n.J.i).

Also. tltoLrgh A rncl ll sharcs reprcscnt
:rn c-r1uel anrount ()l ()u'ncrsllip in a

c()nlptny, A shercs usu:rlly tracle lrt

prices 200-.1(X) perccnt higl)er 1l)xn ll
sllxres ilr tlle sxmc c(xl'lprny. Jltis is be-

causc institulionel investors, rvho lencl t<r

trlcle Iess frcqLrcntll', d(nrlinlc the Il-
sllirft milrk(t. leacling to kru'tratling vol
unrc uncl. thcrcforc, l() l()q'cr pri(cs. ln
Th:rilrrncl. which rnaintaans sinlilarl) hi
furcxte(l l()reign end domestic stock
n)iakels. ti)reign shlrcs, by contrest,
trude al a prrmiunr l>ecerrse rhc 'lhli
markct has attracted largcr nurll)lrs of
urtlir i<lu:rl lirn'ign rnvt''tors. Brrt li rreign

inrlivitlual yrurcluses of B shares havc
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sc)lrRC!: l)lr.rl1Irrl.l (-.rpit.rl t.\\r.rl l.t(l . lrtll) \\\\\\ rllr.tmt.tl.t.c()ttt ltk r.gi,rrrul tl:tih rrrcltirc ltlltrl

llrgcly on llciiing s (levcl( )l)r1)(nt F()irls.
fi,rr o[ China s su<<essfrrl privirtr or
ioirrl \'('rrltr[t',r'r]ll)lrni(\ lrrr' listtrl,,rr r'i-

ther of lhc two cxchangcs. -l'hc 
lurgc

S()lls thxt ure listcd tcn(l t() l)r'(\rnp1l'
nies inv()lvc(l in llc.lv) in(luslry. whilc
the nlc(liurn-r,izc(l lislings tcn(l t() l)c
crrnsrrntcr grxxls ((ntl)ilnics in Shxnghxi
()r re:ll cst.rle lions in Shenzhen. 'I'lrouglt

thL'listcd (rnnp:lnics arc sup[x)s('d t() l.lt

lrnxntg lhc n)sl succcssi l Sl:rtc<r$'ncd
(rnl)psnies :lnd nrusl hlvc elrned ln-
nual profits ()f 10 pcr(enl pcr vcrr fi)r
tlrrcr )'crrs prior to listing. thc ('(n1rp.r-

nrer ;rrt still l\r( ()[ tlrc sI )\\c\t.r]r(,\\ inI
sccl()r in tllc (:hinesc e(!)n(nDy, x(c()unt-
ing fbr only alx)ut -J0 pcrccnt ol thc
crluntry's inclustrill outpul. a(cording t()

the lvorlcl l)xnk. I'rivatc, joint-vcnturc,

a()llcclive entcrpriscs, in (1)ntrarst. rre
n()w l.(sp()nsilrc fi)r ncxrly 70 prrcent of
industrial ouqrut, xnd c()nsistcntly lx)sl
hrgcr prolits.

ln lrddition to Ueijings use of thc strxk
nlarkets l() advancc p(riti(rl Foils. SOI;

pri(1ices als() ('(),rspire rglinst thc nlrluill
urrrkings of China s securitics nutkc$. In

tocuS
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laggccl in (-hinu lrcatrsc of tht dillicr.rlty
lirreignen [a(c Rgi:ilerirll to lrtry sharcs

xnd ()l)trining tin)clv inf()rnlttion rlx)Lrt

ll-slr;trr prir r'. 1 h,:trglr tlir iclt'ntls. t'vi
dcnce o[ u .(n]rpxnys pnrfitebilitl. are

c(lurl in vxluc ()n lx)th ourkets. A shxrcs

have rrn lverirgc (li!'i(lcncl yicl(l (thc divi-
<lrnd <liviclctl bt thc stock pri(c) ()[ .J

1^-rcent, n'lrilc [] sharcs hrvc:ln avcmgc
yicld of (r perccnt.

A 'P()I.TCY" MARKET
()nc result o[ thc trn[rvonblc polititll

.rn(l \tru('lur:ll r'lr.rr:ritt,rrstu'. rrn\l(.rl!in!.1

Ihc sc.urities ntxrkrts hxs lten exlrenrc
\'()lxtility-x ntajor problcm fronr tlte
slun. pxni(uhrlv on thc Shunglrai llrxrr
Thc fl!rctuxtions also were (lriven initixll)
lrr lr lr,prrl:rr frcnzy unt,,ng (.hin(i'( in-

\.cslors. !\'ll() [xrkcd lirr (lui(k pr()fils
[rl,nl ll'( ) lnr('l):ls('s. Pt'ri,xlir r lr:tngt's i

g()t'ernrllenl policies hale sutc'ceclcd ls
u,cll in driring tht rDrrkcts cithc'r up or
dos,n. reglrdless ol inclividual rrrlrplny
pcrfonnancc ()r tllc ()vcrall perfirnn:rncc

ol the Ohincse ecoa(rny.
An()ther Llcl(,r (()nlril)uting I() \'()htilil)

has bccn the in.lde(lualc access lr) irlfilr-
r)r.rlion ()n (orrltrny fun(l.lrrrenlil\. in-
cluding rnxnal8erncnl ilnd acc()unling
prxcli(cs, xnd thc deanh o[ nc$s avlil-
able on lorv pnrfitalriliry or nnnlgemcnt
(,r pr{xhr.ri(,n pr,rhlt'nrs. Tlrrs l:rrk rrl:rt-
cur:rte iuf()nluti()n :rlxrut the funclanten-

tels thlt shoulcl guid('the decisi()ns ol'
Iorrg-tcro] ir]veslors hes contrihutccl nol
only to nrarket rrralility. but also lo fre-
(lucnt insi(lrr Imding on pirnicul:lr sk(ks
rnd nt()\'e lenls blserl on runrors of
chxngcs in govcrnmenl p()licy. C()nse-

qucntlv, fe\\'Chinese in\'$t lirr the krng
Icflrr. hut i slcx(l (,,nccnlrJlc ,nr qJnring

short-tcrn) profi Is. lllcanrvhilc. krng-tcrm
(lhinesc insliturional inves()rs sucll as lhc
rjnlcrging Chincsc Jx'nsion frrnds lncl life
insrrriln(e (()rnpJnics arc cLrrrcntlv n()l

l)ernlificd t() invcst in st()aks.

And lJeijing. l)) \'inue ()f irs p()wcr t()
scl nlrar()('(1)n()rIic poli(v ancl to issuc

imlx)rtxnt nlrtr(Dill tuqullrtknls ar(l lirws.

c()nlialu('s k) a(rrtr()l lhe nrxrkets in In)lh
Shanglui arrrl Slrcnzlrrn. Shcnzhcn. us u

Spc(iJl !:c()n()lnic Zonc. pcrhrps has

nxrn.frccdortt {)\'cr ils r)peralli()ns thxn
Sh:rnplh:ri..rnrl rrls,, rs t'xprrttrl t,r Ix rn-

llu,.nrcrl Irl Ill( H(n)E Nr)nE .('('rrritr(:'
rnarkct rrficr 199a. li)r c\ilnlple, m()re

lk)ng K()ng inv('sl()rs lnlly rrrsh lo l>rrv

Shcrrzhcn lJ sh rrs, pushing I) shrrrc
priccs higltr.r. uhitlt <or.tlcl cn.()LlrrrHe

tlrt. :ht nzlr(n , :lrk(l to ll(l(,1)t llx'r( in.

l('rn,lli()n,rl rrrilrk(1 PI:l(1('('( llrc Prrlir ir's

or proposecl p()lic) chln.r]rs ()f l(xxl
l.l()\'crnnlents al*r hlve lffcctccl nrarkct
,)P( r:rti,nls. l:,rr t'r.trrtp['. lh(' \ZSII urli
lrrr(.r:rllt hrnterl in (xrly l,),)(, llrirt it
nlight pcrnlil (lltinesc n) lrtty B shercs,

scn<ling l)-sharc prircs r.rp sl'tarply be-

lirre thc (lSlt(l li)rnrxlly prohibited this
step in :ln .lnn()un(c,ltcnl in Septcntl.lrr
(rs ()f rid-l)c(crIher. h()\\'evcr. thc
(lSR(l \1'xs finding it diffi(ult k) cDli)rce

the l)xn, xn(l press rcp()ns suggcsl thxt
I'RC inveslors a()ntinuc () l)uft1rasc SZSE

I) shares).

A WILD RIDE
Fr(nn l)c(enrlxr 19. 11X), to Novcnr-

her 2lt. 1996. the Shanghri Exclrrn8e
(irnp()sitc Indtx has incrersecl abor,rt
(XX) pcrcent, ()r an avcrlrgc of alx)tlt 150

pcrcent pcr )'crr-th()ugh the orrrkcl
h:ts [xen r.krwn ()n avcrlge sincc rc{cl)-
ing an all+ine high of 1,126 in Fcl)ruary
199J. N(nu,ithstan(linlq the SStis i, prcs

sive (^'erall pcrfi)mrincr, ShxnSh:li A

sll rcs havc h()mc the bnrnt of thc mur-

kets volrtility (.scc graph). In tcrnrs of
lhc nltio bet\r'ecn the high and l<>rv of
thc milrkct's cofilx)sitc intlex frrr clch
ye r. the Shrngh iA-Sh rc Compositc
Index rati() tlcnt from 7:1 in 1992. doslr
n) -3:l in ly){, q'hilc Slrenzhen s A-shlrc
r.ltio rnovcd fi()m i:l in l99l iln(l lq)2.
down to 2:1 in 199J. 199-i. and 1995.

1'he Shanghai Exclunge (i)nrp()sitc In-
dex, inclucling l)(rth A xnd B sharcs.
wcnt trom alx)ut l0O it the openin8 ol
thc SSE in Dccemhr 1990, up to r high
of 1,50.J on Mry 25. l(})2, \\Jrcn thc g()v-

ernmcnt fitsl allo$,ccl securitv prices to
rise without liflit (helween Dcccnrbcr
l9t)() und l\'lay lI)2, share pri(es $'erc
lllotccl to inr're:rse b1'only up n) -lU)

I^-rcenl pcr year). 1'he indcx tlren plunt-

nrele(l bx(k (() -l9J in Novcnrbcr l(r2,
pr<fiirlrly lxclrrse neu listings creeted :r

shorl-tcnI ovcrsr,rppll' ()[ shxres.'l'lris
sec-sa\!inll has <oltlinuctl. with highs
ancl l ru's rriggcrecl b,v tighler or kxrst'r
g()!crnnlcnt (rrntrols over nc$ listings.
l-or cxample..r fililed xtternpt in l'el)nr-
xry 1995 l)y .r nLrorl)rr ol hrokcrrgc
firnrs to nrenipuletc thc'l'-l)on(l tuturt:s
nurrkcl \\'as lirlklsctl b1'nrrnths of silcl
sprculirtion: alnrrst hall o[ thc nrarket s

-

B shurts tre hekl

m 0s il.t' b.t' .lb rai {< t t

ittt;!iIrrliorurI irtt'eshrs u l
dre )nl highl.t' lrddel.

tot:rl crPitllizrtion llowrd or.rt ol st<rks
an(l int()'l'-lx)n(l futurcs. []ul on May 17.

1995. the (lSR(: suspendetl T-hrncl hr-

tur(s lrirdinF. shich l<'rl lo .r sll.lrl) rn-

crease in llte volumc of stock shltrcs
tr:l(led.

- rc Shenzhen ex( hrnge, tlr()uglr
mrr< h less volatile. also ten(ls k) l)c inllu-
encccl by changes or proposccl chlnllcs
in g()\.crnnrcnt policy 'l-hc Slrenzhrn
C()mp()site Indcx nlovcd fr()nr 100 in
April l99l Lrp to e high of 152 in Fehru-

!ry l9r)J. lrnd strrxl ut i 16 on Novcnrlrr
2t't. I y)(). 'lhis .rctivity rcprcseDts a Jl(,
percenl in(rc.lsc in ncurly 6 years. ()r 5-a

Per(ent pcr ycar. A and li shxres on
lrotlr cx.lrungt,s surgcrl 'igni[rrlntly in
l+)6. but ncrv rcp()fls ()f insider l(lding
pronrptcd new linrits on claily shure
pri(c m()venlcnrr by velr's encl.

Il shares ()n both exchlnges hlve
proven llr ltss volatilc. lhe SSE ll-Share

lnclex, ltgirrning on Felrnrlrv 21, 1992.

Irit.r hillh,'l ll{r in lqr)J. hrrt li,rr. ign rn

vestors likel,v scre <listrrctcd from the
(:lrinJ rrxrkcl lry tltt ll-slrert'issttts rn

latc l99J in ll()ng Kong, rn older tx-
rlt.rnge rrrth:r nl(,rc s( ('urc l(Eal li'{{ing
In lE)-i. the SSII in<icx hit a high of lOi
but rt{rcelcd to 62. then traded (k)wn.

h()tcring in lhe nriddlc 40s th()ugh 1995

xnd c.rlv l9(X. ll) N()rcmlxr 2ti, l9(X).

Irowcvcr, tlre Sllxnghxi ll Sltare Inclcx
lutl risen to 5U.tt2. In Shcnzhen. ll sharcs

lx'gan 19r)3 it I 12 irnd rcachrcl a high of
185 in Iirh(lllry ltlirrc fulling to 8l rhlt
August. I'hc index fell to x lirnller k)F ()f
59 bl thc cncl ()f 1995. During 1996.

thoLrgh, thc Shenzhcn Ii-Shilrr Indc)i
lr.rrrnc'c,l lurk. rr'.rtlting rr higlr,,I lJi on

N()vcnll)cr 2ti
'lh( Il shJrcs rrc hekl rnostlv bl lirr-

cil.ln instituli()nll invest()rs Jnd !rc n()t

highlv truclctl. Thotrgh l) sharcs :rre <lc-

signccl [or n()n'(]hincsc invcstors. the
sanrr., prrrblcnrs lllirt delrr (lhincse A-
\hilr( in\( \l(n\ l(rr(l I,) dixr)ur.r$c li)Riln

llrc Chlnc Bu.ln... R.vl.w / l.u|ttu1 tt't,dltltt ltt)-



e(r)n( nlic gft)\\1h \'lant li-shercholders

solcl $hcn thcy rcrlizcd ll)xt tl)c (illilrx

mxrkct wls rcletivcly illi<Niti-:rnd thrt
rr()st l'R(: shurcs reprcscnted ()nlv thc
l)(st firnrs in tllc statc sc(l()r, lhc lcast

profitrble pan ()f (lhin:r's c(r)n(nny.
An early player in thc (:hinx orxrkcl,

tllc 'ltllrplcton Enrerging ltlarkets l'unri
pur(lH<e(l \Lrl):l;lnli:rl II-slt:rrt' lt,rl,lings

lhr{\r8h mid'1996 rnd hus sltoun lltc
gre,rl(.sl rnt(,t(.\l ln ('l n(,s(, \L'('rtrili(,\.
'li'nrplcl(xr no$ lrolds n)()re thiln lo lx'r-
ccnt of llre II sharcs ol fir'c PRC (tnnpx-

,1ies. By lirtc 199(r. ltorvcvct. thcse Iive
firns, anrl othcr ll slulres, harl sccn their
nurkct r':tlrt( dc<re:r\cr sornc ll sharcs

u'erc treding l.lckru'thcir II)O pri(cs.
l.rkc ll slrrrrr':.. llrr. ll-slt:tru Lor)l)Jnr(':\

SToCK Manxrrs IN PERSPECTIYE

Richaftl .llqry(lis, .litst |ict'Ptrxidoi ttf
t\l ilt rct(dtuli ul .ll.t1ill l..t cll ( rlskt
l\tcilic) Ltd. itt llt) ll Konl'. \,ott l4
x'dn i tha llrilish tliPloDtalic st'L'i((,
ntkl dcl*l .Lt lepui' lxliticd adden n)

lh( lloi+ Ko|g l:otvninefi fnnn l(Nl-
86. u:l.terc hr utslsted i tl.)r ,1.,!!oli.tli)is
b trutLrlt' l,Jttg Ko R h Cbil6! ntfu.
llc rpob? u'ith l',llR Assitt.tnt lidilt't
Qtllr1inr Gelb i,t [k\:a,nb?r l()(X, . nut
lhe coi\(,t)u?nccs I(D tbe llone Konla

di.l Chin.\L' s,(xh (r.bungts of tbc .ltth'
I q97 lrar$ilitr\.

Morgoli:: l'ronr an intcrnutionul in-
ves()r's pefspective, thc grcalcsl \\'c!rk-

nc,ss r.rf lhc (lhina nrarkels is thc lorv lcv-
cls of liquiclity in thc l|-sharc nrrkcts.
Altlx)ugh th(r( lHs l^-en .rn in('r(rx rn

turnorcr. espccillly in Sh(,nzhcn in rc-
((,nl nronlhs. .)!(rilll liqrrdrt) lcv(ls in

thc ll-slure rnarkcts hrve lx:(n \cry h)\\,.

llrt'merkets irs r wh()le rcmrin \'(rrtilc
rnd sJrcuhtiver ltciiing has firuncl it dil-
ficult t() cnli)rce the restrttions prcvcnt-

ing domestic invcst()rs frnn but'ing ll
sh:rres. 'Ilrc rclelxnl xuthoritics in (lhinll

xrc kn()rYn t() \'ish l(, scc nxrre stclrcly

ancl lcss volatilc lnding pxnems in thc
dlrncstic (luit| rnxrkets. Tllc prin.DJI
\trcrrgth ()l lhc nrarkct lics in thc nrxlcrn
trJ(ling and scttlenrrnl syslcrns, cont-
l)incd $'ith il nJti()n$'i(lc sJtrllitc c(nr'
nrunicirti()n s|slcnr ll)ill ( rlill)lcs in\'6t{n'r
lrll ovcr thc c()untr) t() <lcal in rcll linrc
in ln[h n]arkds

CBR: ltl)r// ttrL'tl\'\ttr\t:lth! drkl utl!
,.,s(,:i i,r /l)r, lr),r,q A ()iry sto( L t\L lrDryL'.

Ut crtttlurisotrt..lr( i t?sl(,r's itt lht'
IhDt.ta KtDt.q rkclt nta,h,l likeb k) lx,iil-
tt,t1. i tlr( ct)nilry tl(Dllhs lx,catra rtl
l h(, h( |ul )t tl i t.lu l.l' l <)9-.,

CBI: l\ lttt ttyttt ol lL\titqt Lh) tou !.\lxtt
h'.t1 t'Uoil itt ('ltt,t,t iu tlt. t.\1 t\ r'

Morgolis: l)rr:spc(rivc (lhinr listings
ovcr tlrr ncxt lcar $ill Iirll\v:r sintilur

l)ilttern t() lhrt in rcc(nt \'(:lrs. l'he
l)illlest irn(l m{ )st inrilctilc i)llcrings \\'ill
hr lislc(l xs I-{ rhures in ll()ng Kong.

Irrolxhlt sith a tlu:rl listing in \tu
\', 'rk rn Arr( ri('.rn (l( l), r5rlDrv rrr r'il)t
(Al)ll) Iinrn. Ii)ll()\\'ing thc r(.ccnl siltn-

in{ ()l x }lcnx)rxn(lrrnr of Undcrstlnd-

inI. \\'itl) lhr irull)()ritirs in th(' llnitc(l
Kingrkrrn. it is possibk thrl (n)! ()r t\,o
such a(nupanies rniglrt harc tlrcrr rcc
(nr(l listirUl in l-(,nd(tn instt'url ol \err'
\irrk. Tlrt a horitics in (llrinr hille xls()

statcr.l thcir' int(nti()n () improvr lhc
sizc rnd <1ualit1'of l]-rltarc olli'rings ln
gcneral. prioritv nill continuc t,, bc
givcn to 1l]c priratizirtioD ol thc St.rlc

untcq)riscs.

CBR: l{7rcr? do.)r,u stt' thc lup (,:l.tilt
L,rclidl.qcs dtd lb! l-lt)tg Kt)nR L'.\

(h.utg(.. ,norit{ (\vr the util.lir" .].(la^/
l( ill tbet' lx'j<titrul srnttcl'l.tt or u ill tltL'r'

ft t ain sLt urulcl

lrtorgolis: I think it unlikel) lhrt the
l\\'() Clrina cxclranges und tlre Iiong
Kong cxchange will lr rnergccl in fir'e
vea$ tirDc, ahlrough it is likcl)'thxt
lherc ntl!' hc cknr-'r contatts anrl crr
()[^-r.lti()n. Thc kcy to luturc dcvclrp-
orcnl an Chinx lics in unificxlion ()f lhc
A- Jn(l B-sharc mlrkr:ts lnd in tht
lii.l(d (i,l]ll).lnics',rl)ilil) lr) trrrrr in
stelldy incrcls*i in c,amings 1T r shlrc.
As far as Ikrng K<lng is trrnccrnctl,
givcn the snull sizc o[ thc avcrage
ll()ng K()ng cnlclprisc, llr(' kc] t()
n)ltintaininS Jnd (level()ping H(,ng
K(nrgs ft)lc its tllc prcnricr rlsilu) nrJr-

kel ()utsidc.hpirn \\'ill bc t() (l(\'ck)l',
its rtgionrl ()le: in u(lditi(nr ft) illtrir(1-

t1g China listings. llong Kong sill rls<r

neetl to lrttr.rcl se(r)ndxD (,r tlrral list-

ings lrorn rrthcr corrnt cs in tlr( reFion
and t() c(nrsicltr \\'hxt ne\! pr()du(t:'
miglrt :rlso (()nlril)utc t() tllis pr(xess.

lht tlrxrg Kong Sl(rk liselltngc is ur.
ti\cl\' (.x:rrlining tltcsr. possiltilitics rtt

thc nxxD(nl.

E

Il-shJrc invcst()rs. Ihcsc prohlcms in-
clucle tlrc ll<k ol :r lcgal lilnrcrvork. tlrc'

rclxtive illiquidily of thc nurket l)e(1[rsc

of its snrall size, ilnd inconrplctc or
()px(luc a()n)piln)' anrl nrarkct data.

Ii)reign invesl()rs thrrs hlve rclrelted
fn;rll thcir initial ly)2-9J intercst in Ihc
.Chinr (\)n(cpt 

-l)uying 
B;rntl ll slurcs

ro rirlc thc uave ol Chinas lirst-pecc'd

rocut

CBR: WTral drc lhe Rrlutcst sl,..rLths
tnl nvul,,l(+sts , tl ll)L'secutili\ ntttr/i.'l\
t t lh( tDditlLlkl?

Morgolir: 1hc ll(mg K()ng st()ck rlllr-
kct, by c(nnpxris()n, has nruch grcrtcr
rlcpth. rnrrnl largt'r cornpunics s'ilh c'-
tahlishccl rcPutations and track rec()rds

l)()lh d(nncsli(ally and intern ti()nally,
xnd is x colt holding in all rcgtrnel
!nd rD()st gl()l) l ponli)li()s. AIlh()ugh
l()tirl lurno\'cr ()n (lhinx'$ cxch:rlrgcs
has. in rcccnt wceks, ()ftcn cx(ccde(l
rlrrt (,f ll()nB Korrg. arr.rugt lir;uirlrtv
Itr'cls over tirne have nevc'nhcless lxcn
signifi(xntlv highcr in II()ng K()nB.
-flrcrc is r1o (lisatirrrinxti()n t)ctutcn k>
c:rl anrl nort-Lul in|csk)rs in llonq
K()ng, nr)r lnv lirnils on lirreign osner-
shiJr. 'llle m:rirrr rvcaknesses ol' lhe
lknrg K(n1g St(xk lxclr:lng(' in rc(cnt
vcxas hJvc llcen Prolllenrs ovcr tltc

l.l()\'cr.llilDc( of thc cxcllrng<', lntl the
tcnclcnc-v of thc Stock l'ixchange lncl
lhc Se(urilies iln(l fultrr$ (inDnrissi(nl

t() cng:lgc in pul)li( disl)utes ()n tlrt'sc

nrlttcrs.'l'hc situati()n has improvcd
sul);tanlinll), horvcver, ovcr lltc hst
coul)le of vclrs.

fto Chho Burlncrr Rcvlcw / lti|tltt\ lt htrt'u ) t')t)'-



loaut

l(!rd () suflcr tionr Jxxrr nrrlragcnlent.
sharc illiquirlity, aml luck of rcliahlc stu-

lisrics.

INVESTORS
ROLL THE DICE

Cl'tirtcsc' in!clil()rs. (xr, havc lT comc
nr()rc (iuli()us. In nrxn)' cilscs. individu:ll
invcs()rc tend lo treel a shrre punhese
ls akin to casino glmbling ancl kxrk tr:

nr ke shon'tcfl pnrfits base'd ()n rumors,

rnsid( r inf{,rn)lti()n. .tnd rrr tltunlcs in

ll()\'ernnlenl P()li(ies, mthcr lh.ln on tl)c
l)usiness tund:lnr(ntlrls of the lcnral ctxrr-
plnics. Prol',:lhly prrtly l)cc',luse o[ the
earll r'olatilitl. pJrti.ularly ()n tlrc Slung-
lr:ri A-rlurc' nl.rrkct. (^'ecrll nurkct ('irpi-

Iirliz:rtr)n h.l:' lrttn stllrlr or r.lr,.lining
strcc l$)J 'lhough thc nurnl)cr ()[ (:hi-

ncsc invest()rs has incrc,asc,cl srrlxtlntiiLllt'
t() thc.rrn(nt lcvel ol alnrut 20 nlillion.
tlrc)'hx!e vct to bcSin hrnneling lergr
an)()unls o[ individual savings into strx ks.

Inslcirrl. Chinese invcstors hlrve lreen
nn'51 lrrl('rrsl( (l rn {,lrt:rinrng .{ .llJr(. in

II'OS. \,,'herc therc is ir l)cllcr ('hxn(c l()
nlJkc r sh()n lernr proftt. In lS)3. proEts

coLrlcl lr as high as 100 pcr.ent ()n 5(rll(
Il'()s, Ih()ufill Ill( currcnt 1:rolit lcvcl is

rl)()ul i0 I^-r('cnt ()n tlle Il'() l)ri(c. (lur'
rently, sl)nt(, II'() shalacs ilre prrrclLlsc(l
througl) x l{)llcry s}'st(nr. in $'lrich incli-
vi([Lll invrst()rs hut l Lrttcn' corrfron
which, il thcv win, gi\,cs tl)cnt lhc riglll
t() l)rrr(luse ] ccnJin nunll)er ()l sllilrcs.

Horvever. r:nlr'1-l pcr.cnl ol tht,inclivicl
r.r:rls sllr appll lo l\r) inlo IPOs tlrnrr.rgh

tlrt irttcn s)'ste r .rre scleclt.d. ,\ second

syslcnl lin lrll(rcxting nc\\'sl):rrrs hxs lls()
Itco introdutccl. in \\'l)icll lhc in!cstor
(lcJ)()sits lirn(l:' for a ccrllin nunrl)cr ()l'

.lt:rft'\.rt .r hrrrl Pricc. hut tlr,.,rr rcr't irt,s
pr() [ltJ slur(s l-rlsccl on lhc nurlrber ()f

.lt.rrc. r(rltrc.tttl l)\ .lll Ir()t('ntiJl in-

li)r inrcsl()rs l<xrking at (.hinx r, str)(k
n)llrkeh l(xh!. lxr$cvcr, thc ne\\'\ is n()l

all ncg:rtirc. 'lhc volltility' ()l lhe nurkcts
has <letrcasrrl since 1991. i\'hcn thc
Shanghxi A-Shirre (i)nrln)sitc lndcx high-
(rl()\\' rilli() \\'xs ;rl. Ilc(xusc A- lncl IJ-

sharc prices arc lnkrw thcir historic highs

of Iilrruary 1993. lhe lvl)i(xl pri((/exn1-
ing5 per ilrxrc (P Il) ali()s huvc itnpr)\'ccl
rlranratiralll' Since 199i. l) Il rrtios of
lxxh A lnrl Il sh:rrcs huve llllen signih-
clntl!', t() l0 irnd -, rcsto.cti\'(h, ilnd (ur-
rcntlv rerllxin xr()und thcsc lcvcls, :rssurn-

ing thc :rccurrcy ol carnings figurrs. In
(()mpurison, 1l typicxl tlS coolprnv hxs x
P E ntk) of alx)ut t6.

I)espitc (:hinese g()tcmment c(nlccrns
lrlxlrt exccssivc spccLrlition iI it kxrsens

its hold orr the rrLrrkcl. rhe IIRC govem-

rnent is (()Dlmitlecl 1() cocourilSing thc
r,'nfi cL'nr g of Irr:tlr tlhincs( .rttcl li,r('ign
invest()rs-'fhe Bo\'t:rnnrent reccntly hxs

cstlblishetl various lx)licics to try k) en-

sttrc tturktl hc:rlth. inr'lurling .l Jir(('li!c
issr.rctl by the (iSR(: (xdcring lrrokcr.rgt'
firnrs lo rlcr'relrse c()nlrrissi()n (1)sls. u

nn)r'c thxl stinlul{tc(l A-sllilrc purch:lses

rrD()ng Chincse individuirl investors.

FoRTITYING THE
LEGAL FRAMEVoRK

l)erllirps llle grealrsr lrin(lrrnce k) thc
nrlrk({ s srl(x)th derckrpnrcnt. tlrough,
has l)c(n tlre govern,)renl s flilurc thtrs
l.lr I, I).1:\\.rn (^1,r,lrrlrnH n:rlx)n.ll \r\'rrri-
lies law. ln lllc xl)sencc ol'such I luq.. lt

Putchurrrk of nrlcs uncl ovcrl:rpping atr-

tl)()riti(s l.lr.ridesi the rxrkcrs, lceding t0
nlrny rrnfair tm(ling l)racticcs. Ihc l'c()-
plcs Ihnk ()l Chinr (l,llo(l), Chinas ccn

tlrl l)irnk. ovcrslrt lh(,scauritics nlilrk(ts
unril ()(rol)(r 1992, $hcn (iS(: xnd (lSR(l
Tverc tstalrlishccl. CSC. e()nrp()sr(l ()f
Irigh levc.l gorcrnnrcnt othcials lrorn dil:
fercnt l]linistries. is (hurgerl \\'ith cstrl)-
Irslring Jrolicics rrncl rrgul;rtion:' lirr thc
cnrcrging sc( uritv nlrrkuts (lSR(1. xs

CS(; s c\!.culinll ()rg.lniz:lrirm, clc,als u'ith
tht rlailv bLrsincss isstrcs ol thc cr-
ch:rngrs:rnd (,nli)(es (ls(l rulcs xnd rcg'
ulxli(Ds I)ll()C, rhc'l'rcilsury l'|r xrtl l)ivi-
si()n {)l th(,i\'linistr\'()[ lfinuncc. thc
Stulc-o\\necl Asscts Adnrinistrati()n. th(
St:llc (l)nurissi()n for Rcslf(rr'luring lhc
f:(1'rn,rrrv. .rrr(l,,tlr('r ).tr,\1'rnrrr('nl,,rB.rrri-
zxli()ns ilrc ull invrrh'cr.l in tlrr rlcvt,l()p-
rr)('nl .rr.ll)l\r()!'.ll ol ntlt..rnrl r(Frrl.llr(r1s

lnrl the lpproval ol upplicltions lirr lrrr-
ticil)uti()n in llle sccrrritics n1:rrkcts. Ihe
kx'ul go,'emnrcnts h Sh:rnghei encl Shcn-

zhcn llso inllucncc policvnuking untl cr-
r'rrjst s Drt (r,nlr,'l r^'u tll(jr r(\p(\1r\(
nrillkcts.

ln SL-lncnrl)er 1996. lllc Stxt(' (inrD(il
ttxrk firrtlrrr st(ps 1() in(rcus,c (:S(l (-SRC

llutlt(nitv ()v(r lhc sc(rrritics nr:rrkcts \\'ith
thc issuc ()f tl)c S((Lrrities lrifln i\lxnilge-
lnenl Rcguliri()ns. 'lhe (.gulrtkrns. $1rith
trrrL tflir't rr]lnter.li:rt<11 . rtll,rtrrl prl}vi-
si(nrll lD.l nrlcs ancl slriftecl Julln)rit! li)r
ovcrsight an<l interpactxti()n ol neu'regu'

lltir:ns controlling Chinesc sc(uritics
frrnr:. lrusincss :rditrtic\ t(, CSRC. I)cspit(
the hct thxt CSC s ill conlinLre to have' Il-
nal lpprovll ()\'er CSR(l icli\ities, (lSC

ntenrlrcrs lre n()t expcrts (ln sccurities
nrattcrs. (lSC thus (an bc cxpectcd lo
.ontinue t() follon CSRC reconrnrench-
li(,ns..rs (:5llC ()ffirirrls trnJ l,) l)c \c('rrri-

"'rrff#:rT;;:';:#:t
their assels in stocks.

tics r)urkd p()fcssi()nxls [rmili.lr \\'ith lhc
tlctailecl ntccls ()[ c()ntinuir]g rcfirnns. In
ilny casc, unrlcr thc ncu rcgulelions,
(lSR(l r. qill r(\ln'n\ilrrl lirr nt,rnit,rring
<laily exchange ()prrxtiorls. x rtr<)\'c that

likclf includcs thc pi)\\'er to issue rcgulir-

tk)ns.

Tl'tc ncs rcgrrlations also forntllly
prohibit insider trading lntl re<1uire 1>ul>

lit tlrsrl,,srrrt,rf .rll r,,rttprrrr! inli)rn).rLi(,rl

tlttrt r,rtrlcl ('.[lj\( ( rlr( l( slr.rrt, priir.'
flu.tullti()ns. Otllcr pr()\'isi()ns ol thc reg-

trlrrti,'rr. srcrrr xillr(.(l xt pr(,|i.\si,)n:rli/inll
thc l)i)kerirgc l)usincss al tracling lirnrs
F'or cxlrnplc. llte regul:rti(nts stJtc lhlll
hrrrkeregc lirllrs c.ur no longcr holcl
l')r. IIl,rn uo P(rr(nl r'l-tlrcir lr"r{: i,l

stor'ks: that tu.(Flllirds of the rnanlrgers

ol cvcry lrftrkerlrge Iirnr orust n()\\' l)c
Lcnifl('(l l)\' (:Slt(ir thll 5 pc-r(cnl ()[ x

fifnr's pr(rits nrust l)( set asi(le xs rc-
scn'esi llrxl lin'ns ntust clevckrp aclcquatc,

risk nronitrrring slstcmsr :lnd thxt n()

6rnr can buy nr()rc th:rn 20 pe[ccnt ()f l
gircn liste<i (rxrlpxnys cift\llating slt:rres

in llnv ()ne clav.'lhe rcguhtions llso <lc

lail J langc of 1>unislrmcnts fitr broker
violaliorts. rlnging fronr Nxrnings t()
fincs ()t YJ0.000-Y500,0{)0 ($.1.600-

S60.(XX)), an(l suspcnsk)ns fi(nn t'tding
ol trp to onc _vcar. 

-l-hor.rgh they l:lll shon
of lr cornprelrcnsivc nilti(r1ill lx$, tllcsc
ne\\' rrgulxli()ns. onr,e intplenrcntecl,
sltoLrlcl ltclp incrcase irrvestor conficlence

ancl cotrl<l cxplllin thc nlxrkets rc(rnt
uplum.

Othcr lxss lnd rcgulxti()ns also trrntrol
\o t( itsP(('t.i ,rf llrrk(1 lritn:\J(li,)n\. in-
(lu(ling thc (:(xDplnl Lr\\'()[ the l)e()plcs
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(s&' l7.tc (:BR, M:ry-Junc 1y)r, t).4t1)i rnd
Pr,xrrrt)n.rl RCAUlxli,)ns l,,r St(\k l\\rinB
ancl Trarling. and Dctlile(l Implcmcnta-
ti()ns ()[ tlrc l)isal()surc Rcquircnrent for
Skrk IssLring C(nupanics, l)()th issue(l l)y

the CS(l in 1993.

(:SR(], mclnivllilc, hls lrcgun to tukc
thc lea(l in rrnrc<lving sornc ol-the nrar-

kct's rrllulatory \\'ellkncsscs. CSRC issuccl

nes' regulation-s ()njrnux4, 1. 1996, call-

ing firl u clrange in tr:rding rnd rep()ning
requircrlents ibr ll sharc issuing c(nnpa-

-

The propos ed securities

lau is in its 13th (al least)

draft and there is no datelor its

final approual by the National

Peopleb Congress.

nics. lJ-share conrpanie"s nrusl now luvc
standard annual autlited hnancial rclxrns
l)ilsed on Intemational Accounting Stan'

dards (lAS). Under tlle ncw rulcs, the re-

p<:rted unual profits of somc of the Ii-
share r.rxrpanies arc'less tlran l0 pcrcent.

CSRC has also movecl to clitrnp tkrwn
on illegal practices, particularly ()n tlre
Shenzhen cxchangc. [n lxte Septcn]l)cr
1996, fir exenrplc, CSRC reportedly
f<rrcecl brokcrs in Shcnzhcn k) stop lend-

illg oroney to irlvcstors firr stock pur-
chascs, ancl aiso announced thc (lppar-

cntly lcss-tlran-suctcssful) f<rrnr:rl lnn on
rhe purchase o[ B slures l)y I'RC citizcns,

rvhich has becn ranrpanl in Shcnzhen
sincc carly 19t{Xr.

Other rc(cnt CSRC moves elso could
Irclp sm<xxlr ()ut nlrrkcl oPelali()ns. ln
\cptcntlr(r. (:sR(. :rnn(,Ltn( ( d lllil il
rvoukl phusc out lltc sherc-<lurtta syslcnr.

in t\Jri,t ll)c \tJle l'lJnnrng ( :r ,rnr))i\sx ,1.

rvitlr t l re CSC :rnLI CSR( : .rnd olhc'r,,rgJni-
i/:Lti()ns, sel thc 1'earlt' qtrrxa frrr thc nunr
her o[ neu' shlres llkrwccl to list on thc
exchangcs. 1'he ncu systcnr. calletl a
-coml)rnv qu{)tx syslcm. \\'ill no longer
rcslri(l th! number of sltarcs l cotnplny
u'ill lt alllr: lo issue. Pror,inces and go\'
(rnrnent nriniirtrics qill still sclcct tltc
((xDl)xnics lirr listing. tlrorrgh. an(!. in el-

le(t, Csll(l will still lx'xl)lc n) rcgrrlirtc Lhc

t<xal nrrnrlx,r of sheres because all nes
issues u,ill l't strbiect to final (lSR(l xp-
pr()\'xl. A j()inl PIIOC{:SR(j ()rdcr xls() rc-

qLrircd all 6nLrncill instituli(nr:i, ,rnlr Slxle

barks lo non-bank financixl institutions,
tt) di\,(sl thcnlsch'es o[ their lrrokerage
I)ur,incsses bv thc encl of l9<X.

'l'he prc4>osccl sccurilies lxq', l()&'cver,
15 rn rr\ lJllr rJt lc.rsl I drJll rnrl tlt(,rr rr
no clalc hrr its final apprrval by tltc Ne-

ti{)nal l)copl('s (i)ngr(jss. Sofilc induslt}
enllysLs ha,e suggestc(l tl)xt the long de

l:rv irr tlrt l.rws l)r, ,,llrrlgJti()n ntuy rltnvc
fi(nn unccnxint)'ovcr thc cflccts ()n drc

nlirrkcts illi(r tll( l{,tr- rr'turn r,I lli)n].1

K(lng lr) CIrinc\( {.)v(r('rgnly. ('r lrr),I
c()ncerns rlx)ut the cffectir'encss ol thc

lJ\. in lhc llce o[ rveak enfi)rcen]ent
mcchrnisnts.

Thc unfinishcrl legal cnvinrnment pre-

scnls pressing lxrhlettr lirr thc invest()r,

tht tr.rrltr..rrrcl tlrc li:tcrl (,rmp:lni(s
thcnNrh'es. Though lcn'rule-s and regu-

lxtioDs pr()tecl investors. traders and
listed companies find thal lhe nrany rults
and rcgulations thrt xpply t() thenr con

flict with e:rch olher. Ironi(ally, it is p(r>
ably li)rtunJte, in this environmcnl, thilt
enf()rcement ()l these regulati()ns is gen-

crally lax, leaving feu o[ thc contradic-
tory nrles to play out.

Most Clrrne'(, r)lfiriill'.rnd tr.rdrng fintts

agrec thlt l nxti()n:rl securities la!!' is ur-

gently nccdcd to lrelp curb unfair prut'
rr,'r..s surlr lr in\iLl(r lraJing :rntl nttttping
lnlxrk(r rilrnipuhlion h1 u [<u l:trge rn-

vcsl()rs). Foreign investors would no
clouht bc reassured by rcgulations tlut
placc Chincse c(nuplnics uncler greater

rcgulltory scnrtiny lnd irnposc thc kin(l
o[ rcporting requiremcnts *iclcly lc-
cepted in detclopcd Drxrkds. Noncthc

lcss, many clrrrent Chinesc pi.rctices are

simil.rr t() lhose seen in the early stlges of
the rlevelopnrent ol security m:lrkcts in

singrporc, Hong K()ng, Titilvan, South

N,'rt..r. .rnd r,lltr.r tlcreloping r.'r,trntrrr'r.

llcy()n(l thc steps lx'ing txkcn k) crcalc
e otrch-nceclcd lcgal fmnreu'ork rncl sc'
(urities regulltr)q' lxxll', tlrrrr.tgh. Clrinu
rlso musl r.lcvek>p lirrthcr its finencial scr-

viccs infnstructure t() r{lpfx)n the ordcrll'
linrtioning ol thc rrurket. 'llre cstalllish-

n)enl ()l (luillified (c(^rnting fiflns (nnd

the ltloption o[ IAS lrt (]hintse uccount

ing fimu). secLrrities larr firnrs. in<lepen-

dant xsricl-apl)rxisrtl cotnpanics. :tntl lair

Jnd c(ntsistenl enforcetnenl tgcncies irnd

practi('es, would all help strcngthen thc
rulc o[ law. Cl nJ s roul]lcd banking sec-

t()r. t(x). hindcrs tlte snxxrth devekrpnrent
ol the securities nrarkcts (.sce p.l6). !'or
r'xamplc, banks in thc Vcsl act xs cmciill
intcm'rediarics. l)ringing ne$' ilvest()rs i()
tlrc i(:('uriti(s nrJrkcli. rrnd irltntrfying
ne$ c(nnptnies :rnd instnrments firr lisl-
ing. In China, tlrough. banks ltave liruncl
lhxt their greatest rolc is to flunnel thc na-

ti()n s individu!ll savings inl() loans t()
supp()rt ailing SOES. In nuny \l,ays. thc
sccurilics nrarkcb are a rcl'lection of tltc
state ()f Chinas r>vc'rall cconomic infrr-
srructurc,-developing, but vcry much l
work in prrrgress.

llro Chlna lurlnorr lovlow / lt1|ltrtt:' ltt,titt\ lltt-

B U L L I s H P R oJ E C T I o N S

Chinir's nrarkcts represent xn interesl-
ing ancl irnponant cxpcrimenl in l:lrkd
s()cialism. Although Ilcijing has dcnied
rcpeatcdly thal ir is n'roving touarrl full-
Irl<xrJcd tapiulisnr. lln sccuflties cxperi-
rnent is a cirpital mlrket, allxit m<xlified
in inrF)nanI ways in tenns r:f entry and

lrading. 'lhis sector ltolds lhe key t()

China s ec()nomic tirture to many. though
not all, Chinesc officials. And while it is

still ir rclatively neu experiment and

overall nrarkel growth has lrcn carefully
c()ntft)lled. thc securilies ref<rmrs seem kl
hc moving forward, slowly bLrt steadily,

along n'ith China's other rcfortn-s.

Looking ahcad, some rnarkct analysls

prcdi(t a ,nergcr of the A- and ll-share
nrarkcts in thc forcrcerl)le fulurc-. Onc-

factor in panicular that might encouruge

such a nrergcr is the gradual br.tt sus-

tained m()\'erDcnt touarcl full convenil)il
ity of thc RMti. Sincc Dcce rber l, lqx,
rhe Rl\lli formally has l>een [rec'11'con-

ve(il)lc to foreign cunency f<rr funds un

tler tlre currenl xcc()unt (.\'ee p.20).

A nrrjor sttrrnlrling lr()ck l() nrerBrnE,

dre lwo nrarkcts, though, will & thc I'RC

govemnrcnt s \r,ish t() c()nt()l forcign par-

ticipltion in tlle (lllincsc sk)ck nurkcls.
Moreover. lrfrlre the A an(l Il markels
can be mcrgcd, drr Chinesc Sovrmnlcnt
uill neecl lo issue neu'nreasures ()r rc'gu-

lati(nts l() sul)stilutc for the rcstrictions on
lbrcign o$ncrship th l thc A-shtlre,'l]-
sh:rrr' slflk ltrr( runt'rrtly cnlirrtcs. Bciiing
might lt able to strl>stilutc rrgulat()r)'linr-
itations ()n lirreign os'ncr..ihip for tltc tur-
rent hililrarted stnrcture. \flrcn sr.rch rcg-

uliuions ire rlevekpcrl. tllcy \\'ill vcn

l4
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Iikell'lre blrserl on rc(rnt I)rlrcli(cs in

othcr llcveLrping Iln.loci!l n)lrkcls \u(ll
as Tili\\xn s, \\'hcr(' [i)rcignL,rs a;rnn()t

holcl nr(rre tlllln l0 l)crc(,nt ol I <rrnr-
plrnl s total slurcs. 'llrouglr thc crlrr(nl
n)lrket stRrrtLrrc mlkcs invcsting flrthcr
rn((,n\'('nr(nl tor lort'rHn rntlrvrrhr.rl rn-

\'(.st.,r\ irn(l t,r, illirlrrirl llr rrr.rny fr'rci8n
institrrli()n]l invest()rs, a nc\' policy
nrerely restri.ling owncrship lrvels N()uld
probrl)lv iltttu(t lbreign lirncls rluicklv. up
to the goYernnrcnt-ill1posed linritali()ns.

An()thcr til(t()r tlut will intluen(c lhe
rrcrgcr r)f th( A JnJ I|.slrrrc nurk(ts i.
Ihc el-fc(I of ljong Kongs rclum t() PRC

s()vereignt,. $,hich shotrld hnve a signifi-
cJnt i,nprct (D the Shenzhen nrarket.'flre
timiliarity of m:rny lk)ng Kon!{ rcsi(lcnts

\\'ith tlrc Shenzhen cconom) (ould spur
frrrther SZSE ll-sharc purchases. Once
th!'y r(l()pt Chinese citizenship, th()ugh,

l1on8 Kong resiclents should be xl)l( to
purchlsc A shures as u'ell ls B shlres.
And ()ncc tlrev lrc ablc to huy A shlrcs.
tk)ng K()ng resi(lents (r)uld lt less will-
rng l(, plrr(hxsc Shenzlr(n R slr:rres ln cr-

thcr cxsc, enthusiastic l{ong Kong pa(ici
pati()n in Shcnzhcn coul<l leacl to a

rnerger of the Shenzhcn A- irnd ll-shxre
nrarkers. wlrilc rhe Shxnglui markcts rc-

nlxin scparalc. Ihe llsharc rrrarkel, as-

suming tl)at China kecps lhe currenl sys-

t(jm in pLrce ()n H()nB Konlls cxchangc.
sltoulcl rcn'uin trnchangecl (*r p.12).

Othcr l:rctors that lrc likclt' to infltr
ence thc A- xn(l B-shilre markcl nrcrger
includr: the (\)ntinurti()n ()l rcf()nns llut
nrxkc (.hinr's e(t)n()tlr) cr.cr rn()rc nllrr
kct-oricntccl. xnd thc spccd ()f the
gr()\\lll ilnd Dlaturif) ()f Chinil s securilies
nlilrkcls.

Despite relirrnrs lhat hint rt a nr:rrkct

rrcrgcr. A J,rd B-\h.rrq nr.rrk(t rn(li(('s
:l(turlly h.lve l)ren diverginlq in rcccnt
rrroflths. This divc-rgcncc pcrh.rps rellccts
gcnerul lrlark(jt sentirnent againsl su(l'l
x mcrger. Nr:nethelcss. s()rre Jnillvsts
still expcct thc orarkcls to nrcrge. u'ith
lrtrit:, rtttprrs(11 (n'r ll)( lcv('l rrf lirrt'ign
(xvnership. If this ,ncrgcr in<leed takcs
plxce. tltc ['] shares urrrently cliscounted

hl up to -100 pcrcent likel.\ $'()Llld pr()!e
profi teblc long-tcrm investn'lents.

Thc nrost importxnt detcrninants of
ma rkcl devel()pDcnt, however, rre
surely tllc attitr.rdes ()f the ncxt gcncrir-

tion o[ (]hinesc lcaclcrs. A fcs key issues

rvill likcly lr rleciderl ut the hiShest lcv-

cls ()l govcl.nn)ent. inclu(ling lisling
\l()rk:' r lrl lhc besis ol ccontrrnic. not pr>

liticel or polir'1'. clit(,ri.ri rc(luiring c()nr-
punics ro i(lhlrc n) IAS: iln(l pefinirling
rrr:ln.lA(r\ t() nrrr (,)l(rJ)riscs on tlrt lr.rsis

of markct lirrccs tuthcr thln srriul pr>l-

i(v. -\ll indi(lIi()ns sultgest tllrr l((lers
such as l)resiclcnt .firrnt Zenrin xn(l Ilxec-
ulive Vicc I'rcmicr Zhu R(ulqir suppofl
tllc (1)nti lrirl,()n r)l' rr:lrkcl rt,lirrrrrr. in

l).rrt l\\'.lu\( r't th( ir lir\lh.ln(l ( \l)cri-
cnce in guiding Shangheis c(r)n()ili( re-

[ornls. In p.rrlicullr. they clln l)e cx-
pected to support thc rtgrrlatory and
procedurel refomrs tlral SSE officials and
()rher nrarket pxnicipunts, in rrcenr inter-
vicws. stress are cnrr'iltl. Thc continucd
r(.1'orrns irre rrnlikell t,r p(nnit lll(, in-
crcasc in fx)tcnlially speculative nrxrkcts
such as lirttrres and ()pti()ns. howcver,
especially in lhe s'.rkc ()[ thc 1995 prob-
lenrs *ith T-txrnd futures.

In lhc shon term, rssuming llrat the
0hinesc e(on(rnic rtft)nlrs conlinuc and

the ec()nolny kceps gnrwing at an uver

rge rate of ,lx)ut 10 percent per )'ear.
Chinl s shares woul(l sec'm to be rela-
li\cl) rncxp(nri\c errrnp.rrcd t0 thos( in

other (leveloping countries-panit ullrly
the B ,'hrrrcs. Also, th( rc((nt .ulr' in in-

tcresl mtes for savings acc()unts in l)anks
(from ahrut I1.5 perccnt dowrr to l0 per-
(1'nl I nl:r!' (n(1rUrl8(' rllr!r( (L,nlci.lk' in-

vqsl()r: l(, lc\l tlrc sl,xk nrark({ w.ltr'rr.
Orcr tlrr'krng l(nlr. (:hinils d(,rrl(\ti('

sccuritics m.rkct t'ill probebly bcnefit
n()t ()nly fr(nn the cvcr-grcrtcr p(x, of
(l(nurstic s:lvinlas. btn also lrtrm the re
Iirnus ol Clrinas rc{ircment alnd uncnl-
pk)vlncnt svstcnrs. l)cnsk)n lnd unenr-
pk)ymcnl insurxncc ftrnds ltavc llrercly
gencr:ltcd an eslinrltcd Y-17 l>illion ($j.4
l)illk)n) lhat currentlv can l)c in\,('slcd
()nly in (lhincsc'f-lxrnds an<l bank cle-

p()sits. As ChinJ s sccurity nrarkets-xnd
(lllina s invcst( )rs-l, ecornc more so
phisli(irtcd. J risc in the numbcrs ()f

krnger-tcrm invcstors xnd x nrore st:rble

rnarket scern a rcxs()nrhlc l)et. And
cven if llnhcr refomrs are slo$' in cont
rng. tlr(. Iisl(.(l e(),rfxni(,s lrn(l tllsrr
shares may still l)e x \1onhu'hile invcst-
lrlenl. if only l)ec:rusr they pay divi-
dcnds, havc increasingly .lttrilctive k)E'
l),'E ruti()s, ancl provi<le a r':ry for Chi-
ncse antl forcign invcstors ulike t() tap
int(, r)nc (,I tlrc qrrrltl s fI:tcsl 8r()\\ ing
ec()n(rllics. k
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Economic ITN

Dl;,',;,'i lil)::1"::.;;l'":...;,, '::',.,,i;xl,':l;,:i:;..':l'l;,,IlIi'',:lii[:',il:lllx;l;li,ll,
h lr.nk,nu -,n.i t'r'rtlrt instiruti,ns. 'lhc ,i\rr sliltri-()Nncd (rnnnlerciul l)rnks (so(llls) llut donti-
I ! n-,,. ,h,.1 ,,,"rk"t Agncuhrr.rl ll:rirk (, (:hinx (All(;), Ilxnk ()l (:hin.r (ll(Xl). (lhinrr (l(nrstru(-

ri()n llxnk ((;(ll]). :rnd In(lustrixl dnd (irnorcrciirl Ilank of China (l(ilXl}-llxd c(nnl)incd ltsscts in

lE).1 of nn)r( rhln 58-10 l)illi()n. rrn ulrich thrl rq)o.tcd S6.J l)illi()n in prc-tlx profits. In ll)'i. thesc

blnks issucd iusl ()vcr 60 pcrccnt (r'(iltinas total krans---<lown from llxxrt tio pctucnl in the lrttc

l9,J0s'---{(rrtfi )l[,(l ()\'cr ll0 pcrcrnl of tlte country's finerlcixl ts\els, orvnecl oT'cr 70 p(r(cnl (, ill Chi-

ncse hank l)nnchcs, ancl cntpkryc<l 57 pcrcent ol all Ilnxnctul-scctor 1x'rsonnel. l\lassivc thorrglt rhty
are, tltcse SOClls rcnuin sacldlccl $'ith Strtc-owned cnterprise (SO!:) rlcbt uncl conlintre k) Pcrfornl
rncl[tticntll l)] inl(rn:lli('Il.tl.tJnJrrrds

Vhile frrrcign lirnds huve contrihr.rtccl lo China s cconomic gnrwth o[ the plst decrtdc, thc vast p<r

tcnlirl of (;llinas lxrust'ltolcl s{\'ings (ontinucs lo go Ltnre:rlizcti. as thesc slvings are chlnnelctl

largcly into the State banks, uhich lencl nruch of thcir lirnds oLtt to unprofitable SOI:s. F()nunately,

Beiiing has bcgtrn Io inrplcment graduel ste'ps uirDed rt fre.c'ing the lrenking scctor li(nn thc central

crcdit plan lntl to pcmtir the grosdr of lunking senices :rnd lirreign llank paniciPlltion, tw() stcPs

rlfii(1) are nceded to co,nnrercialize thc c(\rntry's Rnan(ixl scclor.

A s s I G N I N G R ES Po N S ! II I I, I T I tr S

RErxmdl Blrnch 4Jr.

i! oJrently an anel)$ ar an inltsEmrl

brnl m llong lbng ard peviort'\ $rs

a Beijing'basal fiflarrial coNult nt

'llrouglr Chinr hrs had no bank runs in lhc lilst,i7 ycars (since lltc govcmntent nationrlized rll
banking inritituti()ns), the (cnt..ll govemr)ent is h:conring less \a'illinS to continuc under{'riling all

crcdit risks. 'fhe rclirnn ol Ohina s l)anking inclustry, like rnany other e<rrnontic rcfornts, began in the

cirl) 19tl0s (se.'IrlL'CUR, Novcnthc'r l)cccn'tlxr 1995, P.3i).'lte Pcoples lhnk ()f Chinir (PBOC)

was clcsignutcd as lhc country's ccntral hank in 19u3, irftcr which financial inslitutions and prxlucts,

as rvell as rcgulations, nrultiplicrl. In lq)4, BeijinS cre:rted thrcc new lxrlicy lranks--+he Statc'Dc-

vckDrnenl llank, the China Exp()n-lmfx)rt Bank, anrl thc Alaricultunl Dcvclrpment Bank-to as
sunrc the llrlicylencling iunctions of thc four nr:iin sOCBs. The ntovc was intcnde(l to alkrw thc'

s(Xllls to p(x'idc a \f idcr varicly of lranking scn'iccs. dcoretically on conuncrcial tcrms, while thc

ncw policy banks w<>uld (r)ncenlrale on govcrnmenl dirccted policy lending for infrastructure devel-

opmcnt in their respedivc scLl()ni ilnd li)r SOE ()peBting cosls.

Since tlre creati()n of thc ;x:licy hanks, ltowevcr, the governnrcnt has preventcd SOCIIS fr()nr ()Pcr-

atinlq on purc'ly cornnrercill tenns. In 1995. fi)r rxanlple, PBoC, under thc c<lntrol o[ tlre Statc C<>un-

cil, directcd SOClls to dolc out (16 perccnt of their krans to sOEs. Ijunher, the fx)li(y banks raisc'

funcls by isstring g()vernmcnt-guxrantcccl [nncls. $4lich Bcijing forccs SOCI]S t<> purchasc. Such

for<ccl lencling ilctivities rnd txrnd purchases prcvent thc So(lus frtnn undcnakinS nxrre lucr.rlivc

revcnue-generating activitics.

E

;ocul

Chinab

banking sector

is strugS;ling to

keep up ruith

market reform.s

Ru.1'n or u.l.l. Ilk n rcl:ttt rd..l r.

tlia Chln! luelno.! lcvlos ' kt,ntd4 li'lrlt n ltt) t-
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Existing poli(y lorns, wtich gencrally

ilR n,)l cxPrtlcd l() lx rcpJid. hur( ri,'tn
rapi<lly frorn alx)ut 5 perccnt of GI)P in
l9[i6 to ahrut I I pe(cnt in 1995. v/lrile
thc'yr,r[cl hran hur<lcn rs gru,ltr:tlly heing
fix'alizcrl into thc govemnlcnas accounts.

ryrlicy Lltns still c()nstitulc nx)rc lhan x

third of SOClls oulstanding kran ponfir
lios. Thc governnrent intende(l tlrat thc
nen' politl' h:rnks q'tuld assunrc all new
politl krans, bui n()t inherit thc outstand-

ing stork trf non-P('rf( )mrinr.i kIrns. C0n-
sequcntl\, all ol tlrc non-pt,r[rrrrrring
krans rcnrain \\'ith SOCBS ilnd tre simply
roll(l ovcr. As long as thc crntral gor'-
ernnlent provi(lcs lhc guxftrntee thll il
sill st:rnd hehind ,.onrnr(rtiirl lllnks rn

the cvcnt of e finuncirl crisis. S(X;BS rrc
unablc lo refusc lo rcnew non pcrfirnn-
ing lolns. SOCBS hacl total mrn-pcrfonn-
ing I()xns in I995 ()f xbul Yu05 l)illi()n
tS<)- lrillion). i'r l.l l)1.r(ent ,r[ th.rt ](:rr's
GDP, r.(r)rding to drc ofhci:rl l,ltc publi-
cltl )n (.'hina l,tsin?$ lve"h

(;(^'crnmenl-dirc(1cd capital thus se

verely (lislorls So(:lls cash flo$. Worlcl

Bank stir(istics llso reveal thxt in 1995

SOCIIs alrsorlxd l.i5 pcrcent of :rll de;xrsits

mti()n$ idc. Of thc (/r perccnl ()f lhcir t()-

tll kran grnfolio alkratccl to S()l:s in thc
fcrnn ol directecl (rc(lit, 15-10 l)cfttnt wirs

usccl lo rcfinancc S()[i intcrcst p:ryments.

Onlt' :rlnrut 16 ryrcent of So(llls lx)nf()-
lios uls left f<rr discrrtionln crcdit to
n(n1-S()lis. In c()ntfirst, non-Stxle l)xnks (11

citcl]or)' lh;rt rxclrrdes tht' lirur SOCIls.

the three lx)li(-,y lxnks. the l|:rnk of Crrrn'

rrruni(xti(nrs lB()(I)Ml. rnd (lhinr Intemx-

lionil 'lrusl and Invcslment tirrp. IOITI(]I),
Jll(xillrj(l :llx)rtt ()n(Lquaner ()l thcir p()n-

folios to S()Ils in(l glvc rll()rc thun half o[
their l()xns t() n()n-SOI:s.

Clrinls financilrl rcsources rcnllin ex-

ceisivcly (r)ncrntrxlcd in thc Slxlc srck)r.
Chinr's li()Es lbsorh 60 pcrccnt ()l nr
t ional l invc'strrlrnti rcccivg srrhsiclies
xmounling to onc-tlrird of lhe nltional
hrxlgt.t. .rn,l en)l)l('\ -(, lx.r((,nr ,,1 rhc rn-

tlustriel hlxrr lirne. rrr llxrtn l(X) nilli()n
peoplc, of wlrich .r,rxlysts estinnlc that up
k) ir thircl arr' rech.rndant (sce'lhe CIIR.

NlJr.Jun( Iyx). l) lr),. \cl (r(,(lil ((rs(lit r('
the scct()r minus (l(posils) t{) SOIis
reartetl ovcr l,Z l)cr(cnt of (;l)1, in 1})5.
\\hil( r)(r ircJir lr) n,,n.stJt( elllcrpris(,\
rvas blrcly ^1 percent of CDI,. 'l'hrs. atxrtrt

75 prr(ent of houschold silvings, nredi-

aterl lncl ciirccrecl l)y thc SO(lIls, (\rrrently

l.l(xls () finxncc SOlt ()Frutions, uccord

ing t() a rc(cnt rJf()rl(l llank studt. ln spite
()l tight (rcdir policics in 1995, SOCB

fixed-invcstment blns l() Solls n(rninxlly
increised -J2 perccnt over 199.{. nhile
lcnding k) rhe pravatc sector nonrinally
clcclincd by {2 perccnt xnd k)ans l() ur-
l)an colle(1ivcs. by 7 pcrccnt.

Funl]cr. lhc cfllcien(y of invcstiEnt in
SOF^S h.$ l)een less than one thircl that of
non-Solls, xs measurcd hy SOli oulput
growth. l)cspite S()l:s' dispr()porlionlte
xccess t() invcstmcnt lunds, thc x\'crllge
.lnnuxl gr()$'th o[ Ilrtir output slr ju.t

7.,i percent l)ctwcen l9tt9-9J. c(xnpxred
t() 31 perccnt in n()n-Sols. N()ncthcless,

alnxrst all of SOEs uorking capitltl is
prrvidccl b1' SOCI| kuns, shich prv for
()PCrating cxPcnses n()l ()lhen\'isc nlet.
(:(ntnll irn(l l,xll tr16r i:rls. lllring rtt:tssive

uncnlpl())'flrrnt if thcsc rnlerpriscs ll() un-

clcr, continue t() slrnrglt cnc()lrrirl]c the

SOCBS t() kecp lendin}l funds, no nrJttcr
lrorv finlntirlly uns()un(l the SOII nray

lX llk)sr SOUs, th()ugh, crn rlfrrrcl onlv
rlhul lJ l)(rc(nt o[ tlrc annr.ral rlrbt scr-
vitc on tlrtir outslxn(ling lolrns. liven
\\'()rse, o)()sl soEs plry l)i(k.:ll nn)st. lhe
interest ()n their l()irns-rrrely xrc the)'
:rhlc to pav l>atk any ol tltc prinripal.

In lcltlitxrn to SOli (hl , SO(ills hxve

ftcn f<rrcctl t() ()pc[lle \\itllin thc (cnlral

,l()\'cmnlent s creclit phn. Tvhich grrrcms
rrch bank's credit v()lurrrc dircclly. cither
in lggrcgll(, (l)y clppinll differcnt rypcs
,'l lcntlint,l' or lrr ciirt.rting lcnrlirrg int,r

pJrticulilr scttors.'lhc lorn or r'rcdit
(ltx,lir:!)\l(1ll n,,t l,nl) lr.r\ l:t!n IltrirnHs
primrry rl(,xns ()f .()nlr()lling the nrli()nxl
n)one,v sul)plv, btrl llso hls trlro5lxted
lbiing s invcstnlent phns into rcalitr'. 'l1re

8{)r'emnrenl has uscd thc creclil <pr()ta sys

lcm to dirccl invcstrn(,nt l() pri()rily ir'r([rs-

lrixl sectors. li)rcing so(llls k) disrcgrrd
l()an rccipicnts crcclitrvonhincss. llccause
sntallcr. non statc l)anks ltave nol bcen
sulrject to tlle tight, ccntrrlly Drxn(lxted

creclit quoles inrpxrsctl on Stlte henks, un-
rlcrgrouncl lcncling nrlrkets-b:rnk-to-
hank, bank l()-(omprny. lnd conrprny-ro-
company lcn<ling-hlvc tler clopccl in
u'hich cupital can lrt ohtlinecl :rt higlrcr
lhxn g()\'cnnnent-scl rxt(s. I ndcrgr()und
loxn transr(1i()ns. pot( ntirlly punishuhle
by death, have involvccl banks circum
r,cnting intcrcsl rate clps b)'off'ering lxrr-
r()\!crs k)tns !t ralcs llltl have tcntlcd t<r

l)r ab(nrl twi(e as high as ()fficixl irtrs.

The uwl polmtial of Cbina's

howebold sauings cont'inues to go

unrealized, a$ lhese sauings are

channeled largely into the State

bankl a'hich lend rnuch of their

funds oul to unprofitable S)k.

'llxrugh thc rlifferencc l)ct$cen r)lli(irl
runrl illegal ir)tcrcst r{tes hus firllen in thc
slkt of krscr inllation lncl nr()re (r,nr

pdili\c officixl rrtes, bluck nlxrket lcnrl-
ing rcponc<lly trrnrinucs.

PRESSING AHEAD
'llx)ugh SOI <lch lncl stat renl.rins of

the crcdil plun hinclcr firll comnrcrcializa

ti()n ()f So(llls, m:tn_v rcatnt refoars rrc
nroring Chinx:i financiul systenr in thc
righr (lirecli{)n. Jn 1995. I'}ciiing pr(nnul
gxtcd the (iunncrcial llank L:rw, rvhirlr
intrrxlucccl il grcJlcr (legrcc of aul{)rroru'
:rnrl requirerl ell banks to nr:rinllrin iln
r'iglrt perr'r'rrt (,lpit.rl .l(lc(lu.rr r r.lli,,
Nonc of tht S()(ills hrs llcrn lble to rncct

lhis rcquirc,n(rl rcl. hul tllc (l(nl)nlcr('illl

llank l.:rn . t)l.iclhtr \\ ith tllc Centrxl llxnk
l:r\\' (:llso pirss(d in 1995), csteblishcrl rr

lcg:rl lirtrnclation lirr u r'rxrnrerci:rl bunk-
ing.vsl(n1 :rncl Irroricltcl Ir((,n(i\'(\ li,r in

tcnnccliarics \uch Js nl[rl ilnd url)rn (()-
()pcrirtivcs () l)ctrrore c()rnnrcrcirrl blnks.

l](iiing x(lol)te(l scvenrl non-udnrinistfl r-

tirc rDdho(ls k) c()ntrol lllc rDoncl suppll'
in cerlv llXr. including thc cstablishnrcnt
o[ a loc'll currcnc] inlrrhxnk nllrket.
whi(h crqrtc(l ir single cle(lr(rric curttncy
tr.r(ling svst.rri thc intft)(lurrion ()l Plt(Xl
rlxrr-rttlrkct ()pcrlti()nsi ilnd Jn :ls{.t li:l-
l)ilil) rnxnrl(lncnl syslcm thrt allo\,,'s x

ll]xxirllunr l(xrn (lcposil r:rli() of 75 l)cr(crll
in licr, ()f stri(l crcdit quotes. lmplcnrrnta-
tion of thcst, r)cirsure:\. h<rrrer'er. ltls
lrccn on rn exprrinlcnt:rl :rml linritecl ba'
sis. Als() hst _vexr. I'BO(I .ut intercst rirlcs
(,n (lcp()sils.:r rn{)vr thxt hlrs:rlk;s'ctl
lranks to incrcuse lheir prr)fiI lrurgins xnd
lruikl up clcspcratcly nccdecl capital. In
AuSusl. thc (iencr:rl Rulcs ()n Lo.ns, thc
l'R(:s fir:il \)slUnlllti( r,xlt on lr(,rrorrirrE

J)rir('lk'r::rn(l I).rn l]r.rnirg(.nl( nl. r\'(.rc rl

plcrncntecl. I)csil.lt'red lo rlininrize p(,lilic:ll

flro Chlrro Butln.ta layl.w l,t)t!t,ttt tli,),,tjt ttt)'



APPRovnI) RANKTN(i ST:RVI(:!:S IN CIIINA RY FTNAN(JIAL TNS,IITU-tIoN TYPE

R,\\Ks

TRIIST ANI)
I NI'ESTM IN'T'
(i)RPoR 'll(rNs

IIRBAN/RTIR,tr
(:Rrir)rr

(R(lcs)

li()Rlit(;N
B.{\Ks
uIItt (lllt\.t

S-I ATE-ovrlit)
(i)MMERclat-
RaNx-s

O,I'HER
C(,MMER<:IAI,
RANxs

R\flr a ,t a aa
a a aa

Lcrrlrrtg

ti\1lJ a a a aa
a a aa
a a a
a a

Srul(fi rcnls and r(lnillrn(cs

a a a
a a a a

a a onlv durign;rtr.r.i

5.rl{\ a a
lunks

a ()nlv Hux Xir ltxnk onlv &rignnlcd
banks

l.c$mB a o,rlv Chin:r lnlcmxtir,nnl
'lnrst xnd lnv(srn]tnl
(lorp. (CI'llC)

a ,)nlv Fuiho lndushirl lt.lnk a
(l(nnnr\srnl hrnkrDs a a
lnl( rl),rnk lriIrs.tr l!rr\'

a a a
cR.dits a a a
l1r(linll a a

a a
IlJip(),1 ( rr(iil ()t^-I1rli()ns

a Lt

,i
(lhrnr I,Urrfl IntF,n lh,rk
(lhinr Inv(slm.nl llirok

llLncr\ (rrdir. (,nl,v CIII(:

l.(1lcr\ ,,1 (((lil a a a
a a a

a ,,rl\ (;ll'l(' a
lr.(tr \ a ,nrlr CI I IC o r)nlv l{(:(l\ \\'ilh .enlnrl

b:rrik,rppl,r.rl

a a a
Ii:tdt a
l'ftlcrsrnnr8 a

a a a a
(l,nr\ullinlr a a a a

PIiR( ]i\l-A(;ti ()I, r(rr\t-
SllRYl( I]S ()l:Il,Rl,I] 4Zn/o lJ'x,

S{)(rR(:Ii: llJ\llri (l I lll.Ixlr,r(l ll

r'r.rrr,rrlr.r,r;,r,l,lr^ir'\,{rlr rr I(.r'r \ I rrrrILr,,rr .Irl l,r 'i\ rrr,!n1r',)r rrIir(

'l r rrrh t,,r cnrrrtrrr^.rrrrL ,rg.rrrrz.Lrrrr. rlr.rr lr.rrt rlrerr .r,,,rrrrl. sirlrrrr rl( \,,t)( ,,1 $,',1,,1 rl), l)rrrl'
( 1{(1(.r\ l,) lr)llr (i,inr('\lt .Ir(l inL('Ir.rli(nr.rl I r . L r r \ i r ( I 1 

( , , r \
It rIrL.-. l,.rnk',.1f {rrl\ri\( ru.r.r,rlM \rtl .,T)t)r(^.rl lrnrr\\ljlr.rrrlllt lt.I)li.lJ.rrrk,,1 lllrirr.r
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a

a
a
a
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intertcrcnce in lcnding dc(isions, the
a.rles slirndardizc loan application anrl
nlxnlge )ent p(xcdures in iln !tten4)l t()

(n(l tlx' f'm(1i('r' ()[ (ntcrpn\( \ r)hurnin!
loans through J^-rs()nll colrlccti()ns or cs-

caping kxn paynrcnts by reslnrcturinS ()r

merSinS with othcr enterpriscs.

In Scptenrl)(r. [x)netan xulhoritic:i irn-

nounced tlut the quon svstcnr for crrr.lit

ancl k:lns woulcl l)e phasccl ()ut in carly
1997. l\'lost reccnlly. PBOC wrs invited t()
join thr Bank of Intcrnationel Scttlcnlcn$
(BIS). lhc prcsliHi()us club of uealtlr,v
countrics centrel l)nnks lllill sets \rrlrn-
tary, guidelines on cepitel rtjqLrirenlcnts
lor lr.rnks lnJ pr()\'rdcs llx)n(1irn il\\r\-
lancc ttl rnembers in tirnes of finlncial
tLrftrr()il. I)BOCs cnlry int() llls, expcctc(l
1() lx finJlized rhis spring, sh()uld p(nr)pt
Chinu s Statc os'nccl lrlnks t() inlpr()\'c
their finilnciill rlisckxurc slatcnrents ancl

strrnStllcn their hxl ncr shrcls, rs IJIS

nrcnll4..r c()untrics xrc requircd l() enli)rcc
lhc ci,tlrl p('ri ('nl (ill)il.rl :r(l(1lLr.rr)' cllx,.

OLD-AND NE\v_
PLAYERS

Akrng with thc dcvelopmcnt of ne$
p<lli.ics aimed at c(xDnlcrciulizing Slatc

banks. an increasing numlrr of altcrna-
tive financial inslituti()ns h:rvc lT gtrn t<r

enrcrSc over tllc p st l5 ycars. In utltli-
ti()n lo the policv hanks and SO(llls,
China llso has national ancl rcgirrnal
c(nrrn)crci.ll banks. savings lunks. non
b:rnk [inuncill instituti(n']s. j()int-venture

banks, lncl firrcign bunks (vt,(firn). Ji)-
gcthcr $ith xn c[l(rging sc(rrrities []llr-
ket (&r,p.8). rll of these instituli()ns h('ll)
t() [inrnce (:llinx's cc()notl]i( (levcl()p-

,rrcnl in thc lirll\ring ulls:
I Policy banks l'()licy lrn(ling. x slrle
C,nrrriil rrHnrl.rleri. tltuii-fir.rl (,pcr.lri,nr.

crlrrcntl)' fin:lnct,s agricrrltrrr:rl procrrrc-
nrent ind delek)ln cnt. k(\'SnIe invcst-

,rcnl l)r()jects (cspcciallt in lllc trxns
p()rtxti(n. c(ntlnrunicatioDs, :rncl encrgv
sr,(l()rs), llnd f()reign trxde ltunsxctk)ns. ln
etltlitiorr to sovcrcign golernnrtnt lxrrrrls.

thc p()lic) hanks linancc thci. proic.ts
throrrglr horrorving from irrtc,mationel h-

n.ln(i.ll rn.rrkcts .rnrl r.:rprt:rl iorrtnlrLrtirrrrs

front lhc govcrnntcnt. ralltcr lha,] \\'illr
PIIO(l linds.
! SOCBS Tht'ruain purposc oI lroth
S()(llJs rrncl p()l(\'l)irnks is to ir[rx(l inr\-
pcnsive, irng tenn cxpital t() cnsure crcdit
for SOI:s xn(l lurgr Stltc l)r()ircts. 'lh(,

lbLrr main SOCtss primanlv henclle clients

in lheir respective sectors: AIJC nlainly
serves lhe agricuhural sector. ICIJC scrves

lxrge industrial SOIis, CCB lentls to con

structi()n-rclared c(nDp{nirs, rnd BOC

gener.rlly finances tracle. l3ecarrc the gov-
emmcnt sets interest rates. however, tltc
SOCIIS hxve nol hcen rble to allocatc
crcdit according t() markcl li)r('c:i or miln-
age risk cflectively, rcsultinB in significrnt
losses. Prior to MJrch 1996, SOCBS werc
forced to pay inflatkrn subsiclies on long-
temr fixcd time (l(F)sits (J-ti ycxni) as x
way l() altracl long-ternt n()nlrlldexl)le
clainrs on their lo:rn fxlnfirli()s k) ensure

cheap credit f()r Sotls. ln 1})5, the rver-
age fixctl timc-dcposit inflrti()n subsidy
w.rs 12.75 perccnt. vith high clcposits
and rising long-tenl clegrsit ratcs in 195.
houcl'cr, nroncrrry rurhorilics disc()ntin-

ued thc intlati()r'r strbsiclies on April l.
1})(r. The real intcrcst ratc (rn threc-ycur
sxvings dcfx)siti turned fx)sitive in llx),
f.ic,ldrng llxrtrt 2-J l^-rcent re:rl retums hy
the en(l ()[ thc first (luxner of 199(r, l<'

cording to the Vorlcl Brnk.
Ccrt:lin ref()nls hlvc allorved the

SOCIIS t() exp n(l their busincss ancl cli-

versify tht,ir revcnLrc bascs- SOCBS cirn
(ng.rl.i( rn tnrst. .rnrl :,( ( lrrti( \. leJr,n8.
agcnl l)usiness. fi)rcign c\(hrngc, c()n-
sultirtg, crcdit (xr(l seni(cs, llnd nt()rt-
gugcs. llrwever. S()(:Ds still (l() not lrn(l
()n stri(Ilv c(nun(r(i;rl tcnns, tlx)ugh tllis
pr!(1i(c slx)uld l:c'gin to r-hrngc es tltc

govcmn)ent phascs ()ut thc crcdit qu()Lrs

and implcments a ftrll-x-ale :lssc{-liahility
managcment systcnr. tlntil thc govcrn-
menl rclinquishcs the adnrinislrJtive au-

thority to set bank interest mtes, though.
SOCIJ{ nc$ cli(nls .ln(l (ur'l(,lner f((\
will servc as tllcir primxry rcvenu(]
sourccs. llefore rcrl interest ntcs fiecanrc

F)sitivc lxst yexr, S()CBS rctums on their
asscts $cre am()ng tlte \\'()tst in thc
rvorlcl, cLre largely to very klil' or riqqn-

,t!e nct intercst nurgins that created an

interest r.rte *edge r)n their pr()hts.

lf thcsc hanks wcre to write off thcir
l'lad kr:rns. offrciallv cstirnated at irround 5

prcent of their rxal assets (or ,15 percent

if nrlled-over xn(l k-finan.cd loans thlt
havc not lxen officillly lalrlccl "non-per-
fbrming arc includc<l). thc SOClls rloulcl
sh(xv r negJtive r':tpilal bast, lt is rlrc,rc-

lirre unrcalistic k ) (xpcct SOClls to reir( l)

thc nrrndrtory IllS eight pcrccnt (apiul
eclequer',v rrtio until tlle), hxve significxnt
earnings l() \\,rile tlrcir loan losses off
lnd,'or thc Minislry ()f Finan<c llkrrvs
thenr t() $ritc ofF thcir bld krans. rvhich
is cxtrcnlcly unlikclv gircn the centrirl

Sovcrnrt)cnl s dt'clining rcr'enues us a

slrare ol (iDP. The last tinrc S()Clls'dclns
rvere crnceletl or r,r.ritten oll b1'the ccn-

tr.rl govcmnrenl \\,irs during th(j inrclurxl
ldiustnrcnts of 1(X)2-6{.

I National corrunercial banks Clrin:r's

sL\ nxti( )nrl c(n)unc(iirl l)xnks-ltOCOll.
CITI(,. (;hini h\'(rl)riglu llxnk, (,hinx In-

EEIEUtr#I*+EElEtrEE}*

\\'c do all n'pes of pavrrrerrts.urd are expl:rts
irr handin{ rr()nel cnrcrgencics in (lhirra.

l.irr top-rrotch. state-()f-thc-art lllr)neI n irc
tr:rrrsfi:r sen'icc frorn thc ['.S. k) r)r'er.lo.(XX)
(lltirtcsc I'os(al ()ffiee krcatiotts irt l-J dals.
cr.tt- 1 -8( )( )- TO-(lrrr.\', I

i4'Ffi ,='8,fr fr, H E # r.800.86 2. 4462

CHINN
l lrc ltcrt (lhoicc lirr Nlrncr' lianslcrs m (ihina

tr+ *+EF!fr{+iSE
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ON THE Roen TO RMB CONVNNTIBILITY
()n I)cccml)tr l, Clrinr rnnounr.ecl

lhrt the countn is in trrmplirrnr.e sitlt
r\ni.le I ()l lllc lntcrnxli()nJl lknrctxn
Fun(l (lIlF)s Articlcs oi Agturmcnt. li)r'
ntrllt oreking thc countrys (uffencv ((nl-

vt'nihlc on lhc crrrcnt :l(({)unl \\'ilh lhe

l n,l( )un( errr1ll. (1,n(aint(l in r \ovcutltr
2a lcllcr t() thc' I\lF fir.rnr l'coplc s Ii.rnk
()f (jhinx 1l'll(X:) (;ovcrnor I) i Xiirng-

l{r1g. Chinir hus rcnror'crl xll reslai(lion:'
()n l)J\',ncnts ()r lrJnsfars lirr urrrcnt lc-
(\)unl tfilnslrali(nls {tir(lc in go(xls iln(l
.it.n'ir'c.s, lnrl yrrofit rcmittrtntcs) rnd hls
lirrrnlllr' <linrin:rtcd (lis(rirlinal()n' .ur-
rcn(\ !r(rDg(nl('nts :rrtrl nrrrltiplc,.'rrr'
rcna) l)rildir'ts.

\\'hile tllc aon()rrn(cn)cnt is l.lrglll\
srrrlrrfic. as th( ,.' t,,i,ll)i (llIIli) hus

It'en conveflilrlt in all lrrrt u te* nrinrrr

euscs sinec.)uh, L l(I)6. tltc nl()\'c ;rJ)-

lrars to signrl (:lrinx's itrt('nli(nr l() irl)i(lr
lrr rts tr'orrrrrnic rcfrrrttr plltn. 1he rtn

l'l()un(cntcnl tlots nrx rrtcln tllltl lhc
tuntinhi t*ill lrt lrttletl ou intcmJti{rrr:rl

rD:rrkcts ()r s'ill bc r;rlirl oursitlc trl
(.llinir. (lhincsc intlivirlrr.rls r'un nou olr-

I:llrr l(,r(i8n t r,lr:tngt Lr1, t,' .l ,'('rlJir]
lirrrit tir sllcr ificr.l l)uln)scs. lk)sl lnx'
1151. Prctlirl tlr.rt lull rl,nrr.nilrrlrtr-rrr-
clueliog cltltital llc({)Ltrll llil,lf.il('ti()t1s-
liliclv sill n<,t ()c(ur li)r;rl lcilst l(l ox)rc

vcur\ A I'l|()(; ()lli(iill rc(rntlv rt:rl(jd

tl)ill rJpitlll il(('()unl ('(,ntcnibililv \\ill
rak. r l:rid)'krrrg tinrc

I)csl)itc (.hinu's rrcccPlancc (}l thc
obligutxrns ol l\lF Aniclc tl, littlc is likclr
I,, (lliLnS( l,'r li'r(.iIn in\(,s(,,r\ in llr( [ll-
ntcrlilnc firttrrc xs rl rcsuh o[ this rctcnl
nn)\'(.. (lhinx s in\'cstn)(nl rrgrrhtions still

rc(luirc in\,(st()r\ to brtlltncc thrir ()\\'n
Ii)r(ign c\.1)xngc, lnexninB th:rt ti)r c!cry
.I'll.rr tlrer \l-^..nd rn (:llrnr lh('\ tDu\t. ill
tlle(nt. cxrn lr rkrllar o[ hlrrl curtcntl.
()tlrer rdtlirlisl rxl ivc proccrlures ancl
(r,nlr,r\ r,n tlrr.' lrolding :tnrl tdn\r'trr,rrt
r)l li)reign oi(hirngc-rn lnnuul rrudil.

.rn rnrliill irl)pr^.rl Irr tlrt Stute Atlrttrnis.

trJtion r)f F('r( rgn l1\.h.r,rF( (5Alif:. [)R'\i-
{)usll kn()\r'r Js lhe Stxt( Adr)inislflrti(n]
ol I.)xr.lrangc (i)nlr()l lSAl:(ll). lirDits (nl

thc nunrlx'r ol srttlcnrcnl :lc(()ulls r li)r-
cign-in\eslc(! cnteerisc (l;lE) ctn lr)ld,
.rrrrl .r tciling .n llrt .tntottnt oI lirrt iBn

c\.,lr:lngc .r llr: rnJr ln,l(l l*f,rrt' I't'ing
()l)lig:lt((l l() (ll:rngc it inl() R.UII-nrr)

(()nlinuc lo vcx f()rcign in\,(sl()rs.

In pr.lclicr. tltough, tl)( lirlcign cr-
c'hrngc lxhnt'ing rcgtrl:rtirrrt is scl<krrn

cnli)r(cd. itn(l since lxtc l()t)J invcsl(,rs
Ir,rrr.,,n.orurtcr.,rl l'r'u dilftrtlLrcs olrturrr-

ing lirrcign currcn(') fi)r inrp()rts Il()rc
prohlcnlrtic. ltou'o'er. lltvc ltcn r'ttr'
retr(y s\\'ilps Iitr thc pttrposc of prolit
rcpllrixti()n. Son)c FIEs lhirl hlve n()1

lrtcn ulrL t,' lr,tl:tnct tltr.'rr rrrrtt lirrtigtt
t"rilr.rngr hur,r' lorrnrl it h:trrl li ) r( P.rll.rl('
profits. cven tlxnlgl) prol'il is consiclrtcrl
il ( ul11'nl il('(1)rlrlt ilcl]l-

l'ri()r to -l:rnuxrv l. 199 r. th( l'll(l
n)rinlllined r clrrul exclttngc rll( sl's-

t(rn. !\irh u lixr'cl oflicirtl trlc ln(l r
ll()Jling mtc rluotcd lrt tllc s\\'Jl) rrtirr
kcts lhc srr':rg,) nrrrrkct:. 5ct trP in tht:

llle l9l,J0s li)r lirrcign t.rch:urgc truns:rc

tions. lrllou,crl [orcigr't rrncl rloorcslic
firrnr to su'ap- llIllJ lirr ltrtrtl rlrrtrrr'r'.
I jrtlcr tlris svstcnl, (knlr(sli( lirrrrs u crr.'

rrll<,ut'r.l t(' rt.l:un pxrt,rl llrcir tirtlign
c\(lrJitgc clrnings in tltc lirrnr of bank

J((r)urlts ()r lirrcign exclltngr r;uot;r uc-

(r)urrts xt SAI:(.. ultilc |llis ({)uld rcl:lin
all thr.ir tirrcign cxchangt (jlrniDgs.
!:xcl) l()rcign cxchiln.(lc tlirnsllcti( )n rc-
(luirc(l pte-appft)val l)) tlr( kx'xl S.\l;(l
lxrnch V'hrn consicleling wlletlrtr l{)
lty'rprrrve lirreign exchJng( lrilnsirt.li(n1s.

SAli(l gxtc' pri()rily l() c\l)(n1'(nicntc(l
l'irnts.:tntl \\'Ir lll()rc slring(jnl \\'ilh
tlrosc sce,king l() inrpo(. liri exxnrPle,

l:lh:i tlrgclinS lllc d(nncsti( l1larkcl-
nrost notlhlt tlt()se in th( c()n:'unt('r
prrxirrr-ts sccltlr---<rticn Ii)un(l it lrilrrl t()

swxp lll\'lll for ltrrrcl currcncr', espcciullt
Nhen lirreign rxch:lnge \\'ils in sll()rl
supplv.

ln Jlnuxry 199.1. Itiiin8 unified lh('
tlrr.tl r. xrltrngr,' nrlc {vslcrrr. ulr n(krnrng
tlrt, olllciul firul t l,lt.tngt' r:lt(' Jn(l inrli-

xting J rn nJgcd lloal s)'strm fi)r lhc
RNll]. This chrngc cstahlishcd r l)ank-

lxst'cl orrr'ncl cxchangc trrding slstcnt
li)r d()lrcstie finrts. stilc lrllls c()ntinuc(l

I() ur,c lllc swrP I)itrkcls (s\\'llP [rxrkcl
li(luidily q'as nrlintaincd tllr()ugh lllc
funds pnr i<lecl lry thc hrnkirrg svstcntl.

l)(nn(sli( firnls, rllc:ln\\-hilc. \\'crc rc_

quired to usc clcsignuterl lunks kr scll or

ptrrclusc forcign cxchaDge. xn(l $'crc re-

<luircd to scll off all thcir lirrcign cx-
ch:rnge r.rther rllan retlio it. when hu\.

ing lirlcign crcltitnge, tltey ntr, clcd onll
prescnt lhc rclc\.ilr'll c(nrrncreial d(xLr-
Dlcnts () :l dcsiBnxlcd lrank ltnrl $crc n()

krngcr rcr;uired t() (,1)tilin prc-xpp()\'xl
fronl SAIIC li)r cir(lt lransa((i(n). Ills rc-
t:rintrl thc riglrt t. lrold llrcir ()\\n fr)r.

rign crrlltngr crtrnings.

In April l',)(r{. thc (:lrin:r \irti,'nxl Ii}r-
eign lixcl)xngc'l r:r(ling (lcntcr ((ifll l'(l)
\\'ls c\t;ll',lishc(l in Sh:urghiri Js an irlcr
hank Iirrcign cxr'hlnge trarling slstcnr
r|ilh r (rrrhcr l):rrtki. nirti,\rui(lc. l)r'\ll.l-
n:llc(l l'll(l firrcign cxtlrangc banks $crc

lx'rnlitte(l t() trlrle in thc inlcdtnk nrxr
kct t,r.rclju.t tllr'ir lintign t rtlt:tngc'P,,.r-
li(nrs r(,suhing fuin]l tltcir (Lrr(n(y trans-

J( ll')rr\ N'illt (l()trr('\lr( lirrrr\: li)r(i8n
b:rnks scrc rtllrs'ctl to tnt,.lc on lrt'lt:rll'
ol ttlUs. CIrEI(l Jls() intcgftrtc(l nl()st ()l'

(.ltitlir'j, ullll,,r \\\'rfr (entt.r\. r,.t{lll rt)t-

pror ing lir;uitlitr throrrghrrrt thc suup
n rk(t sYslctn.

l])' ]\lxftt l9(X), \\'ith lhe (()unlr!'s t()r-

cign crr'hlngc rcscn'es totlrling nrorc
th n S-5 hilli()n. l,R(, offi.i:rls initirt(l r
piLrt 1:rogr-rnt \\'hcrcl)) fllis \\'rrc xl-
Iorverl to purchusc rrnd scll li)rcign cx-
clt.rttgt' tlircrtlr :rt tt.ign:rtLrl lr:rnk* in

JilnSsu Pr()\'in.(. and rn thc citics ol'

Sh:rrrgh.ri. l)uliun. rrncl Shr. nzh,.'n. 'lhr.' 
1':r-

i,t prrrSnrrrr \\x\ c\l)Jnclcd rr) lhc cnlir(
.ountn on Juh'. L llx. cn lring FII'I\ t()

condutr lirreign c.\ahlngc tr:rnvr('ti(nr\ at

rlcsignutccl banks or su'lp tcntcrs. rvhich

hlr,c lrnlinrrccl t() ()p( t:ltc.

SoME sTxINGs ATTACHEI)
Vith thc crpensiorr ()l tlrc l)ilot pr'()-

gr.rrrr l.r.t .lulr. ( lrinu. t'rrntnr v c ir'-
li\cly lx(rrnc urnvcnihlc lirr Purp()sr:s
ol' tril(l(. ( (fllrin rr(ln)ini:ttr:ltr\,r' r('stnc-

li()ns ft.rD in. lx)\\-(\'(r. S(ntlc irltp(n1lut
fi'xrurcs ()l thc runt'nt lirrcign cxrtunge
s\'stcrll in(ludr:
. Separatlon of accounts l:llls nlusl r(-
grn lll their lirreign cxchangc hank r<-
c()unls r() S.,\ljl':. lncl scp:rr:rlc their e<''

counts atco(ling t() Ihc s()rrree ()l'
forcign exchangc. lilch I'lli <ln opcn
onlt onc sclllcnrcnt r(:(-()unt lilr lmdc-rr-
lxtcd re(clt)ts:rn(l pxrrncnti'. SAf-l- scui x

cciling on thc urnoulrl of lirreign cr'
change cach finn tan hoki irr its settlc-

nrcnl ir(('()unl ila('()rding l() tllc lrnn)unt

ol fic I'lEs pilid-in (rpitxl intl tnrdc rrrl'

Ihc Chlno Burlnor lcvlcw / tttlttt\ t1'1,1tun1 t')')-20



TIiE L()NG
AND THE SHoNT

.\rmrng thc lx,ncfitr of the s1'stent in
placc sincc.luly ltn(l fornlillize(l with
rhc Dc.corhrr I PBCXI rrnn(Nn(crnenl
art cnhlncul liquidit\, Jnd cxpcdicnq.
A lrlnsil('ti()n rlilh x (lcsignilted l)lnk
crn lakc less than x dxy, \\hercxs A

tmnsxcti()n in llrc plrst lhr(,uglr I s$'ap
ccntcr rrrrLrld lilkc !rp t() lt w'cck trr
conrplctc. Thc bank based svstcnr.
backed up h)'a nlrlt,nxi interbenk [or-
cign exchangc tr:rtling ncts.or'k oI
nr()re lllxn -l00 ,ncn1l)er hlnks encl
(()nnc\'ling Lir(ling c(,nt(r\ ln .li rli(,r
rilics. pr()\'idcs (()ntinuous rixahirnge

^l^i/(rr 
-\'l l rr/(,r' is ?sntL:ittlc cditor L,[

'l'he (lUR. -4aae .\l.n\rN )tt-!- .u(l. Iit\<:
k)r tf lbe (.bLotcil i a:l,ila ()pcrati) s.

tttkl lir' l;'tU. d grttrlutttL,'lu.klt t

lla\btt C()llegu s ltin.ot.( Itt'olrant dttd
linner ()ttucil n'sutrch a\risttotl. !)
tihltc.l b lhe prclxnutrnt ol tl',is .t|tick,.

llro Chlac BurlnGr lovlcw / Lrrkt\ tL t,1!ttn lt)t'-

rocuS

Lrnlc. Ii)reign t\chlrngc in c\ccss ()l ll)r
((iling musl lx sold to onc of lltt. cles-

ignatc<l henkr
. Annual inspecrlon Iir rpcn e lirr-
cign cxthilrlgc bank ar'<rrtrnt. lrn l:ll.l
rltlr\l r)l)l.rrn lr Frrnrgtt Iixtlr.tngr' llrgrs.
uuti()n (lcni[i(lte (fUR(:) lroor :iAljE.
I'i:rclt 1clr. Silil.l tlesignett,s ccn;ril't it(
(.,unllrlt fifltl\ tr, (r, d((l itnno.ll lhr-
sign c\(ll:rngt iDsp((li(ntr\ of lll lllis.
:rn(l strorl)s its lpprovel ()n tltc |ltR(ls
()l Ilr():'c thlt pxss inslx,('ti()n.'lltc
\lxrrlp('(l FER(. rnust tllen l)C prcscntcd
1( ) tllc l)xnk r)r s\\'ap ccntrr () (1)nducl

lirrcign cxclr:rnge lrxnsalcti()ns Iu lhe

l)xst. tlre inspectirrn focrrscrl on
shcthcr rhc lirrn prid in its crpital
r(nrtril)utir)n ()n sch(([llr. rcgislrrcd itll
bank accounts rnd l()ans lvitl) SAFI.
:rml fulfillcrl its conln<lurtl r\p()n c()nl,
nritorenrs. llltls thxt f:lilc(l to puss rhc
inspecti()n llild t() ()l)titin SAll(: xp-
P1r,r,:rl r,rr J Ir:lns:l(lir )n-lr\ -LlJn:.t('li(nI
hlrsis lo purt h.rse or scll frrrcign ex
chJng(,. lk)$'cv(.r, |ll.ls rcl)()n thxt firl,
lillrn,jnt,,f (1,r)trr('tuirl c\lx,n ('nlnrt-
tn(Dts ii r1() l()ng(,r e n fi )r.ed-SAt.ll
( (nllinLr('s l() <rrntlrrt'l insptctiorrs. lrrrt

ckrs not lrrk llt er(p()ns.
. Sp€edler currcnt account traosac-
llons F'l[s nrrrv halc virtually unrc-
slri('tcd ac((..,s to fort,ign e\cllang(r
tlirnsa(li()ns tiu lrarlc rclutcd prrrlxrscs.

tlx)ugh ((rrlflrls renlilin in l)litcc (x't axl)-
itlrl dca()trnt tre,rsit(1i()ns- l'r()\,i(lc(l th:tt
tlrt l ll. r .rn Pr( ^ 

(' Ih.rl llx tr.lt)\r( tt',n is

lirr tr:tr[' PrtrPr'sc. unrl lr.rs passccl rts

rrnnu,ll SAF-[ inspc('li()n. :rnr' flI cln
pur( hrsc lnd scll tirrcign cxcl)ilngc xt
eithcr u tlcsignatcd bunk or throlrgh I
s\\'irp centcr v, ilhoul SAF-!l ill)pr)vill
. Dlfferentlal treatment of doflrcsdc
companles and FlEs FIf:s cln kecp
llr(ir f()rcign cxchxogc in bank ac-
c()unts, up t() I ccrtilin linril, llr'td arc
sup1rcse.d t<l <lnrn rftrvn thc lirreign ex
chirnge rccount belirrc s$apping RMII
firr hlrd crrrrcml. f)(ulestic finlN rntNl
sell all their firreign cxchange earnings
t() lhe banks ds so()n as tlrcv arr re-
ccivccl. Though l'lEs currcntly ruain ac-

c(\s t() f()reign exchange swap cenleni.

domestic limu can t.ondlrct l()reign ex-
chJng( trrn\lr(ti()ns (tnly $'rtll (l(,sig-

nated banks. It is only a tnlller of time,
Ixr*cver, lxf<rrc the swap aent(rs arc
rrplitcc(l ('omplctcly bv the bank-l:rasc'rl

fr rrcign txchlnge tu(ling svstctrl.
. Cefltral bank control over fodgn
€xchan*e suppty I)( \rgn:rl(1i (l(ul(sti(
anrl firreign bxnks (l(ling ()n lxjlulf ()f

l,l]()C) condurr lirrcign cx<hengc tli ns-

rL(1i()r'ts uith ((n Panics ln ir(lditi(m t()
firir ti)rt,ign txr'lungc tupiul lntl irrter-

nali()nxl Ix)rro\\'inll, tltcse hunks :rrc :tl-
It\trl t< kt'r.lr :l l.cfl;lin Jnxnlllt r)l't,r.
cil.p cx(lrxngc as sorking (xpilll li)r
[rrrcign r. xclranSc tmns:lcti(nls. hut rn]'
li,r(i8n (\(llJnI( cxr.r'ctling tlte rcrhng
llru\t h( \r,ld t{, Pll()C llr(\. (l(:,ig-
n;rtccl banks crn also lrrde in tlrc inter-
lxnk li;rcign ex(hangc nlarket. l,llo(l
rctilirls thc righl t() i,rt.nenc in the inter-
l'rank nurket t{) st:rbilizc cxchang( riltcs.

Cuneno/ coovcnibility hils kmg l{ln
a significlnt risk factor lrrr tirreign 6mrs
.onsidrring doing husincss in (ilrina

Thc new systcnt shoulcl llleviatc somc
\t()ffies, ls il citsa's ()r renn)tcs prc\:i()Us

reslricli()ns ()n cLrrrencY conversi()n li)f
tadc an(l p()fit rcprlrilti()n. llul (,hines(,

olhciills ft.ll'l1lin rclu(t;rnt k) dinlinirte tltc
lxst vcstillcs o[ ft,rcign (]ichrngc (ont(r.
nerncly. rcgulittory expon and Iirrcign
extlrangc lxlant ing rc(luircnrcnls. 'l'hxt

thcsc contfi)ls remilin inscribc(l in in(lui-
trill Bri(a (l()rs n()t ncccss ril) indi(urc
a (lcternrinrti()n to kccp cxprrrts high.
hul mly be to providc securit) slt()uld
thc country cn('()untcr halanr'e ol pay-

mcnls pr( 'l)lerb Vhilc Chine s lirrcign
cxr'hlngc rescn'cs srrqussecl Sl00 billon
in l()")0. rt rs ;xrrrihk tlut :rn (('ononri('

dounlum or sr,tclclen lirrcigr exchungc
shonagr could p(rnpt thc E()\'crnnrcnl
to usc thcse JdlninislHtive l(x,ls to limjl
RlUl) convrnibility.

rxlc qu()ling xn(l Crn xbs()rh f()rcign
exr hltngc lnlnsxcti()ns of alnrost lrny
sizc. llut lhe cnhanccd li(luidily rlf
f<rrrlcrl by thc nc\\' syslcm ln;l)' l)c l)ar,
tiullr ollxr l)\'th( re(lu,rcrr(,nl lh.lt li)r-
cign exchilngc pLrrdtxscrs usc lr single
drsignatccl hnk. If lrlnk c(nnpctiti()n
is stillccl. sLrch r rcrlrrireorcnl (orrl(l
me:rn hiSh fees lirr p<xrr scn'ice.

I:()rcign l) nks hlvu rvcltometl thc
,n()\'c k) ()[[iciirl clrrrcnt n(c()unt RI\lB
c(xlvcnil)ilil) . Prcr iousll, firrcign hank
l)mnches in Cltina s,crc onll allorvc'tl to
purc lrase forc,ign (uncnc\' fi(nn frll]s
rtncl rescll it on tlrc intcrbank nlarkct, or
lo xct irs l)r()kcrs tt lhc sq:lp ccnlers.
Sinlc thc pilol progrxm bcgan llst
Manlt. m;rny'f()rei8n l)ilnks li(crL\c(l to
()pcrxte in China have hcen sclectc<l as

<lesignated forcign cxchange brrnks.
With this dcsignxrion, rhese hxnks arc

txnnilte(l lxnh to purchase errcl sell [<lr-

eign cx(hirnge. d) n()t tquirc prx)f (rf

SAFI| appr()vrl k) c()ndu(1 lt f()rcign cx-
changc trxns:lctir)n, un(l cllu ('arr t.. out
forcign exchlngc lrinsa('ti(nts for FlEs.

During thc pil<l program, more thirn -10

fbrt,ign brnks in Shrnglui rcponctlly
werc rpproved ls dcsign:rlcd forcign
exclungr lunks.

(lhina s li)rcign exchangc re[orms
mav also pave the rr,rv I()r f()rcign
lr.ltrk\ Ir, ('ondLr(1 1,,(.rl (urrcn(y lnt\i-
n(s\. whi(l) i: \{ k) hcgin on xn (xlx.ri-
mcntrl b sis in Slunghais l\r&)ng Nc!\,
Are:r s(x)fl. In lhc mcirntinlc. FIES \\ill
Iikcly Lrsc a full scnicc dorncstic lunk
lrtctusc of lhe rcstricti()n ,ll()$ing ()nr
selllclncnt a(counl per firor. Currcntly,
forcign lr:rnks lrt'rnrtd to r)pcrltc in
China:lre n()t alkrwecl Io take RMII dc-
posils or pr()vi(lc RMtl klirns. though
thcy irr( p(rnri[cd ft) k(cp :l (cflain
am()unt r)f ll\tlJ k) facilitate f<rreign cx,
change iirnsactions. Thus, dte ability of
foreign banks to ope te a full rangc of
bank sen'ices, on par with domcslic
trnks. is incrcasing. hut slowly.

-Ki'xten 
Slll,5lel



iocus

llutt.l' recenl reform.r urc

not,irtli Cihirtu s Jinartcinl $slent

in lhe righl tlireclion.

v('\lnr(,nl Ihnk Ilur Xix Iirnk. ;rld I'lin
Slrr.ng Iirnk-Provid( sen i('cs sir)rilxr l()

S()(:lls. I:\c(pr li)r l](Xloll in(l (.111(1.

oationll trrnnrtrciltl bltnks :tre ln:c horrr
(li,(.tr SI.ltc (-(,trn.rl contr,'1. Iltr.'.r .ir
lrunks scne Pr'irrarill tltc privrlt(' seatr)r

lrncl tcntl lo lcnd orr rrrmnrtrciul lcnns
llc(llus( tllcsc nltiu)ll a(n)rrrlert'iirl l)Jnks

gerrerlllr pror iclc llr( s:lnlc s(rri(cs Js

S()(ll}i. l\rr urorc clficicntly, tltct shoukl

PI.r! lrn rrt.'(,.r.intlt i,tln,,rl.rnl ll,l( ln
(:llinr's linln(iJI se.t()r.

I Regional banks Regionrl brtnks.
rvlrrr'lr,.rn lTr,,r,'rtlc l'tn.rttri.rl rcrr,rrt.
$ithin tlre l'xrr<lcrs ol their respcclivc re-

tr,nl:. Ir('.rr s('rrlc Ir,,lr, )-ltrl,linS rr'.Ponsr

l)ilitics l)ul urc heconring in(rclsingl,v
corrn'trltiulizcd. Shcnrhen I)cvci)lnncnt
It.U)k. l'ju(i,'nE l)( r('l{,1)nrcnl l}.rnk. Iirlirtrr

I)cv(l()pnlent llrnk, lnd (;u.lng(l()ng I)c-
vrl()pllcn( Ilunk ell offcr conrnrerciul
lr:rnkinF .('n'r\(js in tlrr'ir l,r,rl tr.rntlrist.
(lllinr l\lerchxnts l3ank. owned b,v tltc
(:hirx \lcrchints Group. hus a sirler l)itnk

ilr ll(n1g K()ng rtncl olli'rs nurinly tlrdc I'r-

N()l surprisirlgly. non-Slitte nationul
.rrrrl regr,,n.rl (,nr)nr(1(t.rl b.rrrls h.rrc .rE.

ni[icxntlv outl]cr1i)flDed SOC]ls. l]clwcrrl
1y)l-9-+. n()n slxlc l)rnks relums ()n xs-

scts (lt()As) $crc. ()n averxHr, l.J6 Pcr
((nt.rllc lx)inl5 lrighcr tltan llre ll()As fix
S()(-Us. I)uring thc sumc pcritxl, non-
St]re lunks rljtums r)n equity lll()l:s) l\-
eragrtl 7 pcrccnlngc l)oinls highrr th:[')

the ItOl:s lirr s()Clls Tlrt t()Lrl l(,)9r :rs'

scls (r'thc 10 nxlknlll ancl tcgiortltl corn-

r)r( rr i.rl l)irnL\ (( \rlu(linS tlte .rrrinH:
lnnks :rntl thc re('(ntly l()un(l('(l Nlin

Shcng li.rnk). ll(rNcvcr. t\'r're ()nlr 9 p(r
((nl ()I llrr k)l) li)ur S()Cll:' ilsscli..

! Savings banks (:lliru lrus onlt lno
rr.ri,,r s:rr inH\ l).r,lk\. \'.rrrl.ri I l,,u\in,.l
slvings Illnk und ltenglrtr II(,using S:r\-

ings l):lnk-l)()tlr ol u'ltitlr littrs spccili'
(lllr ()n lir(ilillling tlrt oogoing relirrtts
ir tlrc lr()using mrrket Ilrc princip:tl
llu5in(,\\ JCtiritics ol tltr lrrtnks intluc['
r:ririrtg lttntls lirt' ltorrrt crrrtstntclion :tncl

I)()n)()ling lt{)trsir't!: rrlirrnt b\ I)r()\ i(lin!I

!)\\' inrcrrst Dl(nlg:Uc llnrn(inll lin in(li
rirhrrrl. rrt llrtrl rt:'lrcrtirs rilrt.. Il)( \'.rrl-

t:ri rrntl Iltnglru bunks. hrtlt (slJl)lisllc(l

in 198i, lrxve grcrttcr indel)cn(l(n(c tllxn
S( )(-li\ irn(l :rssunrt solc rrsp()nsil)ilitl li,r
prolits, Irsscs. risks, :rncl lirlLriclitl. Thcy

lrr,:rr sorrc re5( rl)l)hnc( t() \\'csltrn-slvle
l)uil(ling s()eiclics, lln)ugh (llrin:r slill Lr(ks

x li)rnllrl ()r lcgul slntrturc lirr strrlt orga-

rriT:rli(nr\

I Non-bank flnancial lnstitutions
(NBFIs) The rnor't p()sitivc trcnd in
(lhinls lin:rnciul d(\'clop!Icnl in rccenl

)('xrs hlrs l)r'cn the grtxrth ol hltnks lnd
finlrnci:rl ir'rstittrtions thrt ilrc ncitl)er di-

rutll contrrllctl l)) tllc Stxl( Cr)lrncil n()r

linrn(irl lgcnls ()f s()lis. 'llrc (nr('rgcn('c

in rcccnt )!'lrs ol ll)csc Nlll'ls-in(luding
t,-r)st ln(l inlcslrDent (()q)()rxti(rrs 1 l-l(:s).

lunrl Lrrlren end ntral credit (1x)Pcr:tli!'es

is :rn indi.xli(nr lllxl spc(iillizxti{)n irn(l

a(n]lpclili(n'r in (:hilil s finlln('ial r'cat()r tlr(r

()n thc rise. V'ltcrrus lltt S(Xllls ilre (lc-

sign,-'d :rnrl ()rglrnir(d nlilinlv l() scr\'('
()nlr clicnls \\'illlin tlrcir rcspcctivr' indus-

lri!5. \lll;ls lrc snrall encl ninrlrc cnougll
t() (hirngc ir) llrnc t() tltc ncecls trf tltc
ca()n()rl\" \\'h(lhcr l11' otlcring insureocc

prrrlLrcts or scn'ing snrall lrusincsscs. As

Nlll'ls cxl)xn(l in thc (urting )cirrs. tllc)'
erc horrntl t() intr(,ducc nc$ Prodtl(1s
lrrrd srn'itrs llnd st:lrl c(nr)pding li)r tl)c
ausloln([ l)lscs ()f tl)c cr]{)nn()us S()Clls.

Snull crcclit ((x)pcrrlivcj, are grlclualll
Iting convcflccl into comnrerci:Ll Iranks

to scn c snrall ilnd rrcdiunr-sizild a(nrlpJ'

ni(s ar thc krtal lcvcl. rnd mlny art
n)(,rging \\ith cech r{her anrl cxl'rlntling
thcir range of linencixl ser'"'i.cs

so(-lls' shlrc (; nrti(nrirl householti
cklxrsits lill li(nD 85 perc(nl in 1994 l()

rhrut -i pcr.(nI hr'!carcncl 199i,:ts
rrrrr'r' rrrrel hortsc'ltokls ()plc(l l() cnl(lsl
llr(.ir t)xr1cr 1,, r,tlt(1 finirnr,.ll rrl\lrltrtiorrs
srr<1t ls'llCs lrnd udran end ntrtl crcrlil

.(x)pcrirli\c5. Sin.c llle rnicl 19lt{}s. x('
cortling to I'ltOC. ()u8hly 80 pcr(cnl ()l

rrr.rl lt,,tt.tlt,,l.l. h,rvt' lrt'r'tt cl,'tng lrrr.r-
nsss wilh ruill (rc(lil ('(x)P(Iiltivcs.

-l l(ls (n)( rltrd irr thlj crrl\ l9tJ0s.
nlrinll'lo srrt'c n)\,''nship xDd villilll( ('n

I('rPr i\( \ ,rn,l .rtt.tll to rnt rlrrrnt-.rzt rl I:ri
r:rtc :rntl collcrtivc rrrnrPltnics.'lltottglt
lur'king olficiul lcg:tl r116nition and gor-
rfni11g r!'I.arrlilli()!rs. I'l(]s (trrrurrtl)' ilrc rll

1,,\\r'(l t,r lt,,l,l tlrnt (I(l)r,i.iI. ,,I 'i\
flr,,ntll. r,r rr,'rr'lrorrr Ilr( 1,'ll(r\\rr)g inrl,-

lllti{r1s: Slirlc ltncl Plirulc cnlcrPair'(s. lrtlsl

lirnds ol rrrrB,Irtc linlnciel r[1r:tnmcnlr.
lllilli\lD lIlr5l irrnrl.. r'r'.u.rtrlr lrrnrls,'l' rrr.
cnlrfi(' ir)\lilulx'n5. llln(l\,,t- \.lri,,lls \,\i_
clies iln(l li)rrn(iuli(nrs, ln(l enterl)fisc srl\

i,rgs ()l :rl lcast Yl r)rilli()n (Si]0,rtil).
I'rx,r r,) l,,,ri. \ltl l. u('rr' lx.rrrl\, r

urlvccl in tltc trnd(rgr()trn(l l()ilrt rDlrk(t.
In April 1995, rn thc \\'Jk( ()l l:urpxrlt il-

lcgul Ir:rns lnrnr Stltt l)xDks \iri \l]FI\ l(]
privxt( c()llll)rrnics, l'U()(l prollil)itc(l
r'onnrcrc ilrl lr:rnks I-r<xtr ()l)erilling :rn(l

o$'ning N[]rh. Givcn hoth thc irl)scn(c
ol lcgislrtion sltci6r'ully g()\(rning \lll:ls
.rntl rl)r' rlcr cntrrlrruJ n.llLrrr,'l llr(rr
Iirncling sourcts. NIlljls. iul(i cspr:ci:tllt'
'I'l(ls. lttcl lxrrrrne r nrcans lirr lcr-rclers trr

c|lrde ct,nlr.rl crcdit a(111r()ls xn(l (Ir()(rls.

li)r e\rrnplr, in 199.2, illc!l:rl l():rDs l)(
l\\(,en Slirl(, h:rnks ;rncl Nlll"ls t()tirl((l
S2J.-1 l)illion ( l0 pcr.cnt oI Iol:rl Stutt
b;rnk Irans). .rnd 67 prrccnl {)l th('sc
kuns cotrld n(rt bc rccrllrd. Surlt k;:tns

$'cte nrl<lc !ix Nllljls tllll \\'cfe oltnerl
l))' S()(:lls. Illcgul krarrs hud ltcornt so

rllnlpxnl l)v 1995 lh1rl PI]()O r,r':ts firrcctl
() gr.lnr S1.l billion in cnrcrgenr.l crcclit

r() Srett. b:rnks t() [:l(ilililtr llle s({llcnlc,rt
pr()cess. sincc Beiiing irnpleurcitttd tlte

l)xn ()n Sllrrc lxnks ()\\,ning NBI:ls, thcsc

instinlti()ns hulc stltnetl to lirus on clc.

vtl,'pirrg tlrcir lln,rnr i,tl :ulris,rrv .tnitt.
lrs ir )c:r,ls ()l incrcilsing lll!-ir rcvcnuc:'.

I Joint-ventur€ banks As ol errrlv 1995,

irlx)rrt 30 j()ir1t-rcnhrrc lunks $crc opcrltt-

ing in (:hina. 'lltesc lxnks ilre principxlly

Irr,,l\'(LI in nr','r'irlng rtrt r,l[rrtt .tnci rrt

vestDrrnt l)rnking scniccs llnd lrrde [i

nilnce li)r lh( noo'Stlltc sc('t()r. .J()int-\cn-
tu rc Irlnks-whiclr inr.ltrrle Xiarncn
Intrrnulionul ll.rnk. cstithlislrcd in l9llir
'lri H1!r lnlcmxti(n'trrl IJlDk, l Sino'l'ltli
venlLlrc: und (:hinil lnlcrrutk)tlul (:ilPil:ll
(i)[p ((]lC(l). x i(]int !(nlurc l)e($ccn
trl()rgxn Stinl(r'(;()up In( :tncl thc Chiut
(i)nstrtrction lirnk hclp lrlrnsler int(ml
lir)nxl l)rnking pril('licc\ k) (.1)inu.

I FofeiSn banks 'lhe l)cst lx)lenlirll
s( )urcc ( )l c(nr)pctiti{)n li)r (lhinil \ d(ntrc\-
ti. l).nks :[c rvlrolll lirrcign-r)$ncr.l
banks. rrhiclt lra,,c incr('.rsccl tl)!ir l)rcs-
(ncc siUnilir':r1tly sin(c (llti,)l tirst
olxntrl rt< lrrt.ltt('r.tl \(\1,,r 1,, l,,l(t].ltl
lr.rn!..ing rn llr( ('.trl\ li)t1rr\ l,),( r)tn

l'.rrrk:. .rr,. Pl,r\inF .rn rrrrln,flllrrl r(ll( ir)

thc orcflrll nx )(lcrn irrrt ii )n ol tltc sc(trrr

lt\ l)ri,)l.tilli rtu rrlern hunkittg t(( lr,r( )l( )g\

lrnrl Pftr<litcs t() (lhirla (ltlrrcntl). I I

(itics in (lllinJ irr( ()l)en l() lirreign hrtnks

Itr Chlno Burfnc$ lcvlow / ht)tttttr\ t,l,tt,tt t t't)-
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range ol financial services :rvailable in
China. nrost hxve rexlize(l returns of
nrore thiln 70 percent $ithin their first
three )'cxrs o[ oJxjration. Foreign banks

ahc-r-tax pnrfits in l})5 rerchcd $I40 mil-
lion, irn incrcxse of 50.5 pcrcent over
1994. The r:rpicl increases in rctums crn
be anributcd lo innovation Jnd the int(>
duction ()f nc$' b.rnking proclucts, the
.rlrrliry to pnrride hcttcr finan,'ral servires

tlun thosc olfered by k)cal hnancial inst!
tutions, rnd thc advantages afforded hy
preferentill tilx treatmcnt. According to
PllOC. foreign l'ranks nos,clairu 25 per-
((rnl of th( lrudt. finenr.c nrrrrkct in China.

The structure of capitrl re<luirernents and
prohibitk)n rgainst conduding ,'eam libi
(RMB) business. hoq,erer. has me-Jnt thrt
u holly foreign-owned hanks inconre
from fees-frorn such services as p()vid-
in8 guamntces and hanclling foreign ex-
change trrnsactions ancl letters oI
credit-has lxcn greater than from lend-
ing. A nluch-awaited expcrinrcnt, how-
cver, is sel to lxgin s<xrn in Shanghais
I'udong New Area in which lllloc-autho-
rizc'd tirrcign banks will l)c irl)le to cn-

I.rgc in Rlll, husincs ()n(c lhc expcri
nrcnt hegins. it qill he trucial for thc

An inreasingnumber of

al ter-na tiu e rtrwncia I irclitutioru

haue begun to emerge oua the

past 15 years.

sclecte<i f<rreign l'ranks to perfirrm wcll.
Ii) the extent that China's rnonetary offi-
cials are able to use fionelary polic)'
trxrls rather than irdminislntive means k)
cr.lntrol the economy-ancl the scope ()[

the creclit plan ciinrinishes-f<rrcign bank

PirniciPrti('n (Jn l)c exPe.l(l1 k, gr(,$

A HEAVY BURDEN
Despite the cenlral govemmcnt's com-

mitment to the reform and diversification
of China s financial sector ovcr the pasl

15 years, seri()!s problems renrain. stefil-

lning largcly fnrm the skewed con(entm-
tion o[ inelEt icnt anr-l p,nrly ;x.rfrrrming
financial resources in the State sector. Fi-
nlncing thc StJtc sect()r's nrassive ac-

crued losses is a formicilblc task for
China's So(:lls lncl central g()vcmmcnl.

"Ortr I -i0 icnrlrng cnmfxrnics ftom ananl the u,t l, ificluding AT&T, Coco Co&o, Qeneral
Ebctric, Qencrul Motots, Ctnnniru Engine , anl Kjn$et$.Cla* from rlu US Aate lrrar-
ed, in tle BDA. We do v;hauler we can rr fu/p lrrar businesss sra:ccss/til1 lmarr ar quicftl.v ru
pr;ssiblc rlrlA rfu wrnld s hol)ngcompanres drealr in dre BDA."

0 0 0u B D

httrr/w\ \.Lhina-s indoq.com/inrdhlry'main.html

DnaU w. Vollmtr, President
Beijing Development Arca (USA), lnc.
Washhgton Mutual To*er, Suite 2tt50
l2Ol ld Ave., Seattle, WA 98101 USA
'fcL +206 621 6570
Fax: +206 621 6t7l

The Beijing Economic.Ti:chnological Development Area (BDA)

WHY HAVE SO MANY LEADING COMPANIES CHOSEN BDA?

llrr Chhc Burlncrr Rcvlcw / ktlukt\ lil ttu't ltx)-

and tlrcir branches, tln)ugll thc vast nra-

iority ()f tllcsc banks are <oncentr:rted in
Beiiing. Gurngzhou. and Slunghai. Dur-
ing lg()i. (jltinr .rpProrr.rl llt fr)rcign
hanks, onc i()int-v!,nturc investment
bank (CICC), and J13 representative o[-
fices of lirrcign-fundcd linanciil institu-
tions. As Clrina liberalizes funher an<l

frrreign banks hegin to rcalize the vast

fx)tential ()f thc market. the importance
of the Chinr market f<rr lxnk sharehold-

ers is likcly () rise suhlitanlially. F()r ex-
ample. if f()rcign banks *ere to ukc a 5

percent share in the Chinx l)anking nlar-
ket by 199t1 (aclmitteclly an unlikcly
stake), ancl eam an xver:rgc nct ROA of
1.25 pcrccnt. nct profits tlut year would
t()tal $1.25 billkrn. accorcling to invest-
ment bank S.G.'V3rburg.

As of ycer-end 1995. there were more
than 100 foreign bank bnnches operat-
ing in Chinl, including Citibank Corp.,
lJank o[ Arncrica, Bank of Tok-vo, San$,a

tsank. Standard Chartered llank. lnd
Hong KonB Shanghai llanking Corp. The
ilssets ol thc operational foreign l)xnks
and finance c(nupanies in Chinx reached

$19.1 billion. kuns reaclretl SI2.7 billion.
and dcfx)sits hit $3.1 l)illion in 1995. rc-
countinB li)r 2.5 perccnt. 2.1 perecnt,
:rnd 0.5 perccnt. respectivcly. of these
clltcg()rics ol tlte Chinesc financial sys-

l(rrr ('\'(r tlr(' ..tttte fx ri,xl. I lrt thrct rn.
(lices rcgislercd yexr-()n-)clr gro$1h ()l'

61.7 perccnl. 68.1 pcrccnt. ancl 26.1 pc.r-

(enl resl)c(livclv in 1995. x((r)rding I()

l'llOC. -lltc 
rrnnuill gr()\vtll nrtes o[ tlreir

l()txl ssels :rnd loans grcxtlf c\cec(lc(l
thc :lvcrlge gr()$th rJtc ol Chincsc
banks lsscts and lolns. intlicuting tlrlt
their nulket sharc is expunrling.

.lapanesc hlnks harc lncn espcci:rll1

rllagrcs\ivc in (:hina. xn(l luvc cstablishccl
ntore finuncial inslituti(nts in (lhina th;rn
h:rve Il()nli Kong and US l)anks c()n)-
l)ined. Likc other ti)rcign bunks,.fapanrsc
benks tcncl l() sel up ()lx,tilti()ns in plxccs

\\'here their clients invcst. In:rdditi()n t()

r'uPP()ning (lircct -J.Pllnesc invcstnrcnl.
nruch of it in the fornl ()l'l()int ventrtrrs,
tlley h:lvc I)()vided nrrnrc()us l()ans li)r
mxior Stilte<)Nncd cornpanics. especiellI
in thc pou'cr generali()n. slccl. tnd pctr(),

chenicul inrlustrirs. iUxnv ()[ tllcse bxnks.
howcvcr, lrrc now facing sqrious loan re-

paynrcnt pn rbltrns.

Altlxrr.rglr foreign l)anks in (lltinr cxn
pnrr-ide onl\. illx)ut onc tlli(l ()l lhe t()tll
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a BDA .,,mnrcJAugrlr 1994 hr thc Sr.rrc ( ),rtocrl ,ri Chnra r. tht ntwcsr Sprrrl Ucrnomrc-
Tcrhn,,l,lreal llvtl,prntnt Zont (ETI)Z) m (ihuu

a BDA rs I, trrd 17 kil, rncrrr' llm & 1urs ' e rtv ttnte r rt thc irln ,rl rhe ncw & ijina.T,. rl'n.
Tanlxu F.xlrcrsway, ,,nly t' ]0'rninuIL'Jri!( li nr' (}prral lnrcrn,rrrt'nul Arrport, l5- nrrnutrs fronr
thr tlrrrinl Frtight Rriln,,r(1, rnJ 90-minutcs hrnr XioHl{ins l,,rt (( lhinn's seconJ lrrscsr port)

i BDAlrn,.r;,,rlitLrsi,frhtSr,rtcrnJthttlr!,ursN{,ni(ir.li\tohrrrLlrnrht"rrrhcnrprnof
fur1urg.r mJcm rnJuvrr.rl ,ienrcr rnJ :rrcllut t rrr rn ,ur rrcr ,,i Sr.\'l t! ,q. km. uirh .r 3'pulatrrn
,rl 4.\.(\! r,r 50t1.&t

O BDA pn rrJts easv acets' r,r ,r nurker ,i .r cr 2t\ nrrllrr,n pt, plr in .r rcghn rhar ;rccorrrrr. t,,r Lr tr
I l'1, ,,t (;hrn,,'s Cl)P

t BDA olfcrs prcttrential policies, inclur}ng rax holiLhys, ro corlp,rnics locnrins iD rhr Fl)A
t BDA, thr cl,xcv ETDZ tLr rht capitrl,,rttlrs ra1 acccs ro thr: g,rvrrnurcnt antl worl.l.chss liring

rmcrrrrc., rnchr.lurs nrtJrrrl l,re rlitrs rnJ rnrcnr:urnrl <h,r,l.
t BDA u uh lrr'r jirrr': ('!.r ?O uni!((,r,.' ,,nJ .,,llrss - pnr rlc' .rcccr. t,r rhe hrrot ru,l .,i

.krllcJ l.rhrlrnJ nrarlrt,,l.Juc:'rrJ ro,r{niLr. nr (lhro,
t BDA oticn rhe hest lxatr,,n l,,r l,usrnt" rn.l lrlrng ofany ETI)Z rn t)hrnl

FOR MORE INFORMATION, II{CLUDING A VIDEO,
CONTACT WITHOUT OBUGATION:

lohn Y. Zhans/Paul W. Shi
Invrstment & P(,motion, BDA

It{ Wanyuan Strret, BDA
Reijing | 0O076, IlR. Clhina

Tel: +tt6 10.6?88 1209/-67llu l1O7
Fu: +lt6 lO-6788 l2l0/-67tatt I118
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In 1978, \\'llcn the rttirllls lrcgrn, (lltina s

l, n.rl r nrtsl.rnrlir)!l li,Jn\ \\'( r( S} lrrlli, ,rt.

or alxrur lr.rll ()[ thul ]ciras (;l)l'. In 1995,

t()lxl ()utstiln(ling Ixtns r|cre nr()rc lllrn
it,t)O l:illi,rrr .rhI,,{r (.(l,r.rl ro Ih.u }(,.rri.
C;l)P. li)n!.nine pc('c,rl (70 percenl l)y
prirJtc cslin)rtes) {)I SOI'ls Iost nt()r'tt!'

.rntl strc rrn.rl,l, l,, I).r\ llr('rr (l('l)1. irr

I995-rlrulrle thc nun)l)rr of s()lis
rcc()ftling l()sses in 1981.

(;()\'crnrncnl te\renu( :ls J l)cr'( e nlll l.l('
()f (ll)l' ( ( \clu(ling l)()rr()\\'ing l'r()nl

.rl)r()lld) \\'irs ll pcr(cnl in I95. ltrrrrrl'
ing to ollici:rl I)llc s{)ur(('s. :lnd It:rs (lc-

clinc(l (nr llreflge l))r xln)tlt 5 5 t)('rccnl
pcr y('xr sincc 197t]. 'lhus, ()vcr thc l()ng

lclnt. 1.i()\'ernll)enI l1-'sour-acs \\'ill n()l l)c
suf6('icnl t() I)1rV d(lx)sil()rs :lncl l)rnr(l'
l)()ldcrs il s()lis xrc n()l \\'illing or xl)lc k)
scr.\'icc tl)cir (lcl)tl', n()r $ill tlre !a()\'crn
nrcnl Ilc xl)lc t() lrilnsli'r llrc P()l)lcnl ()l'

6nrn(ing S()lls lxck to tlrc l)udgcl. 'lllc
g()\'crD,ltcnl is likel)' k) grxDt lilllc (l(l)l
relirl in lh( lirturc, bLtt instearl totrkl
pressurc S()(ills (() r(l-inan(e x lxrgrr
slurc ()l inlcrest pir\',ncnls ()n ()l(l S()l
detrt. Tlris. in turn. s'oultl rcclrce thc licl-

uidin ()l s()(llJ p()nf()li()s ilnd mc:ln th:rt

sOCU p(,nli)li{)s ()f l()rn:. \\'illr n() nr:llu-

rity clxtcs u'oulcl grou rttrlrc burdtn-
son1c. llr( l\4inistry ol liinNn(e llirs ill-
lorrrtl tltc S()CB l() $rile off only I
percent ()f lhcir n()n-pcrli)rruinla l()Jns
per ye:lr.

Of Olrinas 102,200 induslrixl SOlls,

only 8.(xX) (lJ pcrceDt) are flnclamentally
vilblc enterprises. x((()rding t() thc
Virr It:rnk. Ol tlrc 9.r.lllo renl.Iinrnl.l

candidltes Iirr bankruptcy or corp()(ltc
trke()vcrs, (mly 474 Ilxvc lten idcntillccl
by the <cntral g()\'crnn)cnl for lxnk-
ruptcy sin.c Novcorlxr 199-t; of thcse,

92 havc gone l:rankmpt lnd 16l Inve
initiatcd l)ilnkRrplcy pnrecclings. An ud-

ditionrrl 2,000 SOEs have irpplicd li)r
bankruptcy since 1995, of which lrall'

have llreld,v been clccllrccl banknrl)l.
leaving an cstimitcd S7.5 billion in un-

collectihlc socll deht.
\ hilc l)ankruptcy is onc solution firr

many SOUS, ir PBOC suNcy i,l carly 1D6
found tlut SOCBS rights nnd thc dcl)ts
oqed to them were n()t lx'ing protecled

properly in SOE bankruptq procecclings.

SOClls ilrc trcated xs rcsidual claimants

rather than credil()rs xnd arc thus unahlc

to collecl on Suarantecs ot nrortSaScs

given to the SOEs. V idespread bank-

ruptcy, ()r clcl'{ canccllations, rvoul(l tirr-

lllcr erodc SOCIls financirl c(xrdition, xs

tlre banks l.rr'k il(lequ.rlc rcscn'es l() c(nll_

pensatc lirr such krsscs. ln such a stc_

nirio. S(Xills would require nrassivc te'
cxpit.rlizlli()n, whicl) 1he centr:ll
g()vcrnnrcnt ( urrenlly .xnn()t afti)rd l(]
undertirkc.

Other restrlls ()[ llrxt'\' Slrte in\'()l\'c-
nlcnt in lhc llll()(xtion ol clonrcstic ca;tital

irr Clrinu rrr'C i:rprt:rl lliglrt J (l "( rcirtiv(

invesling. S()nrc Chincse invcstors h c
.rrr.rght u.r!'. l(, Pr()l(('l .ln(l r)lJ\inlir('
tlleir rctLrrns l))' invcsting thcir ctpit;ll
illx)xd ()r rc'invcsling it in Chinx xs li)r-

e ign cupitul. 'l'l)e Inter,1.l1i()nirl Moncl.u),

Iirnd cstin)illes that cr()rs un(i (mrissi()os

in China:, niti()nrl actrrunts reached 5-l(r

billion in 1995-ilh()ut.l pcr(cnl ()l
(lhims l99i CI)P (thc strtr Adminis([r-
tion ()l li)rcigrl Exclrtngc lrttcr revisetl

tlre figLlre t() $17.8 l)illi()n). 'IItc anrount

.rrrril)ur.,(l k) _cfl()rs .tnti,rrttisrirrns is

c()ornr(rnl!' unclcrsl()()d t() rcprcscnl
.rountl-lrip cupital, or crtpital that lelvcs
China sirlply to l)c rc-invested in tllc
c(runtr)' rs lirrcign nttxrcl, thcrchy ob-

teining lirrcign investmcnt tlx hreaks. An

esti!11.llr(l .15-J0 percent ()[ lireign din'ct
investmcnl in China is rotrncl-trip capitll.
Such .lctivity sc^,'es ls 1)owcrlirl evidcncc

that Chinas financial system and incen-
tive infrustnrcture arc unilhle to alkx.ltc
all of thc country's avlilxl)lc investmcnl

funds, rcsulting in ec()non]ic krsses. Ovcr
ri,lls. il\ rotnpelili()n li)r (ilpitJl inl(nsi-
fir':, uncl liquidity ol rl,)mcsli( asscls in-

crcases. Cllinas financial institutions will
necd to nrcdiate invcslmcnt nrore effi-
ciendy if thc c()untry is to nr:lximizc ec()-

nomic growth and devek)pment.

MovTNG
()UT OF THE RED

lnctficient invesmrcnt on thc prrt of the

SOCI3S, rrising largely lrorn Sl:tte-dire(tcd

loans. lus l)r'en a significant drag on thc

PRC cc()norn)'. Since l9ti2. SOCBS non-

perfonning (lcb$ and inelncicnt SOES (as

ncasured l)y thc annual ctrmuletivc value

of ntxr-pcrlirnning debts ancl surplus SOll

output and inveslmcnt) have reduccd
Chinas (;l)l'. ()n avcrage. hy J per(cnt
per 1t'lr. llrt'vi,rld f'hnk ft'fli,rt\ lhJl in

some years sLrgnant SOll invcntories have

exceedcd l0 pcrcent of (ll)P.

The m<lst sc'rious thrcat t() Ihc safely of
China s financill system, tllough, is tlrc

l)ossil)ility lllrrl x largc nunrlttr rtl SOtls

\\'()uld lr'(rrn( trnlrhlc to pltl'xny inlcrcst
()n lllcir l)rlnk dcl)ts. prc.ipitrtin8, grilv(
li(luidil) .risis li|en if Cltinu s SOCBs rlir
c()nlinuc cxtt.nding l()uns I() SOlis, rc
(()ver hxll ol lhciI cur-r'cnl n()n-P(rli)rnr-
ing krans, ltncl trite ofl rtll ()l lllcir P(ri()
Irarrs lrnd rlcp()sit loltn inl( r('st strl)si(l\
l()ss(.s (:llinil s t()txl liniln(ixl l()sscs
trr[rlcl err](rtrnt t() nl(n( llriln -ll] percrnt

of CDt' lrncl ovcr Iirul tinrers tllc (()untr) 5

.urrcnl l)Jnk (rpitxl.
Rr(r)gnizing tllrl di\crsifi('illt)n \\itlrin

tllc 6nrn(ilrl s(rlor cun ltclp rlissiputc tltc
risk of u linrncill crisis. (,hinx s g()\'crn

n)cnt hils inrplu]lcnte(l in)lncssivc finlln
cial rclirrnrs sin(c the l9l'l(ls tltlrt havt lcd

Io tlr( !l(\(h!P,r('nt ol nt'rr llrt.rn,i.rl instr-

Iutir)n\ irn(l restructurinia ol olcl oncs.

I L,u'(j\,r,r. \tlrt( ,'rrrrrl'hi1r,'l llt( rlliri(,r
(' nrrrn r( i:rl I rrrrtk: r r,nlrntrt's l(, (1)n\lr:rirl

thc devcl()lnncnt ol c<,rnorcrr.i:tl lencling

enrl distons thc slrlrcturr (r'h(enlivcs li)r
Icn.ltrs .rrr.l |,,rrIor\'( rs. lt sr,crtts itt

cvinblc th:lt, in thc lt:ng nrn. SOCIJS \\'ill
decrclse in sizc. as regionll hunks lnd
'l'l(:s i((luir( S()(lll hrxnclrcs. 'lhe likcli-
lrrxrtl ol a finrncial (risis in (lhin:r rc
ll).lins I()\\'lrl l)rescnl, in(l lllc reccnl
\1flr(lllrrl r(li)nns end cstablishrnent ol'

new benks should hc\r.(mlril\rte to ln
r.lhticnt un,.i fin,rntirlly .,'ttncl slstcnt in
rlle k)ng tcnrr.

Nonethclcss, lhe g()vrrnnrent musl
tilke further x(ti()n t() cosurc the s(rl-

vcncy anrl divcrsity of tllc lxnking $ys-

tenl ovcr llle ncxt five yexrs.'lhe currcnt

cltlllengc l:tcrng lhc Er)\(,nrncnl is t(,
grant m()re :ltrt()n()nr)' l() thc SOClls,
u'lrich are slruggling t(, (1)nrPcte \\'ith
private l)rnks f<rr depositrrn rnd bor()w-
(.rs. Thc n(,u' drrmcstit enrl lirrcign prr

vate banks tlrat have lrtcn pemrined k)
()peiate in China will lx'xn incr.-asingly

irnlxrnant sor.rrcc of innovatkrn as well as

financing Iirr the rapidly expanding sntall

l)usiness sc(tor. Though llciiing appcilni
(()mnlincd k) finirncial st'ctor rcfonn lnd
is encourxging SOCBS k) tlevelop ncrv

I4()vernin(e structures, it is unlikely drit
the g()vernrncnt will rcfrain cntirely fr(rn
interfering in the managcmcnt o[ these

hanks. Thc inten'ening rcfornrs implc-
mented t() chtc and thc grr:*'th of tltc
privltt' lr.rnking s(j('l(,r Jr( pr()misrnS

signs thilt a system of regulatccl capital is

cmerging frrrm thc tlcer,.lc.-,rlJ rcgrnrt'

of dire(Ied capital. i,
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7Tl h" Ministry ol I', 'rciln fr.rdc xn(l llc()n(nric (:(x)pcrrlion (l\'loFftic). rvithrxrt rnuch fantarc,

I issucd l nc$ rrgrrl.[r,'n rn ]\,ttrch l(16 tlttt app(arcd kr signal I sel (llrogc in IrRC tcchnol-

I ()g) rr)rlr,fl ly,lr(1. Ar hr\r glance. thc Pr)\'isi(nul trleasures for thc ArLninistrltion of Tech-
I n,rl,,gr'lntr,rhrrri,'n .rn(l f:(luipment Il)p()n lrx(le \\i)rk (lhc,\leilsurcs) upltc:rrcd ro ckr

x$J\'$'ilh the oticn btrnlensonrc requiremrnt th:rt \l()lrll-C rrpprxe each lc(Jln()logv ilrlfx)rt c()n-
tr:rcl. Thus far. horvcvcr. tl)c l\lcllsUrcs hl\,c prN'cn t() l)c xn cnrptv I)r(r)ti:ic, ;ts:rpprot:rls Ir1

l\l()ITEC or it\ l(x'tl c()unlcl):rfls (COFTEC5) c()utinuc k) lx,rrcluircd. Ancl. clespitc thr, nen regrrh-
tt)ns ilpptrcnt p(rrp()sc-t() en(r)ur:r8e trchn()l()g) irnpons by relilxing govcrn,llcnt c(nttl()ls and ex-
pcditing thc rpprovrl pnrcss-gxining approvxl htrs ltrrrnrc, in olxny respecs, urore urcluous end
tinlc-(onsuoling. ln [rd, M()lrll](l .rncl local (loFl'l.l(:s havc llken a markedly hrrrclcr linc then in pre-
vi()tls )'exrs ()n e nuntltr ol'issr.rcs critir'el to corrplnics rrrnsi<icring technologv tftlnsl'ers t() (lhina.

FRoM AppRovAI" To REGrsrRATIoN...
'ltc ncccl to \\'in M()Ffl:(l ()r (l()r-IEC appfi)\ll lirr tinulllr xnv tUx- ol tc(lur(r{)gv xrr.tngement.

Bhctlr(r in the [<rmr of a liccnsing lgrerrnent r)r (1)nlrilrutirrl to l fr rrcign- invcst crl rnrrrprise (FIE).

llrs &nDinxted thr lc(Jrn()l()g,v tflrnsler pnx-ess in Cllinil sin(e thL- elrl] l9ft0ri. Ii)rcign puncvors (r'
tcchnolrgy to China fincl tlltt successful oeg()tixli(nr !\'ilh ll)e (]hinese conrpany tlrlt u,ill liccnse thc
tcclln(rolly (or thc (lhineiic panner to thc i()int vcnlLrrc k) whiclr lhe technology will l)c contributcd
or liccnsccl) is only thc first st('p. lt is at the olficcs ol l\'l()l-lti(: or the k)clrl (l()lrl'li(l whcrc rhe 6nal
<lclls oficn must bc'stnrck.

-lhc approval re(luirc )cnt is uncr$rirrrallr spcllctl trrt in the l9U5 Rcguluti()ns ()n A(ltninistr.ltion
of'lcchnologl lmfx)fl (inll[r('ls o[ thc Pcoplc s Rrpul)li( ()l Chinx (tllc 1985 llcrqulxt()ns) encl rl'rcir

inrplcn)cnting tulrs ( lol{( lhcr. lhe 'lt(Jlnol()l+ Rcgullli( )n\ ). lxrlr of rrlrirlr re nuin in clllcr. 'l'hc Tech-
a(r()l+' Regulllions .rppl\ t() altD()sl all contrlcts in\I)h,ing ll)c inlpon ()[ lechn(]l()g] in lln\ ,i)mr. Thcv
also grent appror,ll othci:rls lrnr:rd p()\\'crs l() sc'nrlinizc-alrd rejetr--tr:rsiclrlly cvcry mc:rningfirl :rs-

1-rccl of lh<xe contflttts, lfin]r tltc royahy rate kr pcrlirrnr:rnt'c spccificati()ns lo th('lcnll ()l thc contttct.
'l ltr"l cclrnology llcgul:rli(nls rcquirc that te(tn()l()gy il]ll)()rt c()ntncts l)e lpProvccl lty M()FTEC or

(lolrlI(ls wilhin (r1) rhys ol submissi()n. \vilh ft,sp(.('t to trlnslcrs of teclrnology to l.llis, if tlle t()hl
intcstrllcnl of the projc(t is nrorc then $.10 milli()n. tlre tcrfinokrlX' imp(nl c()nlrJ('l w.ill generdly rc
quire I'!OFrLC ippr()\'rl. If rrnclcr SJO milli()n. i,1 rn()sl insliln(cs the conlract nrlry lx :rppr<x.cd kr
<:tllt'rrr lt thc pr()\'inci:ll lc\cl. ()nc-tirlre tetlrnologl translcrs of olcr 55 nlilli()n to sllrllv Chinex,
((nrp:rni(\ r(1lr.rirc \l( )l:lli(: .ll)Pr, )\.r1.

'llrc rt'ccntly prolnulgrrtrd l\lcirsures. t() lltc sUqrrisr' of nLrnt' lonlq{intc olxcncrr, sccotc<l to nurk
thc cncl of thc te(lln()l()gy tnrnsllr:rpproval l)r)((,ss. IlJlhcr than require irnlul ll'rprovll. the trlel-
sttrcs tltll Iirr an elli'(livc up()n rcgistrxti()n syslrrn lirr rtrost tcchncrlol;r- iln(l e(llril,lntcnt inrp()rt c()n-
lrrcls. li) registcr x lc(lul()l()gy conlract. the partics \r;trkl ncctl only pnrviclc iV( )t:l't.:(l or its authr)

lrli4lrs C. Mark"l ,rd RanJv

PeePntnnn ale afiollEls wifi thc

Eeijing ofn{e of he inl€marional law

firm Fnshliel6.
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rized (()unterpins \\'ilh l c()l)\'{)l lhc re-

(ipicnr's [oreign tr:rdc ()l)crlrtron rights
(l().unrrnts, xn xppliculion lirrnr. ancl.

prcsr.u:ubly. the technology contract,
wlliclr wxs conspicuously l(fi oll the list

Chinal approual fficwk,
parlicularly al the

national lwel, haue

become less accommodating

lo foreign inueslors.

ol required documcnts. Whcrcas prcvi-
ously only cenain Chinc'se inrp()n-expon

cor)rpanies (and FlEs) q'cre uuthorized tct

irlF,fl Ieclln()l(Uy. Ih(' M( irslr('s pcnrit
in) Chinese peny- with f<rrcign lrade op-

rr.ltion righls to do sr>----<xpancling lignif-
i(rntly thc number of B)ssil)le irnponcrs.

A R(Ersl(ltion Fonn [,rr tllt t nJcn:lking
()l ()r Agency ior l 'lccltnology ancl

U(luipnlcnt Impon P()ic(1 is also rcquirecl

lirr transfcrs or licenscs to l'R(l cntities
thrt arc not FIE5. In plxce of tlte trlcli-
ti()nrl rpproval cenificatt, acccptcd tech-

n()logv c()ntracls $,ould rcceive a new
'lirlrn{)l,rgy .rn(l Equipllr(nl l,lr[,,fl (1,n-

tnl(r RcgistrJlion validitv Ccnifi crlc

... AND BACK TO APPR()VAL
'fhe tlrllters of thc Mcasures rpparcntll

clicl nt;t have thc c()urx8( ()l---<)r r c()n-

scnsus lirr-Iheir convictions A cercful
rcurling of thc Mc:rsur('s rcvclls tltat cle-

sl)ilc Illc ne\r' pr)visi()ns, tlle l9tl5'ltch-
nolrrgv Rcgulations uppn*'itl re(lLrirsnrenl

rcrlilins ven' mttch in clli'tr SPtcili<lrll,v

trclrrclecl frrm the rcgislrJli()n I)r()('ess
,.lrll,.rl lirr rn tlrc nts Ik,r.trrt''.t('(,nr(ri'
lrrrtions r,l trilln('li)g\ .,,,r.1 r.1.'1q,1 rrlrtip-
nlcnt l() IjlEs. which crxrtinrrc to bc sttl>

iccl to lhc IvIOF'l [:(; irl)proyxl I)r()cess-
Mr)rc inrp()rtxnt. tllc l\lcxs(rtcs clll li:r ltn
cfl edivr-lrpon-regislr.lti(m s)'slcnr "cxccpl

rvhcre othcm'ise s1 
^-r 

iltt :tlly 1'rl rviclerl Irv

(uffcnl lJ\\. :rnd rt'gtrlulu'tts,rl tlrr' \t.rtt
(;r\(.n Ilr.rt tlrc Ir.l)ni'l{'}.1\ kr.'gtrl.rti{)n:

spcci6cellt require appror':tl, this ex.c'p

tr,,n $rrrrltl :rppc.rr t,r <,rt.rrrrh.,tlrt nrlc

Frrrlhcr, the Mclsrtres do |urt explicitly

rcperl the Tccht't<:logy Ilcgulitli(xls, xnd it

is qucsli()nrhlc utctlrcr thel' coulcl Tlte

Statc (i)uncil issued the l9tl5 Regultli()ns,
\6ile tllc intplcmenting rulcs \r'cre :lP-

provecl by tllc Stlte Council and issuccl

l)y MOrl t C. llut IVIOFTEC, which firr-
mally issucd lhc new Measurts ()n its
orvn, docs not hrve the auth()rily t() rc-

pell, <;r issuc rcgulations in(()nsistent
\\'ith. St:lte (i)uncil lcgislstion.

Jurisclictionel quihbles aside, scri()Lls

qucsti()ns arisc lrs to whetlter thc ncrv

systcnl, in prrctice, would liltnlizc' thc

tcchn(rogy transler process sLrlxtantially.

In c(nllrusl to the Techn(rl()8y Regulil'

tions hr().td mlndatc to aPProvc"
lpizhui) llft lcgal and comrncrcial tern*
o[ a lcclrnokrgy contr.rct, thc l\lcasurcs ll-
k>\\ MOFII(j 3nd its l(r:ll c()untcrpr(s t()

sirnply vcrifl lnd .ttnfifil't (hczb\t,t l,i,Ul

,/&.,nr, J c()nttuct s compliancc wilh I)R(l

l.ru-lrrgrr:rlrly .r lcss intrusrvc rnqrtrry.

Yet such a scalc-back in pou'er wrlr.tld lt
largc-ly self'policing hy MOFTI(: ancl

COI-'l l.L ()lfi(irls. and if expt'ricnrt tn

other !reas is lny guide, China's approval
authoriti(i likcly \\r>uld have lroul'rlc c<ln-

finrng thcir inquiry trr Incrc vcri6(rli()n.
It rD.r1' lrc \,)mc linre lt[,rrc [r'rci8n

technokrgy holdcrs learn shetlrer thc
Measurcs will have any significance [t:r
their (:hinr business. As of lhe cntl ol'

Novcnrl)cr 1996, the registrati()n syslcnr

had yct to lx' inrplenrented, irt leilst rl tl)c
nati()nrl lcvel. IIOFTEC officills luve ac-

knos'lctlgcci thlt qhile cemin rcli)rmcrs
'w'ho rvelconrc lirrcign direct invcstnlcnl
(Fl)l) would like t() simpliry lhe lc(hnol-
()gy iml)()r1 pr()cess, ()thers \!'xnt to
tightcn c()ntr)l ovrr l'DI and thc inllLrx of
technokrgy l)y retxining tlre ipPr()vil
pr<rcss. Suttr disJgrec'ment t,. ay exphin
thc i,'lc()nsistcncies bet!\een the gcneral
purposc ol'the }rcisures and sotttc ol its

s1-rccilit pr()visions. It nuy also cxpluin
u,lrr' ofhciuls hlve lT cn reluctant l() re-

vcll hou'und \\Icn lhe ncw svstcnl \\'ill
[)e in]plcrrrcnt(1.

PHANToM AMENDMENTS
'llrt trut' tlrinking r)f nrxn) inllucnlixl

p()lir'\'n)irk('r\ nlx} nr)t he rcllcrtctl in tlt(
,\Icxsutus. lrut rrlhcr in J set rrl Prr4xrscd
ilrnrn(lnlcrlts l() thc _Ieclrn()l()g)' 

RcgulJ

trons I)rlrfiecl )()inth'll1 rhc Statt- (lottntil

anrl \lol:lli(l lml intcndc-d t() rcl)lucc lhc

1c(lrnology llcgulutions in lhcir cntir(l\'.
tlre Anlcn(!c(l 1'ccltnology- Rcgu lutions r :f

tlrc l)col)l( s Rcptrblic oI Chinx (lltc l)ro

posed Anrcnclnrcnls) lpparcnlly \\'ere
scrlpped at thc lxst nlinutc. Thuugh nevcr

firnlally promulg:rtc<l or rclclsed to thc
puhlic, the xntenclrncnts ncvenheless c()n_

trnrrt' to grrir.Je irr l('irst \r)rr)s ,rlfici.rls in

llrrir revie& ol technology- contracts. Tn

fi(t. s(xDe olficials h:tvc ltconte s<r ac-

cuslomcd to trsiDll tlrc l)()p()sc(l funcnd-
nlents:N a guidc thlt thcl'secnr to firrgct
vnnetimcs tlut lhe), lrc n( la$'. In il rc_

(cnt neg()tixting scssion, one officiel
caught u technologl' li(ensrr otT gulr<l-
lncl stunnccl his lcgal counsel-l)y insist-

ing that thc illncndn)cnts wrre the lxw of
thc land.Iwo rvccks lattr that sxme (rR-

cirl. sonlc'whr1 shccpishly'. telephonecl
the l:r$yer \\'itll tllc nc\r's th:rt he ltad
I.leen mistaken. ancl thet thc Proposccl

Antcndmt'nts hlcl ncr'cr lT cn lppnl'ed.
'lhc ofhciel dkl not. ltorvever. of]-er to re-

lmct his criti(isnls of thc lcchnology c()n

lract based ()n lhe xoren(l,rlcnts.

Some of tl're l)r(4)oscd Anlcndments rc-

l)ect the generally Imrdcr linc China s rl)-
pror.rl ofliri.rl. lt.rvc tukcn ,rn [orergn

technologl irlp()rts ()ver thc past t\r"()

)'e.lrs. F()r erxnlplr, the xnrcndmcnts prt)-.

hibit tax gnrss-up chuscs. undcr rvhich

the lechn()l()gy liccrtsce lrgrees to cnsure

tlrut tlre liccns,,r \\'ill r(\( rvc J acrl.li,)
plyment elier lxying withh()ldin8 taxcs

in China. 'lhough cornnxrnly used in li-

ccnsing ilftlngemcnts rr()Llnd the !,'orld
Io assure lic-ensors l prcrlictable return.

MOt-.'lEC rrnd tlrr 1\linistr) of Finantc
have krng resisted this pr:rcticc on lhc
gr<runds th:rt it -shilts rhr (r)ligxli()n t()

pay taxes fronr liccnsor to licensce. l]c-
cruse withholcling t:l\cs usuallly redu(e
technology revcnucs derivecl lront a

(llliDx proiecl by at lcltst l0 perccnt, cven

tlle l)est-ncg()tixlc(l tecltnolrgl' agrecnrenl

cin I)e undcrnrinccl clmmaticallt by thc

rcie(ti()n ()l :r gr()ss{rp (husc xl lh(' ltp-

proval phlsc'.

Also to lh( clisnllrl'o[ lirrcign licen*:rs.

tlr(, Pn,p{'sld Antcntlrtturrt:' .t't k t,, r'lintr-

nille cenain rcslri(Ii(nrs tc(lrnolo8) licen-

sors often inrpr;sc rxl li(ensces !s il lnxttct
of course. ()nc such rcstri(ti(D linli$ dlc
riglrt ol liccnsccs tr) cxp()n p()ducts pro-

tluccd u'ith thc lir'cnscrl r((lln()l()g\'. lhis
r\ l)Jfli(ulxrh inrl), 'rlJnl l(, rtt.tnt ntullin:r_

tionals, r'ht: liccni'( tc('l)n()k)g_v n) sul)-

sidirn ioint vrnturrs in Cltiru solell to

clcvelop a position in thc (lhinese mJrket.
'l-hc Tctltnology llcguliltions permit re-

slricti()ns ()n suclt cx1'ror1s, lrut only upott
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"spr(irl xppr()\'al liorn NIOITrEC rn its

kx;tl counterpans Yd. in prx(tice, spc-

cill lPpr<;rul is no dilfcrtnt fronr any
oth(r lype of lpproval. ir fl(t thrt still
chrs not cletcr nuny Chincsc negoliak)rs

fronr rirggedll, tn,ing to cr)n!ince thcir
firreign countcryrans rhlt such lpprrvrls
drr rcquired. (;lining g().t'crnmcrl ilp-
pror.tl [r,r llr( \( l\ PC\ r,[ r(,(lri.li\ (,

chr,rscs tr:rclitionallv has provtcl easicr :rt

the pr<)vincial rx nrunicipel lcvcl. as lturl
otfi< ials h*-c ltcn willing () t()lcritc rc-
stri(li()ns in return lirr muclr-ncr:cleJ trp-
gradcs of thc lr:rl technokrgy- and skills
base.

In iln xppxrcnl iltlrnrpt t() rcin in thesc,

kullcvcl officials, r'ien'ecl by their ccn-

tral-lcvcl cor.rntcryrans as overly eager lo
gr.lnt c()ncessi()ns, tlre Pr()p()scd Anlcn(l
nrcnls clirDinxre thc possibility of 'special

approval -()r any othcr type c'f a1l-

pr(,\,rl ft,r thJl rr.lltcr-f, )r (cfl.lin r(i,trr( -

tive clxus!'s. ['ntlcr the Progrcd tunencl-

Ncnls, li)r ertaolplc, , liccns()r nu), litnit
drc cxJron sales of :r liccnscc only if thc
licensor can clcnronstrate Ihxl he h:rs rx-
iltrsi\.t. exprrrt Jrr:rn8en)(.nts illr(.Jdy rn

phcc uith othcr (()mpanies in specific
othcr c()untries.

-lir lr l:rir, the P()posed Amcndmcnls
c()nlJin pr()\'isi(),1s tlrxt, iI enacle(1,
$1)uld l)c Nelcorne ne$'s t() licens()rs.

For instilncc. lhe ilnrendnrcnts dr('p lllr
prrlrlcmatic leqLrircment tllxt tcchr()l()gy
liccnsrs. in general. not excecd 10

yeirs. Chinesc ncg()tiat()rr traditi,rnalll'
h:tve rrsccl this rc(luirenrcnt ils x hxsis ()n

q'hiclr to resisr ft)yxlty artrngcotcnts tltilt
run lx.trrnrl lo 1'curs. Th<nrgh l\l()FI1iC
xn(l (.()tTE(ls lir'<qtrcntlv h:rvc agrecrl to
liccnscs running l()nger th:rn l0 ye:lrs,

espcciully rvhere thr- te(hn()l()g) s p-
plicd is pan ()l'x l()nger-t(rnl i()ir.r-\'cn-
trrr( intr.\lnl(, I l)\'llle supl)li( r. .,ln.rin.

ing sLr(h :lppr()v:ll ncvolhclcss l)asi hccn
e chullenge. Thc I)r()pose(l Anrcnclnrents
rvotrII h.rve \trengtll(n((l tlrc litr-rrsors
hanrl.

Thc I)rt4roserl Amen(lnlenrs, if cn-
x('l(rl. \\,Irl(l .rls{' rlr()p tlrt l)rr)lli]rjtirnr
abscnt speciel lpprrval. against cxtentl,
ing ((lnfi(lcntixlit) pr()\'isi()ns past thc cl'
fi'(tive lcrm of Ihc tccl)nol()gy (ontfl(r.
Thc cl(4rping ()l this pr()\'isi()n 1ir()rs
,lt.rng,.'r in th( (:llrnc\r lrrrsin<s. r'nrr
ronn)( nl .!\ .r rr lrol(,: u itlr rrrt'rr,lsing
.rwirrcncss ol intellectual pr<4lcny rights
in tllc l'RC in rc(ent )r'urs. il l)rrs l)c

c()nrc cirrier t() nc!()tiiltc'lnrl olrtlin ap
proveI lirr extrntlcd .()nIi(lcnl irllit\
clatrscs. llut despitrl thc incft,:lsing e.lse

of lpprovll, enfirrcement of r'onflclen-
ri:llil) (1.,u\t-\. r'\1.n (hrring rlk. ([l((riu.
perirrl o[ thc conlra<1. renrains pnrlrlenr-
lltic.

Chincsr: negotiuto* hlvr insisted lirr
Yedrs ll[ll use rights rrrtrst dtenrl indcfi-
nitell pust the expirxtion o[ thc rcchnol-
(rgy a()n(uct, ltncl hrvc ofic'n rclicd on
lhe rrn)r! gcneml n()ti()n ()f il tc(ln()l()g}
'trlnslcr. as opposed I() x Ii(cnse. l()
m{kr this xrgurncnt. Significrnll}. in c()n-

trist l() cutrenl law, lhe l)roposecl
Anrcndnrents makc no refcrsncc to the
conccpt ()f technolrgv rssignrDcnts ()r
"u,tnstcrs l zbt.tanut rg), retcrring insterd
only to licenses antl srrpplv (()ntrilcls.
The ahscnce of thr trrnr "tflnslrr" in llrc
irrncn(lnr( nls u'r,ttLj t.rl<.r\\'.rr rh(' hJ\r:\

of the ncgotiators rrgumetlt. Yet thc
prospctls hcre shor.rlcl n<lt lx' overstltccli
in prilclicc. man)'ll)pr()\'rl olhcials rnd
Chincsc c()rnpxnics il(cept thc tlurrc-teri-
zltti()n ()l'lhc tnnstcr as x li(cns( l)Lrt slill
insist that use riglrts continuc in<ltfinitely
even Jlicr the cxpirxtion ()l x liccnse.
I-ately, s()mc supplicrs harc ncg()liatrd
strcccss[rrlly thc lcrninati(]n ol the rrse

rights :rntl return of thc tcchnokrls und

docutl)entxti()n up()n cripifuli()n. \\lr ilc
othcrs her'c sintpll rr:firsccl k) trJnsl'cr thc
In(tsl .r(ivJn(sJ lF lln,,l(,gy l)nr\i(lilllt rn-

steitd tcchnologl lh:lt $()uld lt obsolctc

PRC authorities, in man-1,

aL\e\ ha?e shou' inffea"ting

Jleil bi I i 11, in rcspecl i fi g

rqnIlJ' arrangmtenls.

or of littlc proprietan' \'rlue xt tl)c cxpira-
ti(,rl ()f thc a()ntrxct.

GETTING THE CHoP
Asitlc lrorn stxtut()ry changei. \\'llat rc,

rr)lrins nl()sl relevanl k) lx)tentirl lilcnsors
xre tltc c()ncessi()ns recluirecl to gct tlre
green light lrLlnr China s govemntcnt xp-
pr,rr'.tl :rpp:rrrtus Shrrrrcrtd sitlr lrrlli,rn.i

o[ clolhrs in f()r..ign investmenl ()\'cr the
pJi\l l($ )qxrs rtntl r,rcmrn q'ilh nnlltinir
ti()nal (()rJx)r.ltk)ns anxiotrs to entcr the
l)RC rilrk.l. Chinas lpprorrl o[[icials,
pirticulxrlv irt lhc nxti(m l levcl, h.rre hc-
come gcncnrlly lsss xccoorm()dxting t()
li,rcigrr rnrr.st,rn. llris intre.rsing irrllcxi
bililt' h;rs pcrmeatetl the teclrnology
sphcre es wcll.

Two.rrr'rs ulrrrt llrc ltl'rpF)!irl .lutll()ri-
lies hrve tiilhtcned thc s(re$s :rre pcrlirr-
rrllrncr lllilrl,llccs iln(l produd lixl)ilit\'
\\'llrmnlirs Such plcrlgcs lre enathcnta to
nn)st fi)rcigrl supplicrs, plnicr.rllrrly given
lhe rnJny lll(tors in (lhinx bc\'()D(i thr
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Ilpgrudittli coutt us

obnlele. ittsolt'otl

Stu tc-rxrnal firclories

renli s a bl)

polic.r prioril.r.

(1)nlr()l ()l tl)c \upt)licr tlul cun lltcct thc
prrl(,rn.ln('c ol tlrc tcr'lrnology or thc
qrrulitl' o[ thc Ii,r:rl pr()dL(1. As a rcsull,
su1'rplitrs hevc tcn(lcd l() r'lr(nLr()Lrslr rc-

sisl prcssurr frorn the Chincsc panr or

thc, :rPproval irutl)()rities 1() in(lud( sl)(-
cific ltrlirmrancc turgets ()r l)-()ild in(lcrn

nill ilnd \\-rrr:lnt! cluuscs. Il:tpprov:rl au

th()ritics i nsistc(l on lrcrforntrnr'c
t{lr,l,'llr)lccr,,r llrr,tlttr t li.ll)ilrl} $llfl Jlrlir'\.
supplitrs r.rsulrllr rvcre ltblc kr ncSotilltc lr

:(ri( \ i)l \on(hll,nr\ t,r ,Lhrtc tlr,' ohlrt.t

tions, lr1' sprcilfing tlrat thc Chine:.e
purty nrcct all of itr obligutions uncler lhc
tc( hn()logy c()nlrtct ()r rellttr'cl contrut'ls,

rll r:ru'nratcriuls rrrect spccified slrn
dlnls. pcr*rnnrl lx pnpcrll trtinecl, ancl

tlrc crluiPorcnt lre wcll nrlintrint'rl.
S{)nrrtirnes srrppliers u ou lcl grrxrltntrr
sinrPh lh.rl tltc tetltnr;krgt' prrrvidccl t'es
"rvrrrlcl class ()r the s:rr)l( :ls lllat used in
tlrt' l,,rcrgn p.rr(nl (1rr)rp.lr))"\ l,rrxltr.1r,,rr
[ir(iliti(s els.'\\'llcrc in tltc urrrlcl. ln ldcli-
lion l() such c()n(litions. nunl' suPplicrs

could also olrtlrin rppror':rl li)r ot()nclirry

clPs on liability entl rclclscs fronr all
()l)liglti()ns k) third prlnies. Nl()FTEC .ul(l

il. l,x.rl a()unt('q).rn\ oll(n \\('r( l).rflrru.
llrly at conrnr rclltt itrg in cltscs whcrc rt

lirrt.ign lircnsor lrt lcl l .i8nifi.rrnt 'trrk,' in
thc l'RC joint vcnlure liccnsce.

()l Luc. though. MOFI'I-.(; Ir:ts be.(nll(
noti(rrblv nrorc rigid rvltere pcrlor'
nl;ln(-c l{uilrrntccs rre c<nccrned. 'lhc

Tcehnokrgv Rcgul:ltions requirc thc strp-

plicr t() guirxnlcc that thc techn()l()gy

and inti)rmrti()n is 'c(nnpl(tc. corr((1,
valid and crpeblc of Jc((mrplishing thc
rcchnic;rl largcts sct lbnh in thc contnrcr. '

M()l:fllc incrcasirl8ly exP(cts c()ntrilcls

t() ((nrtlin sorur' languegt' k) this clfe(t,
ancl non ol'tcn rcjc(t lhc trx(litionrl Jp
pfi):rch('s t() uatcring doNn lhc f^-rli)r-
tnllnce gu r:lnlccs. F()r l)()i(cts of ox)r('

th:rn $J0 nilli(m in tot l invcstnlcnl thitt

nrr.rst obtain lhe xpprovil -thop at tlte

c'cntrel lcvcl, lpl)rr\xl $itlx)tn lt perli n'

olln((.gr.rilmntrr in s(xnc li)l't]l h]s lt(tl
very h:trl to trlrtitirt.

A n(){ lr('r tft)ul)ling dc\.clr)pr))(nl l'or

techrro[rgr liccnsrrs hls lrtcn \lOl:lli(]:
incrc:rsing in5i:lrna( lhrl liacns{r'} P()\'i(l(
hroud indcmnitics irllxinst inl'riogcnrcot

clrinls hy thir(l l)urtirs 'l hesc cllys,
llOl-lI:(. gcncrlrll\ cx1-rccts litcnsors nol

onlr to rlcli'ncl litr.nsces rgutnst chirns ol'

infrioScnlcnl fionr tlti|tl punics l)ut als() l()

indcnu'rilv thcrn ugrtinst ell possiblc rcsult

ing I rsses shoukl suclt chints lt uphcltl.

In nrlnv jurisdi(1i()ns, this lrruld n<x bc a

pani(\rlxrl)' onerous rcquiturrcnt li)r ir li
(cnYn ln (:l)in.l. lt,:$'crer. tllr' llniL'nJInlr

of thc lcgal envir()nlllcnl airi:('s tltc stlkcs

lrrcrusc ol' thc p()ssihility thxl unsul)sttnli'
xted inliingcnlcnt tluir,. s ntigltt It upltclcl

l)_\ x I)ll(l courl. th()ugh Jdllilledl)' thcrc

have lrt'cr't no suah it$llnccs l() (hlc
l,r(lcnrnitics nrnning in thc ()ther dirc('

ti()n, ffirn licenscc t() Iiccnsor, are als<r

unclrr sir:gr'. l-it'cttsors o[itn rcqrtire li

ccnsccs t() inclcnrnih tlrent illlxinsl tlrir(l-
party clairtts for rLrtntage or l<xscs ulttsctl
l4 Prnrltrtrs nr,rnrrl.titurccl ln ( lrinii u\inH

rhc liccnscd tcchnokr6,r'. The r:rtionalc irr
such clluses. qlli(l) ir.'crrrrnxnr in tech

nologl litcnses worlclwidt', is that thcrc

Jr( t(x) r)rJnv l.rttr'rs in tlrt'J),,(lur'li,,n
prrress ltvond thc liccns()r's ('()ntrol li)r
thc licensor l() llsstrrne the risk ()f ()pcn_

enrlecl li:rbility t() lhird pxfli('s. with()trt
sonrc tirrnr of in(lcrlrnity thc lirreign Iiccn

s(rr.;rs rlre -deep lx)(kc'I. is vulncnble l<r

potenrixlly largc li:rl)ility suits.'li) Chinesc

nellotix(ors and nrany approvrl olficiitls.

h(l$-cvcr, the noti(nl oi purp()sctirll_v xll(P

cating risk l]e'nvecn licensor lncl liccnscc

bas lxcn e dilhcult sell.

An.rclrled <h:tllt'ttgc ij. llr.rl Chin.ls
nrln:rgcrs and ilpprovirl ()lli.i.lls rarelv

c()nsider thc unique co )n)crci l and

te(llnicxl circlrnNtilrtccs of caclt indivicl

ual tcchnol<>gy liccnse arrangcmcnt u'hen

,l( rn.ln.ling Iic!n:',,r Sulrtntr't* .rnd in-

denlnitics. Chincse negotiators ancl ap-

prrval officials tcnd not to lsk thenr-

selve s-much lcss ansu cr-such key
questi()ns as: Whrt is tlrc l)()tcntial c(\)-
nonric hcnefit k) the licens()17 I:i tlre li-

censcc gctting:t gorrl dc:tl, csPccially il

tltc subsantiel rcsc!rch xn(l rlcvekrpnrenl

cr)),ls llrc Ii((n\')r rnt.urred in (l(\(l('ninE
the techn(rogy rrc laken ink) a((ountl Is

the tcctnokrgy stJte of thc rn, xnd h()\\'

difficult is it to upplv to pnxluction/ In-

sttad. therc officills crkc e onc sizr: fits

.rll ll'rpr,rurlt. olicn .tsking liccnsors to
ilssuore fisks lehling l() thc lcchn()l{)l+'li-
censc tl)lrl l.rr ()Lrl$'ci8ll the p()t('rrtilrl cc()-

nomir' lrcncfits tirrlr thc liccnsc of their

tcchnologl in (,llinil. ln ()ne rc('cnt casc.

:llt(r nr()n1hs ()l ncgotialir)ns \\'itll
lVlOl{'ll(1, onc cxusPcreted licensor of
lircrl t,r pr,'riclc llr( (((lln"l,!N\ 1,, rl\ Itr-
n()rit\rsrxk( li.ensrc /in, (y' clra4lc in ex-

chrngu l()r an itBrccmenl t() dr()P
<lcnrlr nrls lirr ()ncr()Lrs l.lLrJrJntces.
IIOF-I'I-.(: rrirct(d tlrc ()lli'r.

SOME THINGS
STAY I'HE SAME

()n rilltn\. od)rr i\su(s. Cllin(sc ncg()-

ti:ltors :rnd appro\.el ofhcills It:t\,r' :rl$r}'s
l>een torrglr lln(l ((xllinrrr to lre so. Tlre
right k) or:lkc inrl)r()\'cnrents k) I((lrn()l
,,gr rlrrrng Ih('lri('rlr('I(nrr i. J I),tflr(tr-
larly thornt nrrttrr, us the Chinrsc tc:u)
(consisting of thc (lltinr:sc c(nnp:rn)' th:lt
:rinrs k) lx, lllc li('cnscc ()r () inv(st in thc

litcnscc, rtrrrl COl:l'li(: \lOFIll(l olhciils)
Iieclucntlt' cxpcLts ln open-enr.lccl cont-
rnitm(nt Ii(n)l thc li)arign liccnsor lo prtr

vide irDl)r()\'cnlcnts-r'\'cn n(\\' gcncril
tions ol' tcchnoLrg)-lrt n() crlril c()sl.

sinrilllrl), (:hincsc ()flici!ls c()ntinue t{)

scrutinizc closclv lit'ir't clltttscs untltr
\\lli(h tlk. \UI)pli(,r ()l rc(lrn(,1,,g\ r(.(luir(\
the liccrtscr I() prrrchxse inptrls ()r ra\\'
nlet(.ixls li(nn 1hc li(rnsor. And:rlthouglt
Chinesc lJ\ clcxrl) provides tlut tcchnol'
()g\' c(nllr:lals rnll :rPp11 a tirreigr't gor.
elning l!!\, negotilling tirr suclt un appli-
c:lti()n ('xn be pliniul \Vherc:rs in tl)e
\\'est tlrc l.r\' ,rl-tlrr' h.'t nrors horttt' juri.

dicti()n .usl(rnarily g()\cms. Fxining ap-

proval in Chinx to ()Pt fi)r a neutnl third
country lxw to uJrply iD thc cast of clis-

lrut( rcr,rluti(rn..rn Itt' ., rn.rtlcrcJ qtrrtc

irn xcc(rnl)lishnlcnl.
Thcr'c lrrc (,tl)cr rrcrs. t() l)e sure,

wherc ncg()tiating rppnrval tirr tcchnol-
r)$, tln,n rr,ntr.(l\ ll.rs l-,ei,rrttt' qa.itr
l)RC Julh()ritics. in menv cascs, havc
shown increising llcxil)ility in rcspcctinri
111( roy:rltr .rn.lnll('r)rr'rlts. u:'r.t:rlll rlrnging

[()m.l-i prrcent irn(l (ilcu[ltcd ()n net

sales. A1'rproral ils() is s(rDctin)cs grantcd

lirr hylrrid prlymcnts, c(rnl)ining roytlty
pxvnlrilts \\'ilh (nrr tinle li(cnsr ILes ()r

eqrrin'crcclit. l\'losl ntir)r licrns<;rs lrc no
longer cxpcctccl lo (lern()nstfirtc thxt thcy
o$n thc tcchnol(Uv; Llsrrall\'u stttcmcnl
in thr, crrntract thrl thc! hxvc tllc ri8ht t()
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li(cnsc tltc tc(tn()log) $ill sul-fir'r.. Ancl

llrc rpl)fi)!'il xuth()rities thcsc duvs trrrcl
not to ;tsk nnnt qucsti()ns :th )ut \\llethcr
thc tcclrnokrgl is aclvanccd :rn(l :ll)pr()-

Pfi.ttc'. lr'.rrinS lh( \i)ntr.l(ling l).rrti(j\
ancl the industrial rninrstries to rvork out
sur.1t issur.s lrulrng tbenrselves.

A (:TIANGED CLIMATE
'l ht rrpprrcnt schitoplrrcni:r in tltc

crolution of les end praclitc in rl)r l)l{(l
tcchnol(}gr s(ct()r ()\-rr thc px\t lr\\'
r('J[s. in r]Lrov resPeats. n)irr(ns a()r1lrll

tlrrlr,,n:, rn Ilt( (.n!lr.,nnl(nl l,rr li,r(.l.lrl
invcslrlrcnt .ls rr $'lx)lc. l)R(. g()\'('rnnrcnl
l)()(lics lR(prntly issue vxguc publit pro-
n,,lrn(1.nr( nt\ Ih.rl ClIn.r i\ ,,1)cnillH rl.
nr:rrkct, lilrt'r':rlizing its trldc rulcs, uncl

crcating x 'lcvel plxying 6eld' [irr crxrpe-
riti()n lrtwcen l.lUs and &nncsti. (lllirr('\c
cnlcrl)ris(s. \'ct nlrn) firrcign in|cstors
lxlicr'c tltc invcstrucnt cnvi()n lcnt l)ls
clctcrirrrutcd recenth. ln thc l)irsl Ycxr. ti)r
e\.rnrplc. thc q()\'ernment hlrs rcr'okccl
(lrc c\('rrrltli,'r) ,)n (xpit.ll rqtlllnr('nt inr.
ponc<l lirr contril)ution () l;llls (s(t,7lr(,
(,7jk ,luly-Au8usl 1996, p.32), rclirse(l k)

grrrnt l)ronliscd v;rlttc-lddccl t:l\ rel)xles

t() cxp()rlers (.\rl, 7IL, aTrR S(,pte0llx.r-Oc'
Iol\,r lrI),). I).l.lr. lllnr\\'n UI) n(,\\ :l(l, ln-

i\rr.tltrr r,l)\r.t('l( \ lr, r. j\rn)l lrn. l(iI]ll
lnrm rhro:rcl. lncl, in nr:rn1'l:lrr.{( pr()iccts,

rnriilc(l {,rl (lrsl)r,,1),'nx)n,ll( nglrt. li,r ntr-

nority PIIC slr:ucholct,ls.
China s burcuur'r:rts lrnd nllrn:rgers.

th()rrgh. lrrc [or llrc nost l)xrt ()I ()ne

rDin(l $tcn it c(nD(s t() thc inryrrnlnce oI
l((lln,,li,H\ t,' llr( ((,lrntn'\ rrr,tltrrrrz:r-
ti()n drive. thgHding ('()untlcss (fis()lcte.

insoN'cnt Statc o*'nc(l l:l(t()ri(s renririnr, :r

tr4r polio pri()rit)'. Jn(l rclching this go{l
\,,,'ould be inlF)ssil)lc \\'ilh()ut ncr\, tcch-
n()logv. When PRC cxp()fls droppctl pre-
cipitoLrsly early in 199(r, nNny ofhci:rl otr
scrvers quickly (.rllcd l()r ,Ilorc
s()plristicated rnd lli!aller-(l(rirlil-v exlx)ns.
Ancl rarely. tlrcsc dirls, is ir lrrlie ioint
vcnture negoti:lted \\'ith()ut thc Chinese
pxnner s()liciting tlrc lirrcign (r)untcrplrt's
hclp in derekrping I rcse;rrch and dcvel
()pnlcnl cenler.

lu\l \\'lr:lt uill h< rr.r1rrirc,.l lro t (ilrin:r.
llrvrnakcrs and appr()\'xl {rficirls t() x(tr.lct

tlte techmrlogy nec(lc(l t() nlcct thcse :lm-

lritioLrr 1,lolls in thr conring dtcarlcst
Sonrc' l'lt(l l)()li( \'n)rk(-rs belier c thlt
lrrrnging (iltioe: tc(hnolos\ trlnsfi'r Brli
tic: ntrx'c <,l(rst,l\, inl() linc $ith inrr.nr-
ti(nrxl prlalicc is Ihc ilns\\'cr, l)\ rD]king
the al)l)()v.ll I>roccss lcsr intrtrsirc and

Irttin,l thc I):u1ics t() lll( trlrnsl.ti(nr strik(,

lllc I)ilrglrin. ()lll(r u)iaes. kltrtlrr' ol- letc.

clll [or r'Lrscr F()\'r'rnn]ent scrLrtinv ()l

t(hn()li)H\ trrtnslcr arrarrgenrents. :rnrl :rrc
pr.rshing lirrci8n o\\'n(rs ()f techn(ro!(\' ()

Pr()r i(lc thrir t((lln()l()girs ()n trnns thrrl

rrl()st V (sl('[l ({nr)Plulies $1)Lrld n()t r(11

sidrr Jcacpting :rn\'\\ llcrc clsc.
Ycl it lxkrs t\\t) Io lirngo. \\'ltctl)sr lhc

rec ent clilficultics encounlercd I))'
pr()spc(1i\1c lcchnokrgl lrilnsleI()fti rcl)rc-
scnl ir l(nlg-tcrnl lrcn(l or terDp()crn sct-

l'r:tck nrrv nrx lx, Ii)r (ihinr's poliqrukcls
rk)nc lo (lc(idc l)espitc the lurc of thc
Chin:r nlrrkct. lirrcign tcchnoklS orvncrs

nlrY seek t() rrisc tcchnolog! tees---<rr
\l:rn l,) t.rk( tltcir lriglr tcrltn, rl,,6r Pr,rjtrt.
elsc\\t(,rc. llhinl:itsl). it is rhe lrxnsfi.()r:i
thcnrselvci' \\'h() r)rar' (leten ine !\'hcth(,a

thc tcnDs ()n ()lit.r xre taceptable en(ttlgl)
to fill (ihinu s <hnec <urd. i,

Establishing Operations In China?
Join Motorola, AT&T, Coca Cola, PPG, and others, and invest at TEDA

(Tianjin Economic Deve bpment Area )
*+ 80 miles east of Beijing, 30 miles from downtown Tianjin, at the Xingang Pon (Chinu's 2nd hrgest).
** Tianjin is China's second-largesl industrial city and hornc to many large companies.
*+ China's premier economic development area: the China State Council has awarded TEDA the top position

among all its economic development zones.

TEDA offers:
** Competitive land cost +* Wide range of labor and technical personnel
*+ Highly developed infrastructure x* Supporting (tertiary) industries in TEDA and Tianjin
*+ Leaders ofthe arca have been key in obtaining rapid approval from the Central Government

fbr large projects.

New Areas under TEDA'I control:
xx Micro-Electronic Industry Zone (MEZ) *+ High-Technology Industry Zone (XYZ), Yi-Xian
** Chemical Industry Zone (CIZ) Science and Industrial Area

For all companies TEDA is the answer. For more info call, TEDA America, Inc.
(a wholly owned subsidiary of TEDA) in New York at:2|2|4X)-TEDA (8332)

or fax to us at 2lA4X)-8352
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I f, trrlr h.rs hcn rrfllren.rlxrut h0$'inilirl in\cstrnrnt tlroicts iD (lhinu slrorrltl lx lurlc.
ll /l *,.f, r\ h(^\ ((,:rl ut).r ,()int \cnlur( lo gxin l lix)tln)l(l in lh( t'R(. nl.trkcl (.see 7/)('(.lJR.

I V I ,,.n-tun. t,.rv;. t, lrrt lful ll)c is\r.rc o1 ho,r lrr.qc orultinrli()nlI .()rporxtions (\lN(,s) in-

1Y I r.sr,,r. Or.i, t 1,,n.,,,1-.r',ti,rlr. (n)(e thcv h.lvc nltrltipl( i()inl ','enttttcs in phcc. is;r relr'
ti!t'ly ncu'Ilelcl. uncl the slntclur:tl rtrt:tt'tgctrrtnts usecl hy IUN(:s in (llrirll hilvc ytt k) lt lnallzccl

corrprrlrcnsivrlv.
NIN(l lt!,x(l(lu.tncrs tr:lcliti(nrall\ hlr!( lr(.:rt(.(l thcir (lhinil ()prilti()ns us sPccial cxses re(lLtrring ll

grcut c[rl ol uclept:rtion to tlrt Lnul cr]!ir(nr)rcnt. prinurilv thr.l)uglt tlrr'rlcrcl4rntent of inclivitluitl

i()i|l rcnturc5 ll()\\cver. irs (lhinll (r)ntrnu(s its trxnsitir)n to rt rttrtrkcl-b:rsccl r'crrnottlv uncl firrtign

fi n. rL,(l)cn tllcir inv()lvcn)(nt thcrc, nrert\'Il\Cs.lrc haginning t<t erlol:t lt oxrrc trxrrtlinalctl. blrl

rrnrt.tl rrPProurlt. r,,nrirrrnizinl lh('ir (.llinx ()Pc ti{)ns RiIh tltt u,rltlT:rn-r's ()\trrlll 8l{)l)xl 5trJtcg\

irn(l st.eking \\l)'s t() inlpr()\( th( 1l'rlirrnrlrntc of hgging pinl rcnlr.rrrs.

SIIAKE.IIP AT THE ToP
ln thc,g'resr, NINCS typi(tlh's(t lrp sh()p io ()nc regir)n in (lhinr, crilrll)lishing xn inilixl j()inl lenlur(

inv()lving (ntc pr()dLlcl di!isi(nr. Vlttn only (nlr ()r t\\() ()l iln trlN(.s I)r()(l(r(t divisi()rrs ()Pcr.ltc i()itll
vcnrurcs in (lhinil. thc tompeltv gcnerrlly c[rs not fincl it <lilfiorlt to i(l]ic\t :l unified Chilrx strxt-

cg).. ll()wcvcr. u'hcn multiple units of un IUN(I seck to forrt tltcir ()\\'n i(]rnt vcnturcs in (-lrinrl, il)

rir:ln\'(ilsc:r. tltc lltck of crxrrrlinllion lttwct'n the variotrs incli|idr.r:tl llnrtlttct (livisi()ns can lt'sull in
({)stlv lislxkcs. F()r exxlrrl)lc, rtilc sotttc Pr()dLtct diYisi(nts nl;lr-l^- r'tn' cxpcricnccd in thcit ,.lcal_

irrgs titlr Chincse c()unlcrprrrts. ()th(r pB([lcl rlirisi()ns rr)xl l:rck strrlt ttyrcricncc or llil ttr tttilizc

llrc t lrrrr.r r'til,r'nr'('.1(qrrir((l l1\ (,ll)( r LrI)rl.

Ai, Jn iU\(. incrL':lscr its (ihina prcsrnr'r lttrrncl the firsl Ii'\\ l()int rcnl(lrc\. Prc\cnllng,i (,)rl\r

tiillc rrs ()wn j()int rennrre. Nhn\. Il\(ls h:rrc lirun<l thirt (lhincse trllirials clislike huvil]g to d(ltl \,ith
tnul(il)lc (lelcgllti()ns ll.oltt <liltcrcnt (livisr(nts ()l tlle sitr'ue lirrcign .()rnl)llnyi Pr()jcc1 applrvrtls nt:t1'lt
molc likcly if I)RC invcstor( nt lutlx)ritirs rrnrlcrsund thc ovcttll scllt unil scrrlt o[ the MN(, s t orn-

lllilnrcnr. A unilc(l xnd c(xlr(lioxt(11 tllirn nrx oltlv helps Chincst ()th(iirls lt)Prccilte xn l\'lN(:s c(,r

porirtc-\'iclc (r)!umilrrent, l')ut irls() prevcnls (lhincsc rleg()ti:ll()ls li(nll l)inp()inlinS tlil['rencts in tll(,
ir'r\'('\trl(nl propos;tls prcscr]tcd lrr tlitllrcnt [)()(luct divisi(nrs lrncl lltcn phvio1.1 one \INC (li\ isx)ll

lug:rinst unotlrcr. For cx:rnrplc, (nlc i()int'\cnltlte prop<xal nliglrt (lnlll)rit l():l cc(.lin l)erccntrlilt ()[

(\l)()ns, I)rnDln,ng Chincse olfir'irrls trr Push lirr lhc sanrc cr;rrrt (rnrrrit|lenl t() lt inclutlccl in tlrt
j()int-r'tntrrrt tlcal olfcretl lrv un()lltt r ol llrr' Il\(: s di\',si()ns.

In rtn cllinl l() s()lvc s()ntr ol thesc problrnrs. Jn in('rersinll ourlrlxr ()l \l\(ls.rrc cst.ll)lislting (()r-

1x[:rtc lcvcl (]llina centrrs lo r.rxrtlinlrte thcir Chinx ()pc[lti()rrs In l'll{] kglrl t('rms. strch c()tP(n-:rlc-

l(\(.1 crnters in (ihinir s(nnctinrcs tekc tlre frrrm of "inlestnrcnt or "rrrnlrr'clllt rrrrnpanies, so n:ttrrctl

tlikr W t'eng L( rsisunt pmfesfi o{

mor:utnrot urd of Cfuner sndkt at

dx I nrulii of Hn$:ri. s+r€Il ht

lt.rha n t}r China-andJrp r.

foclr.l\l €xec1rtiw luBA pmgmn$ Hr

hold I Ph l) iD slr"legic managemenl

Ifln rethiwlsiNdwashing!0n

E llrc Chlno Bnrlncrr lcvlcw / ltttltrttl t'rl -trn lt)')-

a

,ll ikt, ll' . l'ttt.q



frcause thc centers can providc orgirni-
zutional and finrncial manalacrrrc,nt o[
lhr MNC s (;hina operati()ns (.s(,e llrp
CA& .lul)'lugust 199i. p.J"r). Chinese
larv penDits invcstmcnt conlptnies t() en-
gilgc in nunlcr()us investntent-rclated ac-

tivities, inclucling loan prrrurcnrent; fi:r-
eign cxchange balencing anrong
subsidirrics. suhiecl t() the rpprrxal of
lirrcign exttangc authoriticsi financial
support serviccs to subsidirrics, with the

rpPr,rvrl ,rl tlrt, l)t,r,ples Ihnk rrf China.

llnd p(xurcnrenl :rnd ahcr-salcs srrppon.

Thi\ nnr\(, l:t) ( ()n)c \\'itlt J htgh pri.c
tag. but the (r)sl of establishing !l corFxF

r:rtc level Chinx ccnter c:ln lx, justified if
the c()mpxny is large and expc(ts 1o do
significant l)usincss in China. No nuner
rvlrcrc lltc r'r ,r1x rrutc-level (;hinJ ccntcr rs

l<rated-in Chini. Hong Kon8, or iI cor-
yxrrate heatiqu;rncrs-it sh()uld (lcarl) ar

li('ulJt( t.) r'J(h drr ision tlrc c()rpi,rut( vi-

sion filr Cltinl antl integrate the MNC'S

cntire Chirl opemtions .,lithin lhc com-
panys overall slnlature and ()pcrirtions.

Tlrough each pftxlud divirii()n firnnulatcs
irs China plu. ttre Chinr centcr should
fine tr.rne these plans antl iclentify cross-

divisiorul syncrgics and stmtcgics. li) en

surc that all (:hina operrtions arc'r.r'ithin
the par:rnreters ()f tlle l\'lN(l s 8k)l)al strat-

cgy-. tht'Chinu (cnler sh()uld clcfine cor-

Iorat(-wiJc g:lrcic' end cstrl,lish princi-
plrs f('r Ll'.'vc'1,'ping j{,int v( nlrrres in
(:lrinJ. in(lr(ltng flsk sxr!tsurc lirnil\. in-
veslmenl tcl!lrn tltreslrolcls. rnd accept

xl)lc joint-\'cn(ure stru(1urcs.

An MNCs (:l)ina centcr typictlly re-

vicws rll investnlent prt4roslls lnlrn the
pr()duct divisi()ns and suplx)fls lh()se that

are in linc *'ith thc conrlxnys overall
stratc'p. Tlrr (lhin:l center xls() rtlempls
tn lrelrtnrc gl,rhrrl strltrgir (1)nsr(l(rirtions

with c()q)()rltc (()untry pri()ritics. In sonte
(ascs. the (;llin:r (cntcr nrxy rc(rrnorend
lhJt a pa(iculir pfixlud divisi()n pursue

ccnlrin pfi)icds tlxlt nlxv n()t lx t() the di-
visk)n s optiolirl l,)cncfit. lrr.rt nra) l)oosl
thc pr()spcclri o[ other (]ltinu ope[ltions,
thus impr()\'irUl the MNC s ovcfirll market

tx)siti()n in (lhinr.

In x(ldition t() its in\'olt'cntcnt in thc
strllegic dccisionmaking prrccss, the
(ihinx centcr llso can providc vitlLl sup-
p{)n lirn(1i(nr5. lnsttrrtl ,rl l'xrsonnt,l fronr

earl'h pr<rluct clivision ncgrxiating witlr
the,ir Chines(, (ounterpirns, lirr cxanrple.
(.llin.r ((ntcr:' r:rn rxrrl t.rknttrl ncg,rtiir.

tors und employ thcnr in difflrcnt ,()int-
venturc neg()tixli()ns, with thc hrpc that

thc less()ns lerrnccl in previ(\rs neg()tix'
tions c.n be:rpplictl t() nreke thc.urrcnt
nc!i()tiati()ns lxlth shon irnd clll(Iivc. An
()ther imponrnt rolc that the Chin ccntcr
pl:rys is to c(x)rdinrte rehtionsllips wilh
!llri()us Chincsc autln)rities kr clelivcr a

c(Dsistenl ntessa8c alt eYen S()\'emnlenl
lcrcl. l\lan1' China (enters. f<rr exunrplc.
hclp arrengc high-lcvel mcetings l)e-
lwccn CEOS ilnd Sl:lte Council xncl
pr()1,in( ixl leedcrs.

DESIGNING NEv
STRUCTURES

Although lll:rny srch Chin ccnters
now re up and running, therc is little
(r)nscnsus on $hcrc thc-sr, centcrs sln)uld
lx p()sitioned wilhin tl)c corfx)r.rtc lriemr-
chv Tn o basic approaclrcs l'trve
enrergcd, h()\,c\.cri one thal retxins the
existing gkrbal pnrlucl structure ancl one
lh.ll r(r)r8,lniz( { Illi\ slnkrur(.'lh( nrillrix
structurc u.ses lhc c\ir'iling gkrbal prrxluct
structure, sinrpl) adding n Chi,rn cc,ttjr
Iteaclecl by a seni()r c()untry exccutivc (-ra,a,

Iiisrrr(. I r. Tl)r,(1,nr(,r w()rks with tlr( v.rn-
()us p()duct clivisions to crxrrtlinate thc
I\,1NC s Chinlr opclllions. and requircs that

ca(lr pfi)duct divisi()n ('olhbomlc \\'itll thc
Chinlr center. Such an arr.rngcmcnl rrsrr-

ally necessitatcs strong suppofl fronl thc
c()rp()nlte CEO lnd chairrnan. Indcccl, tlrt'
In)sl sucaesslul (lhin:l centers ()rgrnizcd

:rkrng tlris linc arc chJftrcterized b!'(l()se
urrrking relati<lnshil'rs benveen thc prrxl-
ud (livisi()ns n(l thc (lhina.cntrr. !rnd
nrutrrirl understlLnding (r'the MNC s gkr)al
strutcgy and its (lllinJ-speci6( goals But
(:lln.r rcot(r.,,rll.rniz(\l rn thi. l.trhrrur

Thse is little consm^sus

on uhoe China centels

should be positioned uithin lhe

corporate hi.qarchy.

cen lx. plugr.rc'd by' lcngrhl' decisionnrirk-
ints rn(l intcr-unit conlli.N.

()11)c. N'lNCs arc cxpcri,ncnting with
\\'lr!s t() rc()rganizc the cxisting gl()l) l

pnxLrct shrcture. s() lhxt thc Chin:l (cnler
is hclrlcr.l by l senior executivc \\'ith
country profit-and-loss rcsp()nsibility (.J.,(,

Figure 2). I'inancirl rcsTrnsibilities firr :rll

Clrina ()perutions art, Intnstlrrecl f(xn drc
pr()dud di\.isions I() the neu,c()rfx)ratc-
lcvcl China center. Il()th N()rtlrem T.lc'
c(nrr lnd ATC&T, for cx:rmplc', lppear to
havc rcstructured thcir opcrations l)y
adding this typc of Chin;r (enter. Such n

irrrln8cnlcnt affords the a(lvant:lges ()f

clerrcr lincs of rcsponsihiliw and festcr
tlecisionnraking. ljo\r,cvcr, impleinenting
this slnktrlre can be clilfictrlt, as p()(hrct

divisions nray ohjcct to tlle krss of bud-
gelrry control over thcir Olrina oper,rtions.

Sr.rcccsslul inlplenrcntrt i( )n of this stnrc,
Irrr( r((lurrr's not onh sln)n8 luPJx'fl l'rrr
t()p nrinllgement, l)trt:rlso a str()ng c()In-

rtrilrttt-nl t,, J (r)unlry r(gi(,nxl , 'rientJli(rh.
,:lth( r llr:ln .r IrlrrlLr.t-,lrrrcn ,)ri(,nl.rlr()n

MID.LEVEL MoVES
Bc<'uLrsc o[ Chinu s tast size antl thc

lilnilccl distril)Lrtion clpulrility of nrost lo-
(.rl l).rnncr(. rrrrrltiplc i,int \(nlrrrcs in ,r

singlc prrxlrrct linc are of'tcn neccssr4't()

FIGURE 1

CoRPoRATE.LEVEL CHINA CENTER: THE ..MATRIX'' STRUCTURE

CORPOTAII
HTAOOUARIERS

corPoRArr-rtvtt
CHINA C'NII'

GIOBAL PTODUCI
Dtvt5toN I

CHINA OPETATIONS
IPRODUCI I )

GI.OIAI. PTODUCI
otvtstoN 2

CHINA OPERAIIONS
{PIOOUCI 2)
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Some MNC erecuth'es

beliet,e lhal lhe

China cmter is

a transitiona\ slruchre

reach thc nlrti()r'ul ntarkcl. tk)wcvcr, mtrl'
liple joinl v('nlrrr('s ntake lrcrrtcndotts clc-

nrands on the ntlnegeri:tl rcsrrurr'cs ttl
the corlxrrlle lcrrl Chirlt ccnlrr. F()r e\-
antple, nt:tny c\cculivcs r;[ l\lN(] Chinrt

centers have found fh:lt, though thcy
spcncl tillrc xttcn(ling clilii'rcnt ioint-ven-
ture lxlrrtl nrcctings. tltr.1' still lrrck tle-
tailed inlirrnrution on c:l(h specific i(,int
\'enture. C(nrsc(lucntl\. nlxn! II\CS crc-

xte strrlcl.li( l)Lrsiness units (SIllrs), u'hitll
gr<>up clillilent i()int vcnlurcs xcc()rding
t() cithcr pr()(luct line rrr gurgr':rphical lo-

c:lri()n 'I-hc slll I rxeclrti\cs-\\'h() lcn(l l()
be lusctl in nraior l'trrsincss ctntcrs sttch

as Hong K()ng und Shanghui-sit on lhc
l),).lr(l,r[(lir((1.'rs,)f ('ilr'l|,)llrl vcnIllr( rtl

their gnrul'r.

NtN(ls !vith (lhinir cenlers uncl large
(llrini opcrxli()ns-sLtch ls Motorol:t lnc.

xnd Sicnrrns Ac-tcnd () llrvc li[]l Ts,

lhorrgh sonrc snrallcr r'ornpanies tlut hlve
st'rctrl i.int \(r)trrr('\ trp Jn(l RrortiDE in
(,hinx illso nr:r) bcnefil from :r(k)pting thc
sllll sll.trcrure. lirr nrulti-pr'orluct unrl

rrrulti husin(.. (i,nll).lnic\. Slil \ :rr(, irn-

p()rtrnt hccuus( thc bxttle l{)r nurkct
slrare is fotrght prirnxrilv xt th( Slllr lctcl.
Slltl c)iecurives:rre rcsponsihlr for irnplc

lllcnting ovelxll c()rporilte strillclli('s llnd
irr nrlking sorc thlt thc pro(luct line
nrc(ls its pr)[il irnd pr()(ltrcli()n tilrgcls
Slll hei(Ls tlurs irrr likelr to h.rlt thc ltst
runclcrstlncling ol tht rnanrgcri:tl rnrl fi-
urncial strength o[ cntire prorlucl Iincs.

R)r e\arn1plr, thc pfixluct-hllscd SI|[]s of
\u(ll (jl((lroni(. i(rrrP.lnie\ Js \(,n) L()q).

rund !latsushit:r lllc.tric ln(luslrill (i).,
l,l(1.-rttllcr tlrxn c()rp()rille ltclclqultncrs
t)r incliriduul l(nnl \'('nl(rrr's Jr( rcsl)(rnsi-

lrlt, lilr cxcctrting tltc tltctics thrt rrrqxrr:rte
hcerkluaner lrolts u ill le:trl to rittninant
p()sitions i11 the (:llincse vitlttr c;tssetlc

ret'orcler. color tclrvisi()n. anrl contpact
rlisr pl:r1'er nltrkcts

A snrall nr.rntbcr of rrrtnpenies chtxrsc
(() il l)lement lllc S[]l I sttudurc ()n x rc-

gionll. rather tlun prxluct, lrasis. For cx-

anrplc. companics working in single-
prrcltrct brrsinesses strch as hrxcl nran-

xg(nlent and fasl-tixxl scnices tencl t<r

{tnr(lur( tlrcir \l}l's rcgi,,rr;tlly t,' [l,rlit.ttt'
krllizccl promotion:rl cftirns.

lU()st (lhinx-l(x r.rsrcl SllLls, thoLrgh,
(rnsist o[ nruhiplc f rint ventures in ()nc

yrrrxlu<t line liorrr clillcrcnr l(rxtions- lj()r

cxlrnrplc. one large hcalth clre pr< tttts
company hls lirrnrcd six p()du(1-l)xsc(l
SIltls to orirnxgr its rrn)rc lhan.l0 i()inl
vcntLrrcs in Chinil. Iiir(ll Slltl thus firctrses

nunugerill xttcnti()n on u h:rndfirl of ioint
\'(.ntur(s I() ir)lpr()vc tll( qrralit,v ol clcci-

sionnreking. Tltis tylt of strut'ntrc ulso :tl

l()ws lhc transfi'r o[ tx1-rcriencc grincd
fnrrrr l]r,rnrr[,rrtrrrinl .lD(l cnrpl{,y((' Irlin-
ing. ancl enables thc slr()ng relilti(nNhiPs
tlt,rtloPcrl sitlr srrgrplir.rs Jt {rnc ir)int
\-cntrrrc t() lle sharrd u ith ()thcr i()inl ven-

lures $rrrking in lhc stnlc product ntar

kcl in ()lhcr kx'xlir)ns. Arl(1. ltcartsc lhe
sllt' itnrdurc cnalrlcs (ihine-lresccl cxcc-

utivcs l() f()cus thcir cncrgirs on a snrellcr

nunrbcr of i()int \'( nlures. the struclure
hclps lo sollc the infrrrnution or,crloltcl

prrrblenr that China l'rtsctl cxecutivcs typ-

icallv cnrrrunter.

FT(;tIRIi 2
C()[p(rRAl li-L!:vl,]t. o tNA CIiN't uR: 'IrID (l(rtrN l RY ()R(;ANIZATI()N'
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Sontc Cltinlt-lirctrsccl Sli[]s er.cn t:rkc
ovcr nrarkcting. (lislril)uti()n, rn(l Ja-
c()unting resl)()nsihilitics t() 1tll()\\' rlrch

i()int tcntrrr( lo a(nl(cnl(llc on rr1irnrrlirc-

luring. ln generxl, Slttls tcnd lo Il,nlorc
cleeplv inrrrllcd u'ith <pcrations. ulrile
Chrnil icnlcrs lunrtrr,n rtt,,rc in .t str.rtr'gr.'

crpacil!. (:cntralizxti(nr ()[ (]hinx ()pcrJ

tions ill thc Sllll lcvcl llso helps.rn NINC

k) r(jl in c(rltrol ()f c(]lttin arcils ()f lhc

I)(xlucli()n ptress lrnd cnsure lll:lt clcll
venturc s ilcli|ities :llc ('()nsistent \\'illl lhc
((nnpany s ()lher Slllls in (lhin:l ur'r(l $ilh
()pcr!tir)ns in otllcr [)irrts ol tlt( w()rl(1.
'Ihis xhilit) bccorncs incrcusingll- inrlxrr-
Ixnt is thc \t\Cs (lhini ()perJli(xrs c\
prnrl att,i in(,,rl,,r.ltt. tl,,ztn. r,l t,,rnt
venturcs xn(l n)uhiplc SliI i5.

RESTR (I CTURING
FR()M THE GRoT]ND fIP

Vltilc cst;rblishing :r corporalc-lcvcl
China (eotrr to c(x)(linxtc en l\lN(ls cl-
fi)rts is lrn inlponlnt stcp, the suc-r'css or
failurc o[ un \lNCs (]hini ()pcrilli(n]s Jls()

depencls ltearily on cuth indiviclrrrl joint

vcnturc's pcdi)flrxln(e. Mxny I\,1N(ls llxvc
rcirlized tlut wexk ioint ve nturcs-tll( )sr

thxl [xil t() rtach profitalrilitl'lJrgcts or
nrarkel-shrre g()xls lx'causc ()f rnllnxgcr-
ial, orgunizltkrnal, rnd nrxrketing Dfi)l)-
len*-provide a p(x)r li\lndalion li)r tllc
l\,lNC s luturc gro\rIh in Chin . ln s()n1c

cxses, the J\ri\"C mxy considcr rcslnl(-tur-

ing such i()int venlurer inr() rholly firr-
eign-owncrl eotcrpriscs (\vFOl.:s). lhrt
:rdopting the WFOE stnr.ture is not thc
only option ft)r lxx)sting $eak j()inl \cn-
tures. S(,eking grealer c(luiry conln;|. clc-

ploying more expxtriatcs in key nttnrgc-
nrent p()siti()ns, ()r tnnslcrring c()aB)rxtc

culturc ltn<l values to thc oper{ti(nr:lre
()thcr \\.r)j, tr) strcngtl)(,n I l.rggrng j,rrrl

vennlrc,
Only in acrospucc, rctail, oil expl()

ruli()n, .rnd in vrmc lr,lcconrnrr.rnic:rli(lns
se('t()rs (krs the PR(i continue t() lirdrid
lllNCs fiorrr taking a ,rxljority equily sllrre
in a ioint vennrre. Rccently, Chincse xu-
thorilics rl.(, hlve h<.grrn I(, lilllit li)rcign
cqurr; st.rkt.r in key projcets in pill.rr in.
dusui(\" \u(lt as Jrrt)\ JnJ elc('tr(,nr('r,.

Howcvcr, (lhinese ofhcials have bcen re-

ceptive to clranges hr li)rcign equitv c()n-
trol in thcse inclustrics if tht, l\,1NC

demonslrales a sincerc commitnlent l()
improving tlrL' perli)rnttnce of a rleak
ioinr venturc.

MN(;s rel) hclrill rrn rxpirtri:rtcs t()

nllrnllllr tlr!'ir Chinx otfices. tlu)trgh srxDc

li,r( 18n (,,nrPiln,( \ ul.{, :rr( hrrrnE frrrtt
tllc gr( )\\'i!'lg prxrl ol-ovetsces-lrained
Clrincsc N'lltA grudtutcs lr.,!'ll)c a:BI?.

i\lry-.lun( l!,(.)(). P 26) I)cspitc rnorc than

lt tltc:trlr oi etrrnorttir' reftrrrns. skillcrl Lr
c.rl nllnxgers ilrc \lill h.lr(l t() lin(i in
Chinx. 'l'hough (lcl)lo)'ing cxl)uriltcs or
,rrcrslrrs-tr.rrnccl l'll( \lltAs in Llr p,,si.

li()ns su( h rs g(ner.rl ur:rnlrgc,r lrncl

trrnptrolL.r ruv nrecl rcsist:rnr't.on the
pln ()[tlrt PR(] lxnn!r, such u orovc can

hclp strcngtlterr irn N{N(ls crnrtrol ovcr .i

l:rgling joint vcntrrrc.
j\n .l\\itnrrcnr lh.rl u(u.lll\ rr,(lr.rlrcr

(ntc rtltnilger in :t r[:r'clopcrl ccorrorttl'
ntrn' rlt rrrlrncl t\r!,)r llrr(c (\l)JlriJt(
n)lrnlrgcrs $'h() clrn rcadilt il(lllpl k) thc
Clrincsc cnvir(mnlcnt .rnd tlclclp lrral
nranugcrill expenisc. (livcD tllc relirti\ LrI
higlr l)crccntllg( ()l cxyrrtrilrlc nr:rn:rgcrs

u'h<r lrrclk 1l)cir (()ntrucls lncl lelvc
(lhin:r premeturcll. lU\Cs ()licn llxve t()
'orerirrtc.t" in t.sPcricrr.ecl (,Nl\ltri:rtc
\l.rli l(, (rliure tlrc' .rrrit:riul rrln'g:ln,7rt-

ti(nr ()f x s'r.rk i()inl \rrnturc. 'li) irllftlcl
$'cll<1u:rlilied c)(piltrirtcs. s()urc iuNCs

Pr,,ritle .P(ii.tl c.trrcr rlcvcl,,Ptttenl in-
ccntives such:rs pr(Irium slll:rrics xnd
hcnctits packagcs, Iicquent l)rnn()lions.
.rncl tlrt, prrrmi.t,,rl .r Llcsir.rlrk, p,rsting

up()n (()nlplcti()n ()l the c\pillrixtes
Chi,r stiDI

Tlr()ugl'I thc pft)c.ss is slor,r,uncl le-
dk)us, :rn ,\rNC rvorking to trrrn:lr)und
il lirgging joinl rcn[rre corrkl find that
tmnsli'rring ils (r)q)()r:lte culture l() lhe
c()rp()rarti()n s Chinl-based ()l)c[lti()ns
yiclds a signiliclnt krng-tern payoff.
Likc ntan:rgers entl emplolcrs else-
n'herc. Chinese rrlrn:rgers end cnrplol.
ecs tend l() [rx!s on the pxni(uhr as-
pccls ()f their oun prLrblcms, *ith little
un(lcrrtxnding,rl tlrc p:r r r..nt Iirnr's
gkrbal strategic c()nsi(ler:rti()ns. Expirtri-
ltte nl nilgers sh()uld lirkc priDran' re-
sp()nsil)ility f()r l)r(n]l()ting str()ng em
ploycc identification with the
corp()ratk)n's missi()n l)y investing heav-

ily in cmplo)ec tr:lintrg. \\'hile ills() ac-

conr )d:rling (ihinest culturc rrnci val-
ucs. lllM Corp., M()to(ra. Tllc l)r(x1er &
Gaml>lc Co.. antl Volkswagcn A(1. tbr
exxmplc, offer high-tcch tr:rining. rvhile
tcaclting hxxh basic htrsiness skills and
thc c(nnpany s ()wn (()rpomtc culture to
Lxxrsr worker kryalty lnd etfectiveness.

lJeginning as a ltandlirl of sokr joint

vcnlures in thc l9lt0s. thc (ihine opcre-
ti(nrs ()f nlrnl Il\Cs lrx\c rnlturcd in thc
nricl-1990s into rkrzens o[ r'txrrdinalcd

i()inl venturcs. lllving singlccl ()u( Chinx

rs tlle cnlcrging nralrkel l() receive ar

lurgc-antl pcrhxps dispr()p()ni()n tr
irn)()unt (r'rcs(,ur('cs in tl)e future. ln()st

IVNCS mly l(x)k l() io)plcrncnt inn()vativc
orglrr'lizllti()nll s()hrti()ns lll.rl not ()nl)

takc aclventagc ol'their rxpcrience opcr-
lrling scplrrirtc joint venlrrrcs, but also
kccp their (ihinu ()l)erati()ns aligned $ith
tllcir gl(r)xl s(rilt(,gic g()lls.

IlrL .rlrilitv (r, (r(.ll(, iln(l rrrlrzc rvrn-

ninl structurc\ li)r multil)lr (lhinr \en-
Itrrc\ (1,trl(l tktr'rntrnr ultrtlrcr u lirrci!in
('(nl)orarti()n s ()Pc[tli()ns uill l^- success-

lirl in Chinl (^'cr thc l()ng tcnn. lhe ('rc

.rtir n , r[ .l .lF nU (:llrnJ ( (.nl(,r tlrxl (nI,] \
thc lirll cn&rrscnrcnt of lx)th scnior nrxn-

.lli('rncnt iln(l in(litr(hr,ll I)r( (irk r Llivisi, nr\
cn.ll)les thc MN(l l() slurc lcssons leurnerl

throrrghout its (lhinr ol)crJIions. An(l
.lutring lc.son. lc:tmetl rn,)n( re8i,)n i,l
(:hinx \\ith thr: l\lNC's opcfttltnts in ()tller

rcgi()ns servcs lo ulirxiotizc ttrc [irnt s

olcrltll returns in (lhina. Thc cfli,ctive usc
()f (lhinir-f(nlssd SBUS xl thc int(jrmcdi-
lte lc'vel elso ullorvs ex1^-nise gtined b),

in(lividual joint venturcs in ()ne pnrticuli,Lr

k)Cal nrarkct ()r product linc to l)c tnns-
li-rrcd to othcr i()int \,entures. hclping the

IUNC t() (apturc nl rket shirrc rcross lhc
(1)Lrnlry. But Chinx centers ilnd SBfls arc
<;nly ls strong ls the lvlN(l s joint ven-
tutcs. Thc necd to tum enruncl underpcr-
lirmring j<rint ventures nl.) 1'luslr the par-

enl IUNC t() l(x)k at ways l() rcslructurc
mrt only the lagging facility, l)ut also thc
finn s olemll Chinl opcriti()ns.

Nlvigating rn econ(nny in lr:rnsiti()n
clcnuncls grcat llcxibilir)'on thL, pan of
f<rreign panicipants. Son)c l\,{NC exccu-
tives believc thrt the c()rporate-level
(llrinll centcr is il Iransiti()nrl structure
and that gkrlul pr<xJuct divisions *'ithin
tllc l\,lNC-n(n SULIs-will irssune greatcr
(r)nlr()l over Chinl operxti()ns in the ftI,
ture. As the glolxl l)Ll5incsr cnvironm!'nt
lx'rrrrnc:, mrrrc trrrnpetiti\e n(l thc ChtnJ
n):lrkcl gn)u\ nt(,rc attructivc t() loreign
invcstors, MN(:s nrust be al)lc () manage
(heir increasinSly expandcd and complex
Chinr operxti()ns effcctivel)'. As thc-se

c(rnpanies compcte in China. il is safe t()
predict thal the qucst for winning struc-

lurcs will continuc. t

Itc Chln.t Bsrlno.. Icvlo* / ttottkhl I.tt,1ntr\ tt)t)-



taPolt

n
Envi

Framework
Julia Eplq Klee and Felicity C. Tbomas

hilc nxrst counlries iuggle lhc tr.tdeoffs l)ct$ccn induslrial rlcvelopntent antl environ-

mentirl protc'cti()n. China, \\'ilh plnicularly rxPid ccon(xllic grolrth, litces these tJrirl'

lengrs on a nxrnuntental scxlc (.r.? p..ll). 'fhe Chincst' lcaclcnhip, scll as:rre of thc

ncc(l t() improvc cnvironnrcntal nllnagemcnt, has nuclc lt concened cllirn ()ver lhc pasl

fc'w years to crcalc l comprehcnsive regulut()ry regime to mintDize envi()nmental clcgndatk)n in the

I'R(:. ln 1993. lhe National l'eoplc s Congrcss (NPC) estlhlished thc llnvironmenkl and Resources

Protection Comnrinee l(r advisc ()n envir()nolcntal legislation and fx)li(y. lrd by fonrrcr National [in-

vironnrenhl P(xcction Agen(J (NEPA) head Qu Gepin8. tlle conx itlcc lus been instrument:rl in lhe

cnirctllcnt of ;r numltr o[ ncu' ltncl revise<l l.rws (.r'ee lx)x).
'lhcsc devclol>nrcnts are l)ringing Chinir's environlncnlll rcgime cltlser in line rvitll \ycstem cnvi-

r()nnrcntr] c()ntr(]l stslerns 'l'ltc (lhinesrj lilrncq'ork is n()\\' comPrcllcnsive. incrcasingly tlelailecl.

:rntl similar in c()nccpl and appnraclt to thc cnvi()nnrcntrl rcgulat<;ry pltlt taken in tltc t:niled Stittcs.
'Illcre is cven talk rmong l'Ro rcgulatory olfi<ials of inlplcmcnting SLrpcrftlnd-ryPc nlciNures----{'ur-

rcntly a mrjor gap in Chinesc lcHishtion-to irssign resp()nsihility lirr ck'aning nl p(rlulcd sites. I"or

tlS xnd other lrrcign corrp;tnics ()penlling in Chim. lht I'li(] s tightcr environntcnlal rcgimc ntl]'
lrring sorne srrrpriscs antl ncw ()l)ligati()ns, lrtrl coulcl llso nlciln rtl()rc ltttsincss oplxtnttnities lirr cn-

vironrnenl rehtecl finrrs. Despite the min! similaritics bctrvc-en thc trs xn(l Chincse cnvironnlcntill
reginrcs. several key cliffrrcnccs cxist. 'l-hus, it is irnportrnl lirr fbreign finDs oPcrxling in Chinx t()
havc a sound unclcstancling o[ (ihina s cnvironntental laws and, nurrc significantly. o[ Chinis .tP-

pr(lx(hcs t() pnirlcnr resoltttiott.

.THE PRoCEss
Ilnvironnrcntll mxDxgcnrcrrl in ChiDx is ill]plenrcntc(l llrr()ugh lcliislali()n rn(l a(lministralion itl

various lcr,cls of governurenl. 'lhc Strnding (immittcc of tlte \PC gcncrally is rcslvrnsible lirr lirr'
ntrl:rting ancl cnlcting rclevenl las's ancl ensuring thcl':trc implenrcnlc<l and cnlirrtctl lll'nltionll.
p()\,inci.rl. municipul, ancl kxul govemntnl .ldnrinistritttlns, while Nfil'jA [<rnnululcs cnvi()nlucnttl
rcgulalions. llnvilrnorental slxndxrds setting spccifi('(luxnlitiltive pr:llttt:tnt limits lrc dcvclopcd lry

NIil,A under tllc supcnisi()n ofthe Statc Sciencc' .nd 'J'cchnology (l(xr)r)lission (SSl(l). Regul.lli()ns

lnrl stanclanls ;rrc rrlso set rt thc provinci.rl. nlunicipdl, aml krll lcrcls. lnrl thev trrel l'rry frrlrt rc-

htcd NEI'A nertrnll sun<lar<ls.

speciill minislerixl stlLndards-set by ntinistrics in.()njuoction wilh NLPA irnd sslC, irnd ()tien

stri(.lcr than the lirnits set:rt tllr.rluti()nxl lcvcl-rrpply to nrinistry-contrrrllecl intlustrics 'lhc Minislrv (,
(lhcrni(al In<hrsrry'. lirr exanrplc. c(x)perales rvirh \EI)A in thc lirmrul:rtion of rqguhtions, lhe managc-

ntcnl ()f cnvi(nnrlcntxl irllpl|d xs\cssnrenls, I)()llLI(i{)n c()nlr()l implemrntxtion. antl tht nl:rnagcnltnt ()[

hlzarckrus wrslc ls reldted l() tlrc chemicltl industr). fl()u'c\'er, thcre lre li'u clear arcas wherc NF:I'A

h:rs tlrc final say uml. lirr tltc ntost pan. ex(ll nrinistry is rcsponsihlc lirr impletlcnting inclustry-s1lc-
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(ilic lc!{islirtior). lhc rcsult is u rrrnsiclrr
lrlrlc rlcgrec ol ovcrlly'l l)cl\rccn in(lttsll''
sPt'cilir :rncl cnvironntcnllrl lcgislltion und

rcgulrrtions. 'lhe situxti(m is n<x likclr to
lrr . I:rrilitrl rr) Ilr(' nL.lr lrrttrr( . lrntl li,r'r. ign

invest()rs (in c()ntinuc t() (\l)cct c(Dsi(lcr
.rlre xnhir.iuilies rn identif\'irrg lll rclcv:rnt
(n\,ir,rlnr( I:rl l.rs'. th.rt rr,irrl.rtc rr P:rnrr-
Lrllr tncilitl or inclrrstrill l,lr<)(ess. A tirnhcr
problern is tl)c hct tltxt l'll(l cnvir)nnlcn-
t.rl Ls' tcnr.l to ll qrrrtc lrrr,.td. lt'.tr ittJ.l

inteqlrclill(rn of kcv arcus rnd e\xnlplcs
k) br lxkl (nrl in the irnplcnrcnting rcgrrlu-

ti()ns, \\'l)i(lr lirlIr\ months ()r evcn !'(.ilrr
laller.

Pr()\'idil)g tl)r ovcfllll lflrnrL'$()rk lin'
China s cnvironmentxl lcgislxti()n is th.
Envir()nrnentxl Pr()lrcli()n l-i$. \\'lliLlr
$'ls p:rsserl ils J trixl lxw in 1979 unrl
tlrrn utrcrtr.lrrl .rnJ cnld((l in fin.rl li,nrt
in l9tt9. 'lhc la$' intrrrluccs .rnd ilk)\\s
lirr tlte clcllnition oa dre rc\ln)nsihilitics ()l'

cnvinrnnrcntel prote(li()D lx)(lics, xnd cs-

tlblishcs environrncntal qirality stanclurcls

xnd hlA rcquirements.'l-l)c Llw als() lxvs
()uI lhe Ihrcc Synchr()nics polic)' (xls()

kn,.rq'n u. tlrc Tltrct sir)lrll;rn<.nr\" ,'r
''l'hrec Syn( hr( )nicities ), \\'hi(,h applies to
.rll II(v('1,)P0rcnl Pr)l('(t\ rnJ rc(luircs
thet environnrental alutcnl(nt systcnrs lr
designc(l. c()nstnlctcd, end oper:rtcd in

t.lnd(nr \\'rtlr thq ,I .irgn. i,)n\tflr('ti,'n.
rn(l opcrations of inclustrial facilities. ll)c
larr' cstrrhlishcs a system tirr dischrlg.-
nronil()ring rnd [ces, lincs. Jrd crirliru!
lixbilit\'. Otll(r laqs :t<hlrcss spccifi. mc.r-

sures c()\'cring \\'rter, lir. solirl n'lste.:rn<l

n()ise p()llLrtk)n:

I Water't\\r) nationill lx\\'s llnd sevcrxl

nilli()n1rl stlndlrds pr()\'i(lc cnvironmenl;rl
rc'gtrlatiorr of (-hin! s \\'lrtcNatys. surf:l(c
$':tlcr. .tttrl gri,un(l$':rl( r. Tht- nl:lJ,,r
stitutc. thc 198{ Wxlc. I\)llution l)r('vcn-
li{)n Jnd (irrlr()l Lart. uus lrmendccl in
I(I)(, to i l.rrrh rltr rt,.Ponsrhilrtic. r,l r.rri
()us !{()r'ernnlcnIlll (lcp:ln!)lcnls. Pr()\'i(lc
stridrr n()n((n)rplian(c pcnxllies, enc()ur-

xge sl)c(ili( (lcxn lcclrnol()gies. ilod
sl)ccifY th:ll \\'irler lre:rlnr(nls sltorrlcl lrc
(enlrxlizc(1. ()r conduclttl Jt:l singlc l:Igc
lre.llrncnl l)lilnl used l)r' in(hrslrilll 1:r(ili-

lics irt tllc slrrft)Lrndinll ilrcll. Irccs cllrrr,.le(l

lir_ \\'xter lft,Jtnrcnl lrc to lt trsecl tirr tlrt'
I]lxinlaniln('(. ()f thc lr(,lrlnrcnt lll( ilities.

Thc l(,X)(r rtrtrcntlcrl l.ts tlirl n<x intro-
tltttt il,..rrlr rltfinul llne' li,r \i,,l,rti,,n\
()r inl()(lLl('( k)tlll quilnlit\'. or nrass lou<l'

ing, pollrrtrrnt c()nt()ls.'ll)csc c()nl[()ls

nreasur'e lxrlltrt:rnts ir tcrlns (r' quxnlily,
n()l le\,el rr'(()ncenlnrti()r']. xnd ilre x lilsl
slep to's urcl inrplcnr(nling qu()tr\ l(rr
lllxxirDur)] (lis(hargc l!\'(ls. Tlle a(r11fi)ls

lrc hltsct! on :tn tss(ssll(Dt of ent,irorr-

,nennl clrpll(ity llnd thc nr.rxirrunl lct'Lls
o[ pollution thilt cln l,t alxorltd into tltc
en\'ir()nnlcnt tvith o)inirnirl dctrinrcntul cl'

ti'ct. 1-hrrrrglt cxrlier (llrlls incluclcrl sutlr
pr()visi()r'rs, iI xppcars Nlll'A $l{s unillrc
to push tltc proYisi(nrs (l)rough bcclui'(

of op1>osition ti(nn lhr lx)wcrful Mi,ristr1

of \"rtcr llcsourccs. rrhirh appurentlt'
\\'.1S unc()nvinc!'d thlrt nrlss kracling pol

lutJnl (r,nlr(,1\ rr( Jl)llrol)flxl( li,r (:hin.r

Prenricr I.i Peng hirs lul)li(ly suplx)nc(l
implcnrcntrtion of muss krding pollutent

contr()ls li)r all enrir(m,Itcnnl medil tlur-
ing thc \inth Fivc'\'sxr l'hn ( llX)-2(Xx)).
enc()urxging the use o[ this lppnr:rrl to
control thc clischargc of priority pollrr-
tints Nlll)A is rxpc('tcd to clclinc thc 1'xrl-

KEY PRC LNCTSTI.TTON,
REGULATIoNS, AND DIRECTIVES
ON CHINA'S ENVIRONMENT
GENERAL

Enviflnrmcntal Pr()tedion Lit\ l9l9 {fulified 19t19 )
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ENvIRoNMENTAL TnoUSTTSHooTING
\\'lr(n \\'(slcrn r'trnrPltnits Irt'gin to

('(,nl('rrrlt:ll(',r (:hirr:r Irv(\ln](nl. cll!ir'nl
nrcntrl (t )lrsidctirl i( ,rs sll(rrrkl lr high on
tht,ir list 0l trrn<'rrns. (lhinrsc t,nrirrrn-
nrcnt.tl rtgttlttiorts syretilr tlrlt :rll nts
''rlclt{ rprnt nts. slttthcr r grecnfic lu'
rilitv rrr un cxp:insi(nr ()r lc(hni(lrl rcn()\'ir-

ti()n (r' Jn c\islinll l)lllnl r)r j()int vcntrrr(.
rcquit( .lrl cor ironrttcntrl irtlpxct ilss(\\
rn(.nt lljl.\r IIrt tr(n l(li,rc tl'( l)r i(l1
nC.rr\ lll( 6n:ll \lJg(\. rrr.rrr\ \\ cstt'nt llntt.
will scck u prelinirrrrt' cnvrrrnnrcnllrl lrtr-
(lit ()[ rnvir()nn]entxl sitc llss(s\n)cnt
(tiSA) irn(l c:.lJhlish irn cnvironnlcnt:ll
lr;rs.hnr' .trnr'r' Io \,rllsl\ .rn\ rlU(slio \
lrxrr lhc rr)nrpan)/s dircclon r;r financial
hrckt|s alrout potcnlixl cnvir()nm(nlal
prrltlcntr ck *vn tlrt. rourl.

Lr th( l)ilst. (lhinr.sc nrlnuflcturcrs
lenricrl lrr p:rv lilll(, illt(nli()n t() \\'xslc-
$'lrlcr lrntl lrir clischargcs. r','lrslc drsposll
Jn(l st()l:ll.lc. plxnt nLrintcnrn(e. or gtn-
r'TJl ('rl\ lr' nlrrlt-nl.ll h,rrr.t Lr'r'pin! ( ltrn.rs

cnrir()nn)cntJl c()ntrol regintc hlrs cx-

l':arrtlcd lircrttl)' in reccnt ycrrs. lhouglr.
wrll) tlx if'suc of nc,l gLric[,lines lirr rrutt.r
an<l lir pollution. s':rstc skrrage lntl hlrn-

rllilrg. unrl ()tller li)nrs o[ yrllutxrn <rrn-

lrol. 11)r l()rci8n 6rrns. kno$'ing lull tlc-
tails o[:trr] plsl cn\ ir( )nnrcnl:ll pr()l)lcms
()n u plr'li('uhr silc is il1rl)on:lnl. ils (:hi-

ncse h\\'arrrr(.ntlv is un('lcxr l\trlh(r lllc
prc\c,rl trtcr o[ lt panitrrlitr site ()r luailil]
(irn lx l)cl(i u('((\rnlrl)lc lirr clcanirtg u1>

l)rior c( nlrrnlinali(nr. (ihina orrrcntly ckrs
n(rl lr.r\'( .llr!' Sulrcrlirr.i-l\l)(, pr()\iri'r)s
k) Jssisrr rcsB)nsil)ililv Iirr cnr ironnrcnrrl
, [.rn-rrI t'lkrns. thorrgh (ilrrnrs< tnlirrrn-
rncntal olllci:rls hxlc rcpofle(llv (r)nsid

ered intplenrcnting a systcrn sinilar trr the
l S \V\l(11) I J.('p-{.r). 'lllr\ nrghl n)ciln. in
! \\'()rst-crrsc s(-enario. lhll e foreign finrr
entering int().r i()int I'enture in (lhinil
coulcl Iintl itself liablc in the futrrre lirr
cle.anirrg up hazrrcious contrnlinxnts lcfi
()n silc l)y prc|iour'i rNcni.

Whcn thc plans ft)r l ioint venture ()r

othcr anrcstmenl in x p()duclk)n facility
in Clrinu lrc just gclting undcr wa)'. many

foreign companies ol,t hr pcrfclnn a non-
intrusi!'( !:SA to ger e gcner.rl lecl firr lny
enlir()nrrcolrl p()blems on J prnicular
silc, an(l sltisty th( cnvir()nnrenttl duc
diligcnc( llut thcir (r)rporirte phik)s()pll)'

or lirrr. ign linunciirl brrrktrs nright rcrlrrirc.
Suclt :r stcp is not rcqrrirccl hr' (lhincs(,

l:l\\'. l)flt (iln bc rrsc,lul in lxvirlg Il)c
groLrncllork li)r r lull-hl()tr'n Ill,\ l:rt(r.
'l-ht lirrcigrr i,lvrsl()r t\ill usurllr'Prtk u1r

rhc Si,0l)0 Sl5.olI) rrh lirr rhc LSA, lntl
urll trr tr' rn, lruL, Illrs c\l)(,ns( ,ls Ir.l11 i)l

ils clrpillrl (()nlril)Lrti()n k) 1l)r vcntLrtu.

In th,. l nitt.l \l.ll(s. ni,n l|tlr'u\ir('
ES.\s gcnerullv erc prfirrnrcrl in ct,nt-
pl(tc J(.(()r(l:tnc! \\'ith AsTtrl ti lil:.
''strrn(hftl I)rxclicc li)r linvir()nnl(1lLll Sit(
Ass(sr,rl(r'rls: l,hrsr, I li)\'i()nnr(,nlxl Silc

Ar's(ssnlcnt Prxcss.' lt is inrp()r ihl( t(,
pcrkrnn rn FISA in (:hinir in cornplclc ac-

corlancc uith this stanclarcl, tlr()rrgh, l)e
cxuse tll(. r(,gulillon rrcr:rcis :rnrl dlta-
basc ltlts conrnronlv rrscd to in\'('stigatc
cnr rrr rnrrr,rrtul ('('rklitx)ns xt prr,lx,flt(.\ rn

tlrc tlnit('(l Statcs [r!'(lucnlh arc n{,1 lrvllil-
al)l( in (.llinr. lnslel(1. ost \,r'(,stcrn
((nlll)iroics relv orr experienr.:ccl consrrl-

linl\ r() (lclcll)p an xPpr()Prirle r\(\)pc
ancl stunrllrrd lirr lht'usscssntcnl trsing lhc
,\ST\l Stunclarci Prlclk'c xs a gr.riclcline.

As lll(. IISA is tl()l r(.(luircd lry (ihincst,

lrr\\. (lhine\c cnv ir(,nnlcrrt:ll firnrs nlrv
hck thc crpnrncc to ((,rlplelc tlris lvpc
oI-u:,sctsntcnt. If tllc l.:SA is I rc(llrir(ntrnl
firr Prriert financing, thc panics l)n)\'id
ing tht. linuncing nlx) slipulilte th:rt lllc
[:SA l)c un(lcnxkcr l)v rn intcrnxti()r]lll
Irrrn \\'itlr crjnr'nrr' \\1,rLinI in (:llin:r.

'Ilrt liS,\ Pr,rr'ss rn tilrinu trpir.rllr rn.

volrcs scvr-ral phlscs, :tlkru'ing tlre lir
eign lirrr to base lhc latcr phases rrl thc
cn\,ir()nrnent:ll ilsricssnlcnl on thc c:trlv
finclings, thcreh; mininrizing costs. In rhc

first plrasc of an ESA. tllc :ts\css()r (()rl-

ducts :r visual inspccli()n ()f silc surlrcc
c()nditi()ns and rut'ic$s anv re(()r(ls l()
idcntrl! pr{(ntiJl sotrrir's rrf c()ntilrrlin -

ti()n lx)th ()n ancl adjrcent t() th('silc. T()

ensurc thxl io)fx)n nl c()ntaminali()n indi-
cuors !r! not ovcrkxrked. this 1)r()ccss
1,\,ill intr)lvc a field inspcclion of thc cn-
terprisc fa<ility ()r p:rrccls of hnd: l rc-
r,ieu of avuilatrle literaturc antl infonna-
li()n lo J\\('ss geolrXic:rl scttinS. prcr i{'tr.
hnd uscs, nearby groundu,alcr uclls.
n<ighlxrrirrg rndustrit.s, lnd $crlan(l im-

Pa(t Pr(,lc(ti(rn tnclsurcsi and dis(us-
sions vlith plant Jx'rsonncl :rnd kul cn-
vironn)('nlri protc( 1i()n ()fficiuls. Thc

inili:rl ir:\cssm(nt slrrrulti :rlso inr'lrrdt :r

rcvi(,\\ ()l Chincsc lcgislution lntl rcgulu-

ti(x)s, inchr(linI lhc nc\\' hr\\' lif tl)c I)re-

\cnli()n xn(l (inlttol rrl Solid \\'ustc l\rllrr
Ii()n ( ic(, 77,c (./r(. 11.r!(h-Al)ril l9()o.

P.3()).
I)uring llle sctorrtl phrsr ()l tlrc li:iA.

invcsligxl(n's $piclll\' (lrill encl olrtain vril
rntl grrrur'trllalcr s:rnrPlcs lo lx, :rn:rlvzccl

li)r x rlngc r:l'orqunic. inorgunic. ancl

r cllrl r.r rnl:rmiDanls. In s(xne (Jscs. l,hirsc

ll x(ti!iti(.s entril rn (\'x[rirti()n ()l-5p(.(iill
(\)nliuDin:rnl:\. srrrlr ls a.;bcskrs rrrrr.l gxll\.
(ltl()rirulc(l I)iphcn\ls ( P(.lts). dep'ncling
(nt sitc hist()n unrl trsc. InT'cstigatorr nrll'
:tlso assess xn(l insl)e(1 sc1!crs. sl()rnl\\il-
tur l:l.ililics, nnd rclc\,lnt municil)il l:r(ili-
ties lirr dispos:rl ol li<1uid :rnd solid
u'lstcs. 'llrr: thir<i uncl 6nll plrisc ol thc
IsA Pr,x... inrolr'rs rcrnetli:rl .rrtirln
l)lxnnirrg lnd (lcsign ()l nlitillxti()n xhcrnir-
tivrs l() lessen c\isting ()r lx)lcrltiul J)r()l)-
l(t]r\: fir(linrin.rn (lcsign Jn(l (1)\l c\ri
nlrlc\: ;rn(l final clcsigrts for rr:rslc*'lrlcr
lrealllncDt. Jir p()lluti()n control. rncl
u,ast(.(lisp()sxl.

PRC EIA REQIJIREMENTS
'l-lrc I:SA hclps x f()rcign invcsl()r dc-

cicle'ulrtthcr r pafli(ulilr sitc is j pmlcnt
lrr:rtiorr lirr its ()pcllli()ns, hut ulso l:rys

ntreh of the grorrntlrt'ork hrr thc cnvirort-
rrrcnlll inlPilcl rtsr(isrl(nl th( rcnturc
sill lr:rrt to plcp.rrc ltf,,lr il (.lt t(('ci\c
appror':rl to opcrrtr'. \\'hcn thc vcnture
strbrnits its propos:rl rkruments lirr rrfli-
rt.rl .tppr,'r.tl I'r tltt tr{r.tnt .rullroritt(}
tt tlt( l(x:rl .n nltii,n.rl l,.rcl. tlrc f,,rt isl
in\esl()r $ ill gcncmlly havc to inclurlc an
''c'nvrr,,ntrtctrlll l)rt,lciti(,n,'h:tptt r.'
rvhich prlvides inftrnruttrn ()n p()tcntial
sour<t's of envinrnnrsnlltl frulluti()n rcsult'
ing liorn thc ventrrres operxli()ns, :lnd
th(j Ilc:rsures to lx itnplcrncnte(l t() c()n-
trol tlris lxrllution.

l)unn8 lhc hnrl fcasibility studv stagc.

lhe vcnlure $'ill nettl lo t'ontluct I fomul
EIA.'fhis process is r)picdl].. nr:lnirgcd hv
thc kxal or provinci.l EI)ll. ifl coniun.ti()r'l
witlr tht' lorrl l)lilnning (,)rnnli\i'it'n
ind:()r lo(:rl lancl nranagemcnt rlrpart-
nlcnl. l'hc EIA rc(luircnrcnts ar(' hid ()ut

in llx' IlirnJE(nr( nt (ir.ri(lclinr\ (nr I:n\i.
ronrTltr'ltil Pr()tecli()n ()f I)cvel()pnt('nl

tr llro Chlno Burlno$ Icvlew / tilut|-\' !t ltnii) tt)t)-
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l,(rietrs ( l9tJ(r). Rcgulatiolts l()r [ngineer-
ing Dcsign {)l linvi(nrnlrntal I't'()tccti()n (rl

(i)nstnr(i()n |,ft)jrcts ( l()lIl. in(l Milnag(.

ntcnt It(,('c(hrrcs li,r lnvi()nnrentJl I)r(,-

lcdt)n ()l (irtstnrdion P()ircrs ( llI)). ln
\(,Jur,('.r\(s. tltrs Irrx r'rs rn.rI rll(Jn \inl-
pll filling in ir stxnclxKl IilA lirnn clcmilirtg

tll( nirtr,r(.. 5r,,c. .ln(l (rst ('l tltc pr,'i(1r:

rrnY nli(iprted I){)llutir)n (lis(lur8(s irnd

p()lluti(xl tlcJlnrenl lcvcls. lncl polltrtion

l't(ililirs l() lt rrscrli lnd thc cnvifinrnlcn-
Lrl stalrrs o[ th,.. srrrroun(ling rrcxs.

lirn,ign dclelpcn \\'h(,\c invcslnlentr
lrrt' consiclcrecl r)rai()r pr()jc(ls. In)w(\'cr',
must l)r-(l)arc r li'll lilA snr(rnrnt 'lhc

lllA r((luirrnrcnts rvill dcpcncl on thc
Jnt()ur1t ()l li)r(ign inre,t rtnl. ls $'cll ls
on qirclhet ll)c lxnicll:rr intlustn is crn-
sitlerecl u polhning secl()r I'sing stxn(lxrd-

izcr,l procc<lLuer. thc l)roic(l detcLrpcr
l-irst pr('Prf(:' I IA gurrlclincr r['.r'ri rnA
thc Jc()l)c in(l .()lrI(nl ()l'tlr( IilA \tul(
rrcnt to l)( Prr'1't.rrr'tl 

'llrt.r' grtitlt lrnt''
irc thln revie\r,cd encl rpprr^'ecl lrr llte
l()('!l ('nvir()nnrcntlrl protcttion htrrcau
(lil'li). lir <rrnciutl thc invrstiLrrti()n rnd
((nnpl(lc thc lilA rtatctncnl. thc ti rcl-
opcr lhen lurns to cxl)cns in l l)R(: lirnl
lppnr\,crl to (llr'r\' ()ut l:lA in\'(sliSilt(rrs.
ln rnirnr' (r\rs, lhc til^ is rkrrrc hl .t rc-
.,elrch or cortsrrlling urnt <rl lr Chirrt'sr
irgen(\' in\'()l\c(l in Ihc Pro;ctt, ol pcr-

hups bv thc (leslgn inslitut( in\i)lv('(l in
th(, pr(l)irftrti{)n {)l thc linrl l(x)il)ililt
strrcll'. \t'lrilc r lt$' lirrtign en\'ir()nnlcn[ll
engirre( ring llnns hlrc joincd uitlt (llti-
nesc inslirutr\ r() d() l:lr\s in (:lrinx. Jn tilA
prcprrtrl solclv ll u tirrcign linn nr:r1'nr

lX, acccptlhle t() (:hincJe irPpr()\':ll lu-
thoritics ljinall-v. thc tilA is sulnuittc(l tcr

tllc [.]l)ll li)r ]s\cssorent lnrl rppn^'al lnd.
ul1l)n:rl)l)r()\':rl. tlrt l:l'll (lirr itr d(r rsr,rn

t() the rclcvxnt rr0th()rili(s.

PR()TII,EMS
AL()NG TII E WAY

On pllpcr. r lcxsl. the rnvir(n )rcntrl
cn8inrcr's efli)ns li) (()nrPl(1( Jn llSA ()r

srrrk s'ith the krcal lil)lJ anrl :r1'rprrxctl

l)ll(: rnvir()ndlcntill ((nrsullxnls k) scc lllc
IllA l)r()(css thr()ugh sccnr :'ltriglrlf()r-
w ftl. ln rcillily. thouglt. nritnl' ol,strtclcs

nr.rk( .ro\ t\lx tlf cnvrr(nlnr('nl:ll i[\'(\li
g.rti()n rn (.hinx drlli(ult. ln\('.lillJli(trl\
into:r panicullrr silc Jrc ()ltco \t\'rrric(l l)\'
tlrt' l:r<k of uPchted sitc. phns. trscful

rccords. and historical :terial plto-
l()grul)hs. NI:l,ry p()t('nlirl ('s()u('cs nray

lx (11-linlits :rltogethcr: rcgi{mxl gc()l()gi-

cltl nlllps ilnd grounrlrlitlcr d:rtlt, lirr cx-
rnrplc- n<:rmlllt'arc not rtvuilitlrlc tr: thc
prrlllic 'l'hc 1(rnl(rrcs l(x'lrl l)itnncr [l{\'
be ovrrergcr l() plea\c tl're lincign prn.\

lu url tlrr'lirrtign cn\ ironrrrrlrl.rl in\(i'lrl.l.r-
Iors. lirr'cxlrurplc. thc krclrl plrmner ollry

gi\e (,\'cn Jssu!1ln(c lhtt llt([e irr( r'l{)

I'(:Bs ()n sitc. \\ithout sloppinS k) (lilrili'
utel thc tt.mr itsclf ntcltr'ts. I hc hnguilge
l):Lricr (rn lxrsr rlhcr Prrblt'tns. vr a lirr-

cign invcst()r sltor.rlcl rurkc srrr( it\ lisA
.rrrrl ,,tlrer ('rl\,ironrt)( nlJI ln \'('\l rl.l.ll r. rn

rqnrs hurrc tllc rhilit)'k) tu:r(l sitc (hx-u-

r)l(nts irn(l c(nt(luct int(n'ie\\s in Cltincsc
rr ith knorr k tlgr'lrlrle l)l.llrl rr'l)r( \( nt.rlr!'('l'

rus lrcll us rlith krcel lil'l] offtci:rls.
'l'ltt phlsitrl eolltr.tion ()l' sitc (l:rllt

rrx) rls() prl)\'(' (lilficult. (lhii('sc ge()l()gi-

tll rr gcotccltnital instittrl(s ilntl l)ttrcirus.

lirr cunrplc. hurc,.hilling c.rpllrilitics th:tt

rrn nrarkccllr. vhilr t p(xl-sl\1c (lrilling

rt r.rr hirrr'. $rtlt.r rI(rl('r.rlrrr,'r tlcrlrir..
pou'crctl ntolor ar( ( ()nln)()D. lftt( k-
nx)unlc(l drill rigs \\'ilh !u8(r\ .lrc I:rrc
ancl hollou'stcnr iug( rs. c(xnnxrnlv uscd

in I)hx\(' ll io\'(stigrti(ms irr lll( l llit('d
Stlllcs, rc urtllrxrcl ()l'. ()thrr (quil) )cnt

rrscri irr thc \\'(.s1, in(lu(lin.l.l suitxblc \\'cll-
s(recn. l)\'(l pipc. lrrilcn. rnd srntpling
lrottlt.s. usuallr nlusl l)e ir)rportr(1. As

submcrsilrl( punrPs li rls'cll devc[rpntrnt
or sanrDling ur( n()l usrd. thc s rnl)lir)g
ntctltrxl,,Lrgr tcntls to inlolrc lr.rrlrng.

rrlrir'lr Drrr l( rtsrhcn th( .unrPlin* tittt,,'
rc(luilcd.

Oncc s:rnrplcs li)r Jn L:sA hl|c lrrcn
olxrrinrr.l. thc lirrr:ign purty rttrrst r'ltrxrse

r.rrclirlly shcrc thc sxnrl)lcs ure to hc :u't

:rl1zerl. Rrr an [iSA. slnlplcs (xn lx' lnx-
lr,zccl at l lral lulxrr:rton. lrrrt the results

:rre mrell prcpantl ac!'(nding l(l slln(irrrd
('S (,r Wcstcrn prolocols. xn(l l(,ngtllv
tumilr()und linlcs xrc (or rl()n Tha linll
r(porl, r)l()re()\'(1. \\ill l)c in Clliorsc,
$lrich rncin\ th('li)rcigo finn uill lravc lo
have tlrc results tr:lnslxt(l [i)r (ornplln\'
,,lfiti.rls untl hrun(irl l).r( k( r\ irt h(rrx'

l:or l t S-lxsud c(nnl)Jn\. \(nding the
slnrplcs firr rn liSA lreck lo Ihe Llnited

Strtes otighl sc(rD th(' rll)\'i()Lrs s{)ltlli()n.
l.,tn this. t<xr. crn lx p(r)lenuti(. [:5 (:us-

knlN tcnds lo rsluirr lengtll' drrunrcn-
tarti()n f()r anv such -irnpr)rts. and the

long transit ti lcs. \\hich nlry rxceed
stlndarcl holtling rinrcs, may rl,rrrant
sreking a fusler tunr:r(nrnd ckxer to the
l)llc liil(. S(nnc sarnPlcs. intlucling tkrsc
\ul)rritl((l li,r I'(:ll Jn,rh{i\ ('.lnnol lt'irn-
lxrncd rrrto thc Lrni(cd st c\. ln g(ncrxl.
llrlxrlirtorics in Austrrlia. Il()ng K()rtg,

\cl' Zcllencl. and Singupore perlirrm
rclsonlrl.ll) prit cd unrlyscsr Auslrxlian
lrrboratorics. irt pxrticul:rr. lrc oftcn
theapcr tlun llx)sc in ()th(r pxns r)l Asia,

L'xr'l nt((1 lil( rcqulRll turn.lrr,lrn(l linx.
lrnd olirn usc. l'S llnrift)nnrcntxl llr()tc('
ti()n Agencv inull'ticul n)ctllods. Aus-
lrxlixn (lusl(nns nlso nrairrtlins fi'$'rc'-
stricti()ns ()n thc inrl){)n:rti()n of santples

li rr lxh)ti(()n lnxhsis.

ASSESSING TIIE RTSKS
'l.rkrng c:rrtlirl {('l)s (hlring tl)(' l':s.\

iln(l IllA p(x-(sr'cs slurukl lx'lirrcrlost on
(\'cr\' (.hinir il)\(st()r'i min(1. Tlt( liSA

Pr<rcss :'lrort[l ull(()\'er tn\' c|idcn(c ()l'

.l('lr.r.ll \,rl Jnrl r)r grr'u,kl$Jl(r' ((,rll.rrlri-

nxli(nr lr{r lr:rzrrrtkrtrs mlrtcrills. cithcr
ljrrrn crrrnnt ()r fitsl tls(s ol thc pr<1tny
,)r l'r.nll (,1l.\it( \(\tr'('(\ (,[ (rtnlJn!tn.ltirnl

Il I)()lcnti:rl Pnirllrns :rrc rlixrrvcrcrl. the

l:rttr 1'lllr.r'r,rl tltt l's.\ .lr,,uIl rLrcnDint
lh( (stlnlJlc(l c( )sts .ris( )( ixt('d \\'itlr n]iln-
lrging lrncl rrrncrlting tllc siluxti(nl

l)rcplring xn IIS-\ rltorrkl :rlso hclp l ith

tlle prcl):r,lrlir)n ol:rn lilA, J trsk c\(ry
li)rrig rnr(,\l.,t in :r Prrrltr<ti()n l:r<ilit\
(iln c\lx.(t to lx askt,rl I() (\rnPlel!. 'Ihc

l'lA Pn,.r'rs lrrirru' lirrri*n inr('\k,r\ it)
((nnplixn.e $itlt (llrincst lx\\'s, ln x(his-
lhlc lrrsitir:rr gi\en tlr(.tctl(lcn(-! ()l s(nne

,,llltr.rlr in (llrir.r to lroltl ti,r(ign lr.rni(.
ilcc(,unkllrc frrr nrecting lll the environ-
nlcolrl sp(.ili(JIi()I]r' tl):lr rigllr Jpph t()

tltcir !cnlur(, in lh(' .rssur)ll)ti()n tllrlt
''cltcp-g:t kt trrl lirrcign firnrs c rr rlli)r(l
.lnv c\tr.r lin.rx iJl ,,lrlig:rtion. ulril(' rl i\
t, n , :', x n) Io lull lttst lt, ,s Cltirt:t u ill .rssrgn

rc:'p( )n \ihilil! Iirr rlclning up polltrtctl
sitcs. knorving thc ftrll srory ltlirre hrcrtk-

rnH llr,un(l rn tlltrn.t .ltoultl ltc'lp ntrnr

rnize xn\ slrrpriscs (l(,\\'n the r()ltd.

- Jihtt\ C. .Sc( l
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A critical juncture will

be how and whm Ckna decides

to pursue Supnfund- g.pe

lcghktion.

lutant lelcls further at sonre futurc date.

tlpon appr()val by thc NPC, the mass

loading c()nt()ls u'ill replacc lhc concen-

tr.rtt)n contr, critcrir currcntl) in effe(r.
Nfl,A plans 1o estlll)lislr nuss k>ading tar-
gc$ initi:llly for such priority pollutants as

oil, grc,ase. irnd pctrrxhcrniclls, alkrating
tlist h.rrgc lirnir. l(, in(li\iduirl in(lu\tri(s
and factories. lt is xnticiprtcd that in thc
transiti()n l() r'nass loading (ritcrilr, con-
l(rs $ill urg(t ncu'ly establishecl conrpa-

nies and conpanics v,ith frrreign invest-

mcnt. he(ilrJse'of thc (ihinesc legal
traclilron of grantllirthering estrl>lishctl
Statc-()wn(d conrprnies by allrrving a

grrc<, pcriod ltforc cnlirrcing lhc ftrll
\\,eigl)t of tl)c ne$ lcgal rcquirenrcnts.

I Atr quality At tlrc n.rti,,nrl l,.r<1. .rir
(lLr:rlity irncl irir emissi()ns rre regulutecl hy
,rnt Lru' lrnri scrtn sl:tnrl.rrrls. 'llrr' m.tin

air-rclrtcd slxtulc. thc ]9lJl LxN ()n lllc
C{)ntr(,1 xn(l l'rcrunliL)n (,l Air l\,lluli(,n
\,\'irs significlntlv anrcndccl in ltD5. Thr
anter'trht'tents ftruscrl principelly r:r't con-
tr()llilrg sullirr. nitrogcn (xi(le\. n(l olhcr
entissi(ms relrte(l to ecid uin lrnd co:rl
(-(n l)ustion. In .ld(liti()n. Ani(le la ()f the

l.ts' rcrltrtt'r.s rtrllirr rli,rri,.[. rrntl ,rr i,.l rrrin

z(nrus k) l)c defincrl. l'hcsc z()n(s \\'rtc
dchncd in u regul:rtion rlnrlicd bt' \EPr\
ancl cnrclcrl l)y lllc Nl'C in 1996. Accord-

rng to tltc n'gulutiorr. l:(1,!ri(:' in ((fl:lln
geogmphicul zoncs rvill I asscssccl sul-

Iur rlioxiclc cnrisskrn fi'cs. xnd slringcDt

enrission stunchrrls Iirr poucr plltnts en<l

industrial Iroilcrs will lrc cnlirrc'ccl. In
gencrxl. tu((nth isslrcd xil crnissi(nr c()n'
trols lircrrs or't st"tllir llioxiclc. nitrogcn ox-

icler. totnl srrspenclt<l punicuhtcs. dr.rst.

ancl esh entissions

I lrt' nt s lr :trrtr'nth.lrl Iurr .rttrl .rir t'ttrr.i

sion stlrndlrrtls corrltl hclp crcetc:r nrarktt
[,,r li,r(.rln- ],r(1,, st:tr'k r.rDiisirrnr tttoni.
loring c(ltlil)n)cnl ur'tcl cnlissions c()ntrr:l

te(hn()logi('s tr srrch prrx-esscs :rs rlc
clusting lncl clcsulphrrriz-ution. iujny citics
have cnvironnrentlrl <lrtrlitt' t:rrgc'ts tltlrt
re<;uirc kxltl industrirs k) r'r'clutc thcir lo-

cll pollutut cmissions as much rs possi

ble. Such targets lre gencrall.v.. not strin-

gently enforced, as local industries ten(l
to ()pcratc ()n tighl financial l)udgels.
HoQcvcr. tl're increilsed fx)liticxl suppon
for the in)plcmcnting of c'nvironmennl
pr(ll(\li(In lll(:rsttr('5 mJ)' (n('ourJge in
drrstricr in (.hinJ I() ir(ld ()r updirk errtir-

sk)ns monik)ring and ccutrol cquipment.
I Sotd waste The core wasle slllute, the

lD5 l;ln firr the Prevenlr()n ancl Cont[)l
of solid Vrsle Pollution, establishes u

hroatl national frlmcwork li,r thc Dnnage'

mcnt of andustrirl, nrunicipal, rnd haz-

arrkrtrs q,tstc. $ee 'lhe CIIR, Marclr-April
lqx). p.l(r). The nr:$ lau'is c'xpcled t()

in.rcase tl:rnsponflion lnci disposel regu-

laurry clenrancls ()n nranufucturing opcrl-
tions in Chinr. The lack of adeqLutc srlitl
nastc disprxal. rcllnlenl, xnd incincratk)n

facilities in (lhim. thou8h, u ill nukr: com

prehcnsivc cnti)rcrnlent of the llLw dilfi-
cr.rlt tirr the ncr nrrr 1'ears or xr Nonethe-

less, conrplnies nlLlst register with thc
Irxll cnvironmental depanment all solicl

!nd llllzir(l()ur' \\'lstc th:rt tllcl prxluce, as

stipullted in x,ticlcs 3l rn(l l+5 of tltc ncw
les. \\'hilc lhc sl^'cific prot(r(rs rnd re!l-

islrirli(D (l(\'unrenls rcferrcrl to in lhc ncrv

lal lrc still lring firrnruhtecl. thc p(re'
drrrcs lirr rr':rste rc8istrilti( arc likcl,v t()

res('rrhle x sinrpliiiccl version ol the lls
Rcr()urcc (.()nsenxtion antl llecovcq' Act.

Also cxp(.(]cd k) l)r pr(nDulgxlc(l in lh(
ncrr lirurc rs l ncs p:tcklging lx\r. $ti(ll
is cxpcclc(l to include sl)ccificiltions fi)r
rctrrlrrhlc rrnrl lrx r lL'gr:rt l.rlrlr pur k.rginq

It rcnr;rins unelcrr hr^\' slrinSent str(h re-

quircrrents \\'ill b('.
'I-he ilnpl(menling rrgulirtions to tll(

S()ll(l Wirstc l-a!", \\'hich NEI']A is (x-
pectc(l to r('lersc in cilrh l()97. xrc likrh'
t(),trcln an increascd rr.'grrlatory burclcn

on lirrcign flrnrs. li)rcign lirnrs involvcrl
in pr({'essing chernit rtls ;rncl nl( lxls'----{)r

()tl)rr in(lustries tl)itl trn(l t() gcnerxt(
llrrgt .utrr,rrntr ol $'.r.te-r)l.l!' lt' I).rni('lr
larly uffectccl. Arlrlitiorr:rl rcgulJli()ns
rrithin thc nc\t l'ir.c lclrs $'ill r<ltlrcss

su(h issuc\ Js un(l(,rgr(nrn(l sl()r.rl.lc alnd

rflrcrl{cn(v rcsp()nsc Pr()l()(r)ls. ncitl)cr ()l-

\\'lr(l) curr(ntlv is ngullrte<l cor1lprchcn-

sirclv. H.lzrrrk)Lrs \\'xstr issucs rLrlxtc(l t()

Illc \t.tlul,,n'l)r,,\i\i,,n\ i)l tl)( lirtri l(.gt*
hlion lrre lrlro ilnli( ip:rt((l :rs Plrn of thc
rcStrllrton' Iur'kagc lrn(l :lrc exl)c(1e(l k)
pr(^ iclc tlctlilctl hlrzartlrus sarlc cl:rssifi

clti()Ds lln(l lrcilln)( rt1 D(xldurcs

Thc ncw law cnlphasizcs the neecl f<rr

\\'asle tre:rlnlent :rnd disp()sal and,nJ\'
()pen sorTlc doc>rs for foreign providers of
consulting scn'ices ()r \i'!stc trcirtment l:l-
cililies in China. Uut the Solid wxsle law
lc:rvt'. nuny lirreign frrnrs \\ith r)l--rJting
vcnturea in Chint s(nnc\\'hat unslrrc ()l'

their cuficnt ancl lirture cost ()l)ligati()ns

for rvastr disp()sxl. ln the sh()rt ternr.
ntany tirrcign vcnlLrrcs Are storing genrr-
etecl *,astc on site in anticipation of the
estuhli:hnrtnt of pr0per rlr:posul srtes in

Clrina. ancl are l(x)king I() mini izc their
\! xstc streilDrs in (lllina.

A criti(rl iunclure will be how and
\1'hcn China decitles to pursur Supcr-
funcl-type lcgislation, mov(jsonrr
s()lrrces in Uciiing bclieve r,,'ill take pla<c

Nirhin rhc nexl l0 years. NEPA offrcirls
ancl policynrlkers hlvc heen inlluc'ncccl

b) lhc tls SupcrfLrnd nrodel. ancl arc
considcring this apProach as an ()pti()n

lirr rlr.rning lrp ('{,nlJnrilrJlc(l sll(r\ in
Chinx. Cl(xrly. invesbrs l(x)kiog lo cs'
tlhlish nllrntrf lcltrring ()pcrxti()ns ()n sitcs

proiously rrsecl lirr nrantrl;cturc. ilgri(ul-
trtrc'.,,r chsl,t'..t1 .1q 1i1i1ir'i' 1r,ul1l r11 s1g.

nificlnt finunciul I>r.rrdens if Supcrtun<l
tyl)e !lppr()uchcs lrc in)plcnlciltcd. In
thrse circurlrstan( cs. cnl'ironnlcnt:ll ils-

'csstttcnts .ltr'ultl lrt cr,ttsic[rc,.l .rn tttt
p()nllrrt piln of thc <Lre rliligence 1.)rrress.
I Nois€ control l'he krrg-r$'xilc(l Lr\\'
('r) N(,i.( l'r'l[rti(,r] l'rcvcttlj,,n .rn(l (.(,n-

tr()l Nils is\u(d in N()\'crrl).r 1996. Tl)c
l.r\\ :( t5 E( rr( r.rl rr'(ltrirr'rr)( nts , n) n,,r\('
control und re(luircs rr)c(hirni(lll an(l
cl(\'lllr'Jl ({luiprl(,ll nr.ll]lllir('lrlr(ri\ l(, in.
dicutc tlrc noisc l('vels gcn('rxtc(l l)y tlrcir
pr(xlucls. in(lu(ling clccrricul hornc ulrpli'
anr'cs. Thr (Lrfrcnt Sliln(lar(l ()l N()ise ll
tlrc, ll,,Lrntl.r^ r,l lnrlu.lri.rl Fnt(rpri\(\
lrrtl rt.rntlur.l (, lln\ irL)nIll('nI.rl \(,i\c irl

[]rb:tn Areus lre likelv to lx xnlcn(led in
tl)c tirtur(,. -llrc orrrcnl nllcs rar) x(c(n.tl

irlg ro thr z()ne in rvhit{r the pLrnt is |r
c lc(I. 

-l-lrc rrr'\\'slxo(h(ls xrc rxpc(ted k)
I)e nlorc slringcnt, llrt lirll cletails $'ill not
eor(rgc until th( xmcn(lrrlentr. urc r('
leirscr.l letcl in 199-. lhc n(\\' rcgul:!ti()ns.

in lirDe. n)lrv incrclrsr opponunitics lirr'

tirnulllclrrr('r\ rrl helrltlr :rncl s:llct\ (l(-
victs sr-r<'lt xs crf J)rot(cli(n1 cleli<cs rrr

noisc :rblrtenrrnt c(lulprl(nt
I Environmental lmpact asselrsmentt
(EIAs) ElAs urc rcgul:rtcrl prinriP:rlh' h1

lhrr'( regulitli()n:': trlJnxE(!r1rnl (;uid(-
Iinrs ()n ljnvi()nnlcnlJl l)[()lc('li()n ()l'
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(i)nslnr(tion I'nrjects (19136)r Rcguldli()ns

li)r tingineering Dcsign (, Ilnvir(nrmcntll
llr()lc(ti()n ()l C()nstructi()n l)r()ie('ls
(19u7): xn(l iuin g(nrcnt l)rrc(lurcs li)r
Iinvironorental P()tecti()n ()l C(nlslruc1i(n1

I'roiccls (1990). Thcse rules rc(luire Jn
lilA tirr e'ach dcvclopn)cnl pr()ject -\\hctltcr an exprnsi()n. rrnovrli()n. or
ncq' ('r)ni\trtl(li(,n ( {C(' I).J6J. Fr)rri}.in

c(xnprnie's are advisccl t() nx)nit()r ck)scly

eaclr stage of thc EIA-lypic{lly c(,n-

duaccl lrv a kral firm designatcd bv the
(lhincsc pan) or th(' design institutc rc-

sponsihlc firr lhc fin:rl fc.rsil)ilirv stud\'-
k) ensurc lhxt lhc prrretltrrcs r.rsc<i ctlm
ply rvith the reguhtions.

CHANGING
THE INCENTIVES

whilc thc growing nunlber ot cnviron-
mental la$s :rnd regulations n()w providc

rnuch of thc lcrmework li)r cnvironmcn-
tal protccrion rn Chinu. rlffir'r:tls in Reiirng

xrc als() xinring to lx)ost the inccntives t()
use clcxner pnxltrctkrn t(hnol()gy. Hcrc.
t()o, thcre lrc somc sinrilxrities rvith liS

l)rlcti(c, tlx)ugh sornc inrponlnt diffi'r-
cnces cxisl.

()n(' irnl){,flJnt r'lrrngt t,xrk plrt< r.' in

April l9t)(r. whcn rhe NI'C rorendc(l
(;hin!s ()iolinal l-l\\, r() nlake jcopirr-

dizing the e.rvi()nmrnt u crintinal ol-
li'ns('. (lriminllizing c'nvironnrcntll lcgul

rcquircrr)( nl\ r\ e\l\'('l(-(l t() r.ri\' Ilk' 5il.l.

nili(iln(L ()l cnvrr.nrll(rt(:ll l\sr,r(s irl
(llrinil ln(l shoulrl hclp lrring lbor.rt
grettcr conll)lixn(c.'Ihis changt' ntrrl'
.tnrl .r,lrrll rl,,s'rt f,,rcrEn in\(:1,,r\'
lt.rrks. .r:. :r,rnntrl(,n ((nllIl:linl lrorll lr)-

lcrnxti()nal c(nnPirrlv fllrnJAers in (lhinil

is thc l)cR(,ivcd unc(luxl (nli)r('cn)cnl ()l

cnvir()nn)cnlxl rcgulllti()ns. lJ(clrLrs('
rnxn\' (illin(sc (rfi(iirls ((rrsidcr inlrrnlr'
ti()nrtl c()D1l)llnies t() llrlve rtt{)re r( -

sotrr,r'..rnrl n)rnr ( \l)crk rl(t- in rrl(('lrn,,l

pollution-c'ontrol rcrlr.rirertrents, lltcl ol:
lcfr (,\l)c(1 Ilrcrr t(, l)c in lirll lnrl inrlrr.
(liirtc (rnDplilrnae \\'ilh lll( requir(lllcnts.
ln (1)nlrxsl. Olrinus eging Stltt cntcr-

lrrirts llrc lrtrlk ('l (.lrinr':r' (kIlt(i'li(' In.

.hr.tn-lrcrltr'.'rrtlr l.r, k tlrL' .:rPit.rl to irr

\'csl in clcxn tcchn()lo.qics t() nl(,ct tll(
rc(luir( 0renls ol crrvironrDcntrl rcgrrllr-
ti()ns xn(|. lllus. rcccire clulerentill l1'rpli-
('illir,n. ll J,)r. ,)l- crtir(rlnR,nlJl 11-(lLlir(

rnenls.

F()ar'ign a(nnl)anics lls() nccd l() krcl)
:rhrelrst o[ l'R(] ctlirns t() cne()uruge c{)rrr'

fron ores lnsed on concentrrtion lnd
yolunre lo thosc_ lxsecl ()n n1llss l()ild-
ings. A prrnrit syslc,t'r l)irse(l ()n ,Ililss
Ilrcling clkuhtiorrs apl)cilrs to bc tlre
initixl stct) in lllc implc,ncntiltior'r ()l
trlrlceble 1^-nuits.
I 1[(,rr\? s]Nl.r, NIIPA lrxs intr()duccd il
tlischarge regulation svslcm in\()h'ing li-
(rn\1,\ in s(.lc(Ic(l citier Th< \y\lcnt in-

r'olvcs setting alkru'ablc pollutlnt loads

ti)r ll(ilities lxsecl on thr irssinrilativc (r-
pacitr of tht rccciving \\'utcr hxlv. Tllis
slstcnr is the nlost advxnced rnd nr()st

envinrnntenlllly l)r()lcctivc ol thc threc,

but the lclvenced tcchnokrgy rc(luire(l t()
isscss thc irssimilative capxcit] ol thc $'il-
ter lxxlt' and monit()r thc efflu(,nt quility
i.i nnt wklt,lv lv:rilul'lc tlrr.ruglr,rut Chrn.r.

Iirr clch of thc three disch rgc regulil-
ti()n sysleDls, c(nlpanies are acquired l()
pror idc dat:r I() c'\'xluate their c()nrpliancc

and to allo* tirr rtssessnrenl ol ttcs. ln
rn()st cases. large inclustrics arc rcquircd
to r(pofl lllc (onstitucnls in tlrcir dis-
chlrgc to tllc l(rll EPB ()n a rcgular lx-
sis, rxnging frrrtt claily lo m()nlhly rc-
pons. clepcncling ()n th(. p()llutJnts ilnd
the srnrpling tcchniquc cmplr1ed. 'llrc

Iocill IIPB'S (x]ik)ring unit als( ) semples

nr()sl l:rrgc xnd snlxll in(lustrics perir)(li-

cally. Thcsc sarnl)ling visits rrrc unan-
nounccd. lnrl thc |icqlrcnc)'ol samplcs

tlkcn (lepcnds on lhe p{)llrting n:rlurc ()f

tlre in(lu5tr\ .rn(l lllr \l)(cili( r( qurr('-
mcnls ()f lllc kx:rl or rcgirrnal lll)ll. S(nnc

Ilrnrs finri tlrcir ()l)enlli()ns sul)i((1 to l.;l,lJ
silr11I)ling (1rc(ks rl learsl ()n(c i] nn) lll,
\\llilc ({lrcrs ilrc s(nrtinircd ()nh'()rl(t ()r

t\\'i((,per yellr. C(nlprnics n()t in a(n lri'
ln<t, risk :rcltlitionll fecs und pc.rr:rltic,s il
(hc\' c\crf(l disr'ltrtrgc r'trndrrr(ls ()n r
a(n'ttil)rrrl I)usis.
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p nics t() pursuc clcxn l)roduction. llnder
<hsrrrs.irrn .lrc \\'.r\'s l(,.hili tlrc eorph.rsis

liom endrrl-pipc c()nlr( )ls ft) prevcntirtivc

rrrntrols hasccl ()n ec()n(nrlic inccnti\es.
Chin , likr othcr c()unlries, is trying to
rll()vc 11\'av frorrr simplc 4-nalties tltat al-

krrv c'ntcrprises t() "plly t() lxrllutc,' lncl
slrili tr:r st'stcnr lhll encoumges (nter-
prises k) invest in pol[rtion cont()I. In
(lhina. three fLndanrentrllr' (iiffcrent rl>
prr.rachcs currtntly arc uscd:

a l\,llltd,tt discbutl4, Jec srs/err'llrc
,ll()st c()rnrnon clischlrrge regulation s,vs-

tern in (lhin!, tllis:rpproilch rcquircs tlre

cntcrpisc () Pn1' fecs lusetl ()n (hc ex-
t(,nt ft) $llich ils tlisrtargcs exccccl thc

B('n(ru| \tJndrr(ls Jppli( hlc lr) ih' pJrlk'
r.rlur intlustry an(l re(eiving l(xrality. PRC

cn|i()nnrcntal ()ffici:rls have criticiz-cd this

system fi;r alk)wing dischargers to con-
tin(rc- t() cxceed skndlrrds as krng lrs l-ees

lrc paicl.

a DL\ch.uEe lxt\lil ril5ler, 'l'lris s)stem,
which is l.cing implentc{tcd \1ith Hrcater
frequencv by l<ral environmental pnrle"c-

ti1)n burei[rs (I]l'Us), rpplics to uxste-
u'lter distfiargc, soli(l \!asle. ltazurdous
wlste- anrl xir:rnd n{)ise enrissions. 'l'hc

(lis(Jrarge l)enDits are spc.ifi( to individ
rurl fucilnir.' .rn(l \et \lilndir(li, f()r (rnis-

si()ns of <!if-ltrcnt pollulints l)xse(l on
c()ncenlrrli()n lntl voluntc. In somc
cliscs. il is possihlr: thet tlrc <liscllrrgc
.t.rrrrllrr.ls.ct rn ll)( I)(rIrlll .lri lc\\ \lri(1
tllxn tl)c tencr'.rl standxrds lin thc l)lnic'
uhr industn,. In strch r':rscs. 1:rc ilitics nrrrsl

puv clisclt.rrge lcrs lirr un,v dischxr8rs ex-
ccttling thc .qencr.rl sl.rndx(ls. regxrLlles:'

ol's'hethcr tll(! Jrc in c(nnl)lixncc \\ith
thc discl):rrge l)crmjl.

\lll'r\ is (urr(ndv in rhe protess ol'al-
lcr-irlg th('slitr(hr(ls r)l the p(rnil svslcnr
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FAR FROM C()MPLETE
(lhina s fundunrentul leg:rl lilnrcuork,

rcccnt lcgislrtivc chlngcs, end their irnpli-
cllli()ns lin Anlcri(Jn l)usiness ltave u dis

tin(1 ll!lv(r' ()f Westenr cn,.ironmentlrl law

rn(l poli(\ de\,ck)pnlcnls. litcn th( \'o'.

clrlrrrlary is similllr: Chinesc g()vern,llcnl

.r(hninirtirt()rs speak ol Jxrl[ni<,n prcr.cn'
ti(xr, "t ()nrprehensive Lrliliz:lti()n and con-

scnirti()n ()[ rrs()urces. :lnd \\'il]s ti) pr()

nx)lc 'sustxinrl)lc clcvckrpnrent. Brrt thc
:ll)J).lrr'nl \illlrl.lrtticJ l\'t\\'(('n lll(' l)rtn('i-
pls .rn,l Prlir'rr* lh:rr [r,rn1e (.hrn,r \ ('n\i-
ronntenl:rl pr()tccti()n rcginrc xnd (h()sc

cornnronll fi)und in nriln) \!cstcnl (()rrn-

lrics nursl l)e llrhncerl with some ol the

hrgr: <liffcrcnccs. Ar tl)(.r)ulset. the lirll s(1

ol (lhincsc envir( )nl'ncntul lltws itnd rtgu-
lations rl<rs n()l l)cgin tr) ldtl up to tltc
lrulk of nlrteriul xnd d(lJil firunci in ITS

Lr\\ rcl:rtrng t() lhcse tol)ics. Olher slikin8
cli[lcrcnct s hclu een thc (]lrincsc uncl

\\'( slern lrppr()lrahcs Io enri(rnrncntll
regulrti(n1s cxisl. nuking it d{)uhly inrBrr-
txot thal li)reign tirms understrrncl tlr( tLrll

\(1,1)( .r,xl irr0.r( | ,:f tlr< ( iltint*r' nrlc*

L:rngulge lrncl tr:lnslxti()n issues. [or
exunrplc. c:rn huvc inlrrnant Igal inrpli'
cxli()ns in (lhinil lrnd givr risc 1() n)is(rnD-

rnunicnti()ns l)ct\\'!'rn I S llsters rrncl

lllcir (.ltirt(s( (,'lrnl('rl1,lrli\ \1,r(liljin!
phril\es. ('()ntrlils. l(11sc5. (1)n(lili()ntl
(1)nstnrcli()Ds. lntl tlrrir innliclrtions arr
nru(h Ih(' sul)ic.t of t'S legll inteq)rct:l-
li,n)i':,rrJn) r,l tlusr' l..rnd' (,1 8r:rrrrrD.llr-
r'lrl slnrclurcs. :rncl lht nuan<cs tht.v <'re

ltc, (l() n()l c\ist in th( (:hincs( l.lnlilrxgc.
Iirfiiig1g15 t.!-ini.l t{) inlcrprtl (;hinx s en-

! ir(nrnlcnlirl rrgrrlltliorrs crn tllus (usil\'
h'trrnc lirrrsccl ()n tlle sillnifiL'.rncc xnd
r:rrDifrc:rtions ()l' c(,r't;rin iclcrs. iclels
$l)iclr rnxv sirnl.lly lt rrn xnillct of lmns-
lxti( nr.

An arklitionrLl prohL. rn is llrat mxny
crrrt'ial tr'rnrs in Chinlr's envirrnnrcnlal
\r,rr r(.s .lr( n(n \lrlin(.(1. In clrin.r. llr-
\'(,st()r. nlJ\' fincl that thcre ure rle:rr ancl

substlntivc cnrinrnnrcntlrl slilndaftls. l)ut
thirt lhlj (iraun)slxnees ()r pxrties t() $llich
tlle snndllr(ls rpph rrc not at lll clc;rr. In
tll( []oitt,cl St t(s, d(hnili()ns lie<llrcl,ttly

dr( rcaclrc(l th()ugh g)licl rNretcs lncl.
Il]lr.. tcn(l Io l)(, ini.trurr(nl.rl ln i(,llinA
lirnh thc intentletl rexch :lnd s.( )lx' ()l the
lxw. In (ll)inx, l)y c()n1flst, u c()rnpilny
nuy hx\r n() clx)i('e lrtrt to scck the gtritl-

.rrrt'c o[ tltc rll.r'.rnt rrgtnty (]r rrlrlr\tn
rr prcs(ntiltivcs. sltould the r.rndcfinccl

temN leavc unclear mattcrs of rpplic:llt)n
()r int(rprcl:ltion of the larv. v,hile I'ltc
l:rrvs rrnrl .rrrrcntlrll(nls .rrc lr((()llring
nrorc cletailecl and ure including rnore dc-
finiti()ns, ntrny tenns tnd circuttstirn(cs
rcrDxin vagur

Another problem for firreign crxnlx'
nics is thc f()nn of (lhinx s envir()nrncnnl
laws. [:or cxamplc, neu, environmcntal
snt\rlcs ten(l to lx issued lls \rixl or "in-

lcrinr" lir\'\. [rrll1 r.n[,rrcr'.rhl< in tlri:. [r,rIrr
hut srrhject to ch:rngc. Thc basit llnviron-
rDcnl:ll Pft)te(tion Lrq,, firr instrnce, $as

enaclc(l ()n u trill blsis in l97r) hut \!ls
onll e<krptcrl as fin;rl r decurle l:rtcr.

Th(' l0 ycrr trixl peri()(l rcsultecl in
chxn*cs $hich !t'<l to greater krcal :ru

th()rity over covir(nrnrcntirl tlecisionnrak'
ing. f()rcign invrsk)rs thus forrnd thtnr-
sclves dc.rling $'i1h nlt i()nir l-lcvrl
lullr)rilics initixll)'. l)ut Lrtcr h.rtl to shili

thcir ((nnpliunce ;lclions irnd inquiries k)
the kxal lcrcl. In other clses. ncrv lal's
,'r rr'Sul.ttiotts.rrc (1)ir('l((l ,rn u lrirrl Ilusis
()nlv in cen:lin p:rns ol thc (drntn. Al
rinrcs. this lirrrite(l :rpPl,(xl)ility llrx]' not
It (1(.rr ti,,nr tlrt- l('xl ,r'tlx' l.trt. Ieuting
x f()rcign ((nlprn)'possibll scr:urbling t<r

comply rvith a rcgulxli()n thul nrxy n()t

rrppll rr ils kralitr'- <rr to utakc. ph-vsir'rl

phnt chunges only to fincl that tlre 6nll
irnp.rd of tlrc Ils' is rluitc rlilli-rcnt.

In ndclition, eo!ironrD(nrll lililirtion, rs
s'c knos' il in thc t'niterl sLrtes. (k)es n()t

)c,t c\ist in (ihin:r, lrcncc tlrere is vinually
n() coti()nolcntxl cxse h\\' t() guir,lc cr:rn-

1'ranics. In thc Unitc(l Sllrlrs. (llsc lir\\' r(-
sults cun of'ten hcll') scttlc <rrntestcd polic,v

r..trr's rrr rlrrrrlv l(\lrni(lll inl('rl)r(lxli(,rl
p(rblcrlls. lhc lilig tion pro(css (rcxtcs

rudclitr,,nll prrhlrt r<r,rrrl rnlirnDrtr.,n.
irclding t() tlrc rcgrrl.rt,rrl untl kgislatirr.'
puhlit rccorcl archivcs. In (lltinl. tlte lack
()l ('rsc h\\, sul)stxotivc legislativc hist<rrl,
r 'r , rtlrr'r urrr'ssilrl< prrl)lh'rt(1)r(l .lr('hrr(.
nukcs it extrcntcll' diffiorlt lirr I IS profes-

sionills t() iln:rlvzc cnvir()nrnent:rl issucs

lionr orrtsidc (llrinir. ln )xn)' cxses, dis-

cussirrns rvith g()vcrnntcnt ag<nties lre
the ()nl\' $ lr} lo rcsoh'c questions of inlcr

Prctrlt)n or xppll(xl)ilitv.
llr,r( ()\cr, ('nvrr.rDtttcnlirl ttc$'\ tn

Chinl is ftrtusecl llervily on positivc
nc$'s rnd su< ccsr storics -far lcss infirr-
o)iltron ir' ;l\':rlJl)lc pul)li(ly ('n .(ri()u\
cnvi()nm(.ntxl problertrs lncl cnviron-
nrentirl poli(y dehrtcs. l'his is in cl)nlrrsl
t() lhr. tlS svsle r. \\'hrrc envir()nnrcnl l

professionals ilre rc(ust()nlcd k) sreing
intrmution dtrekrp <luring pul'rlic tlcbatc
on environmcntal issrrcs ancl havc ltmple
opportuoit,y r() pani(iprte in the p{)licy-
nrxking proccss. Chinx currenliy hrs no
lcgally cstublishcd prot(r()ls f()r privatc
plrty ()r priville business inl)rrt &rring thc
<lcvekrpment of llss ancl rcgulations,
tlrough tlris \itLr:llion nuy l)e (llrnging.
li)reign firms ()perxting in China fre-
qrrcntly raise thc nccrl irr Srcatcr trans-
prrcn(r in thc mle-rnaking proccss, hut
lirr norl, lhe lack of a ptrblic rccrrrd-u
crucial trxrl 1() []S environnrcntxl pr()fcs-

skrnlls-----tontrilrrrtes k) the uDcenlrint) ()f

l S rln(i ulh('r li,r. ign frrnts in (.hrnrt

xlx)Llt tlr(ir cnlift )nr1( nt!l ()lrigali()ns.

Intery)rct:lli()n ()f (illina s envir()nnrentxl

lus is lunhcr humpcrcd h1 the lil(l thxt

fcrv Chincse cnvir()nr)rcnlxl lawyers exisl

in the pri\Jlr s(,cl()r l() r:lisc cnvir()nrnen

tlrl qut-stions llx\lt lhu cndlcss stac:rm ()f

trrnsx('ti()ns lrnd a()firmcr( ixl c()nlmcts
()w l)cing trrncludcd in (il)inx. Tlr( rir-

i()rily of Chinas cnrir()nnlcntal h\\'\'crs
tcncl k) l)c'enrployerl by th( g()\'erDnrent,

p()slc(l in vxri()us nrinistrics ilnd rcgulx-
t()n :il{cn( ics :tnd on llte snffs ol lcgisl:t-

livc lxxlics. ln silrllrli()ns rvltcrc rlifficult
Itg;rl issr.res rrrisc. lirrcign pilnics will ncc(l
Io consrrlt with cDvir()nnr(,nlal l:rwycrs
q ithin (;hinesc g()\'(,rnnrental lxxlirs.

GREENER PASTTIRES
whilc nrany ol'tlrcse cnlirrccnrcnl lntl

inlcrpr(l:rtion problt.rls arc ha(l to rc-
\,)lvr. rn lllc .lt,,n tcrrtt. :ls tltc) .tr(,. tn
purt. a b1'-procluct o[ (]hincsc <ulturc.
(ihinx irl)pcirrs to lx nxxing to nrlkc thc
cnvinrnntcntlrl rrrles and pr(xcsscs nr()rc

1:rnrililr to lnd mr;rc cxsil)'un(lcrst()(xl
lry tirr(.ign in\(,sl,rrs. \ r',rorpr(lrt nsirr'
(.ltr ironntr. nl.rl I(gi5l.rll\( \l(l('lrrrc. sinri

lar in rnany u,xys l() tlle ITS frarlcwork,
rulreudt is in pluce. Arrrl firrcign an<l Chi-

ncsc lirrns uill no drnrlrt find x)rc strin-
gent r((luircnrcnls antl totrghcr g.nulties
firr noncornpli;rnct, in thc n(.xl feu'ycars.
rrs ne$ rnvi()nrlentlrl larvs, regulati<rns,

:rnrl st:rnthrcls irre liktly' to lt prornul
gatcd. lhough the ncw laws. in all likeli
hrxxl. $ill pl:rcc arlditionll rcgrrllrtorl,
llrrtlens on li)rt,ign orxnulJ(turinS c(rl-
pirnies in Chi,1r. thc\ xls{) (()ntril)ute t()

grt'i(el tr:lnsprren(y xnd (rcrte n(,u,()p-
p()nuniti(.s lirr other plavers to (.rpiulizc
on thr: cltangts in Cllinil lr cnvir()nntcntal
ruginre *,

E llro Chlno Burlnog lovlcw / lrnt.tii ltt,1ko1 tt)1)'
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\ Jc-rrlr li reur..-rltcr l'resr(l(,nt \ix{ms (lhinr inilixtilr kcl to ltis visit lo Ihr rrlirinl:rn(l ,nd ir

I I I brc,.rkrhr,,r,lll in lls(,hir).r rcleliotts,:r sinriLlr "rc\'oluti(nr in cliltloIrrrrL,v." lts Ilcnry Kissingcr

| \ ."ff*, it th"n. mr,.t lrt-gin t,r rcltkss thc srrious cnvinrnnrcntul inrplicltions ol (lhiru s eco-

f \ n,nrr( Llcvcl('pnrr:nt Alttr l5 ycirrs ()l npid, lurgc-ly coul-pou'erctl elrnomit' grtxvtlt, livc of
(lhina s ( itics mnk lnrong lhc $rrrlti s ten nxrst lir polhrterl kralcs lirr 1)lrnicrrllrtcs. lntl :rcicl nin no\'
llllcts over (nrc thir(l ()l(lhinxs lun(l xr(r. A grou'ing dcntancl li)r p()\\'cr (!t'7l)e (.71& Sepl(nrbcr-
()ckr)er lyx). p.li) und autonxrbilts (Chinx xiols to pr()du(c thrcc ntillion car\ ptr tclr hy 2(X)0) will
eclcl to thesc lir polltrtion $'(xls I irl)inizlti( )n. mclnrritilc. is tilxing \\'iltcr supplies lnd solitl $aste

clisposul cflirns, whilc helvy li'nilizcr:ul(l pcsticiclc trsc in lhe (r)Untrysi(lc pliccs grqll strains on lhe

nati()n s $':rlcr rcs()urccs. In nrrel lrelrs, inlrtluluatc cnli)rt,ement { )l- envirr )nnrcntr I li$'r' irnd lhc prolil-

cr.ltion o[ kru'n lnrl vilhge cnlcrpriscs hus lerl to hlphlzarcl in(lustrixlizxti(nr (.s.? p.-]l). $hilc thc

ceasclrss scareh for lixxl enrl firen,rxrd endlngcrs Chinl s vut \,cuhlr ()f l)k)kryi(al divcrsi['.
Thesc uni)flLrnirtr ('ircLrDlstlnccs lrre Cllinx's prtrblcnr. vrnrc nlight sr!. l)ul (lhinx's cori()nnlenllrl

problcnrs luvc signifi(int (r()ss lxlrclcr irrl)liclti(r1s. liegi()nrll,v, l'RC sultirr clioxicle cnrissirxrs llll as

.lcid rllin in.Jxpxn lncl Korel, causing trillions of ckrllars in drnr;rge. (ilobulll'. (;hin:l is .urrcnd) thc

u.orlcl's second-leacling emiltcr of curlnn (lioxide xnd other grccnhousc gases, which nrany scicntisls

klievc contributc k) gl()l)xl (ltnalc (lungc. An(l th( l'R(: is pr()jccted to surp:tss the [ ]nitcd StxlL's t()

becrxnc the world s top emittcr by 2020.

Itrr Clrln.f iurlncr lovlow / ht'net,1.f(l,utt1'lI)t)-

PREt.rMtNAnY MovEs
Though econonric lnd ecrrlogitll inter<lependence nnke China s nnxlcmiT.ltk)n rn issur li)r thc

q'holc *orlcl, t;s fx)liqnukcni h!l\c tencled to \.icw Chinl s cnvironntental pr()blerrs in is{)hlion,
paying relativcly littlc atlention to the conseqtrcnces for thc [,lnitr:c] Slxt(s. An(l, (lespilc mounting ev'

idcnce ()f China s (lcrcrioftting environment. thc t nitecl SBtes luts ht'en slos' to recognize lxrth tltc
prolrlems ancl lhe c()nc()nritilnt opp()nunities, plnicularly lirr thc cliflirskrn o[ clcan tcchnologics.

But environmenlal c(Dpemtion seerns hnalll l() l)e tilking its place at tlre crrn'dcd tablc of LIS-

Chinx fx)licy ir'sues. The vhitc l-l()use Ofhce of llnvironmcntxl I'olic), in a 1q)5 strtcolcnt, d(lxred
that lhe Llnitcd Statcs sceks 'cnhlnced c(x)perati()n wirh (:hina :tcross a broad range o[ issues rc'lated

to thc environnrent. The (llint()n Adtrrinistr'.rtion .rlso rccognizcs that \\rrrking $'ith China to p()nrote
sustainable dcvekrpnrent-throtigh pollution preventiur, ellriculture, ancl cncr1ry pro jccts-firsters

scientific exchange. olIcrs ln avcnue lrrr mitigating gkrbal clinute chlnge. and. according to the

Whitc Ilousc statenlcnt, 'opcns oplx)rtunities f<rr the tlS privatc scck)r in the rrpidly cxpanding Chi-

nese nrarket li)r envir()nmcnlrl te( hn()l()gics and B)wer gcnemli()n cquipment. '

The Clinlon Adnrinistmti()n ancl tlre President himself have acldresscrl sharcd US-China cnt'iron-

mental concerns.'l'hc Adnrinistrrtion's nxxlcl busincss principlcs set f()rth during lllc lqr5 China-

MFN tlebate rcconrmcndecl lhat "rcsfnnsible environnrental p()tecti()n ancl cnr.inrnmental prac-
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ticcs lt inclucletl in a r'olLrntlrrl trrcle ol
L,,rr(lll(l l,,r l': (,rrtlP,tn,(\ rI,irt8 ltrrsr-

rr(si ir] (lhinrr. Prtsiclent (llinton also clis-

ru\\r,(l \\illr tr:P l S lrrrsrrrcrs ( \(\'utivc\
th( ( n\irr)nn)L nl,rl |t)]l):l(t (,1 ('lInil'\
gr()\\ing (lenlxlr(l tirr cars encl latcr tlut
yexr rcachcd fonnul lgrccnrent sith l'R(l

Eruiron m m la I coopera t'ion

seem"t fitwlly lo be taking ils

place al the crowded table

of US-China policy issua.

Presidcnt -Jirng Zcmin on the iorlx)rtan((
of j()int c(x)perdti()n on lhc en\ir()nnlent.
In a nreeting in cxrly 1996, the two lea(l-

ers touchctl on lxrtlt countries contril'ltr-
tions to global clinute change.

Nlcanshile, Secretary of State \flarrcn
CIrrii.l('ph(, hel;^-d nrrrkc Chinrr rt nujor
fcrus of thc recently unvciled Slate l)c-
partn)enl Envir()nmentill Initiative- In-
tencled to help intcgratc global envinrn-
nlcnhl issues inr() tis li)rcign fxriq. lhe
initiirlive xlso rirns to increasc the llS
slure of the S4tX) l)illi()n gkrbal cnr,iron'
nrcntul tcchnokrgy nrarkct. L:lst April. is
p.rn 0f lhi\ eflon. Vr.t' l)resi<[ nt (iort'
launched tlre fls-Chinr Iirrunr ()n Sus-

tainable Dcvelopment. tinergy. rn(l thc
En\'ir,)nDr(,D1. :r lrrlltcrrl pr()gr.rrrr of cn
vir(Druenllll coopcmtt)n to atldrcss eco-

Lrgir.rl un,.l prrlrlrt hr:rlth issu(i' ,lrisinE
frrrn cnergy-, agrictr ltrrrc, and tl.llnsfx)nt-
tion xctivitics. (l()rc itnd PRC l)remier Li

Pcng tennc(l thcir April llX rrrceting l
prclintinary slep" t()\r':rrd x sl()nger l)i-
latt-rel relatkrnship limcd at sustainuhle

devclopmcnt. High-levcl bilatcrul clia-

l,rguc (,n tlrc k)pi( rs lik(l] l(' (,)nlinu('

during G()rc s planr:ccl trip to Cl)ina dlis
ycilr.

Mrking the envi()tullent a r.'rl priorily
in IIS-Chinir relati()ns. though, $'ill re-
quirc n()rc dun talk. Acturl envir()nnlcn-
tal progress will re<1uirc rethinking rhc
existing tlS environmcntal polic.r towarcl

China, which lacks a f<rr.rsed struteg)- t()

ar.ilrcss Chinus gl,,hal cnr ironrttr. ntrl int-

prcr. The curent rd hoc tls policl ap-

pr,r.rrh rcrvcs n(itlr('r l)RC nor Ils (nvr-

r, )nnr( nl.rl intcr(\ti'-anrl kccp. l S finns

(n(,stel) l)ehin(l the c(nnpetilion in $'hilt
nrrrv n'ell lx,cornc, lhc rl(n'ld s lxrgcst ,n:lr'
kct lirr cnvironnrc'nl-rcliltcd sctviacs.
g<x s. lnrl tc(in{)l()girs.

l.ike nrxn) inrlLrstrinlize d corrntries, thc
['nrl(LI ]t:lt(s h:r. rlircr.tctl srrnrr' .rsris

lancc an(l lradr'P()m()li()n pr()gmrns l()-
rvlrcl China s cnvironnlcntal problcnts.
l)r'rlt.tps not surpri.ingll. llx,u8lt. .lilPiltl ri'

the leedcr in this irrea. wilh a Creen Aid

Pn,8rum tlr:rl \\'ill Pr(,!id( SInJ nrilli,,n rn

concessi()nary (soft) loans over the I99t-
2(Xn pen(xl, guiclcd by specihc principles

ancl aimed !t the rcduc'tt)n of (lhina s sul-

flrr <li<rxitlc cmissions (.r-.,€, Tht, CBR, lttly-
Augusr lqx. p..J9). US rnvi()nrnental ils-

sistance to China totals less thxn $10

million. ll,, conlparison. the [!S govem-

ment is spending hunclrcds of millions of
doll:rrs-and is inducing the privrte scc-

tor to s1^-nd billions of dollars-lo retluce
grecnhouse gas cmissions in thc Llnited

St tes. $hile cenain tls policirs encour-
agc (lS l)usinesscs to unclenakc projccts

in ChinJ thJt *rll gentr.rtt cnr)rmou{ in-

arc:lses in 8rr'enh()use gxs emissi()ns.

SMALL sTEPs
I)espitc such policy inconsistencics,

Chin:r ancl the tlnited Slales hilve lxcn
('(x,pctulinl1. if l)n u smull sr'rlc. i)n cnri-
r()n lenlal initi:lliv€s f()r nl()rc than l5
yc.rs. tls-Chin.l cnvifi)nnrental Iics Irgln
in 1980 $ith an f:nvir()nnrenlal C()opem-

ti()n Prot()(()l hdween the ['s Enrir()n-
n'rcntal I)rotecti()n Agcncy ([PA) :lnd
Clrini:i Nrtionll linvironmentJl Protcc-
tion Agen(y (NEPA). Flxtcndc(l in 1990,

thc p()t()c()l currcntlv c()\'ers eight !:l'A
proiccts in China, acldrcssing rir and wil-
tcr p(,lluti(,n. (,/r,n( pr{)l(\'ti()n. rnd cnvi-
rrnnrenlal nun:rgcnrent. Tlre i()inl cfli)ns
c()vcr rescirrch, leasil)ility studics. xnd
nrrdel site devclopment for coal-bcd
mcthanc rccovery; helping Chinese rc-
frigerator factorics develop more effrcienl
n()n-ozonc-deplcting products; and thc
cslahlishmcnt of an Export Council lirr
Rtnervahlc Enery)- (ECRE) Cstrc 'lbe a'BR,

Julv-AuSust 1994. p.34).

llPA-lcd inlerxgency cfforts also ad-

drcss the impact of Chinx s inclustrializa-

ti()n from x globll pespcctiver

! The t eijing !:fficiencf Center (BE(i)n).

r n<ln-prrht centcr formcd in 1993 $ith
supfx)n from EPA. lhc l)cpannlrnt of lin-
erSy (DOII). the world wildlife F-und. and

Cl)in. s Energv Reseer<h Institutc and

Slilte Phnning (i)mmissi()n. is dc'dir'rtccl

l() Pronr()tiog (ncrg! clfi(icn(\'. lil(i)n
proviclcs policy guidxncc tr) centrill irnd

l(xxl gr\'(rnnl('nts. edtrcrtcs thc Chincse

l)ul)lic on cncrgy elfi(icncy rssucs. und

runs l((ltni(xl trlining progrants. It ltlso
prrrsucs (nergy cmcien(\' busincss dcrcl-
oprnenl xod clcsign nreclunisms firr fi-
n.rncing cnergv cfficicn(,v pr()iccts (n,(,7r.,
(,7J& November-l)eccnrl)cr 199J. p..i2).

! EPA's tlS (:lim.rtc Change Country
Sludies Pr(+{rilrrr is offering tcchnical xs-

sistilnce t() hef China <levelop l nittional
greenhouse-gas action plan. Ak>ng u'ith
several Chinesc ugencies, the" pr(Eram re-

ccntly spons()red an xssessmenl of
(lhina s greenlx)use ga$ cnlissi()n sourccs,

irrrplrct, rnd rnitiBxti()n nrcJsurc.. ln im.
plonenting tlle resr.llts of the study, Chi-

nrse xnd LIS ollicials hope r() cngage the
privat., sedor. US exp(ns als() ire $()rk-
ing l() hclp Chinrr dcvclop itr' (rwn cnvi-
nrnmental tcchnologv- industry. li)r cxrm-
ple, through support for a $2.3 billion
industrial park for environmcnFreleted
cnterprises in Yixing, JianSsu Province.
! The $| I million EPA-led tls Technol-
()gy f()r Inlemali()nal Envirc)nrncntal So-

lutions (tlSTll':S) prograrn:rirns to cle-
velop atlvanced envir()nmenl:ll systerns

:rnd pr(nn()tc ll)( nchruvrnr( nl of (nvi-
nrnmental ()l)jcclives \\,()rld$'ide. IISTIES

s(,(,ks l(' Inn)sl l \ pri\'.rl(.sc(t(,r p.lni(i-
pxlion in thesc effbns through expon.s

of grccn leclrnologics. trs'tlES also
strives t() shaq)en thc intematk)nal c(nn-

lxtitivencss of the (lS cn\'i()nnlcntxl in-
rlustry, ancl has iclentificcl China as one
o[ t]re $,orld s ldstesFSrosins m rk(ts
f()r envir()nm(jntal pr()ducts. In 1996,

t ISTIES t.rrgeted $4 rnillion tirr China ac-

tivities and nrlrie plans I() mol)ilize
xlx)ut $10 milli()n in privatc sec()r re-

sources f()r nine projects, including the
cstablishmcnt of r US-China linergy and

Environnrenl Ccnter xnd e li'rsibility
stutly of rcnewable cnergy ft)r utililies.

other bil{tcral rgrecmcnts support
thcse tlpes of g()vemrrent-lo-Bovernmc-nl

cnvironnlenlal coopcration. The tlS-
China -l()int C(rnmissi()n on Scien(e and
'Icchnokrgy lccl by thc Dep:rrtment of
(irmmercc (DOC) rnd China s State ,.!-i-

cnce ancl Technology Comrnission, has

produccd agrccnrcnts in agriculturr:. at-

nrospheri( and eanh sciences, nJtuml rc-

s()urces, cnergy, ancl 6sheries. DOC also

c()-chairs q'ith tlle PR(i Minist4' of f()r-
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Sttcrll tr?otr

eign Trade xnd Econ(nnic (ix)Peretion

the.loint Comnlission ()n ConnDcrcc and

Tcrdc, uhich prom()rcs cxpo( opponuni-
ties li)r US finns thnrugh *'orking groul'rs

on cnvironmental technologies and

rx)wcr gencrJli()n equipnrent.

LIMITED SI,PPoRT
slill. in cotnparison \\'ith ()tller c()un-

trics, rhe llnitc(l Sules has a long uay to
go. A recently conrpleted cight-ycar
stud,v l)y Environmentill Busincss Intcr-
nirti()nal. Inc. (EBI) cxrnlined the glolral

cnvironmenlul lcchnolo8ies orarkct rncl
the relative compctitiveness of thc
linitcd Statcs. The stu(ly found that tlre
domestically f()cused tls envir()nn1entll
indLrstry. with only six percent of its rc'r'
enue conrinS liom exlxrns. lags signifi-

clntly l)ehinJ Cerrnlny lnd .lapan in
cilpturing ovcrseas opponunitics. Thc
Elll anal)'sis also revcaled vcry modest
US government supfl)n for thcse firnts

and their cfforts to reach ()tlt to nc!\'
markcts.

And, despite thesc F:PA and DOC e[-

fons. attention to gbhal environmental

objectives is far less evident in other US

programs end in other agencics a(tivities.
l\lost US assistance to China f(xuses on
trxde proorotion, while passing up op-
porlunities to enhance r:nvir()nmental
pr()tection. Even the Environmenhl Tcch-

nokrgy Expon Initiativc. an intcragency
elf,rn leunelrcrl by t)r(sident Clinton in

1993 to p()mote the trunsfer of e'nviron-

mcntal techn()logies. rcmains geared to-

t\Jrd hoostin8 US rxp,'ns D()Cs Envt-

r(,nnr( nt:ll 'l-cchn,rl,rgl Exp,rrt Offitc.
qtich lea<Is the initixtivc, has f<ltused its

rrnalysis on tllc Chin(s( denrencl lirr cnvt
ronnental grxxLs and scnices, doing littlc
l() stcer LTS llnds toward projcc$ thal ful'
lill t IS envi()nmcntal interests.

Recenl D()C :rnd [)OE 'environnltnl'
nlissi()ns r() Chine, inclucling the llte
(inDrnerce Se(retrry R()n Brown's Augusl

1994 lradc nrission. focusecl on powcr
gencration projects lnd rcstrltccl in thc
signing of scvcral clcan-coal technol()gy
c()nlrxcts l'h(\lglt s(nrctirncs P()nraYcd
ls en exanrple of []s rn\'ironnrrrlt:ll le(t-
n{)logies in demand lrounrl tltc glohc.
''clcln coll nukes linle scns( ils thc ccn-

lcrpicce ol :rn) cnvir(nrnlentll progr:rnl

lxclusc. thrnrgh tllis tccllnol()gy redu(rs
enlissi()ns ()f sulfur dioxidc. il increx:'cs

c:rrlxrn dioriclc cntissirxrs.

Thc same s()n of trJdc'promotion enr-

phasis dominlttecl Eneqly Secretary Hazel

O Lcury s F(llrrtr11 l095 triP t,, Clrin.r.
v,-hich included rcprescntativcs fnxn non-
profil cnvironnlcnlal groups and cxecu-

livcs frtnn energy efticicncl'and renet'
ablc cnergy businesses, bul concentratetl

heavily on coal-fired power plant devel-

opn)cnl. DOE\ nlnos'lirrts i\ surPrij'in,l.

as the depannrent also manages the Asia-

Pacihc Econon)ic C()pe rion (APEC) En-

ergy tifficiencl' and Rcncu'ablc Encrgy

Proicct. \r'hich distributcs infomr3lion and

facilitrtes private sector interaction arnon8

A-PEC memlrr cconomics to cxpand thc

regionul diffuskrn of environmentel tech-

nologies. But t)OEs clern coal ;rclvoqates

hold considerable sua)' in a clepanment

thar has long hacl a coal hrcus.

l)cspit( th( lenJ('n(y to ernphlsizc
traclc promotion .rctivilics to lhe detri-
ment of envinrnmental concerns. sonlc
progress has bccn urade in inteSrating

cnvift)nnental concerns into tls c"xpon

peli(y. tls exfx)ns of environmcnhl teclr

nokrgy gre*, 50 percent from 1993-95.

and in 1995 the Expon-lnlpon Bank of
the tlnited States (Ex-lm Bank) provided

$1.37 billion in ovenieas environnlent-re-
lated financing. Moreover, Ex llr,) Bank
now conditions its loan approvals on
each pr()ie.t \ r.omplianru with ( nlirun.
mcnLrl guidelines establi.shcd in 1992 and

modcled on lhose of thc Vorld uank.

Consistcnt witlr these gr,ridelincs, Ex-lm
Brnk last sunrrrtr refr:tintd fnrtr i..suioE

preltninary letters of intcrest to suppon

US expons for the Three Corgcs Denl
pmject (sec'lh(, CBR July-August 1996.

p..i). Ex-lm Bank has not closed the darr
completely to Iinancing Three Gorges-re-

lated proje(as, though, irnd dre lrank hrs
askc'd Chinese omcials f()r more informx'
tion ()n pol[rtion-cont()l plans and other
envir()nmcntal aspects. overxll, Ex-lm
Bxnk's ponf.'lio.rpp<:rrs t,r lt inrproving.

as tlrc l)ank recenlly xuthorizecl threc
loans totaling $12.5 nrillion ibr tltc sale of
wind energy- !'quipmcnt and scn iccs ()
China. But tix'lm [lank also supports
cleln c()al ptrjects and ltas appnrvcd ex
p()n hnancinS lirr a nunrlx]r of such pr<r

jc('ts in China.

A NEv FRAMEV(,RK
Rcst()ring thr cnvir()Dmenlal cquilil)-

riunr in I S Chinl policv \\'ill re(luire ir

clunllc in dttitudc lnr pure trldt pr<>

motion tor\ard ltroader c<lnsidcmtion of
[]S inlcresls. lnstcad of thc current spoty
list of environmentally aware policics, US

de\,el()pnrcnt assistance rr China could
firrnr the corc' ol a focused, long-term,
end flexillle envrr()nnrcfllJl poli(). Cov-

emment-qidc'. a ncs' US-China Environ-

mental Initiative could l.t designed to ad-

dress the gkrbal cnvironncntal
implications of China s c(onomic devcl"
()pmenli steer thc privlte sectot towafd
rnore carcful consideration of the environ-

mentll impacts of the p()ied-s they undet-

take; and strengthen Chinas franrcwork

Ihe damatbally foaaed

US muironmmlal indushy

hgs behindGermnny

andlapan in capturing

ouerseas wortunilies,

of les's lnd policies for cnvironmental
protectt)n and thc Chinese puhlic's sup-

port f()r environnrent{l invcstments.
Greening LIS aid ro Chinr will rcquire a

comprehensivc understinding of such
glohal cnvinrnnrental concems as green-

housc 8as emissi()ns, acid rain, and u'ater

pollution-ancl will involvc a significant
rihift in US govemmcnt priorities.

An i,nponxnl rpect of dris shift would
tT to cxpand existing program.s. Thc c!n-
cepl ()l "joint irnplenrentation uncler the

Climate Changc Convention, for example,

could l)c broaclcned. 'lhe tlnited States

hls t:rkt'n l lc.rdcnlrip r,rlt in derri, rprrg

this rntrltrl.rterll nrt:clrJnism [or rll,,nrng
industrialized countries to mect green-

house gas miligxtion go:rls tluough ctxrp-
cr.ltrr,c projc(ts rn detel,ning .,,ttntrres.

An intcregency cffon lcd by the Statc De-

panmcnl. lhe I lS InitirtiYc ()n loint InrPle-

nlenlJtion (l SLJIl ,.',rulcl .rlso hrr,.trlen its

Ir11.s(.nl sL'r,fe l() rlcntrnslrJtc (,PP(,nrlni-

tics fi)r ioint enrissions rcch(lkrn (or "sinlt

cnhrtr(-cmcnl ) in Chinx.'fo (l:rtc. tlte

lrr,rgr.rrrr h.ri:rrlvunerJ lw,r rr,unrls ol pi

I, !l-pl).r\( l)r,,i((ls. in\'(i,ling Sllllj rrrilli()n.

prinllril! in Lrtin .tuucricJ lncl Eastem Eu-

rope, lirr 15 projccts ranging kxl fi;rest

prescrvdli()n to solar clcrtrificllion. N<t

frr(,1(( ti' ltJtc \({ llkcn plir(c in (.ltin:1.

flrc Chlno lurlnc.. tovlow / ltr|ttu:, l't,1tLt,1 ltt)- {}
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lrtrt thcre are n() [lS g()vernt]tent rcstrt-
lions ()n such :l(tivitics. 'l'll( tlSIJl Secrc'
lrriill ol(l !\'itlr (.lrircsc ()i6.r:ll. ln llcljing
in Septcnrl)er 1996 t() idenlitv potcnti l

projer ts rtrrr! htl<l :t u,rrkslr,,p tltt,rc in
N()\'ertlbr'r, th()ugh no a(rn(rele plxns rc-

sulted lr(nD thc mcctinSs.

An()lh!r inn()v:ltivc fls p,()graol $hich
rr rLrltl lrtnefit (:ll|ni is lll(. t5-,{\ir Iinr'l
ronnrc,nlrl Partncrship (l S-AEP). Crcatcd
in 199-,1, t IS-AEI' secks to ntatch Asian cn-

Ex-lm Bank nan condilione

its loan approaals on

each proj ect's co mp liance

wilh mt ironmental

gui{lclines.

tltrough its lilison $'ork \\'ilh thc Asitn
I)cvclolnncnl Brnk, tlS-AEl) has involvcd
850 Asiun ilod Anrcrican prollssionals in

cxchangcs: nratchccl over 1,100 lrxdc
lc.rrlr qith rD()rr Ih.rn J,ixx) llS (,r)!ir,rr.
nrcntal 6nns in its tlnvironmental Tetirnol-
r.rgv ),ienvrrrk for Asil tlatalrascr transllrrcd
$ tl0 rnillirrrt in l S l)ririrtc s(,('rr)r cnvifi'n-
ntental eqrripnrent ind scni(cs t() Asilrn

Pulrlic ancl pri|xtc scck)tsi ;rnd crcllcd
rn()rc thrn J.,i00 j(r)s in thc Unilcd Stlrcs.

The progranr is tr)'inla t() kxrk carcfirlly
rt ellirns Ihat cointirlc nith Asian rrrun-
trics krirl needs and circtrnrstlnces. srrch

lls irnp()\'rnlcnts in cncrgl' clficiene1 :rnd

gr()\\ing opfx)mrnitics lor u'intl lxrrvcr-
n()\,\r thc .,v()rld s hslcsl gr()$fing cncrgy
s(urce-lrnd ()thcr rcncrlahle cne{+' prt)-
jects thrt hold prornisc in (ihina. Sucl)
projccts trrulcl lr u lxxrn l() stmggling tlS
s'inr.l c,,tttt:unic. ll'I s A[l) \\1'( ir('tr\(' in
(lhinx. Dxnish 6mrs, [trr exerrplc. rcr-cntlv

signl-d u $115 n'rillion ('onlrx(t r,"'ilh thc
( lIn(x llrnisln ol Iilettrir l'ortcr t0 rn.

\l.tll -J rrr(!lJ\\ lltl\ ,,[ $ rnrl-l.t ner.ttirr].1
(,(luipn)('nt in Xinjillng tlyEUr Au-
t( )n()nl()us R(gi(nr, Inncr,\t()ng()lit Au-
l(nnn)x)U: ll(Fron. urrd Zlt(jiung I'rorrnrr'.
I IS-AUI, is rr uniquc cfkrn rvhi<lt excrnltli-
Iics tltc rctlefining of rclltionships-lre-
l\\(cn .li(l rrttl tr.rtlc. pulrlr, .rn<l prir.rtr
scr.lrlrs. lrn<l busincss lncl n(r)g()vcrnnl('n
t:tl g(rul)s-thlt ntust txk( plx(e l() s()h'(,
(lhinil:i (nvir(nnrcntal pr<irk,rrs. It trrrlcl
Irclp crxrrrlinlrte lrntl liltus the curr(nl
l).ll(ll\\,,rk (ll Clrrn.r pr,,qr.rrtr.. lrntl rrrr'rit:.
lrighcr prolile in tllc l S-(lhiirJ contc)it.

-luly 1997, $ltcn [Jong K(,ng, (:r tlS-AlilL
c.ligihlc tt,rrit()n') rcvefls r() l,lt(: rulc.
u1)rrld lrr lrn ()l)p()nunc tttltc l() c\lend
I IS-AEP s Drissi(n to inclucl: (lhinl.

()lhcr []S p()gr.lnrs nlso luvt a Jxrtcn-
ti:rll) hcll)lirl mlc t() plev in Cllinx. t'S'
Al[), lirl cxirmple. pnrviclcs veluable cn'
r ir( )n mcntit I tc( llni(ll llssistrncc
elscq'herc in llle w()rld. 'l'hc 'fmclc unrl

l)eveloprncnr Agcn(y ('fl)A) pLlrsUcs

lrr(lc p(nn()ti()n x(tititics ilr nlant a()Lrl

trics, l)ut-Il)A funcls huve not bccn
avuilahlc to Chinil since 1989. AlthoLrgh
in l()95 'l l)A clevotetl jusr I I pc(cnt ()l'

its krans to cnvironnrcntel i,litiilti\$. ll)c
rgcncv llils pani(il)llted in a nurul)cr ol
IIS-AEP pr()iccts x,](l coulcl pley e signili-
(xnt rolc in futurc Iis-(]hiua en\ir()n-
orcntill ('(x)pcrxtion. Sirrilarly, the ()vcr-

srlls PrivJIc lnlcslnrcnl Oorp. (Ol)lC)
hclped to r:risc ir S1.J5 rnilli()n (;l()l)ll

Lnvir()nnrcntxl Fund li)r entcrging nrar-
kets. as u,cll .ls tw(Ftllirds of tl)e initixl
r:t1'rit.tl [or tltt S-tt rrrillion tiIrlr.rl l:nvi-
r()nrnent1ll F:merginS Ma rke ts Funcl.
wlrich will rr:rkc cqrrity in!c\tntenli, in
('nvir nr)tt Dlirl prr)i(('t\ in Alri(J. A\irl.
E:rstern lirrrope..ln(l L.lt l n Anlcri(J.
()l'lc-, fiough, like 'l'l)A, remuins subjcct
t() l'irnanrl)en s:lnctions and is prc-
vcntc.cl from eng:lging in lclililies qilh
(ihina.

ON THE
MTJLTILATERAL FRONT

'l hc tlnitcd Sntcs also uorrlcl do u'ell
l() stccr ils inclirect aicl th(ntgh intcntil-
ti()nrl instituli()ns t()wxrd envir()nntcnt-
rclalcd Chin:r proiccls. Intcrn.ltional in-
stituti()ns ctrrrently lra!e nrrrc then S.t

billion earrnlrrke<l li)r envir()nrnenl-r(-
lllc(l l)()icct:i in China. The W()rld Ilxnk
$ill lravc rt paniculxrh inp()nxnt ft)lc l()
phy, xs (lhiDl is n()w the llxnk's larj]est
horrotver- -lhe 

Asiu n [)r\.cl()pmcnl
Ilxnk, kx). has nraclc Chinls cnvir()n-
r]lcnl priorily, with $2 l)illi()n in thc

PiP<linc li rr cttr rfunn r('nt-('l.rt( d pr,)F(l:
()\'cr lhc nc\l thrcr verrs. lhe L'nitccl
Nxt i{ )ns l)cvcl()l)nlc!tt I)r()grrn)tnc
(tlNI)l)) c()ntinLles l() ilssisl thc Chinc:,c
g(^'crnrrcnt in irnplcDr!'nting its tntl)i-
ti,'u\ "ASCn(lir ll pr('gr.rnr.rr)(l tl)( (,nvi-

nrnorentll gruls s1xllctl oul in tllc Nintll
lri\'(-}'c.rr I)l.rn li)r ly)(F2(x)(), \\'hile ttrlj
tlnilc(l Nuli(nts Envir(xnlrent I)ft)gtu!l1,nc
(l'NIIP) has unnounccrl phns to explml
its ( lp;lcin -l)uildinH ancl inlirrnration,rlis-
serninxti(rr w()rk in (lllinu.

,\ nutrr clIirn should als() lx nu(l( t()

cxpancl thc (:l)im ntissi()n ol thc Ckrbal
linvironrncnt t'a(ility (CEF-), x spr(i:ll
funrl managed bY the V'()rld tJxnk.
t \l)l'. .rrt(l t NEI' to lrclp clcrclopirrg
(()Lrntries rD(.et thc incrctl]ent:tl cosl ()f
x(ldrcssing girbrtl cnvironmcntal prob-
L nt'. rnclrrclirrg rlrrn.rtt. r h:rngr,. lT x xJir r.r-

sitv. ()zonc (lcpldi()n, p()tecli()n ()f intcr,
nilli()nlll \1xtcrs. enrl land dcgrachtttn. 1ir
dittc. (iEl'furrcls har.c lx,en lpprovecl for
scvcn proic(ls in Chinu. incltrcling coul-
hcrl tttrtlr:rnc. hir xiitrr.ritl ('(,n5cn'Jl i(,n.
grccnh()usc glls c()ntr()l stuirt(l.lics. nxlurxl
glrs devcl<rpmcnt rrncl trlrnsport in
Siclluxn Pr()\'ince. ship \\-lstr (lisp()s.ll.

encrgy cffir'icnc,v ancl Jxrlltrttrn rrrntrol irr

t()wnstrip xn(l vill:lge enterl).iscs, irnd
pr(n ()ti()n ol rcnc$'lhle cncrg\,. Fulrlrc
pr)iccls in thc fun(ling piprlinc \\'ill pr()-

h n" Chlno Burincl lcvlcw / ht)itti') Lirt,tr tt))-

r-inrnmcntll necclr $'ith []S rnlir()nntcn-
lill ('xp('ri( r)r ( . l('(1rn(rlr)il). :rncl prrrr'lir'r:
(s.'('lh! (.:llR..lul)-August 199I, p. l.l).
Lcd lrt tlre I'nilc(l Stlltcs Agcnrl lirr In,
tcrnrti()nxl Dcvcl()prnent ( t ISAII) ). rhe
lllvcxr iniliali\c $rrrks Nitlr 35 Asi.r-l,il-

cific nations irn(l tcrrit()rics lllrouglr pxfl
n(rships with ( lS li,rlcral dcltarlnrenls lncl
.lH(n(l(\. i!liltc.rn(l l(,(.ll (nlilr('\. ('rr\iri,n-
nrcntll hrrsincsscs. nongotrrrrnrenlul rrr-

Ixniz;lti()ns, xnd Asilln ((unlcrpillls. ITntil

I S rcslri(ti()ns on t SAII) frrnding liu'
(ihine rrrc lilietl, hos'ever. I S-AEI) r'tnn<{
()psr.lte in (jhinl.

I S-Alil'('n*rn:rll) lixu\((l ,)n J turi(,t)'
()f t'rN-ironnrentll g()illsi stclnnring l)iodi-
\rcrsity l()sscsi c(ntlr()lling :tnd pre!(nling
inclustrill Trllution; rssistinS in thc dc!cl-
()porent ()l urlxn (nvir()nlllcnl:ll inlrl-
slru(lurc; lnrl improving tncrgy cffi-
(ienc\' ln(l thc usc of rencu'lhlc encrgr'
tcclrn( )l( )gicri. In 1()()5. l'S-AIIl, rctlcllnecl
ils nlissi()n to u sinlilc' (r)jc(1ive: to p(F
rrr,,t( ll i'l(:ln rr'r,'luti(,n' il) .\:i.l lr\ in-

trrxluring less-polluting s)stclns {)f l)r()-
(lucli{)n. It n()!\, c()nccntr;llcs or)

cna()ur:tging clcart lcchnologics encl
sountl t.n\'ironlllcnlrl ntJntgemL,nl; (lc-
vcloping ltttcr clrvirrrnrcntxl infiirstnrc-
ttrrc [rrr rrrban llrells: Jn(l fi)stcring tllc
grlict lianrcurrrk lnd public a\\'rrcncss
lirr sustaining clean p()ducti( )n.

t'S-AllP hrs alrctll' f ickle<l significant

rcsults. Since 1991, l)()th <lircctll und
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n1()te cncrgy-clTicient refriScrrk)rs Jnd

c()Dlpress()rs. \'ehiclc cnrissi()n c()nlr(rs.
lrw pollution coal lrriclucttes, rntl
nrcthxnc rc('()!'cn fr(nn rltuni('ipxl $rslc.
\(1. Ilnrr8h (:lrIlu rs (xl)(\'l(rl l() r((1i\,C
substential furlher funding, the Clllts
hudget still lrrll:' lir shon (r'(ihinas ur-

gent nceds.
'fhe linited Slrtes, xs a maj()r (ll':F

<lonor country, sits on thc l;oard that
nrakes klrn dc(isions rnd, lhus. plxvs rn
inllucntial role in GliI activities. But lhe
llnilrd Sliltes lras cut b:rck (ililt fun(ling
Jt x li|lrq \\'h(n rx,r(. n()t l(\\. nrr)ne)' ir\

nceded t() explncl the l:lcility. (lrcater tls
tirndinll lirr d)r (iEF \\'()uld lt. espccialll'
in China's crsc. x c()st-cf'lc(iivc invtst-
nrcnt in cnvir()nnlentxl pr{)lccli()n. tlS
supp()rl xls() $'ould help cutting-c(lge
l)usiness lechn()l()gies entcr thc mllrket,
rvhich \r'ill lx irnfx)nlnt as thc GEf \!ill
likrly h:rvc to hnrl u':ry:. to lctcnrSs i(s in.
vcstnrents with Privatc-scctor lirncls.

THE \vAY AIIEAD
A tiS-(lhinil I.:nvir()norent:ll lnitixtivc

shoulcl linr to injcct gkrbal cnvironrircntel
pri()rities inlo existing progrluns and re-

In)ve rcslri('tions on pnrgranrs lhal sland

k) inrpr()ve n()l just Chinas cnvi()nr)ren-
tJl silu.rtion. l)ut the !*)bal corironnlcnt.
It w'rultl .rl',r lrclp (ilrinr \tr(nHthcr) ils

lcgel ancl grlicl'fi:rnrcu'ork lirr envinrn'
nlcntal protc(ti()n. Such iln inililrlive
$'ould scck l() integfiltc cnvir()nnlcnlal
c()ncerns inl() ('urrent US (lhinx p()li(\'.
nlxking tlS cn\:ir()nnrcntal inlerests xs

\\'ell l\ a(nnrn(]rcixl intcrcsts ()f crntrrl
Irp()rlJn(( ln e.senr'c. I S l('rci)ln:rssis-
tance. l'rv targeting suprrnnti()nlll envir()n-
nrrntrl spilk)\'c.ri, srruld hell> sr'turc do-
n)csti( environrrrntxl pr()tecli()n.

In en ccologicellf inrcrdcpendrnt
worlcl, trlclitional thinking llxrtrt lxrth tle-
vekrpnrent essislance lrncl fxp()n pr(nn(F

li(nr is lind:lnlcntxlly' nrisplacctl. LIS poli-
cynlrkers Drusl reconccptullize crrrrcnt
pr()gtirllls t() I)rnlx)le cnvir()nntcntill pr(>
lc(ti,,n. lilrcign lr,liry gr'1ls..rncl U: I'tt\i
ncss inlcrests sinrultaneorrslv. 'l'hc lask of
acljusting rrnrl r(\'ising tlS cn\'ir(mnlcnlal

lxrlicv to Ohinl s realitics is claunting uncl

rvill rc<lLrirc:r dr.rnutic chlnge in stratt'gr'

rl(l pri( )rilits-xnd, l)crhrt)s, sonrc hrr-
thcr nu(lging lnrrl lxrtlt tltc cnvi(nlnrcn
lirl xnd l)usincss a()llnnunitics.

(-hin.l'\ cn\'ir()lrrDuntrl .itu.ttiLrn is

uniquc. rc(luiring carclulll'taikrrecl pr< >

The task oJ'adjusling and

ra'isit t g U S et t t'iroil meil lu I pol ic]'

lo China'.r realilies is tlauntirtg

and utill rEuire a dramalic

chattge in struleg'.tnd Piorilix.

ic(ts xnd pr()grilms. 'lhc billtcrrl ancl

nlultihtcrxl cth)rts n()w uncler $,ay urc
an imF)nxnt i't:rn. l)ut it \\ill lto dottlx
take tunlrrr ellirns to nrakc thc cnvir()n-
Illenl x priorit) in ITS-Chinx rclJti()ns
:inrid rr1\ ritd (()ml)ctin8 (()ncerns.
'llyrtrglr tlrc sr.rlc r,[ tlrc crok,git.rl tirne
lnrrnb titking in Clrinu clenran<ls it, sc
have )cl k) <lcvclop tlre lranrcrvork-as
Kissingtr u,rrrlcl s.r1'. .r iortt;lrt'ltt'rtsive
l'r.rrrc\rrrk" liI lt rr. s.rnS Ilrr t nr r-
nrnmentll irnl)licati(nrs of China's cco
nomic rl$elopnrent. lnd firstcrinS llre
((x)perati()n tlut will l)e nce(lcd t)r lllc
flcxt quurt(r-.cntury and bcyond. *,

llcijinl.i lic()n( rr r i(' 'I ctl rnr:L rgit el
l)eY(l)pnl(nt furir

'Ihc (.hintt ljttsi,7.ss li! it\t'

(lhi,rl IlLrsincss tipdxt(

Chinil Ilu()p( lntcrnxti( )nxl
lJusincss S.lr(x, . . ...

(llrinr\\ iI! \lonur' I rirrrslcrs

( l( )l)\ (;(n(jrirl in Sl):rnghri

llerrl-l()-Hexrl lnlcrnuli()nirl
Airlili

t lni\ rrsiD (, lUi(ltigrn
Ihrsiness Sch<xrl .

I) )r

p. t)

P.23

p56

p.3e

,P,2

p I')

P 15

C(nrsulting . .p.27

l)e\'(l{)pnlcnt
P 2r)

,( l)s( rr & C(,. l.t(l

I iJniio |((nrnri(
Aft;r .......

'Iri(kl( { p I)r()8rJnl

aDYEi SETS t1t fl 3 t53UE:

IflttffitlP@
Pfl[fifl[]il

()ne of the wodd3 most nruven
programs to defeat pbvefty.

llrc Chlnc Burlnos lcvlcw / ltnnkt,l ll,tktr\ tttt)-

t IS-Chinx Busincss (i)uncil
Pul)licJti(ns .. pir

Ihe Trickle Up Pr0gram is a non-protit intemalional development organization 'xhich encourages very

poor people t0 stad or erpand their own smallbusinesses. By providing start-up capitaland basic busi-

ness karning, Trickle Up grves hopeful entrepreneurs the opp0rtun y lo use heir oy{n siilh and ingenuit}

to create, develop and manage income-generating enterptises, b€neliting the worken, theirfamilies and

therrcommun{ies. Since 1988, Triclle up has been plomotingentrepreneuialism in China, with he start-

up or erpansaon of more that 800 businesses involvinS over 3,700 p€ople. Culrent aclivities include plo-

motrng environmentally-sustaiflable businesses am0ng socio-ec0n0mically dtsadvantagsd p€0ple,

includrngminorities,inremoleregions0fUeGuizhou,Shan,andYunnanprcvinces.

Contdbutions are tar-deductible and will start micro-enterprises amon8st the poorest populations,

$100 helps start one business, $1,000 helps start ten,

54 Rlverirde Dnv6. lt.I hrk. l{Y 10024-5509 ' Tolephoi€, (212) 3621958 Far, (212)8717464. E-lna[ 73{44.557@ conlpu!.rvs.c.m
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HONG KONG MEMBERS TALK APPRAISALS,
DISTRTBUTION, AND TRAINING

The difhculry o[ vrluing "intrngible as-

scts slrch as intcllectual propcrty head

linccl thc Legal (i)nnrlittees Oct(r)er 1.1

I]n\1ir]l.i in I l rng K' rng. Keith Y:rn, r it e

pr(sr(l(nl (,f thc llu:.rncs:. V.rlu:rti,rn
Cr()up dt tuneri(xn Appr.lisxl Asi Ltd..

outlincd the various fornrulls Chinesc
au(lit()rs use to vlluc Chinesc assets. Yan

notcJ llut China s fr:rdcnrrrk ()[fi.c is

devekrping nerv nrlcs for tlre valuation
of Chinese tradcnurks antl the construc-

tion inclustry is c()nsidering crcilting l
valuation department to assess llrilding
rrrlut... 'lh< L(.Hirl (innmittcc ntct rlgJin

on Novcnrher lll I) rcvie$'Chinx's ne\l
j()int-vcntLlre lrading c(nnpxny regula-
ti()ns, which panicipxnts concluded arc
desrgnccl prr m.r rily I'or l:trgt' Asrun
lr.rclcrs.

J\lirn.rErrrt(nt trlrining wir\ tlr<'ulrjcr.t
of r trlk by Sheilx Melvin. director of the

Councils Shanghai othce, at u hreakfast

nrL,eling on Novcmber lJ. Melvin statcd

that foreign c()mpanics should consi<lcr
providing Chincse empkryees with morc
opporrunities frrr follow-Lrp traininS. f'or-
eign compxnics xlso c()uld lrnefit fnrm
training thc-ir runagers alxrut the cultural
and practical realities ()f doing business

in China.

The lltarkcring and l)istribulion C(nn-

mittee heard detailed re6xrns on Novcnl-
lr'r 22 frorn ,nember companies Saru Lee

Corp. ancl The Proctcr & Gamblc Co.
(lttG). Mark Cao, Sara Lccs Shanghai-

l'uscd sales and merketing director for
China. saicl his suff has assuntcd all mcr-
chrndising rnd m:rrketing rcsponsibilities,
since lo(al distributors arc unable to prtr
vide these sen'ices. P&C s Lrrr,' Mason.
(;uangzh()u-based sales director [or
(;reater China, s:lid that I)(tC has set up l
niltional snlcs tcam to hrndlc the c()or-

pany s Chini srlcs.

VISITS BY
PRC FINANCE MINISTER...

tis 'licasury SccretJry Robert Rubin
n'as on hand to assist lhe Council xnd l0
memltr-crurpany sponsors in welcom
ing Minister of l.inance Liu Zhongli and
his dclegation () il rcception ()n Nolem-
bc-r lu. l,iu \!as in w shingt()n t() c(>chait
with Rubin the ninth nreeting of drc tlS-

China Joint Econ(nlric Committec (JEC),

which nlct Novenrlx-r ltllg-
In inli)rmal remarks. Rubin und Liu

summxrized for Council mcmbers and
guesls the progrcss echieved in the JEC
ulks Rtrhin n,,tcd thrt lhc J!:(j nr(cling
had givcn him l grcrtcr under..;tancling of
Chinr's rc()non)y, wlli(h sq)n is likcly t()
be the world's LrrScst. Liu echoe<j RuLrin s

pmisc- of thc JEC nlcetings. stressing the

dii.lln(( Clrin.r ltr. r.' rrrc in rrurrlemizing

ils ec()n()my, and asscncd Chin:r's sup;xn
for frrturc rlurual c(x)pc[ltion.

...AND MAYOR
OF SHANGHAI

The C()uncil an(l tllc Nrti()nxl (irnmit-
tee (D tls-China Relxtions, wilh stppon
tionr'l'hc Chr.rhb (i)rp.. Thc (i)ca-Cola

Co., lirrtl ,\krtor (]r.. Ceneral Motors
Cr-,rp.. ancl Molor()llr lnc.. hostc(l ! coryx>

rate luncheon for lihrnghxi May()r Xu
Kulngdi in washingt()n on N()vernlxr 13.

Affahlc lnd informrtive, thc' nr:ly)r of
Chinl s larlest city prcscntecl u slide
show illustruting tl)c ( hanges tlking place'

in Sllxngh.lis landscapc and c(on(nny. In
1995. thc cit) s GI)P per cupitr hit
Y19,00,0 (S2.2U9).

Fi)rcilln direct invcslment (F'l)l)and in-

tixstnlcture impr()vcDrcnts are clriving thc
ciry's growth. Xu silid. As of Scptcrrrber

ItI)6. l:\ in\'(:\trn(.nr projerrs in rhr. city
numbctcd 1.932 anrl had a cornbincd
value o[ $iJ.7 billi(11. In 1995, 25.5 per-
rent ,rl tltc r'ity . totrl FDI rrrrrt lr(,rtt

lspincsr investors. \atilc tis invcsnlent
accountcd fi)r 1.1.7 pcrcent, lirlkrwcd by
Hong K()ng (7.4 P(rccnt), (iernrirny (7
pcrccnt). .rnd S()uth K()re! (6.1 Pcrccnt).
The rnayor also exprcsse,tl-his hrpc that

Shanghui rvoulc! ioin llong K()ng rs r
m:lj()r frnlncixl ccnter: in lA)5, financial
sen'i(cs il(countcd lirr 12 p'rccnt of the
cit\'s tcrrixo industn.

SCIENCE AND TECHNOLOGY
CoMMISSIoNER ADDRESSES CoUNCTL

'fhr (i)uncil. with supp()n li(xn Gen-

cml lv()lors Corp., lr()stcd J (lclcgllt)n ()l'

2,tr scie,r(c antl tcchnokrgy offir'i:tls letJ by
S()ng.)ian. St.lte councilor ancl nrinister of
drc Strte Sciencc ancl Technokrgl'Com-
missi()n, lt, lunchc()n oo ()cl()l)er 2+.

S(lrr).1 wrrs in W.t\ltingt('n tr, (r, (llJir :r

meeting ()f thc.J()int C()nurissi()n on Sci-

cncc rnd Technr)l()H\' \\ ith his (\)unter-

prfl,.l()lln Gihlx)ns, director o[ thc Vhite
llouse Office on S(iencc ancl 'li'chnology

l'olicy.
In :r lirel,v spcc(ll. S()ng detrilcd ft)r the

ln()rc lllan l0(l (l()uncil nrenrbers anrl
gursls thc mxny cx:lnrples of bilatcrul co-
()pctilti([ on p()j(ts t() exprLml not onlv
Chinl s ckrmesti( sc icntifrc ancl tcehnokrg

ical rcsorrrccs. hul llso lo cxJrninr global

clirnltc change lnc! other issues that lffect
lxrtlr countries. Stlling thilt lhcir ((x)pem-

ti()n \\'ils "fl()urishirrg. Song n()lc(l thxt
tlre tlnited Stltcs und Clrinl hlrl been
wrrrking togethcr cffectively in a \\'ide
rlngc <lf 6elds sin(c thc 1979 .tcrliqt of
th(.ioint (t)ormission. Bihtc(ll c fforts
It:rrt' rntolvctl l(r.(Ixl {ienlr\t\ xn(l (n}li-

nccrs li(nn lxrllt r'ottntries, Srng suid. and

nn)re thxn 1,0(X) pr()je(ls riln8ing Ir()o)

cancer resc:rrch k) astr()n(nnicrl studics.
'l h( nrinistLr:rlso higlrlrghr(rl tht'irrr-

p{)nJn.e k) (lllin o[ thc pJnicipati(n] of
Iorcign busincsscs. including nrenrhcr
a()Drpxnics (lencrxl !l()l()rs, Ijord,\l()l()r
(1o., Genlrril lilcctric Co., IUM Corp., N,lo-

tonrla Im.. xn(l 'l'ex:l('() In(.. in estll)lish-
ing research llcilities in China to hclp
dcvckrp thr: a()untry's (krDestic techrr()-

logical capahilities. Song also exprcsrie(l

tllc hope thal I;S compilnics woulcl bc
irl)l( l( ' pirfli( iPJl( in Iltr' Pn rr ision , r[ nrr-

c'lelr p,,u'cr (nginccri,)g lrrt,.l scn'r,.'<..
r('trng llrilt cxprnclcr-i nrrcltlrr g('ncrJtir,n
is necessxry if China is t() reduce its
hcavY rclixncc on coal. llc rroted that the
Uniled Sutcri lncl Clrinu rank firsl lntl
sc('ond, respcclivcly, in totll carbon
(li()xi(le cnlissi()ns, whirt rcsult prirnarily
fr,rttt fo:'srl litcl rontlrustion [:\ [irttts
(\lrreDtl)'xrr prohihited hy [rS rxF)n r(r-

strictt)ns irnp()sed aftcr tl)c 1989 l'iuiun-
ttrcn cmck(l()wn fronr srrpPlying nrrclcar
tcclrnokrgl t() (ihina. l)ut sin(c lq)j hatc
bccn lble tr; srrpply non'nutlelr bahntc
()[ phnt c(luil)r))rnl.

g fr. Ctlnc Borlnc$ Rovlow ,r,rr,r,r ttt,1t.t\ lttt-

Council
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C,eneral Accident $trr: and Ufe [ssurance Crrp., PLC (tlK)
()lr'ncd rcprr.scntutirt ollic in I'intclLr. \h:lnd()n! Irn^incr
l{) ()()

Winterthut Insurance Group (Swltze.l-and)
\\ (nr lic(nr t() prl)! irlr ur.urtnrt 1rrlrtrtstrxilLrilng lrlr
inslr n((') irl sllrrrglr:li lo ()().

Agrit trlttrllrl (.onrnroclitics un(l'li'( lrn()l()gY

crltit4,3 ta?otl5

Australla. u/heat Board. Transffeld Holdlngs (Ausralta)
\\i)r) ((nltril.l to lrrrild gr'rrrrr trnnrrrll irr I:irng(lr(ng. (;u.rn!t\i
ZlrLrirng Aulrln(nrn,Lr ll(Bi(n) 51.,) rrrilL()rr l0')()

titYaatMtaaIt tit cHtitl
(bntlnental (;raifl (i). (US). Milsubishi Glrp,
Uapao)/Dongfang Intematlonal lloldings Group (Shanghai)

\\ rll t*tublislr ilnpor'l {r\}n1 ioinr \(,nrur1, irr Sh.rngh]i Sl -2

nrillxnr {l \1.1",. l.rl)irn l-',-PR(. il',,) I I ()(r

otxtr
ADB

V ill pft)r id( hxn I() Hxinan Province to dcvelr4r :lgri(\rltu,:tl
anrl nulur:rl rcs(xrrc(s. Si.i milli()n. I I 9(,.

US D€pafiment of ASiculture
\('ill olli'r'r'xpon rrc<lits t() Chin:r lix thc purchusc <:l u ruriety
()l I S lrrrriLuhur:tl tortrrnr rties Slo(1 ntill,()n I I q)

world Bark
U'ill (\t(o(l l,un to strplrrn se(!l ((nt)nt((juliz:rlilnr pr)ir(1.
SJ(i 5 mill(nr l0 ,X)

Ahl)k1L. rtrN !!11 rnnrrs,rn r(\r :\l)lr Ajir lnrcl,'tn rnr lr,hk lxk. lJ,trll 1)l (:hrn.i
( 
^^C 

( rrl l\v',(rr Arl rtrrstdk,n ,ll r ltrnr ( \l\ll(r r 1,tr,.' \!' nl,l Aurnn, \. I'DP{1
\It)n ('tr|] ( ll(. (.l]'nr \rr!,ru1 Aen, T., l,n,,l, A\ lnr|ln hl)!f (,'n) (lll(l (lnnr
nr.m. irrrl Inr!.r{l ln\6n. t a,nt {1T\ (hnr nnrn\ iin1r 1ri

tlrlrih. nLrl (itrp \lNl)T(AN\ Cnrm Nln.nrl lir.rx! lmL lhn\l),nxrro (itrp slr(
rur l,lJnnrn* GDnn\rh l'\l)1, t'n d:lrrkn\ Ir.r.krl}m{ I'nAi n

lif.,\,!{,,11 'Iln',.(r,l ,inl] lllr/ |,r,!i,(.rrl ..in!r[rsr.ll11(,t)r11 /,,!.
( ll' lr(lL'.rr'.,1 1t.",( /,r ,I'n.' \rll \l,n'.,'\ ,n rr^,! .',',1
,1.\ r'trr,rr ,n. \\ \i \r.'Ll.',1, \')rrr\!', 'lrrrr \rrr rn,]!^,rt-
r,l r.r,, r njrn!.irrj, r,rr! lif,,l,r, .lr.nr I rI r \l/ \t\,rLL r,,rr nrr l rn
l\(nlllNl ( rri \.rr()n.rl ( ln.nrn.Ll\ r"'lJ,nr r\lr{r r ,,1) \r\()r,r(. {l'Lr.r \.'rtrrr.Ll

vlsa Intemational (US)/Chlna Crnstnrctlon Banl
l-run.lr.al lnr(rlrrk .lclnl ..rr.l ')'x,

8U3tIEl5

tllv!tt tNtS tit cHtiaI

Daeli'(x) (brp. (s. Kor€a)/shanghat t-angsheng cftrup
tir'trl)lishc(l trr(ling ln)u\c i()inl \'(rnrrrc ir Slrungh.ri $12
rrilli(,r1 l: K(,r(.t:r() -l'R(l Slr ) Ir) 9()

otra:r
AI'B

Appll^'cd l(xo rnd r(luitl inrcstrncnt li)r (lhine Flvcrl)ri8ht
lhnk S8o tlrillion. ll96

Westem Union Financlal Services Intemational (t)S)
Irrp.rntltcl rtt,rrrcv \\rr( senr(('lo lJ rrrdrc ((r(s in (:llinx. ll 96

KeyAank, Chlrlawlft Corp, (US)
\lill (rl!.r rl(dr()nl( (ush tnrnsfcr s.n'icc l)!,lwcrn I lS ilnd
(:hinx. I 1,1)().

fuiilsu t-td. (Japarr)/Irujian shida Q)nrpulcr Co, t,td.
\\-ill (,n,lxf.r( l() ('\l)rrnrl (llrines.\l\l nrrrk(r. 1l)()(r

Thc Mltrubishi 'l nrst and Banking C()rp. Uapan)/(XTfC
\\ ill (,x,l)(rrl( t( ) irllr(xlu(c ( :hio!\(' ( rnDp.rrr(\ t() Il )troti.rl

_l.rPlrr('\( l()rnl \(nttrr'( l)ilnrr(l\. lO \)().

(ihlna Cor$triictlon Banl
Uill r)l)(n r1l)rr\rnlirlirr ollitc in Nr!\ \'(nk (iir). l(1 t(r

Ttre Sumitomo Bank Ltd. (Japan)
()l)(rr((l rcprrs(r'ttrrli\c oUir'c in Sht Irvang. l.iuoning I'rorinr'r

Kor€a Flnit Bank (S. Korea)
( )lx'nr'(l l)rirn( h (,ih.( in \h.rnxhri t) (Xr

lvory Coast Debt AutoDomy Rank/The Eyport-ImF)rt Bank
of China

signtrl lrln {uilrrn((( li)rllul.()Aut)d,q) l-tLl., ir Sin(llr'(n1
(:r)r\r i,,inr \cnlrrrr S().1 nrillirln 9 (I)

Mirster(:ard Intcrnati()nal (( lS)/Sharrghai l\dong
I\'r'el()pmcnt Ilank

\\ill r\\tri \l.rrt(11 .rr(l \rDlrl (.lr(l Ir ( lrn.r r) ()()

Ch na
t

t,

Cbirtoplw V. Hatit

7bc a]l/{ l)r s(n(ling lltc inlirrmetion t() thc xl(cnti()ir ()f lh( cditr)r

tl fI t A !l D I l: V l al m I I I Septernber 16- Nowrnber 15, 1996

ForctAn prrty/(lhincs< party Arran8(mcnt. valuc, and date reF,ncd

Accounting an(l Il-rsrlr2lncc

ttc Ghlnc lurlnorr Rovlow / .lrutlto\ l.!h,1tt't t9t)' d

Ilanking ancl Irinxnce



(.ltt'tttit :tls. l)t'ttot ltt'rl)it :tIs.

luncl llclutecl ['.r1r i1nrcnt

txYaatf txt3 tx crltaa
Burrnah Castrol PLC (tlx),/NA

I''ttrhli.l)!(i Ii):((1) li)un(l^ ((.lrirr1l) ll(l t{)irrl \(rllur( l() lnrkl
rlrcrl]rt.rl Pl:rnt in Iltrl)tillrr\in(r l] ()l)

Americhol (lorp., a wholly o*'rred sutxiidiarl of flni(rn
Carhlde Corp. (Lis)

\\rll lnrl(l I)l.rnl irr (;Lrlurg(l(rU l)r()\in(('tri ln,{hr.( il\ I (..\Rli

Inc polrrtrtrs lor Drr.,,rr.tl c:ttc I)n,(lt(t' I I tri.

BP (llr(.nrical-s Ltd.. i unil ()f British P('ift)leurn I'LC
(llK)/Shanghai Pctr(rclreorical (l()., a unit ofSINOPI:(

l:st.rbli.lrc tt |tlrr lt n. t r.L( k! r i, i||rl \ ( nlrr( in \lr.rnrlr.
rl ; lrrllr, r:r rlKi l'R(.ilr') llrtr(r

[,G Chemical, a subsidiary of the l,G Group
(S. Korea)/Yonlgxing Chemical Planr (Zheiiana)

llslrl)lirll((l Ni glx) l,(i \'()og\inu (il)(I)i(rl i()irrl \(nt(lr( l(,
rr.rnrrl:rr'tu rc :rr n L rrrrt ril( hur.r(ll(n( :l\ r(n( r,r \irlrlx) Zh( ii.rrll.l
l,I1,\'in.( )Ho rrrlli(rr (5 Kln(.r:-i ,l'l{( l;", ) lo ()i,

Hocchst AG (C'ermany)/Tianlio llyesrutr No.8 Factory
l .t.rlrli.lrcrt l l, \. lr\t t r.rntrn l'rji,rk nt. t,,rIlI \ (rrruR' 1,,

rrr;rrrui.r(rrrrc IrBrnrnt rlr(s in lirniirr ll6 rrrillurn.
((ltjnlr.rr\ (iI "l'lt(: tlr ) lO (X)

Prr\air. Inc. (trs)/BeiiiJrg (lhenrical Experimcrrtal Platrt
l.r.rl,li.lrrrt l'r.r\.rrr l]( I'l:1'](..rrlhr I)x,\i(l( 1,)rrrl \(,rrrrr( r()

PrrrrlLrtt lu;rrl(l crrrllrrr rliorirk ss r I r i I I i ( ) | ) . ( ) ( 
) ( ,

ottatt
Burnrah Ca-strol PLC

\\rll rlxn hmnt'lr olli(( in 5lnnghli II ()o

Consr,rnrcr Grxxls

rxYtttntNtt I I't cllrNl

B(rsch sierncra,i Ilausgcrutc Grrrhll, a ;()int vcnturt bct*ecrl
R()bcn B()s('h GfirblI atrd siemcos A(; ((;€rnran) )/wrl.'(i ljtllt
Si+an Ele(rical Applianccs lndrFtry (;()., Lld, (riarrgsu)

\r1 ul) ll,)\\\.llr ( (i. l.r(l t('inr \r'nlLr( l,) Pr((lrr(( \\.i\l)inq
rf.rchirrr'. Llrr ,l..rrtrrrg rrr.rLlrrrr.:..rrxl (Lslr\\.r.lr(r. ll)()(r

Mal(ag C{rrp. (Us), NA (HK),/Hefei Ron$shida Grcup (Ar rui)
S.r up sr\ i(rint rtotr.rrrs lo lrfirhrce tl((1ri( ill)lri:ln((s irl
ll(tei. Anlrui I)r)\'in(r' ((rS tt)i" .llt l),-l'lt(-: t()5",) Sl()l ;
rDilI()n () (.{)

Elcctronir's lrncl (i rlll)r.ltcr Softu'ltre

Parsorl.s Trarlsponadon Group Inc. (Us)
Ves ewerrltcl cortlr.lcl l)y Ilcng'lirlg (;roup (llciiing) (i). Lt(l
to ptrfrrnn tr:rfic pl:rnning:rnd tnginr:criog:tudics lirr tltc
(;(..[ ]lirll ()lChIrr pr()i((l in lt('rirog l(,96.

Envircnnrentrrl Technology ancl Flquiprnent

Uniry oorp. (tjs),/C,cneral Assocladon of l-iBht lndustrics
Sigrrt'rl lirtnsing rnrl cli\lril)Lrti(,n u{r(rrIr(1r1. r'hir'lt t,rrtt.rins.r
(rnrrl^-nsrlr(nr l()\isi(nr l(n Prrirl(1l (()l)i('\ (,1 I rtrh s(rt\\.tr('

Er-rgincr:rit'rg un(l ( l( )nstru( ti()n

rr{Yrrrf tt{t5 tN cHtl{a

.{sahi (;L1-ss (1o.. Ltd.. lT(xlIItr lnt(mati(xral lnc.
Uapao)/NaDiing Jiantong wall Materiah Corp. UianlEsu)

Ii'r.rl,li\lk1l \rnii u,\\irlri liiurl,,n! \r\ llLriklirr.,: \lrrttriJl. (ir
i(,rr \ (llu,(' r,, lrrr rlLx e .rrril .t ll .rrttr t l.rr tl lrglrl\':itlrl
.(,rx r(lr Sl(rurllr()rr lo(){)

CBR tnternational Group (B€lgium)/Pingfeng..ihan Ccmenl
Factory (Guangdong)

I:rt.rlrlish(l i,rinl \(nlLrr( l() I)r()(ltk( lriglr Frr(l( .(nr(nl rn

L(,u(ling. (;uirngLl()og I\(^rocc. SllS nrillion. (llclgitrnt htL,
I)lt(: r(I',). () 

9(J

OTH'I

txYtttfILta tta cHttal

Ecotec (Finland)/GlEngdong wxnding Enterpdse Gfi )up
I\t.rl)11\lk(l 1,,rnt rrntLrrt r,r lruilil \(,li(l \\.r\t( tr(,rlttt(trl \\\tuth
rrr (;rlrr!t(k)n.q |f()\in(c. sl Inil|rrr 9 (x,

otHtt

ADB
Y'ill ()fli,r lcchnicxl r\sistlncc t(r rnrpr{)rc the rlli.,encv {rf
Cllinr's cncrgy-sxving rrutcrials i|clustry. $400,()(x) 10,'9()

ADB
will ()111r t((Ini(ll :Nsistxo('r l(, (lcvel()p Chinu s nutionul
cnYinrnrncnt:rl i,nprlcl r\s(ssnr(nl \\'s((rtt 56{)().{Xx). lo (X)

Foocl and Foocl Pr<lcessing

rr'rYrtt lNlt tl{ clltNA

singaF)re F(xxl IDdustries, a subsidiary of sinlaapore
'fechnologic.:' lndrrstrlal (i()rp./Da Yang food (Shanglui)

\\ rll rlt-rrl,1r Irg l.r r ir \lr.rrrglr.ri (:iru.r,n)rr il l'R(. I(.)

ll) ()().

Royal Ahold Group (Netherlandr)/China ventu.r-tech
tnvestment Corp. (Beiiing)

\\ ill tsrrlrlislr i(,irt \cntu('l() c.l:rlrislr 5lr:rrrglrui ,\holtl
Zlx,nghui slrpcrlDrrkel.lnin in (:lrinx.'ii(, nrillr()n
( Ntrlrrrlu ntlsr50,i,*l,llC:5(|,,, ) l0()tr

Kerry llevcr.rgeli, a ioint vcntura'hctwecn Tlrc (l(xa-(i)la (i).
(l-lS) and Kcrry Holdings (Mfi-vsia)/Ilarbin Economic and
Technological Z)nc lfldu{trial Dcvelopnrent (:()rp.
(Heil(rtlgiiang). China Natl()nal (]creafs. ()lls and Foufstuffs
tmF)n-Ertx)n C()rp. (Shanghai)

\\ rll o1>err lrrtthng I)lirrt rn I'irrlrn :ll rrrrllroll
(l \ \[rl.r\siir:(r(I',, l'll( "]i li', r lo (x,

otHat

Hay(.s (Asia Pacili() C()., a sulrsidiary (rf Haycs
Micr(x()inputer Pftxlucts (f'S). IIicn)s()ft ((lhina) (l().. a
subsidiary ()f Micfi)soft (i)rp., s1()ne Rich Siglrt C().
(tlK)/State I.rforirrati(nr (:rnter

\\ rll i, r'1,t r.rtL,,|l lIl(.rl(t r,lrrtr,,n. .r il tlt r r l,,Irrrr rtt l l,rt,

Techtronix. Inc. (US)
signr(l (li.lilnrlr'n rgr((nrcnl \\ith l-r'gcrrrl 

-ltr lrrrolog, Ltt! tirr
I r'ktrr rrrrr l'lr.r', r,,,1,,r lYrnl( r\ I' I'x'.

llrc Chlnc Burlncrr Rcvlcw / lLtnttrt l'l)\t,tr t'/)E



Sapporo Breweries Ltd., Marutreni Corp. (rapan)/NantoD8
Brewery, Nantong Flve Saar B€er Corp, (riangsu)

Ilstrl)lisll((l i()ior !cnt(,r('ro pr(([r(r Slpp(m) br:rnd l)etr
Sl0 tlrilli(rr (.hlxn:15'i,. I50,,l'R( .rlI' . ](v',r). () 9(r

Machinen an(l Mrlchine To()ls

ria clltita

otH:a
Nanyang C-ommerclal Nea,spap€r (Malalsta)

will putuhxse x(lvxncccl publishing lnd cornJxrsition
technokrgy lronr tleiiin8 [ nircAiin ](xrndrr (lr(nrp.

52.1 milli(nr. 1l 96.

cxlllA,t ta?ottt

Advanced Technology lrboratories, lnc. (US)
\\'ill tmnslir rrltr:rsound systelll ounulxdurinll reelurr;logr lnd
(\([lsi|c (listrihuli()n rigllts k) Sl)unl()u lnslitu(e ()l t'ltrils()nic
In\rru rrnts in Shlnt()r.r. (irilngd()ng l)r)r'incl' 10 96

ttavtttxltiata tL cltlxa

orion Diagnostlca (Fir and)/Shanghal Nuclear'lechnoktgy
D€velopment Crrp,

Flslllrishc(l j()int !cnturc t) lx)([rcc rl(li() irnnrtln()ilss])' kils.
sl(x).(uo 9 96.

FLnet Dental Equlpment co. (Flnland)/shaoghat Medtcal
Instnrmenls Factory

Iistalrlirlrtrl ioint ten(utc l() pr()([rcc (l(rnirl \-r.l!'((ltlrpn)cnl in
sh.rngll:li. S; 5 rr)illi(nt.') (X)

cxtLl,t t ?otttl

Alunlnum Co, of Amerlca (Us)
Signcd J(l\err (()ntru.l \\itlr (:l)inr \rion;rl \onli-rr()us llrlllls
ln(hrstn' (ilrp. ( llijijing) t() suppl]' .l(I),ofx) t()ns ol rhrr)lioLrnr
prr yerr. $2'i0 nrilli()n. I1,96.

ttaYt5tmtrtS taa cHtNA

Pohan8 troo ard Steel Co, (S. Ko.€a),/NA
Iisr r lr ished .liingsr.r Shr8rn!l-l'()SC() (loet(rl sleel (i). j()inl
!(nturc li) pr(xhr(c grh'rnizcd slcul slrccl.\ in Zh.rngiillg.ug.

.Jiirngsu P(^in.( $iu rrillion (S. K( )r('r i9(l'i'l'R(i: I ( l),,) 10.(.)6

Poh.ng lron and steel co, (s. Kor€a),/NA
Iist:r hlislrc(l I iirngsu Shirgxngl'OSCO SlxinL:ss Str:cl (ir. t<r

prxlu<c st:rinless steel ill Zh:r ngjiug:rnF. .Jixrrgsu Irri^ inc(
S I5() nrillr()n. (S. Kr)rcx 8,{)olFl'lt(l2OI ). 10,9().

loTHIT

Foseco Formdry (Chiru) Ltd-, a iotnt venture bete.,een
aumah Castrol PL,C a$d NA (Chlna)

llnlerc(l conlrxcl \\ith QingliuJ I niren;itt to prrr'idc Iioscco
roftr'en' to (lhina's iirun(lrl('s. I I ')()

Petroleur-n, Natr.rral Gas.

and Related Equipment

otlttt

Roy.l Dutch,/sheu croup of C-omparti6 (Nethe.lands)
Woo c()nt r'l t() cxl)l()re tin'oil in tllc Ir(lrl Ri\cr Dchr. tL96.

Chevroo Overseas Petr,ol€um l[c., a sub6ldiary of Chevron
Corp. (Us) Peronas Cartgall Overseas Sdn Bhd
(Mala)6la)/CNOOC

signr(l contrl(-t to cxplore lrintl,v gas ancl oil rcscnes in llkrck
l)2. -11 in Lir(nring lll\'. 9 96

Pharmaceuticals

txYrar txtt tll clttitl

Panitn CrcI{n Royal Glnsen8 Mucts Ltd, a iolot venturc
between Imperlal Glrlreng Pmducts lrd (Gnada) and Liaohe
Otl Fteld lmpon and Export C-orp. (Uaontng)

\\rill huild ph:rnnirrcLrticil I)Lrnt in Piniin. Lia()ning I)r(^ incc.
lo 96

Pons and Shipping

rraYrtlmtl.tt tra ct{tIA
tlFreight (stngapo.€)

$; ill in\cst in r l:rrgc s'rrr.ll,usc rnd (ri(( c(nnpleli in
ShlnJ,{lui. Sl i't rilli(m. Il,()('.

American Presldent C,ompar es Ltd. (Us)/Shenzhen Chiwan
vharf Holdln8s Ltd-, shenzhen war€house Holdtogs lrtd-

\\'rll Irtrild:r trxrlairrcr skrrugc anel rcprir l()gisli(s (ent(r in
Shenrhcn. (;urngd(nrg Pr(^,rncc li2a n)illi(nr. 10,/96

Orlent C)versea$ Container llne Ltd (HK)
\\'ill iovcst in u dcp,,t und rr'lrchoLrse io l)()ngtturn.
(;Lrenu(l()or l)r(x't('(. S8 nrtlli()n lo 9().

Milsui o.s.IL Ltd,, a substdlary of Mttsut & Co. (rapan)
{)p(n((l .r rtl)rcscntirlivr ollir in Slrtnrlr(1r. (;uirngLl(nrg

l'fl)vrr\( ll ()().

That Narlonal shtppers' Cruncil (Thailaod)/China Ocean
shipping C-o.

sisn(d .uR ('rne nt lr) (rp:rnrl c<xllrntrrr orr t\\1) \hil)l)ing
r()0rcs. ll/9().

llrc Chlno Bualnorr lcvlow / .kt')tkt\ li,l,1kt]1, l1)t)1 E

long-Airdox C.o., a subsldtary ofThe Marmon Group Inc.
(us)

F.:till)lisl)c(l k),rg-Aird{)r (l'iinjin)l.I!1. \\t()llt ()\\n(d cotcrpns(
kr prrducc convcvor i(llcts in'l'ixDjin. 10/9().

l,ong-Airdox Co., a subsidiary of 'Ihe Marmon G(rup Inc.
(US)/NA

Ilstrl)lished Trngsh:rn l1'1. Lt(i. I)inr rrrrtrrrc ro prxlucc
crxrvclrx icllers. ( ( lS:(rsrri"l)R(l: tSrl|). I0tXr

Meclical Eqr,ripment and Devices

Metals, Minerals, and N{ining

ICN PlErrn .eudcals, Inc, (US),/NA
Nill csrrblish \Xirxi ICN Pllimrx(curical (i).. I-td. ioi lcnturc
l() p(x[(e r))cdicati()oli in \!uxi, Jirngsu ltorin.c. $25 nrilli()rl.
(t S::i"iFPR(l:l5rl ). l0 (X.

ottatl

American Pr€stdent Ltnes lrd, a subsidtary ofAmerlcan
Prest&nt Cpmpanies Lad- (US)

()prntd rail-lr:rsed intcnnrxl.rl corrtainer scntc li(nn l)rllirn,
Lirr()nin[ I)r(\'ir]cc l() llxrl)io, HciIn)tsii]ng Irr()\'in(e. ll ()6.



Los Angeles Hart or Bureau (Us)
op(.nlrd r(pr(scnriti\r ()fhcc in lkiting l{) 9{)

The Export-knport Bant of Chtna
()ffu((l k)iln gLrxr.rntce li)r sunrrlrrrx) Ir:rnk l{) \upfx)n Iluil(nrg
Asi:r (i, Lt(l.s (onslftrrtirn ()isix ships. Sl0l nrillion I 9(r.

Pou er (]ene rlti()n E(luipnrent

clltt'ta't tIPotr5

Focter Wheeler Crrp. (US)
Sillnc(l c()ntrr.t \!rllr Ilclxi llle(lri( l'()\\cr C(np. l() \(tl)ph
cqrriprrrcnt lirr rr to:rl'firctl posrr plent in Hrlxi l'firtiocr.
illr. r rnill()r]. Il ()(l

sumitomo-Mitsubishl Elcct ic lfldustries Uapan)
\\i)rr lr(l I() lnril(l lrxnslirrr)('r Ii,f l:flxn lr\(h(l(\lri( lnr$(r
sll(tnr nclr (.h(rril(lLr, Sr!lrrrrn Pr( )\'in.( . l, ll.$ rrrillir)rl ll) th

rl'tvlSt t!aIt tit cxriaa

Cofirmunity Energy Altematives Inc., a subsidiary of Publlc
Service Enterprls€ Group Inc., Pcrrgrlne Asian Infrastructur€
Fund (ItK)

IistlIIrh'ltctl \lJi\J lt)N('r (.{, t()iol \(nluIt () (l(\('l()l) p(^\rr
pfi)jr'( ls in (:lrirrir. I0tX).

NGK lnsulatoni Ltd., ITOCIIII tnternational Inc. Uapan)/NA
U'ill (\lrllli\lr ir)inl \('oturc lri pllxlrrcc'lrirh roltrrgt l)(,rreI
lr.rn'tlr'si(,r) rnsul.rtrir'r rn l.rngslr.rrr. II(l)ri l'r()\inc(
ilr)(J nrilli(nr (.1;rt)rn:r()' . l()rlr I'll(;:5' ,).9:96

American Elcctric Power Co,, Inc, (tls)/Henan Electiic Power
f)cvelopment (l()rp., Nanyang Munlcipal Financial
Development C,(,ip. (Henan)

listulrlislrcrl Nrn\rrrg (icn( [rl l.igln i]lc(1ri( i()irrt \cnlLrr( l()
Inrikl lx^\(r l)hnt rI] II(rrirD I)r()\irxc \l-l nrillion. ll \:-(I "
tiRC:ti!",. t5L )) () ')()

otHtt

t ndon s€curitles Lad (Australia)
Il()u!llrl :l sl:lkc in llle Htriln,t(li:r() slcilnr l)()!\'!r \t:rti(rr in
Ilurng(lix()..liirngsu lt()r'in.(. $15 millio ll {)(t.

Exxon flnergy l-td., a subsidiary ()fELt()n Co.p. (t]S), Chtna
Energy lnvestment (;()rp., a subsldlary ()fChina Ltght &
Power (b. (HK)

signr(l :rgR,(,rrr.nl tr) l)ui r p()\\(r plxnl in slrcnTlr(n ll ')()

Silhe China Holdings t,td., a ioint venture bet$een Sithe
Energiesi, lnc. and AIG [slan lnfr.r,itructur€ Fund (tls).
Crver'nment of Singapore Inveslorent (l()rp.

Stcurul non.rr.'rorrm' linrrrrr ing to lrc llr lrtriltl Lo:rl firrrl lrscr
pl.lnt rrr'l.uu:ll.ln. litl)(r l'r'o|rnLr' \llfi I nrrlli,,n Il)(x)

f:xx()[ (brp,, Dukc Eoeryy (](]rp. (IlK), a suh;ldlary ofDukc
Powiir G). (Lrs)/(lhina Iluanerg croup Corp. (Reiiing)

\\rll rxPL,l\'lorrrtll oI)P(iflrr)rli(s {() lrlril(l rr,,rl .rrrtl nltLrr.rl g].
lLrt k ci lh\\cr Irl.rnts in (llrin.r ') 'Xr

I)r()pe fiv lVIu n:rgentcr-tt

luncl [)eve lopnlent

Thi'd Dragon [X,vclopm€nt Pte. Ltd. (Stngapor€)
\\'ill lruiltl thentc pirl irncl orcllr(l irt.hrx'. shrod()ni] lrnr\tlc(
Sl{)o rlillr()n. ll) ()(r.

ING N.v. (N('tlErlatrds),/(lmc, Bciitnlt Urban (i)nstruction
Group, Chaoyang Dlstrict Authodty (Beiiing)

linrlr(l t0||rt \(nluR l,,l)uil(l (n,ll lnnrl(\ irr \\':lrlgilllg.
(;Uirnnd(rr! l)fi)\rn((. ).1.'t h nrlli()ri ll) ()ii

shirleegae Depa.ment Store l,!d (S. Korea)/Sharghai Trade
Crnter Co,

\\'ill sc( Uf Slun8hri 'lrrd( (i'ntrr Shin-\rg:r('(i) l,)scll
cr'rrsrrrtrtr grxxls ut c| r()unl((l pri((s lo t().

otxlt
Daewoo G)rp, (s, Ko.ea)

\\i)n (()nltud r().()n5tnrct (lirlil(c \\irrlcl'lr.(lc l'lx^ io IJ{iiinS
$2(xl milli(nr. 9r(I).

'ltrietr >r.nrnlrn icetions

clttN]l,a t Potta

cloba.lstar, a substdtary of Loral Corp. ([,S)/MPI
Signcd xgr(rr)i(rrl l(, rr)ukc N'Jl)'l s()l( (listril)Lrlrx ()l'(;()ldslxr
s.rtt llitt tr,lt.corrrrnunrcrli()n5 s( n'iccs lnnn tour plenn(l ground
st;lli( )ns irr (lllinx. 11,90.

Nonhern Telecom (Canada)
V'ill scll telcplrrrrrr su il(lring (.(luip,rcnt t() ItriiioS
'l Ulc(r nrr UniL':rti( )I1s A(hnini:lrati(nr Sli rr)illi()n II ()(r

Telefonakuebolaget LM Ericsson (sweden)
\\inr ()ftlcrs () supph .\'li\T urrr.l rn unn:utrctl Chir)rs( purtnrr
witlr $irtlcss t([phortc tccltno!rg!. :1'580 rill(nr. ll,'9()

Telefonakttebolaget LM Ericslion (Sweden)
Ninr (;uiogd(mll \r(,1)il( C( nnn)uoi( rti( )ns (i)rp. .(nltftlcl t()

cxpund rristing ccllul:rr tcleplurne n(lN()rk S2ll0 millx)n
I I ,96.

Oy Nokia A&Nokla croup (rinland)
V{nr contmcl l(r. rpplr'SI)tl tr.rnsnrission s!$cnr [i)r Nxnning'
Kunnring tuilwr\ l0 (X.

MotoroL tnc. (Us)
\tin Tianjin Plt'l Adlrillistnltln c(rrtracl t() cxpxnd rr)uni('iprl
(;SIl cclhrlxr n({\\ork. l0 96.

Thr€e-Five Slsterns, fnc. (US)
\\ ill s(ll liquid .nsul (|spl:rl nn)dul(s k) (lhinr li)r Iltr
Irn (hr(1i,rr rtl rt llLrl.rr' Plr,'nts lt' rr,,

Siemens AG (C,emany)
V'ill supplY Li(l{) knr ol SDll liltr optic (rlrlc lirr Slunglui
I):rli:lo link. t() tX)

E lhc Chlnc Burlncrr Rcvlcw / ,utitttt t' ll l)tltt'-t tt)t) '

El.nctricit6 de Fiance, GEC Alsth()m, a suhitdtary of Alcatel
Alsthonr Compagnle G6namle d'f:lectrlclt6 (Frnnce)

:rglr((l rgrL(nrcnt ro hn:rnrr'. lrLrrkl. untl r1>t-r:rtc l-rilrrrr l)

l)()\r(r l)r1)l((1 in (iuirnlr\i ZhLlll,rg ALrl(n],nn()rls l{rJ.ti( nr

Siil(r nrillx )0 ll ()()

ADB
vill ofli'r k).rl1 () Aohui liryrng 'l lrrnnll l'o$'cr l)hnl lr)
dcrcl()p thcnnrl p()$rr lechnokEy. S2 ntillion. l(r'%.

ti'tYlStf t]'trt tN cllrirA



Crmpr€sslon Labs Inc. (US)
N'ill provi(lc \ ids )-cooli.reocins cquipnrcnr l() lhc (;ilnsu l'l('f
A(lnrnislrrti()n $ r.- nlillr(m. 9, 

(I).

Moto.ola Inc. (US)
Will pr)\'iclc prging netw()rk cquipmcnt lo Ml'1. Sl1.7 n)illi()n
9.96.

Motorola Inc. (US)
\\'ill supph cquipnttnt l() elprn(l th( SInn.qhri rnuni( rprl
cr llrrlur phonc n(t$ork. Sr0 nlillir)n. ()/96

tiaYtatIttatt tra ct{ttaa

Va.i-L Cr., lnc. (US),/Chen-Hut Co. (Betitng)
I:slxl)lish(d i()inl v(ntur'( l() prxhrct] v( )ltilllc-(-( nrlr( )lled
()sailllrt()rs rnd l)ll:rsc-l(xkrd kx)f svntl)rsizrr\ li)r
tcl(c(nunlunicxti(,r rppli(rti(nrs in IleiiiDS (l's il'',"l']RC:lr/'")
I I /9().

Deulsche Telekom AG, Siemerlr AG (Crcmany), Amcrican
Intemational croup (uS),/CmC

Iist.rblislrr(l joi \(nnr.( k) lnrlcl (cllrrl;rr tcltplrrrnt o.'t,r',,rk.
in (Jiog(lxr),'lixrii0. irn(l wulLrn ((;( rrlrr\r-15',r. l5r . t'5 J(ltlr
t,l( a(I,,,r 9 (rr

otHlt

Cable & Vlreless PL (UK)/MPI
SigIL.(l nr(1D()rln(lun) <:l undcrst:rnrling tl) cngirgr in lulun
i(,int vrntrrrt}. ll q).

Socterd c€r6rale AeL
Arcrogecl kran throLrgh l2 inrrmrtionrl [)xnlL\ li)r I-NI llric\r()n s

erpxnsi()n rr'lh( Sl)angllxi n)l)ilc ((nnrnunialtk)n\ nclB()rk.
S.l2 nrilli(rr. I0 q).

Finland Telecom Mobile link
\\'on \ll)-l-.r)ntftrrl l() sul)l)l! rLrl(nnrli( r()lnllng s(Ni(( lin-
(:llirlcse (lsll nrol;ilr lrlronc suh.rrilt rs l(1 (X)

'[i'lr nspofiation

axtiaa.S tmPortt

vt th C,o. (Geroany)
Sold tr,r o scts of ()pt'n-ti,nc lx)rinlr,D:l.hinrs t() Chin:l Nati()nlrl
Technokrgr Imp()n xnd Iixlx)n (i). li)r ronnrl !()osrnrcli()n li)r
lhc Xixn Ankxng Rxilwxy. $60 nrillkrr. l{)/96

Howden Gmup PI.c (UK)
\\'ill I)r()\ i(l(, t\\() lx)ring nu(|in(\ k) clrill (l)( Qinling rDorrnlirin
tunnel. S(/) nlillx,n I() (I)

ItaYt3tMataIt tx (xtiaA

l)along Investmerrt c.oup (HK)/Fuiian (lfc Zhonglu
lndurtries, llandan Guangda Co. (Heb('i)

Ilsl.rl)lislxrl iorrn !(1rtLr( l() 1)uil(l rrnrl rlrrrtte lriglrs.ri in
ll(.1r.i l,r(^ rrr(r. \ls() rrillir r l l ()(r

Daihatsu (HK) Ltd., a subsidlary of Daihatsu Motor Corp.
Oapan)/Liuzhou Mini Motor vehiclc Plant (Guanpd)

li.trrblislrecl tornl vcnlrrn l() r.ri\r crl)ilxl lix rttioirun pR)([rclirr]

l)l:roI io l-iuzln)u. tiuung\i Zlrtrirns Alr(nr(nnr)us li(gi(nl
)lJI) lrllxrr l( ) ,)()

Fokkcr Elnro, a subsidiar!' of the srork Grr)up
(Ncthe.laods)/(;hina P['cision En8ineering Institute, (:hina
Nati()nal Airbonre Equipment C-rp. (Beiiing)

I',,rrrreil l..rngl.rng Ii rkkt r {.or1r. i( )inl \ rttlrrr( l(, rrl.rnul:( lrrrii
![(l (irl h]rx'\\(s li,r iriftrirll l0()()

Ivrto Fiat S.p.A., a substdiary ()f F1at S.p.A. (ltaly)/Yueiin
Motor Grr)up, ltangzh()u Advanced Gearlxrx Corp. (Zhcjlang)

Ii5rtrl)lrsll( (i l l.r\((() loint \ ( rrtLrr( lr ) l)r(,([( ( g(.rrln)x(\
Sl l5 nrillr(,n l0 (X)

Ctba-ceigy Limtted Gr{ up (switrerland),ffiangtan Chem.ical
Research lnstitute (Hubei)

Siunc(l I(!tlrr ()l irrlcnl lo ti)lrrl i()ir)l v(r)lLfr to prrluct
pigrrr(nls lirr rul(nn(r)ilc prirlls in llul)ci l't()\ incr l0 ()().

Mam and l,()wllte C,o. (France)/Nanchang Alrtraft
Manufactu.hg Cr,. (rlanFi)

Iisr.rhli\lr('rl,JrxnB\i I l( nlgdu s( (x,trir (i). i( )iol v!-ntur( l( )

prodr.xt nxrlor.c<rrt,.r lirr t'rpon in Nin( hrn{. .lir nq\l
Pftrin(r, (Frrn(r,:i1' ,l,R(l:t()', ) l{) t)(r.

kar Scatiryt corp. (Us)4iangling Motors Co. lrd. (Iiangxi)
hsl:rlrisltr(l .li rgling [,t.rr Inl('ri(n S]stcnr (:() i()int vcntu(' t()

I)()(l((r. uur('r)x)lrilc \(.lts iln(l int(ri(n trinr (lrS:;ll',,PltOilI ,)

Suzukl Motor Corp., Nlssho l$,ai Corp. (Japan)/Changan
Automot lle Cnrp. (Sichuar)

lir:rhlislrLcl (ilrorgtling (ihrng.rn.{ut(nn()l)il( C(rl) join!
\(r't(tlt( l() nlJrttrl.l('ttl( Stl/Lrkts All() l)rrsstngcI r'lrr nrrxltl
\9.1 lnilli,,ll. () r)(r.

Kalsai Paint Co. Ltd, Asahi Chemical lndrlstry G)., I-td.
(rapan)/sanx.ta Paints (sichuan)

lisr.rlrrslr(l (llnrngqinr Krnsxr I)rinls l()inl \( rLrr( lr) pnl{[r.c
ruutonxrlrilc llrints ir (:lxrnll(li,r!t. S- I nrillx)n (.Irl)rn rii',. 5'r,,

I'lt(l:i(l1,,) 9 (l)

D(lco Elc.ctronics Crrp., a sutxttdiary ofC'eneral Motors
Corp. (Us)/shanghai (:hanlrian Instnrment and Meteni
Factory

Ii\t.ll)h\lr(.(l Sll.rngllxi l)(lcr) l:lrdr(,!1i(s rn(l lostnr)l(ntxl i( )o (-()

l(,int \rlllurc t() nrlnuli!lur! xUl(nr1()bilc p:rrts :rrtrl inslfllnlcnls.
ttl) rnillrln (., (I)

Coot'er TIfi: and Rubbcr Co. (tJs), Kcnda Rubber Indrlstrlal
Corp. (Taisan)

l.:\rLll)lisl]((i j( )jnr !cnroR, rr ) ln1 )(h(1. .rdirl rir(,s i0.liaogs(l
l,r(^ rn((. S5Ll nrillxnr ,) %.

Chlna Aidlnes (Taiwan)
( )ltr((l lt('iiioit r(prr\(,rtrti\ c (,11i( ( l l (Il

Chlna Eastem Ahllnes
\,il! olli'r pesrtnger scn i.e viir ShrnBlIai lkt\\'(cn Itiiins :rnd
Sydne),, ALrstrillix. l{).,96.

tlio Chlno Budncrr lcvlcw / I,iuktlt t1t)rttttt tt)\)-

federal Technology Corp. (Us)/Aviatlon Ilrdllrtrieli of Chlna
(xian)

\\'ill Lst.rlrlislr i(,int ycntu( t() prrrlrur'rrirplurre tnuinr piul\ in
\i.rn. Sh.rillr\i l'r()\ in((, f..li D)illr(nt I I ()()

China MerchanLs China Direct lnvestmenLs Ltd. (HK)
\\ill inr(.1 rnll)( Zlrrrngzltotr s(( ti( n , )l' \:rt il rrJ l IliglrNJr
Nr)J2.r iD 5(,Uth (lhina $lO Drillx)n. l(1.(-)()

olllll

Sunstrand Crrp. (US)
()pencd rcprrscntali!c otiitc in [lcijing. ll 9(r
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will {)ller te(hnical xssisLrncc l() lll]p(n-e lhe crprcit) ()[ ruild
nenvorks in Si(huJn l'r()vin(e. $6(I).fi)0. 10,96.

world Banl
Ot R(l k)rn liI Sr\(md Xi,rlirog lligl)\\x] Pr()j((1 in \il]iixr]g
t-\ Arrr fu rtr xr( )nx\r. Rrgi{ n S-l{)( I rnilli( nl l( ) 9()

aoStttotf I wltatlD

Trarulator Jxrsn sought \\' c{) in (lhinir. ItA (.lrintst'
(llirn(lilrio,. llucnt \rilt('rr:rl(l :lx,ktn. l.rrr-rl .rml sttttlr<l in

llriii,rg .rn(l 5hul]Blriri. li\l) tr'.rns[(ing l(.g.rl d(r or]r(nrs l( )r lir\\
linr) (i,ntx(r, Itob. lel: l((, J2{l li6l

Crur!-sel (lhinr-rel jlcd trirnsrdir )os .\ lit igiu(,n. (lhines( & t :s

llu tlt.grecs lrorr top stJrrxrls. i r'rs exp irr lxill (1)rrntric\.

\!'rll-r. r)nort tr:tl tr l'R(1. l'l.t skills. rnultiling, c(nnpl[(r lil. \\iill
rcl(x' lI:N(,1 s(ckins inll legrl or |)Lrs p()\ns ()r nrrir!.'lr(iuD h\\
pil(ltc ()r d.r{cl()Ping Chinx pm(licc li)r tlS firnlt,(rn'ps.
C()nl:r.t: Uill. Trl: -ll't lll'..:()11.

China market speclalist !\ tis iUllA. ()\(r lo vrs s{}lr(l ('xl)

i (;llinJ. s(r(king r r(lr) r p( )sfr ln r rktr)g.ln(l sJlc\ $ nluhr

rl i(rrrl cr, io t,lt(: llilingLurl Cl)inc\c, linglish (i,nlilcl: l).1\i(l
'lcl l.tl8 291-sjri9

cttt5ttlrD lD lllla

Slrl lur. linrr Llr( nnniNLur (trl))
t() rhxr.(rcrs lxr lin(, rn(lo(lin8 ull s|ir(r5 &
putullrrlirn 5ul)mil r)nlr n|x\rnncr .l1lc

irnll\.ncl r\ith px! r(trr 6 we(ks l).f,)rc irsu( t)l

ADB
t)tlilul kr:rn lirr thr. c()nslnr(li(nr ()l hislnrJt in Sichu.rn
l'ft)\io(c. S 150 milli(rr. 1.)/9(r.

The Erpon-lmF)rt ltank of the thited States
t)llirctl Lrln grrliurt(( t() \rpp()r1 tlte s:rlc ol tlrlcr: Nkl)onn< ll

l)()ugl.r' xir(r,rh t(, (llrln.r \(,rlll(rr Air|nr\. SI([r rDrlh,nr 9(l)

Miscellancotrs

fh Chnp tusircst Reviery
( l:1!!ll(\l i(i\(1rs1rI

\\'.r\lrrur,rn l)( l(rrrlr,, I 5,\

Erl.irond NoNGolC,culohd
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tsun oI r5blrl ond r5b(2)
F6 Oirributm by Moll
frm Dirnihrie Ouuid. h. M6il
lcorin o olt$ lia@n.l
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U5-Chlnc Burlnerr Councll
f tobor Developmenb in Chitw, .kt,t tktl l()tX)

l )., rf hcnnt lhr l.r1).)r 1r\ .rod y x r.rl s.llrr. lirnrl rrllunrnxlns

f lrlomgement Trcining for [o<ol Hires,.kt, n t t)(X)

I \r^(r,,1 liircrtrr un(:r(,r lrrrlrng prclift.n(c\.rnd (,Pli()rN

f US Corporote Proctkstin Chino,.lrrttt, ltttxt
\ l ()k xr ( lr lrl,l. rrrr\ rlr( s l 15.(xrprrr(s l).r!c l)((,nnr irn,,lrc(i
$irh nr ( hru

I Hong Kong's Tronsition to Chinese Sovereignty,
( )Lk)l\r l9<X'

'lltr l.rrr'r,,rr1,x,L (,r lh( [r.rl.rrrllrLsrnt^' r'srns.rll(!(11 l^ l]r!
II,,IS h,,!S rnr)'fl!r'

I Chino ond the WTO: A Relerence Guide,
.\i I'nth) l r)tx,

,\ {ornpr!lur\r\. l,x,k .rr rhc lull r:ingc.l 'ii-l() r(quirclrr.nr! r\ rlrr'\
rr.r\ .ttTlr r(, (-hn.r

3P:GIAL PTIGES FOR COU'IGIL NENBERSI

'li't)rilo ltrl)l\ttlr,)tsl)\lrulnk,ttl
ttr)ktt th U3-Chlno Burlnlrr Councll

lslt \ Str'('(1 \\\ Suir( 10(l
\\.l.lrirr,tt, irr l)(l l{)(rl(,

Nou, Aaatlable fft)rn tbe

E

Pllonc: I rl lj'),r{rl I:rx: ll)l _-; I r_(r

Roseobluth lntematlonal (tls)/China Merchalt-s
Internatlonal Tmvel Co. (Betilng)

\\'ill i,i l()S(1ller () provirlc (ihin.rJnscrl r.1ic'nts Nilh t|uvcl
n)urrxgcnr(nl scn i((rs l0 (I)

The F-\p()rt-Imp(,n Banl of the thlred States
()llt,nrl kr.rn Brrrrxflr('c r() srpp0n tlrr:elr oi ll,rrr lirr'ing
:riri1:rll I() (llrinr S(nrtlrern ,\irlin.\ Sll-l - rDill(nr () (.)()

otEtt

Preston Gates & Elli.s
Op(nc(l la!\ olficc in H(nF Kon8. 10i96.

Ilncoln National Corp. (LlS)
\htlc tkrrutron n) initixl! r\hruh;lol I-inc()ln lcdurc scrir's:ll
l:u(hn t:ni\'(rsit\'. sl)ilnghxi SI rrrlli()n. 9,96.

CoPY C,enefal
( )p(,o(,rl hiSh spr(,(l c()pvirrg .cor(.r in Shirogh:ri. () 96.

cllsStrttDt

SbilN{ ol Owiq'h,p, Moiogctu.r o^d Ci,.ulohon 6qu .d t h. d ol Augu, 12,

1970. Scr'on 3685. Tid. 39. U4i.d S!Eb! Cod.. +owinc 
'h6 

@n.6hip. meoF.nr
ond cnculor'o^ ol Th. Ch,no Suri@$ t.v'.w. poblirh.d bimn iy by {t. Us€hi.o
8urin.$ Couicil, l8l8 N St..r Nw, suib 2OO, wo!h'ngio^, DC 2m36 Sbb@ir
,.P6d! polirion or ol No6mb.r I 5, I 996

Th. mm' ond dddEs of rtE ?uHiJs. Edit(, 6nd Ow.., o'c: tubl,rts. Ihc USCh,no
Eutine$ Council, l8l8 N Sh..r, NW, Suib 20O, wofiinsion, DC 20036; Edib,,
Von.$o WhitomS, l8l8 N St6r, Nw. Suib 20O, worhingio.. DC 20030, Ovm,,
Usalr.o 86@$ C@E , l8l8 N St.d. NW. SlilE 200, Wotfiin€bn, D< 2m36

I \.,€by ,.qu., p. F Bion ro mo,r rh. publ'colioa rom.d ob@ ot fi. porirgo ,oi.t
p?.si$ ou*'dir.d by 39 USC 3526

(slgn.dl VoEs tid. Whikoib, Edib.
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Heart to Heart
AIR IFT
to hinaI

Help send this gesture of goodwill to the people of China!

Heart to Heart is sending a medical airlift in April 1997
. An airlifi of 50 tons oI phamaccuticals and medical supplics wonh rnilliorts ol dollars will be

sent lo hospitals in Chengdu and rural areas of thc Sichuan Province.
. Phamaceutical companics. key corfxrrations. and individuals in numerous countries can hclp

suppon this humanitarian airlitt.
. Hcan to Heart is working with the U.S. Embassy. (he DivistD of lntcmational Non-govem-

mentrLl Relations for lhe China Ministry of Health. prolessionals in the he lth carc syslcm. and
nurnerous caring corg)rati()ns and individuals to crxrrdin te lhe shipment.

. l.cderal lixprcss is providing aircrafi, EAS Intentational Ltd. will providc in-land transporla-
tion. and McDonncll Douglas Corproration has olTcred a lcading cash gifi. Heai to Hearl sceks to
raise $3(X),[XX). Co-chairing thc projecl will bc FcdEx's CEO fired Smith and Michacl Scan,
President o[ Douglas Aircraft Company .

. A deleg tion o[ Heart to Hean slaff. busincss leadcrs, health ciue professiornls, and othcrs will
join the China airlilt and distributc supplies. pro-
viding manpowcr, crcdibility. and accountahilitl.

. I le'arl lo Hciul lntcnrati()nirl is it Bra\\r()ot\
nctwork cmpowcring voluntccrs to rnohilizc
rc\ourcc\ to nlccl nccd\ through()ut lhc uorld- 'l'hc
organizatirrn lircililltcs pnrjccts thrl allcvixtc
hurrran sufltring. With this Chi,ta Airlifl, llearl k,
Hcart v'ill surpass the $||0-milliur nark iu dis-
trihutitg aid- medit:ines. medical supplits,
,tutitional producls, and other provisions. lle,rft
t() Hc n has (nUanirccl l7 rnalor nrc-dieal rirlilis.
rcrpondccl to dislslcrs u illr rrrluntccrr and sup-
plicr. iurd launchcd n ptogrnnl l() llrccl thc nccds ol-
thc prx)I in lhc Unircd Strlrs. M(xe than 9ll;^-r-
ccnt ol lleart k) Hctfl contributions go dircctly t0 its rclicf ellirns.

Call Heart to Heart lor nrore inlbnration ! 001-91 3-76{-52(X)
E-Mail: | 02221. I 246 @compuserve.comr '1

o

For ,rrore ififonfiatiofi
dbott helpi g zLtith tht
Chi,td airlift, please
rctlnt fonn to:

Heart to Hearl Intl.
13849 S. Murlen, Suite F
Olathe, KS 65062

Cornpanv

Adrlre ss

City State _ Zip

L J

I ttI[t-'!\

hc Govcnlmcnt ol lhe Pcoplc's Rcpublic ol Chinr has launclrcd u livc-\'ear "Poverly
r\lleviation Campaigo" to hclp pople il has idcntitlcd in wcst xnd southwcsl Chinir
who llce sh()rtugcs of lixxl tnd basic supplics such as medicines- As d(x)rs to tradc
open u'ider betwccn Chirra and rnilnv nc\\' menrtrcrs of thc gkrbrl cornnrunity. the tinre
is idcal to orguizc a rncdical airlili as an cxprcssion ol fricndship. Hearl to llcart
lntemational has dccidcd to do just that.
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uthorital i!r)
rl na lvsis
Published by

the tlS-China Business
Council, The CBfi has
been the top journal of
the China trade for over
20 years. Our staff are
on-site in Washington,
Beiiing, and Hong Kong,
reporting the latest China
business develop-
ments and trends.
Our feature articles
are written by
executives and
officials expert on
China business issues-
Paul Volcker, Ezra Vogel,
Maurice Greenberg, Vice
Premier Zhu Rongji, and
the governor of Hong Kong
are just a few examples. NO
other publication offers such
depth of expertise or analysis

loia the thoueandc of
top executivea who alrrady
enioy the benefite ol The CBR's

rusincss (irsls atrrl
Op;rrrrlunities The CBR
tracks all pertinent legal

developments ald monitors
industrial sectors and geographical

regions in China to keep you up-to-
date on where the aclion is. Recent

issues have explored new trademark
proterlion legislation, the Chinese

auto and telccom sectors, and the cosl
of lahor in different Chinese cities.

Upcoming focuses will address the
petroleum and food/beverage sectors

and China's largest province, Sichuan

asc Slrrrlies How tlo foreign
fi)mpanies stnrcture th(-.ir
investm0nts in China? Or nrarket

their goods to the Chinese populace? The
experiences of such companies as Xerox,
Avon, Foxboro, Ford, and Microsoft will
show you how.

<)
6r8t.rale covsrage---6imply fill out and roturn t-he coupon below:

III'II-ITT IIIIIIIIII

YES! I wont the best onolysis of Chino business oroiloble onywhere. Pleose send me llre Chino Business Review
for one yeor (six issues) ot: J US$99.00 (USA & Conodo-DC residents odd 5.75% soles t:x)

U US$l50.00 {lnternotionol oirmoil)

f, Enclosed is my check (mode poyoble to fhe Chino Eusiness Reviewl

J Pleose chorge to my credit cord: -.t Viso -.t MosterCord J Amex Cord #

Exp. Dole Signoture

]IIIE

ADDRESS

IYPT OF BUSINESS TEI

Enclose in envelope ond return to Circulotion Monoger, fhe Chino Business Review, l8l8 N St., NW, Suite 200, Woshington, DC 20036, USA

Iel: 12021429'0340 Fox: 
'2021.77 

5'2476

B

C

wi+hTheChina
Brasiness Revievt

I

l)

tl-'

{;E
A


